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EDITORS’ NOTE:
Approximately 25 years ago the editors applied in the year
1985 for a grant by the Anniversary Fund of the Austrian National Bank in order to finance a research project: “Structural
changes in Consumer Co-operatives – An International Comparison”.
Based on comparative studies of selected industrial countries
with a strong cooperative tradition, the research project should
analyse changes in the political, social and economic frame conditions of consumer cooperatives.
The reason and background to this endeavour were the visible
problems of Austria’s “Konsum Österreich”. These problems were
similar to the ones that had hit the consumer co-operative movements of the Netherlands and of Belgium some years before, and
in France even more dramatic events had hit the sector. In Scandinavia, too, the 1970s and 1980s had been unkind to the respective co-operative movements. We wanted to look at the structural
similarities and the underlying reasons of these crises in order to
develop possible strategies for survival and renewed success.
Our proposal found the approval of the bank’s scientific committee, and our research team set out to work with enthusiasm
even though the amount of money apportioned to us was rather
moderate – less than 30,000 Euros in today’s Euro currency, in
total. Our japanologist e.g. would have been able to pay himself
just one flight to Tokyo and back to Vienna for his share of the
money – thank God he had to fly there anyway.
Our comparative study, published by an open-minded International Co-operative Alliance in 1989 has – unfortunately – become something of a legend.
We would have preferred a different outcome. Indeed our main
(non-scientific) intent behind the study was to awaken the members and the management of “Konsum Österreich” to the danger
their organisation was in. We wanted to blow the whistle of alarm
– in vain.
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Introduction
CONSUMER CO–OPERATIVES ON THE
DEFENSIVE
A SHORT OVERVIEW

The German version of our ten country study met with almost
complete silence – and the part about Austria was actually
bought up by the management of “Konsum Austria” in 1988.
They thought our cry of alarm was simply “bad publicity”.
Seven years later “Konsum Österreich” had to declare insolvency, and our respective country study (authored by Robert
Blaich: “Der rote Riese wankt”, Vienna 1995) was published as a
negative prophecy come true.
A quarter of a century has passed since we have started our
study. We have decided that the (few) scholars still interested in
the subject should have electronic access to its content.
It may be outdated but, alas, not all of its messages are obsolete. So we spoke the first time about a life cycle concept for the
Federative Systems of Cooperatives.

Johann Brazda and Robert Schediwy
Vienna, in September, 2011

Consumer co-operatives can be regarded as a strategy for disfavoured members of society - occasionally encouraged by private or
institutional benefactors - to pool their strength in order to liberate
themselves from material, social and political dependence by collective action.(1) The integrative power of this strategy is evident by the
fact that it was able to bring together members of different social
classes as well as of different creeds - as the working together of the
christian and atheist founders of the Rochdale pioneers bears
witness of. Together with the impulse of resistance to the pauperisation of the working class in the industrial revolution a structure
was created that became extremely important for today’s co-operative movement all over the world.
In this context our study was to look at the processes of consumer
co-operative development on various levels:(2)
a) The mechanisms whereby certain economic dependencies were
overcome were to be analyzed as well as the new dependencies
that became part of co-operative success itself.
b) The role of the initial enthusiasm of the co-operative members for
the task of building co–operatives was to be taken account of as
well as the loss in dynamism, the hierarchisation and organizational sclerosis, that often became part of co–operative development in more recent years.
c) The role of member participation was to be looked at in all its
positive and also some of its less positive aspects.
1.1.

FROM BENEVOLENCE TO INSTITUTIONS OF THE
WORKING CLASS

On the European continent most consumer co-operatives before
1885 were founded “from above” i.e. under the patronage of persons
12
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coming from the existing social elite (big landowners, factory
owners etc.). According to the dogma of laissez-faire liberalism
(whose deficiencies were clear to the more farsighted members of
this elite) co–operatives were meant to mitigate the problems of the
industrial revolution and to act as a kind of mild “countervailing
power” - thereby stabilizing the system as a whole. Consumer co–
operatives were regarded as a means to reduce the cost of living for
workers, small businessmen or state officials. This was an idea that
their employers as well were able to favour in a view of enlightened
self-interest, since it would tend to reduce the upward pressure on
wages if the wage-earners were able to buy more goods for the same
amount of money. A favourable factor in this context was the relative
backwardness of a distribution system characterized by a multitude
of small outlets, enormous markups and strong indebtedness on the
consumer as well as on the small shopowner level. This created a
certain economic pressure to make commerce more efficient as had
happened to production by the advent of machinery and the dramatic fall in costs accompanying it.

The ideology of consumer co-operatives spread in Europe by the
enormously influential book by Holyoake (5) on the Rochdale pioneers in the 1860‘s was one mostly taken up by lower middle classes
and an economic elite of industrial workers and favoured by enlightened benefactors. According to G. Mazzini e.g. there was no
antagonism between labour and capital and between the social
classes. He saw the cooperatives as an instrument to change society
in a non revolutionary manner. They were to be a motor of Italian
national unification in a spirit of cooperation.

Among the leading “benefactors” propagating co-operatives on
the European continent we can name de Boyve and Auguste Fabre in
France as well as Eduard Pfeiffer and Hermann Schulze-Delitzsch in
Germany, the leading Swedish cooperators von Kraemer and von
Koch, tax collector Kupper in Holland, Guiseppe Mazzini in Italy, the
philanthropist Heinrich Zschokke in Switzerland.(3) In Great Britain Robert Owen played a similar role some generations before, even
though his ideas and practical attempts were more far-reaching
than those of other co-operative pioneers. In Japan the social
reformer Kagawa Toyohiko played a similar but even more successful role around the middle of this century.
From the commentary to Austria’s law on co–operatives dating
from 1873 - the heyday of Austria’s short-lived liberalism - we can
judge how even a parliament elected by less than 5 per cent of a
population and consisting mainly of representatives of the wealthiest classes could see co-operatives with a favourable eye: This law
was meant to “mitigate the social question” (i.e. the mass poverty
brought about by the industrial revolution) “without questioning the
property of the possessing classes” at the same time “extracting the
poorer classes from the erroneous teachings of communism”.(4)
14

The radical wing of the workers’ movements then in their formative years at first opposed these concepts strictly. Especially the
marxists showed great distrust with regard to consumer co-operatives.(6) The Italian socialist leader F. Turati wrote in 1896 that
consumer cooperatives would become part of the existing order of
society without solving any problem or liberating anybody. Cooperatives would be reduced to an instrument of propaganda.(7)
The big founding-wave of consumer co-operatives on the European continent, however, was already closely tied up with the
organized workers’ movement. During the last decade of the 19th
century and the first decade of the present century every major
country of Europe witnessed the birth of thousands of new consumer
co-operatives. Partially it was a true grass-roots movement, which
practically forced the political leaders of the working class to accept
the idea of consumer co-operation as part of the workers’ movement.
Partially the example of the heavily politicized Belgian co-operatives, above all the “Vooruit” (“Forward”) of Gent convinced the
political strategists that co-operatives could have organizational as
well as financial advantages for the party and the unions too. A cooperative building could house other institutions of the labour
movement as well, blacklisted unionists could find employment in
the co-operative sector and co-operatives could help the families of
members on strike ...(8) The Italian socialist C. Trevos saw cooperatives actually as an instrument to finance the party and as valuable
tools in cases of long and difficult union battles.(9)
These concepts, however, were not necessarily apt to increase the
economic stability of newly-founded co-operatives, usually hampered by a lack of capital, lack of expertise in management and
15
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accounting as well as by the immediate desire of the members to earn
substantial dividends.

1.2.

The principle of political neutrality became a focus of heated
discussion at that time. The middle-class, christian and rural cooperatives that were springing up in many predominantly rural
areas of Europe contested the idea of consumer co-operation as a
means in the class struggle and emphasized the principles of
Rochdale neutrality and openness to all members. On the other hand
some workers‘ parties, e.g. the Austrian Social Democrats in 1907
made it quasi obligatory for their members to be member of or to
found a consumer co-operative.(10)

In practically all European countries the effect of World War I on
the consumer co-operative movement was one of consolidation and
economic and political success - a notable exception being Great
Britain, where for a while private competitors effectively succeeded
in barring co-operatives from scarce imports.

The increasing involvement of consumer co-operatives in party
politics at that time reflects, however, to some extent, also the
desperate attempt of the political officials to control the creative
chaos of the “founding wave”. Due to lack of expertise many of the
then predominant one-shop co-operatives were in great difficulties.
Far from being an important financial help they represented a risk
for the political workers’ movement that would suffer from a substantial number of co-operative collapses as it took place in any
recession before 1914. Therefore the period around the turn of the
century was one in which a new group of economic experts inside the
co-operatives as well as the more far-sighted politicians close to the
consumer co-operatives pressed for merging many small co–operatives, for a common wholesale company and an intensification and
modernization of production facilities (bakeries, mills etc.)
Thus a certain basis for the “technocratic trend” of consumer cooperatives between the wars and later was laid already before 1914
because of serious defects inherent in the enthusiastic “founders’
wave”. The principle of formal political neutrality had some of its
first breakthroughs too at that time. It was the financial weakness
of the heavily politicised workers’ consumer co-operatives e.g. that
led to the unification of the French movement in Tours 1912. Other
rather politicised movements had big difficulties at the same time,
e.g. the Austrian movement, whose crisis of 1913 was due to overinvestment in a big Viennese bread factory.(11)

16

CONSOLIDATION DURING THE FIRST WORLD WAR

In most other warfaring or neutral countries the lack of goods for
consumption favoured the organizational development and social
prestige of the consumer co-operative sector. Profiteering, a byproduct of any seller’s market, was much less prevalent with the cooperatives than with their private competitors. They acquired a
reputation as fair distributors of scarce goods. Beside the organizational links of the individual co-operatives with their wholesale
companies were strengthened. These companies had been founded
mostly around 1900 (Germany 1894, Sweden 1899, Finland 190405, Austria 1905, France 1906) following the British example of
CWS (1863).(12) However, their growth had been hampered by the
fact that many retailing co-operatives preferred to have contacts
with other wholesalers too. During wartime the wholesaling companies via their import privileges became much sought - after sources
of goods - and therefore membership in these co-operatives of second
order increased enormously. By the end of the war some wholesale
companies - e.g. KF in Sweden - had established a very strong
influence on their mother co-operatives.
The same, not too idealistic, motive, the desire for scarce goods,
increased also the membership on the retail level. It is true that
many new members simply sought food and clothing and were not
cooperators in the idealistic sense of the word. However, the scope of
co-operative membership increased sizably during the period.
Since the domestic class struggle was mitigated by a kind of
internal peace pact in all countries at war consumer co-operatives
became during the war “quasi-official” institutions, as Jean Gaumont pointed out with respect to the French movement. The same
has happened, by the way, in Great Britain during the Second World
War.

17
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1.3.

THE GREAT CO–OPERATIVE PIONEERS OF THE
1920

After a turbulent founding period around 1900 and a period of
wartime consolidation the consumer co-operatives started the period between the wars with a solid financial basis and a positive
reputation. The wave of political reforms that led to the first labouroriented governments in Europe mitigated the political antagonisms, at least for a while.
The extreme politisation of consumer co-operatives had shown its
dangers and was about to be reduced. The economic efficiency of cooperation became more and more important to the co-operative
members as well as to the co-operative management. Inside the cooperative movement brilliant leader figures were about to emerge,
who often had served as trouble-shooters even before 1914 and who
were to mould the culture of co-operative enterprises well into the
1950‘s or even 1960‘s.
These pioneers truly believed in co-operation as a vision - but they
also believed strongly in efficiency, solid accounting principles and
in a clear chain of authority. Albin Johansson, the “monarchical”
ruler of KF from the 1920‘s to the 1950‘s can be regarded as the
epitome of the highly motivated, idealistic, innovative co-operative
autocrat. But there were hundreds and thousands of “small Albin
Johanssons” in all consumer co-operative movements of Europe.
These men wanted to have things done, and they saw their cooperatives as enterprises that had to be run efficiently. They usually
did not believe very much in co-operative democracy where their
own sphere of power was involved. Members’ representatives were
apt to play shadowy roles aside these great co-operative managers
- or they were clearly resigned to the sphere of rhetoric and propaganda as was Marcel Brot in Lorraine alongside the co-operative
entrepreneur Paul Thiriet, who built France’s biggest co-operative.
Similar figures would be Goedhart in Holland, Heinrich Kaufmann
in Germany or Sagmeister and Korp in Austria.(13) (A case apart but
also akin in many ways would be Gottlieb Duttweiler in Switzerland,
son of a co–operative manager who founded his private Migros
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business and later turned it into a co–operative group not recognized
by ICA).
Then, in the 1920‘s, these were young but already experienced,
innovative leader figures. Their task was to build efficient cooperative enterprises that could face peacetime competition - but
that on the other hand became more and more similar to their
competitors. But this was a two-way process. Duttweiler’s Migros
actually copied many co–operative strategies, appealed to the public, broke cartels in a defiant way and thus became a dangerous
competitor to existing consumer co–ops.(14) On the co–operative
side the visionary fighter against cartels and monopolies would be
Albin Johansson. Under his leadership, KF and its member cooperatives acted like dynamic entrepreneur capitalists, broke the
cartels in the Swedish mill, rubber and margarine industry and even
fought a gallant fight against the international lightbulb cartel.(15)
They thus won the respect and recognition not only of their members
but also of leading liberal economists.
In other countries, where the wholesale societies and their leading technocrats had not achieved such a predominant position, the
economic success of the consumer co-operative movement was usually less impressive. Where the elected officials held the strongest
role (as e.g. in parts of Great Britain and France) a certain spirit of
commercial conservatism tended to prevail that made for slower
growth rates and less rationalisation and innovation.(16)
From the point of view of co-operative democracy it can be argued
that the period of the great pioneer entrepreneurs is already one
where member participation tends to be more passive. Practically no
new co-operatives are founded after 1920 (except for Italy and Japan
with their belated founding waves after the end of World War 2)
(17). Already between the wars there were complaints that the
consumer co-operatives had given up the “true co-operative spirit”,
often voiced from political radicals, e.g. communists who found their
economic policies to pragmatic and their mode of functioning not
democratic enough. However, it must be said that this period, which
has produced thousands of small managerial autocrats, must be
seen in perspective against a period of fermentation around 1900
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that built a great movement on somewhat shaky economic ground.
In spite of the great depression of the 1930‘s many consumer cooperatives in different parts of Europe did surprisingly well - thanks
to co-operative managers who still had a high idealistic motivation
but also a keen eye for practical business. From a long-term point of
view the period of the “great autocrats”, however, produced some
economic problems too.

In addition to these pluri-central tendencies there were also
dualities and rivalries on the central level between ideological and
lobbying organizations on the one hand (co-operative unions), that
also performed some economic activities (auditing, publication of
the co-operative press, etc.) and the wholesaling organizations.
Usually in the end the wholesalers got the upper hand by taking over
most of the economic asks of the “ideologues”. But this usually
happened only after World War 2, in the ’sixties and ’seventies. For
the interwar years we can note that those movements, where
wholesaling and ideological activities were welded together in one
organization (KF or the “neutral” SOK in Finland) usually fared
better than where they were separated.

In many cases they left their jobs a little too late as happens often
with great leader figures - and when they were not able to destine a
“heir” to their position in time, the co-operative tendency for collective leadership and its built–in slowness of decision-taking became
very apparent afterwards. As regards the wholesale organisations
the leaders of the emerging big regional co-operatives made it quite
clear in time that they were not willing to tolerate domination by
their “common subsidiary”. Even Albin Johansson was challenged
in his late years by a number of “young turks” from the big regional
societies. The activism of the great leader figures had only overshadowed a structure that was to prove as an economic handicap in later
years.
In terms of Max Weber’s theory we can regard the consumer cooperative movement of the interwar-period as one that was already
transforming from a charismatic movement to a bureaucratic, hierarchical organization.(18)
Already before World War 1 the word of the day was merging
small, inefficient co-ops to form large multi-outlet co-ops on a city or
regional basis. This early enthusiasm was somewhat reduced when
people like Albin Johansson and his successors realised, that the
formation of strong regional co-ops would generate in the end
competition for the wholesale organizations: it is not by accident
therefore that Sweden with its strong KF central organization has
still more than 130 member co-operatives.
In the case of France where the co-operative organizational
system has dramatically broken apart in 1985-86 we can trace some
roots of it already to the regionalization plans of Ernest Poisson
before World War 1, which tended to create a pluri-central structure
with a relatively weak wholesaling center.
20

Another bipolarity materialized where early mergers had formed
extremely powerful retailing co-ops in capital cities such as Stockholm, Helsinki or Vienna. These giant retailers were at a very early
stage able to buy at equally favourable prices as their wholesaling
organizations, whom they tended to regard as equals if not as
subordinates (Even recently a KF official described KF - somewhat
too modestly – as a “tiny island in the sea of Konsum Stockholm”).
These were the earliest “regional kingdoms” in the world of consumer cooperatives, often admired and somewhat feared by smaller
rural coops. The latter tended to flock around their wholesaling
organization (which tended to be their stronghold because of the
voting procedures in central organizations). In the present era of cooperative “supermergers” these giant societies with their long independent tradition may represent an obstacle - if they are not playing
a leading part - as they did (covertly) in the Austrian supermerger
of 1978.
The giant co–operative of Helsinki, Elanto, had e.g. always stuck
out of the “progressive” camp of Finnish consumer co–operatives by
being more open to “non-leftists” and thus being able to avoid a
strong “neutral” competitor from the SOK-organization on their
home turf. When it became clear that Elanto with its strong economic resources and longstanding autonomy would not be able to
dominate the super-merger of the progressive E-movement in 1983
it stayed out of it.

21
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In a period of the 1920‘s and 1930‘s when most of retailing still
consisted of small independent businesses consumer co-operatives
still enjoyed some competitive privileges. In many countries of
Europe these were their commercially most successful years. Even
in Austria, where politically motivated repression started after 1933
with a conservative dictatorship close to small businessmen‘s lobbies, the movement succeeded in guarding its independence (with
the help of the agricultural coop movement) and to build an industrial sector in spite of the depth of depression. Italian fascism and
German nazism, however, were a much stronger challenge to cooperative independence and growth. Thus consumer co-operatives
had to be refounded after 1945 in Germany and Austria because the
regime had transformed them into instruments of their party
organisation.

and willing to make their purchases by car. In this context the
management - dominated Swedish cooperatives were more (technically) “progressive” than many traditional British or French working–class cooperatives.

2.

AFTER 1945: FROM WEALTH TO DECLINE

Up to the 1960‘s, however, one can say that consumer coops in
many European countries found themselves in a relatively favoured
position. Private businesses were still largely unorganized, even
though grocers‘ cooperatives and chain store movements organized
by private wholesalers responded to the cooperative challenge since
the 1930‘s. The co-ops had a national image, store fronts largely
followed a unified pattern - some symbols, like coop or the infinity
sign even became internationally accepted. - However this unity was
more apparent than real because it camouflaged the pluricentrism
mentioned above.
Still, the more pragmatic and “technocratic” movements served as
innovators in European retailing, largely by adapting models from
the U.S. Self service was imported at the end of the 1940‘s and
beginning of the 1950‘s with consumer co–ops often at the head of the
development. Large–scale sales outlets (supermarkets and hypermarkets) were also pioneered by many cooperatives in the 1960‘s.
However, where elected lay members played an important role these
changes were rather followed than introduced because opening up a
large unit often ment closing several small neighbourhood stores.
This was not well accepted by elderly cooperators who were not able
22

Even more reluctance was shown by co–operatives to adopt the
“discount store revolution” that became apparent in the 1970‘s and
is still going on in many countries and branches of business.
The minimisation of personnel in discount operations went
against the usually strongly entrenched trade union interests in
consumer co-operatives, the limited assortment of discount grocers’
was also opposed by elderly members and their representatives
because it went contrary to the tradition of the co-op as “universal
provider”. The tendencies of the 1970's and 1980‘s of retailing
markets to split up into high quality, even luxury outlets and
extremely cheap “no-frills” operations left the co-ops in an uncomfortable middle ground. Where they went into discounting they usually
did so as belated “followers” (as in Austria) or buyers of formerly
private chains (as recently in Finland), not as pioneers. Costly
experiments with highly sophisticated department stores went
against the lower middle class image of co-ops and cannot as of yet
be regard as a success.
Nevertheless, up to the ’sixties, the co-operative world seemed to
be in order. Some consumer co-operatives even had become very
rich: an enormous mass of real estate property had been acquired
which helped to cushion the first operational losses and which made
it also easier to regard these losses as temporary and not as signs of
a great crisis to come.
2.1.

A SHORT COUNTRY-SURVEY

Consumer co-operatives in Great Britain however, may have
acquired a greater maturity in their life cycle even at that time. The
famous “Gaitskell-report” by an independent commission came to
alarming results already in 1958.(19)
It named the following causes for the stagnation of British
consumer co-ops: The shops of the movement were badly situated,
23
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old fashioned and did not cater to the changes in tastes that
increases in consumer incomes had brought about. Besides prices
and qualities of the offered goods were not always up to the highest
competitive standards. The reasons for this were seen in relatively
poor standards of management due to interference by lay bodies; the
commission claimed that internal recruitment patterns should be
changed by admitting young people with higher education. Closer
contacts to the private sector in order to stay in touch with new
trends were also recommended. The structure of the movement,
independent local co-ops, was named as a factor that hampered the
utilisation of the cost advantages of larger enterprises. Therefore
the commission recommended the reduction of the number of cooperatives from 918 in 1958 to about 200 - 300. All co-operatives
should consist of a minimum of 15 shops. Besides a national organization for the sale of consumer durables was seen as advantageous.
In general the ideas of the independent commission were aiming at
a stronger commercialisation, they were focusing at the entrepreneurial aspects of the movement and could be regarded as “technocratic”. But this report was not taken seriously by a movement that
still felt strong and self-confident and where distrust against “experts” with higher degrees was quite strong. The other movements
did not take this warning very seriously, because the British, as well
as some of the French co-operatives were seen as the most “oldfashioned” ones, where a strong tradition of working-class culture
had favoured an anti-technocratic and anti-intellectual bias. The
consumer co-operative decline in Great Britain has continued after
the Gaitskell report up to the present day. However, it was only the
precursor of more dramatic events in other co-operative movements.

But this was in fact the beginning of the end, because only the
weakest of the regional co-ops had flocked around the wholesale
company and the latter was not strong enough to cure them. Coop
Nederland which in itself had some problems, thus had to cope with
the accumulated weaknesses of the newly merged retail societies
and this was too much for it. The plans of 1971 and 1972 for a cooperative renaissance could not be put into practice. In the crisis of
1973 Coop Nederland and Coop u.a. had to be sold to private
competitors, a feat that was possible because they had still rather
interesting production facilities. Otherwise a more dramatic solution might not have been avoided. Some of the strongest remaining
co-operatives chose to change their character and to become private
enterprises or to sell out too.

It was in one of the more “technocratic” consumer co-operative
movements that the crisis became blatantly apparent. The Netherlands were characterized by an extremely keen competition in
retailing already in the 1960‘s. At that time a dutch commission of
experts came to the conclusion that the 18 big retail societies and
their wholesale subsidiary Coop Nederland had to form a single
company within short delay in order to create a strong and unified
organisation. In 1970 11 regional co-operatives merged in order to
form Coop u.a.

24

Parallel but less spectacular events happened in Quebec and in
Belgium, once a model of consumer co-operation where the co-ops
had to hand over most of their big shops to Carrefour and are now a
relevant factor only in the pharmacy sector of retailing.(20)
In West Germany a major catastrophe could be avoided around
1975 mainly by the fact that the Bank für Gemeinwirtschaft had to
step in to reorganize the weakest parts of the consumer co-operative
movement in order to protect its credits.(21)
Attempts for an autonomous structural reform of the German coop sector in 1967 and 1972 had failed. The co-ops had not been ready
to master the difficulties in a common effort, because each co-op that
could afford it wanted to guard its full independence of action.
Thus all attempts for a common pull were hampered by built-in
restrictions on inter-co-op co-operation that had been claimed by
managers and members’ representatives who wanted to keep their
autonomy. In spite of a dramatic revolution in German retailing
(with a massive national increase in sales area and a concomitant
threat for the weakest participants to be thrown out of the market)
the consumer co-ops were not able to develop fundamentally new
strategies. Only when their biggest creditor stepped in - temporarily
helped by some international co-operative solidarity from the Scandinavian countries - a structural reform was possible. A new generation of managers, largely recruited from outside the sector, seemed
25
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able to turn around the fate of the movement. However, even a
temporary success was only possible after most societies had given
up their juridical quality of co-operatives and had been organised in
a hierarchical concern in which the majority capital owners had the
decisive say.

consumer co-operatives of a country. It has usually been fiercely
resisted by the stronger retailing co-operatives who did not want to
give up their independence in order to be reorganised by a company
“owned by them”. When Harry Hjalmarsson, boss of KF in the 1960‘s
put the idea of “Konsum Sweden” to discussion in the central bodies
of Swedish consumer co-operations e.g., it was soon interred. At that
time the dominant regional co-operatives were more in favour of
local mergers, a fact that prompted smaller Swedish cooperatives to
form their own pressure group inside KF to protest against a policy
of discounts on large orders that was regarded as an unfair push in
the direction of regional mergers.(23)

The strongest co-operatives who felt that they could survive on
their own did not participate in that solution because their management was not willing to subordinate its sphere of decision to the new
central coop-AG. Thus the potent co-op ASKO Saarbrücken e.g.
stayed independent, changed by itself into a limited company (AG)
and has become one of the most aggressive participants in the
German retailing market. Coop-Dortmund stayed a “classical” co-op
and is doing very well in its regional sphere.
Thus the rescue operation of the mid-seventies involved only the
weakest co-ops and it brought about a disintegration of the consumer co-operative sector. Nevertheless it must be regarded as a
relative success, because a big scandal or major bankruptcies could
then be avoided. The formation of the coop AG group was finished
in 1985. But a somewhat excessive expansion course led to trade
union and Scandinavian co–operative capital to be withdrawn from
the rather intransparent enterprise. A large number of shares was
placed at the stock market - just before the crash of October 1987.
Already at that time there were rumours that the group was in
financial difficulties. A full-fledged crisis broke out at the end of 1988
but seems to be under control now as a number of powerful creditor
banks have stepped in to reorganise the group. Just like during the
“co–operative epoch” a lack of control by the owners and creditors
may have encouraged a quasi-autonomous management to engage
in risky experiments. Besides there seems to have been outright
fraud. This can be seen as a parallel to an experience like the “Neue
Heimat” building concern.(22)
The “big merger” solution has been put forward in a number of
countries from the 1960‘s onward, but has been put into practice only
in Austria and in the “progressive” E-movement of Finland. Usually
it has been favoured by the central institutions of the movements,
especially the co-operative wholesale companies who wanted to be
the driving (and dominant) force behind the unification of all
26

Austria, as has been said, was the actual pioneer of the “one
country - one co-operative” solution in 1978. More than 95 per cent
of the consumer co-operative sales volume could be integrated into
one giant co-operative (only some small societies in alpine regions
stayed out).
The fact that this was possible may have something to do with the
small size of this country, the political weight of the Austrian trades
union federation (ÖGB) who put enormous efforts behind this
merger - and sadly, with the fact that some big co-operatives were in
very bad shape and in fact too big for the traditional rescue operation
by regional merger. Unfortunately the economic results of the
“supermerger” of 1978 up to now are not really encouraging either.
16 different companies had to be merged into one entity, a formidable task that created some initial chaos and a constant danger of
bureaucratisation. The central bodies, the wholesaling society
(GÖC), its financial institutions and the co-operative union
(Konsumverband) were not strong enough to impose their dominant
role, which was covertly played by the big consumer co-op of Vienna,
(after World War I the biggest consumer co-op in the world).
Unfortunately the economic results of the first ten years of this giant
co-operative are not too encouraging. The strong involvement of the
trade unions may have delayed investment in some sensitive areas
like discount shops, where competitors were able to take a decisive
lead. It may also have guaranteed some “social advantages” that
were a cost handicap for the firm. Furthermore, the sheer size of the
company and its formidable image as the “red giant” in retailing may
27
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have created a not too well-founded feeling of strength and confidence. A high rhythm of investment was kept up in spite of a less
than satisfactory cash-flow - with unfavourable results on the debt
side of the balance sheet. An ailing department store chain was
bought which is to be “traded up” to a luxury image which is
generally not associated with the co-op group. In 1988 a new “concept
2000” was prepared in great secrecy and steps were taken to
transform some of the production and trading enterprises into
limited companies. The eventual outcome of this policy of restructuration and expansion is still uncertain, even though one positive
aspect of “concept 2000” is already visible: the enterprise has
adopted a policy of becoming a pioneer in environmental protection
- a fact that has certainly benefitted the image of Austrian consumer
co-operation.

hoped that these two “strong brothers” will help the retailing branch
to recover.

The Austrian solution has served as a model for the “progressive”
wing of the Finnish consumer co-operation (the “neutral” wing has
been considering a big merger too, but because of its strong spirit of
local autonomy has not even succeeded in bringing about a reduction
to 30 regional cooperatives that was envisaged in 1983(24)). In
Finland, consumer cooperation has played a dominant part in
retailing (but also in the hotel and restaurant business) for decades.
The last twenty years have been economically disappointing, however, for both main co-operative groups. When the situation of the
“progressive” E-movement had become critical, its wholesale organization went for a unification on the Austrian model (also with
political support by party and unions in order to convince the lay
members of the boards.) However, the big city co-operative of
ELANTO in Helsinki was not allowed to play the dominant part(25)
that Vienna had played (even if not officially because that would
have antagonized the “provincials”). Therefore, in spite of strong
pressure, ELANTO in the end decided to stay out of the merger that
was to form EKA. EKA has adopted an offensive strategy, has split
its shops into several “chains” and has bought a discount competitor
in the Helsinki area. The measures taken by EKA are generally
regarded as commercially sound, but the merger was a last-minute
operation and the capital position of the group was not too good. EKA
is linked to an insurance.group and a big building concern and it is
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In Sweden as well as in Finland the economic results of a
traditionally very powerful consumer co-operative movement have
proved in the last 20 years to be less than satisfactory. For quite some
time the Swedish co-operatives were envied by their brethren in
Europe because they had succeeded in gaining a good foothold in the
non-food-market - according to Engel’s law the right thing to do,
because rising incomes will lead to a decreasing share of income to
be spent on food.
However, the non-food branch of the Swedish co-operatives, their
department store sector turned during the 1970‘s from an asset to a
liability of the movement. Many co-operatives had been proud to
dominate the central areas of their towns with their “flagship”
department stores. They often had pioneered the hypermarket
revolution too, but while their hypermarkets usually turned out big
successes, the department stores often became money losers and
hard to get rid of. The structure of the movement still follows the
traditional pluricentral co-operative model. The central wholesaling and industrial giant KF, still remains the subsidiary of more
than a 100 mother companies. Its leaders have not encouraged big
regional mergers enthusiastically during the last decades because of
the danger of getting “several KF’s”. Albin Johansson’s attempt in
the 1950‘s to preserve a multitude of independent local co–operatives and one big KF servicing them with warehouses all over the
country did not work, however. A slow process of regional mergers
is continuing. An internal reform of KF (KF’85) has been aiming at
splitting the giant complex up into many profit centers (according to
the spectacular success model of ASEA). However KF has no real
possibility to reform weak retailing co-operatives, since its “hospital
society” SHF which could take over the management of sick co-ops
was dissolved in the “fat” 1960‘s following the wishes of autonomyminded co-operatives.
Still, KF has to bear the ultimate responsibility for the solvency
of all consumer co-operatives. In an important speech from 1986
with the churchillian title “Blood, Sweat and Tears” Leif Lewin, KF‘s
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general manager, cited the French crisis of 1985-86 as a “warning
example to all who would like to breach the link of solidarity” with
those co-operatives who were on a weak standing.(26) That he had
to do so is an indication that some grudge has built up in wellmanaged and profitable co-ops against those who had to be subsidized via special price rebates by KF and - indirectly - by its owner
co-ops. Lewin has also expressed a certain nostalgia with regard to
the old power of KF to take over the management of ill-functioning
co-ops. However, for the time being the formula “subsidies without
sanctions” is not yet outdated in Sweden, even though it does not
appear to be a viable long-term solution.

the reigns these co-operatives were able to develop with the rhythm
of French-retailing.

The KF-group has in recent years lost its dominant position in
Swedish retailing to the private ICA-group - a chain system organized by wholesalers on the basis of “independent” but financially and
otherwise influenceable private retailers (even when the retailer
succeeds in buying 99 per cent of his firm, of which he may own in the
beginning only 10 per cent, the central company still holds the lease
on his shop.). ICA has started its co-operation in the 1930‘s as a
weapon against the then triumphant consumer co-ops and is thus in
a way a heir to their organizational impulse. Today the strong
identification of the private retailer with his operation due to a high
profit potential is said to make a strong difference to the employee
- directed point of sale of the co-operatives.(27)
The big crisis of 1985-86 in France with the collapse of FNCC and
SGCC (the ideological and commercial central organisations) cannot be fully discussed in this short overview. Suffice it to say that
French consumer co-operation has been hampered from the start by
a relatively weak central authority and centrifugal tendencies. An
obvious weakness for many decades has been the lack of big city co–
operatives (Paris, Marseille, Lyon etc. have been co-operative wastelands for a long time). This may be due to the fact that only the
moderate left was interested in consumer co-operatives while the
strong communist wing of the French worker’s movement would
only regard them as a tool in class warfare. Thus French consumer
co-operatives were only important in the industrial North and in
some relatively rural areas where the christian, politically neutral
co-operative ideology took roots. Where pragmatic technocrats held
30

In the north of France with its traditional working class culture
coops tended to form islands of commercial traditionalism that were
flooded by the hypermarket revolution of the 1960‘s and 70‘s. For
many years the wholesaler SGCC was forced to subsidize these
structurally backward co-operatives who originally had a large
share of their market but lost most of it as their old faithful members
gave way to a younger, less ideologically committed generation.
Some other co-ops tried to jump the hypermarket train belatedly and
ruined their finances by overinvestment. This situation led to a
rebellion of the soundest regional co-operatives in 1985 who probably had no other choice but to sacrifice their wholesale company and
the weaker co-operatives in order to retrieve the credits extended to
it. The process was accentuated by a financial panic and has not yet
come to a clear end, but it seems that only the co-operatives of
Saintes and Strasbourg will have a fair chance to survive on their
own. Those areas where the traditional cooperative spirit had been
strongest, however, seem to have little chance to recover.
Whether it may be termed a true cooperative organisation or not
- Migros had a pioneering role in Switzerland as regards the creation
of more dynamic retailing markets. Migros’ active price policy, its
mobilisation of consumers already started in the 1920’s and continued after the founder, Gottlieb Duttweiler, had handed his enterprise over to the consumers in 1941.(28) This competition was a
healthy challenge to the traditional co–ops. As a consequence, the
two cooperative giants are today dominating Swiss retailing with a
market share of 22 per cent (Migros) and 15.7 per cent (coop). They
are still showing a healthy growth in turnover and membership.
Maybe the economic success of consumer co–operatives in Switzerland is actually due to this creative rivalry between traditional
cooperatives and a group of “new cooperatives” with a private origin.
The traditional Swiss coops had been faced with a supplier’s
boycott before World War I and had been forced by this factor to
concentrate and to start their own production plants already at that
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time. In the 1960’s the efficient and strongly centralized Migros
organisation with its only 13 regional coops forced the traditional
coops to engage in another big step towards restructuration. This is
a process that is continuing well into the 1980’s due to strong
resistance by independent primary cooperatives facing up to the
arguments and financial pressure of the central organisations. At
present there are still about 500 local and regional coops. Their
amalgamation to bigger units is at present pursued in a “soft” way.
Migros serves as a model also where shop structure and marketing
strategies are concerned. Migros introduced the first self-service
shops in central Europe (1948), it pioneered supermarkets and
hypermarkets as well as special shops. Migros is also increasingly
active in the non-food area. The Migros cultural program (financed
by the statutory one per cent of turnover destined for culture has
contributed enormously to the well–publicised positive image of the
organisation. The new consumer tendencies towards a more active
interest in protecting the environment and health food were also
taken account of at an early stage.
In all of these areas the traditional Swiss Coop organisation is the
follower and not the leader. A more restricted financial sphere of
action and the higher autonomy of elected officials and members
may play a limiting role in this context. Democratic revolts against
technocratic centralised leadership have occasionally happened at
Migros too. The so-called Migros-Spring of 1980 has continued a
tradition of unsuccessful revolts that started already at the time
when Duttweiler was still at the reigns of his new “cooperative”. This
may be a sign of the fact that even a pro-forma democracy can show
signs of real life, especially in a society with strong democratic
traditions like Switzerland. At the same time the dominant position
of a successful management vis a vis such a democratic revolt is also
reaffirmed by this example.
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CONCLUSION

In general we can resume that the lot of consumer co-operatives
in Europe has been not to easy in recent years. At present only the
Norwegian movement seems on a path of strong expansion - but it
is still very fragmented and may benefit more from its strength in
the savings area than from a true comparative advantage in retailing. In Italy co-operatives seem to be faring slightly better too, but
the state of Italian retailing with its multitude of small independent
shops is one of the most backward in Europe. The same may partially
hold for Japan, where retailing is not part of that one third of the
economy of big modern enterprises that has acquired world dominance in so many fields. There the co-operatives have been so
successful in recent years that they have even prompted unfriendly
law projects inspired by their private competitors - an action taken
or demanded in Europe rather during the first half of this century.
An aspect of the Japanese consumer co-ops’ success that may be hard
to copy are the “Han”-groups, collective buying groups where the
socially discriminated Japanese housewifes find an accepted field of
action. More important for possible imitators may be the aspect that
young environmentalists from university co-ops - later active in the
“normal” co-op sector -succeeded in Japan to give the co-ops a very
“green”, progressive flavour appealing to the new middle classes.
Europe’s consumer co-operatives on the contrary have generally not
really succeeded in becoming the champions of environmentminded-retailing (despite some early advantages in this field).
Japan thus may be regarded as a model in this field.
In conclusion we may state that the present crisis of consumer cooperatives is due to a variety of reasons.
1) The increasing competition in retailing has lead to a downward
pressure on margins which has made seem some “social aspects”
of co-operatives costly luxuries. Privileged relations with trade
unions, a reluctance to close money-losing shops or a wish to
avoid discounting or other ways of minimising personnel cost are
prone to lead to losses even where relatively small percentages of
turnover are concerned.
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2) The downward pressure on margins has made it difficult to earn
the traditional dividend which is still regarded as the trademark
of consumer co-operation in many countries. Since the technique
of withholding part of the dividend has been a traditional tool of
self-financing and since members confronted with a “dividend
pause” may choose to call back their shares the build-up of own
capital is severely hampered.
3) The very solid wealth accumulated by consumer co-operatives in
the decades up to the 1950‘s and 1960‘s made it all too easy to
“overlook” the first serious losses, to regard them as temporary,
or to blame outside factors (unfriendly governments, the business cycle, shifts in consumption patterns etc.)
This led to a “culture of not facing problems”, and an art of
explaining them away, that has proved very detrimental. Problems that are not energetically faced at an early moment tend
to become too big to handle, and a fall from imagined strength to
depressed resignation may ensue. If losses are not fought early,
financial charges also tend to become a very high burden.
4) The consumer co-operatives that had and have the biggest
problems seem to have been those most closely linked to traditional labour movement culture.
5) Tensions between parallel organisations on a central level (typically an “ideological” one and a commercial one) have in general
led to a victory of the “businessmen” over the “ideologues”. But
more problematic and unsolved are the problems of a pluricentrism created by large regional mergers, where the central
organisations tend to become the battlefield of fending “regional
barons”.
6) The central bodies had in the past the duty to guarantee the
solvency of all co-operatives without always having the concomitant right to guarantee good management. Strong regional co-ops
tend to resent, however, the fact that they have to pay for
subsidies to weak co-ops via higher wholesale prices, low interests on loans to central bodies etc. This may present a centrifugal
danger, if strong regional co-ops decide to buy cheaper outside the
sector.
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The German solution, a “coop AG” functioning as a holding
company with strong central authority, solves some of these
problems but at the price of the traditional co-operative law
model. However, a new legal form does not guarantee more
efficient controls by the owners of the enterprise. The supermerger is another possibility but it has yet to prove its commercial
viability. Today most successful models in retailing tend to
minimize bureaucracy and opt for at least a limited degree of local
flexibility.
7) The role of the members and of their elected representatives in
this picture is not a too glorious one. Members tend to become
pure customers and to judge co-ops today mostly by their performance compared to other shops. The old ideological commitment
seems to be dying out. Members’ representatives often seem to
be self-recruiting elites rather out of touch with the mass of
member-customers. Managers of co-operative enterprises usually regard them as “the problem and not the solution”, since they
tend to be interested in co-operative democracy and on the lower
levels often have to be persuaded by little presents or shows to
come to meetings.
From the “technocratic” point of view many co-operative movements should be reorganized according to the holding company
model. But then economic arguments alone are not all that counts.
There is an enormous potential of creative idealism in our “postindustrial” society, and even the old co-operative spirit seems quite
alive, as we can see by countless “alternative” health-food co-ops and
workers’ co-ops that succeed in staying afloat for at least some time.
Today‘s educated young consumers may also be potentially interested in having a say in the firm that they buy their goods from. Some
“traditional” co-operatives like the one in Dortmund are still faring
quite well. Maybe one should have a closer look at those co-operatives who have achieved excellence in their field. The general picture
is, admittedly, rather bleak. As regards the relationship between
member (customer) and co–operative, the basic prerequisite is that
everything is working well at the point of sale. When price quality
and service are comparable to that of the competitors there is a
chance of gaining additional points by creating a feeling of “togeth35

erness” with the co-operative. This atmosphere of trust could be
favoured by taking into account the specific interests of members’
families.

These interests are not only economic in character but also social,
cultural and human. Sometimes these post-materialistic tendencies
seem to lead to the foundation of “new consumer cooperatives” of a
biological, alternative character. These co-operatives are memberoriented, anti-hierarchical, often members contribute their work
effort just like at the beginning of the century during the “founders’
wave” of today’s established consumer co-ops. This mobilisation of
idealism and the interest in protecting consumers show that the
cooperative spirit may be reborn. On the other hand the new
biological co-ops show some of the negative aspects of the founders’
wave too...

As industrial societies have become quite well-to-do membership
motives may focus today in the personal sphere: friendship, family
relationships and the specific problems arising from that personal
sphere could be addressed in membership circles. Our value systems
have changed: interpersonal relations, shopping not only as an
economic act but also as a social activity, active interest in environmental issues - in all these post-materialistic areas cooperatives
could play an important role, provided their truly economic function
is at an efficient level. Members’ study groups in areas like health
food and other non-economic activities could create that feeling of
togetherness. But the decisive basis for all of this lies in an efficient
and competitive sales and production network.
Workers’co-ops as a
grass roots movement win approval
from political workers’ movement despite of Marxist opposition to their
“petty
bourgeois”
character.
Tendency to use coops
for political funding,
strike support and
as employment reserve for blacklisted
activists.

Co-ops mostly founded by aristocratic
or grand bourgeois
“benefactors”. Liberal view of coops as a
method of social reform
Ideological
Context

1895-1914
Increase in consumer purchasing
power and high economic growth. Grocers’ associations
lead defensive fight
against consumer
coops.

1865-1895
Backwardness of retail trade compared
to
productivity
growth in industry.
Consumer exploitation by credit usury,
denaturation of groceries. High margins

Social and
economic
environment

36
Integration into the
war effort gives
coops in some cases
quasi-official status
and support of authorities

War-induced shortage of goods favours seller’s market. Consumer resentment against
producers and retailers profiting from
their increased power.

1914-1918

Tendency towards
depolitisation (partially because of
pressure from political Right)

Modernisation of retailing: chain stores,
coops for retailers,
other forms of common purchasing
(partially as a result
of war). Cheap department stores,
single-price shops.
Food production and
processing only in
initial stage of industrialisation

1918-1933

Attempts to guarantee survival of coops under dictatorial regimes lead to
forced depolitisation (and later problems of collaboration)

Attempts to close access to retailing to
coops and other big
companies as a result of economic depression. Protectionist limits on number of coop shops etc.

1933-1945

Continued tendency
away from ideology
but to different extent in various countries

since 1960
Dynamic modernization in retailing
pushes aside the
weakest participants in the market. Enormous increase in sales area
despite attempts of
legal and administrative limits.
Massive price competition denotes
end of sellers’ market
Ideological involvement of consumers reaches minimum. Environmental issues become important but
are rarely put forward by co-ops as
leaders

1945-1960
Modernisation of retailing is progressing, but coops often
keep a competitive
advantage because
of size and organisation. Post-war boom
continues sellers’
market into the
1950's
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1945-1960

since 1960

Membership growth
mostly motivated by
wish to gain access
to scarce goods

Tendency towards
collective leadership on federative
level. Since about
1975
increasing
recruitment
of
“trouble shooters”
from outside the coop sector

“Regional feudalism” of big coops.
Central organisations lose authority
over big and successful
regionalcoops. Begin of discussions on national mergers

Elective
officials A group of highly epoch of highly motivated leader figures, (co-operative pioneer entrepreneurs with
play important role motivated idealistic highly autocratic tendencies). Internal recruitment of managers, even top managers are
professional mana- supposed to have “started from the bottom”
in management
gers is forming

Economic federations (wholesale organizations) are asserting dominant
role over ideological
federations

Problems
with
membershipgrowth and increase of share capital
as dividends have
to be curtailed or
abolished

Negative impact of
oppressive measures against political
workers’movement
in many countries

Membership growth
and buying loyalty
of ideologically motivated members,
but who tend to be
more passive than
in earlier periods

1933-1945
In cases where coops are not under political pressure, war
is acting again as a
pressure towards
centralisation

1918-1933
Strong position of federative organisations. Attempts to
form efficient regional coops and to
build up own production facilities

Model Countries

Economic
Achievements
and and
Problems

1895-1914

As during previous
period problems because of insufficient
capital, sales on
credit,dishonest administrators.
A
newly formed management elite is combating these problems and favours
professionalisation,
bureaucratisation
and centralised auditing procedures
Great Britain (CWS Great Britain - Ger1863)
many (1891 mandatory auditing, large
coops) - Belgium
(politicised coops)

High members’ dividends, but also high
risks. Large number
of co-op bankruptcies. Many co-ops
short-lived and dependent on founders’
enthusiasm
and personal virtues of individuals

1865-1895

Co-ops gain respectability as honest distributors of scarce
goods who refrain
from excesses of
profiteering in a sellers’ market

1914-1918

1933-1945
Despite
political
problems the depression of 1930s is
weathered rather
well by coops. Sellers’ market during
war boosting coops
again

1945-1960
Pioneering role as
regards introduction of novel US
techniques of supermarkets, self-service in central and
northern Europe.
More traditionalistic orientation in
France, GB and Italy

since 1960
Still leading role in
some countries as
regards introduction of hypermarkets.
Discount
shops
encounter
resistance of members and labour
unions. Since 19651970
increasing
problems of operational losses

Sweden (fight against cartels and monopo- Sweden (self-servi- Japan
lies)
ce, non-food activi- Switzerland
ties)

Pioneering achievements in some countries with regard to
industrialisation of
food production.
Higher efficiency
than fragmented
competition

1918-1933
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Employees and
Management

1914-1918
Wholesale societies’
strength increases
because of their access to scarce goods

Membership growth
on mostly economic
grounds (dividend)
members tend to become “customers”

Explosive growth in
membership. Political mobilisation of
members

Membership Ac- Small membership
tivity
of individual co-op,
high degree of interaction and activity

1895-1914
Around 1900 foundation of many national co-operative
unions and wholesale societies, usually
initiated by workers’ co-ops

1865-1895
Decentralised initiatives. First attempts to follow
British example of
creating wholesaling companies.
Consumer co-ops often members in global co-op federations

Federative
Organization
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account in favour of ELANTO’s management).
26) cf. L. Lewin in: KF-Ledarforum 6-1986.
27) cf. N. E. Wirsell: Handelsförnyelse, Stockholm 1986 about ICA.
28) Migros became legally a group of co–operatives by law in 1941 as
a gift of Duttweiler (who had no children) to his consumers.
However, the Migros coops are not members of the International
Co–operative Alliance.
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INTRODUCTION
The British retail co-operative societies could boast of having
more than 8.1 million members in 1986. Their turnover in the retail
sector amounted to some 5 billion pounds sterling, and they employed a total staff of 81,000. The co-operatives were 99 in number - of
which the two biggest accounted for roughly 30 per cent of the total
turnover. The Co-operative Wholesale Society (CWS) - with a turnover in the region of 2.3 billion pounds sterling and some 22,800
employees - is the biggest wholesale company in Western Europe.
The CWS owns 35 factories, numerous farms with a total acreage of
35,000 acres (approx. 14,000 hectares), and 19 distribution centres
throughout the country. The latter supply to the retail co-operative
societies. The Co-op Bank is one of the most successful enterprise
founded by the consumer co-operatives. It emerged from the banking
department of the wholesale company. With 1.5 million depositors
it has meanwhile become the fifth largest bank in the United
Kingdom. One in six of all British families are clients of the Cooperative Insurance Company (CIS). Thus it can be said that the
consumer co-operatives in the United Kingdom are “big business”
today, as indeed the above mentioned figures would bear out. This
impressive co-operative movement, with the CWS factories and
farms at its centre, started out from very modest beginnings around
the middle of the last century. Ideologists and activists in the cooperative movement at that time hoped that it would be instrumental in transforming the capitalist society of the day. Yet despite the
considerable successes which the movement was able to book during
the first hundred years after the initial founding phase was completed, the ambitious plans of its founders could only be realised in
parts. Structural changes in the retail trade (including the advent of
the big chain stores) left the retail co-operative societies less competitive ... the former pioneers of the retail trade had to go over
increasingly to the defensive. Their share of the retail market has
been falling steadily and virtually without pause since the 1950’s. As
competition for market shares became more acute, the Co-ops found
themselves coming into conflict with their own social ideals. The
need to accumulate capital meant that they had to cut back on the
“divi” i.e. the redistribution of trading profits to the consumers.
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Apart for the ideological link, this financial incentive was an important aspect of the goodwill which the co-operatives enjoyed with
broad sections of the consumers. The necessity to concentrate meant
that modifications had to be made to the internal structures:
organisational and management duties hitherto performed by members on an honorary basis were increasingly taken over by professional full-time managers. Apathy on the part of most members
enabled these changes to be made easily in many cases as did the
need to diversify business interests in other cases. The managing of
a department store is a much more complex business than running
a traditional type shop dealing mainly in groceries and not much
bigger than a small privately-owned grocer’s shop. The concentration process gathered momentum in the last ten years - not so much
because the individual companies were keen on merging, but rather
because they had little choice in view of the economic necessity to do
so. This is, of course, absolutely in line with the sentiments of those
sitting in the central organisations who believe that the retail cooperative societies can only hope to match the power of private
trading capital if they merge to form bigger units - or even better, a
unified national organisation for which there is now growing support.
This study follows the main phases of the British retail cooperative societies’ economic development. There are many important similarities to be seen between the history of the co-operative
movement here and those of sister movements in other European
countries, at least as far as the problems which arose subsequent to
the Second World War are concerned.
In this place I want to thank the late A. J. Ogilvy-Webb, P. Derrick,
H. Oldman (Public Enterprise Group, London); B. Bell, R. Garratt,
G. Pratt, I. Thomas and B. Howcroft (Co-operative Union, CWS,
Manchester) for valuable help in gathering the material for this
study and kind hospitality during my stay in England. Also I want
to thank the project team for thorough discussions of earlier versions
of this paper and my translators. Of course, the responsibility for the
text remains entirely with the author.
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GROWTH OF THE RETAIL CO-OPERATIVE
SOCIETY MOVEMENT IN BRITAIN UP TO 1945

tions by restricting working hours and child labour, also the enforcement of work safety regulations in the factories).

INITIAL PHASE

The year 1844 is an important date in the history of the consumer
co-operative movement in Great Britain. This was the year which
effectively marked its beginning with the founding of the “Rochdale
Society of Equitable Pioneers”. The first aim in the pioneers’ project
was “the establishment of a store for the sale of provisions, clothing,
etc”.
Indeed, the founding of the Rochdale Society can be regarded as
the moment of conception of the modern co-operative movement
internationally - not just in the United Kingdom.
The roots of the co-operative movement should be sought in the
living conditions of the working classes in the early days of capitalism (cf. the study conducted by F. Engels in 1844, for example). The
Lancastrian town of Rochdale lies some 19 kilometres distant from
Manchester - the town which came to be a symbol for the ruthless
capitalist exploitation of that era.
“The Hungry Forties” were particularly grim. A period of economic depression began in the year 1836 and - except for the brief
recovery in 1844/45 lasted right through until 1850. This meant
wage cuts or unemployment for the workers in the industrial
regions. Their need to buy goods of everyday necessity on credit
made them increasingly dependent upon the shopkeepers. The
latter often demanded excessive prices for adulterated goods.
The trucking system (i.e. the since 1836 illegal practice of paying
wages in goods instead of cash) was still rife - if only going on behind
the scenes - particularly in the coal mining areas outside the big
cities.
Accordingly, efforts aimed at bringing about social reform targetted on the supply of goods of everyday necessity at fair prices and in
unadulterated quality (as well as upon improving working condi50

The social deprivation of broad sections of the population stood in
contradiction to the optimism of the bourgeois elite. These conditions were criticised by the early socialists, for example (known also
as “Utopian socialists). One of their most prominent members in
England was Robert Owen. He realised that the industrial revolution was a continuous process which could not be stopped and thus
he saw the fruitlessness of workers smashing newly installed
machinery. Those institutions of society which operate on the basis
of private-ownership and competition “serve the purpose of providing only a small number of people with considerable riches and
power without paying any regard to the well-being of those who
actually create these riches” (according to Elsässer, 1984). In his
own factory at New Lanark Owen introduced such reforms as a
reduction of working hours, continued payment of wages to sick
workers, grocery supplies, works pension and social insurance
scheme. The commercial success of his factory apparently did not
suffer as a result. The experience which he gained in the application
of these principles inspired him to draw up a comprehensive alternative society model. Instead of the then predominant factory
system and the concentration in big towns with their poor living
conditions Owen planned the setting up of producers’ co-operatives
as “villages of co-operation”. These he would use as a lever to bring
reform to all sections of society - not just with regard to the
production and distribution of goods , but also in the context of better
housing, public health, and education on the basis of co-operative
principles.
However, his attempts to put these ideas into practice did not
result in any lasting success (for details of his individual projects see
Elsässer 1984).
Owen himself was not the originator of these co-operative ideas.
The ideological roots go back to the book “Utopia” written by Sir
Thomas More at a time which the feudal system was being dismantled in England. In 1659 Peter C. Plockboy brought out a scheme for
the formation of economic associations for farmers, craftsmen, and
seamen, etc. This idea was taken up and developed further by John
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Bellers, a Quaker living at the end of the 17th century.In the third
quarter of the 18th century groups of weavers in Scotland pooled
together to buy oatmeal for their families and in some cases acquired
small mills in order to make themselves independent of the millers
and tradesmen who charged excessive prices. Similar groups were
set up by workers at the Royal Navy arsenals at Chatham and
Woolwich. As far as the practical realisation of co-operative ideas is
concerned, the experience gained by self-administrating Baptist,
Congregationalist, and Presbyterian church communities were important.

As usually happens when major efforts fail to achieve their goals,
the remnants of the combatants concentrate on practicable reform
steps. The retail co-operative societies in the north of England and
in Scotland, who became the mainstay of the movement are a good
example here (from the very beginning they had escaped government repression) and the development of the trade unions is another. Initially the trade unions restricted their activities to “trade
unionism”, i.e. they concentrated on achieving an improvement in
the economic situation. Until the emergence of the labour party in
1893 they relied on the liberals to look after the political side.

A first wave of retail co-operative society openings was initiated
by Dr. William Knight in 1829 (Brighton). He also brought out the
magazine “The Co-operator” which appeared monthly from 1828 to
1830. Unlike Owen, he was not anti-religious; he believed very much
in self-help rather than looking to philantropically-minded wealthy
people or the state for assistance.

The Rochdale Society of Equitable Pioneers recruited some of
their ranks from the local “Rational Society” which had been
founded by the Owenites in 1838, and also from the Chartists.

However, very few of these first generation co-operatives were
able to survive. Owen was somewhat sceptical in his attitude
towards retail co-operative societies. He considered their objectives
as too narrow and trivial in comparison to his own far-reaching
plans.
But Owenism had already passed through its zenith as an impressive lesson as far as the early labour movement was concerned and
supporters of this philosophy began to disband into less significant,
sectarian-like associations. Meanwhile, the first trade union movement had collapsed in the face of massive government repression
back in the 1830’s. It was at the end of the ‘thirties that the Chartists
began to attract a growing following amongst the factory workers. In
contrast to the mainstream Owenists, the Chartists regarded the
political power issue as being central to their cause. (in the eyes of
Marx and Engels they represented the most progressive section of
the English workers’ movement at the time - c.f. The Communist
Manifesto 1848). However, the strike movement which they inspired with the object of winning more political rights (including the
equal voting rights for all adult males as well as a secret ballot) failed
in 1842.
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Owen’s objectives were reflected in the statutes of the Rochdale
society of 1844 in that it declared itself to be ideologically and
politically neutral (Article 1 “Laws and Objects” - see Appendix).
This article 1 embodies the long-term nature and ambition of the
society. First priority is accorded to the supply of provisions and the
securing of living accommodation and jobs. Secondary aims include
the setting up of agricultural communes, a comprehensive productive co-operative colony, and a campaign against alcoholism. In
keeping with Owen’s original ideas, it was intended to establish a
self-supporting home colony.
Seen from the viewpoint of the subsequent development, these
long term objectives were more declamatory in nature, but with the
state of awareness of the mainstream working class as it was at that
time, they had an important mobilising and motivating effect.
The rules and methods of trading were of immediate practical
significance to the subsequent, almost uninterrupted rise of the
retail co-operative societies:
1. Open membership: Every man or woman was eligible to join the
co-operative on the same terms as the founding members.
2. Interest on share capital was to be kept at a low rate. The number
of capital shares which could be held by any one person was

53

Franz Müller
restricted with the object of ensuring that no single person should
be in a position to influence the policy of a co-operative by
threatening to withdraw his capital.
3. Each member was entitled to only one vote regardless of the
number of shares owned.
4. Perhaps the most important and momentous novelty was the
mode in which profits were to be distributed. This was a problem
that had been the basic cause for the misfortunes of many earlier
co-operatives. If the co-operative distributes its surplus profits to
its members on the basis of the number of shares each owns, it is
in effect not different from any capitalist organisation. On the
other hand, if it were to share this money equally amongst all its
members, the active co-operators would feel themselves being
taken advantage of by the passive members. Alternatively, if all
surplus profits are channelled into the reserve funds, the temptation may arise to disband the co-operative after a time and
divide out the accumulated assets. The idea of selling goods at
cost price, and thus not making any profit at all, would not work
because of the risk of making losses and thus having to go
bankrupt in the event of errors being made in the cost calculation,
or in that of price undercutting by competitors. Furthermore,
there would be no money for self-financed expansion. The approach adopted by the Rochdale Pioneers was to sell the goods at
current market prices and to determine effective costs afterwards then credit each member’s account in accordance to the
amount of purchases effected.
This refund on purchases - or the “divi” as it was popularly known
- came to have a big drawing effect for the co-operative movement,
and was considered its most attractive feature. However, it also
happened that in Rochdale, as well as elsewhere, the members
became so absorbed with the task of running a successful retail
business that they lost all interest in exploiting their shop for the
purpose of raising capital for the originally intended establishing
of Owenite colonies (Digby 1971).
But the conflict between the paying of a dividend and accumulation of reserves was not to reach its full significance until much
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later when heavily financed privately-owned chain stores appeared on the scene to challenge the Co-op for its share of the market,
and the latter found itself forced to invest its profits in order just
to survive. However, this part of the story is proper to the
problems which the movement did not encounter until the middle
of our present century.
5. The principle of exclusive cash payment was important for a
healthy economic development during this initial stage. However, it also meant that the successful growth of the co-operative
depended to all that greater an extent on the support of the
better-paid workers.
6. The use of co-operative funds for educational purposes, an idea
which all subsequently founded co-operatives adopted,was a
result of the Owenite tradition in two respects. In the first place
it was a matter of raising the general standard of education
amongst members and their children in the days before schooling
became compulsory in England. Secondly, this was seen as a
means to acquaint present and future members with the cooperative principles.
7. The Rochdale Pioneers expressed in their final principle the
desire to remain neutral on political and religious issues. Although the management of local retail co-operative society shops
was usually in the hands of men and women of the same workingclass background as the vast majority of Co-op members, in the
early stages of its development the Co-op may have been radical
in outlook but it was not a class-movement. (Digby 1971).
As the economic climate gradually began to improve, the number
of people in employment increased as did the real wage level.
Nevertheless, the idea of saving money to buy a share in a cooperative, and of going without the credit allowed by small privatelyowned retail businesses, was still beyond the means of the vast
majority of ordinary working people. Yet the proportion of relatively
high wage earners and those with secure jobs continued to increase.
Indeed, in the cotton industry in particular the trade unions had
managed to limit the wage cuts otherwise so widespread in the
1840's (cf. Cole 1944, P. 82).
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Under the auspices of these relatively favourable economic circumstances the Rochdale co-operative was able to grow continually
from the ‘fifties onwards. By the year 1860 it already had 3,450
members who together achieved an annual turnover of more than
152,000 pounds sterling. Their equity capital had grown to 37,710
pounds sterling and their annual profit to 15,906 pounds sterling (cf.
Table 1).

Chartists. As a result of revolutions on the Continent in 1848 they
had acquired a new impetus. The Christian Socialists were aware of
the threat which the radical labour movement presented to contemporary society if the latter was not willing to accept certain reforms.
As far back as the ‘thirties the methodist Tory radical, J.R. Stephens
had said; “This question of universal suffrage is a knife and fork
question, a bread and cheese question”. (Richardson 1976, p. 23).
The Christian Socialists saw the establishment of worker-owned
productive co-operatives as an expedient means to improve the
economic conditions of the working class. Yet initially they had no
ties with the existing co-operative movement. Their ideas in this
respect had been imported from France where one of their most
prominent leaders - Ludlow - had lived for years. During this time
he became impressed by the social plans of both Fourier and Louis
Blanc - which in the main were not unlike those of Owen. The
“Working Men’s Association” movement, which was a protege of the
Christian Socialists, did not have the legal status to indulge in the
development of consumer co-operatives. However, thanks to support
from influential quarters they succeeded in having the necessary
amendments to the law passed by Parliament.

Apart from its retail trading activities, which had expanded to
include a wider selection of goods, the co-operative took over a flour
mill with which it was soon in a position to serve also the needs of
several neighbouring co-operatives.
The healthy growth of the company enabled it to finance educational programmes and the propagation of the co-operative philosophy.
Interested groups - mostly in the industrial North - were encouraged
to open their own co-operatives and were given the necessary knowhow.
An achievement which was to have considerable significance as
far as the future development of the movement was concerned, and
particularly in the context of the setting up of a wholesale purchasing society, was the successful petitioning for new legislation on the
legal status of co-operatives.
Whilst it is true that the co-operatives were not subjected to
blatant government repression as were the trade unions, their
status in law had been inadequate for their intentions. Subsequently the Rochdale and other co-operatives were able to register under
the Friendly Societies Act. However, the law prohibited trading with
non-members, and this was a drawback for the productive cooperatives in particular. Furthermore, the co-operatives were not
permitted to acquire real estate objects. This latter restriction was
lifted by the Industrial and Provident Societies Act of 1852 (which,
however, also required unlimited liability of members, an aspect
which did not encourage the opening of new co-operatives where
there was a risk of failure).
This phase of legal consolidation in the movement resulted in
closer contact being established with the Christian Socialists. In a
sense the latter movement was a reaction to the radicalism of the
56

FIRST STEP IN THE WHOLESALE TRADE
The faster the movement expanded, the more apparent it became
that the co-operatives themselves were not in a position either to
bring down the prices or to guarantee the quality of their goods as
long as they functioned only as distributors entirely dependent upon
private wholesalers and manufacturers. The Rochdale Pioneers
opened a wholesale department in the north of England for themselves and other co-operatives in 1850. Although the new legislation
had given the local co-operatives a more satisfactory legal status, it
was not until 1862 that the law was amended to allow the registration of co-operatives whose members were other co-operatives
rather than physical persons. The following year 46 co-operatives in
the North of England founded the Co-operative Wholesale Society
(subsequently referred to only as CWS): in 1867 the Scottish wholesale purchasing company (SCWS) was founded.
With the founding of the wholesale purchasing companies the
process of vertical integration began on a wider scale. This was
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Table 1:
THE ROCHDALE PIONEERS’ PROGRESS, 1844-1880
Year

1844
1845
1846
1847
1848
1949
1850
1851
1852
1853
1854
1855
1856
1857
1858
1859
1860
1861
1862
1863
1864
1865
1866
1867
1868
1869
1870
1871
1872
1873
1874
1875
1876
1877
1878
1879
1880

Membership

28
74
80
110
140
390
600
630
680
720
900
1,400
1,600
1,850
1,950
2,703
3,450
3,900
3,501
4,013
4,747
5,326
6,246
6,823
6,731
5,809
5,560
6,021
6,444
7,021
7,639
8,415
8,892
9,722
10,187
10,427
10,613

Capital

Sales

£

£

Profit and
Interest
£

(28)
181
252
286
397
1,194
2,300
2,785
3,471
5,848
7,173
11,033
12,921
15,142
18,160
27,060
37,710
42,925
38,465
49,961
62,015
78,778
99,989
128,435
123,233
93,423
80,291
107,500
132,912
160,886
192,814
225,682
254,000
280,275
292,344
288,035
292,570

710
1,147
1,925
2,276
6,612
13,180
17,638
16,352
22,760
33,364
44,903
63,197
79,788
74,680
104,012
152,063
176,206
141,074
158,632
174,937
196,234
249,122
284,912
290,900
236,438
223,021
246,522
267,577
287,212
298,888
305,657
305,190
311,754
298,679
270,072
283,655

22
81
72
118
561
890
991
1,207
1,675
1,764
3,106
3,922
5,470
6,284
10,739
15,906
18,020
17,564
19,671
22,717
25,156
31,931
41,619
37,459
28,542
25,209
29,026
33,640
38,749
40,679
48,212
50,668
51,648
52,694
49,751
48,545

Membership
Growth
%
164
8
37
27
179
54
5
8
6
25
56
14
15
5
39
27
44
-10
15
18
12
17
9
-1
-14
-4
8
7
9
9
10
6
9
5
2
2

Capital Growth

Sales Growth

Profits Growth

%

%

%

(545)
39
13
39
201
92
21
25
68
23
54
17
17
20
49
39
14
-10
30
24
27
27
28
-4
-24
-14
34
24
21
20
17
13
10
4
-1
2

61
68
18
191
99
34
-7
39
46
35
41
26
-6
39
46
16
-20
12
10
12
27
14
2
-19
-5
10
9
7
4
2
0
2
-4
-9
5

268
-11
64
375
59
11
22
39
5
76
26
39
15
71
48
13
-2
12
15
11
27
30
-10
-24
-12
15
16
15
5
18
5
2
2
-5
-2

Source: Cole 1944
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achieved by the opening of trading branches and warehouses in
large seaports both at home and abroad, and, for example by the
launching of a CWS/SCWS joint venture company for the import of
tea and coffee. Another route towards vertical integration was seen
in the starting up of co-operative own production (Crumpsall Biscuit
Works was taken over in 1873, and that same year co-operative
production of boots and shoes started in Leicester). Thus an important co-operative sector was to come into being which embraced all
activities from the purchasing of raw materials through to the
production and sale of the finished goods. This sector could pass on
all the benefits of economic concentration to the consumer, and at
the same time had the advantage of being relatively independent of
privately owned capitalist enterprises (nowadays it is quite common
to speak of the “third sector” as distinct from the private and the
state-owned sectors. This in itself implies not only that the cooperatives are in competition with the private sector, but also that
to a certain extent they offer an alternative model to nationalisation,
an aspect which finds expression in the differences between the Cooperative Party and the Labour Party, or in the initial phase, in the
views of the “individualists” - with roots in the Christian Socialistphilosophy - as opposed to that of the “collectivists” approach - as
represented by the Fabians, cf. Hall/Watkins 1937, p. 195 ff).
Beatrice Potter said in 1891 that the transformation of society cannot
be achieved through the expansion of the co-operative sector alone.
She believed that nationalisation and the seizing of political power
were also necessary.

wholesale purchasing companies buying goods primarily from these
worker-owned productive co-operatives ? However, under its longserving president and initiator of vertical integration, John Mitchell, the CWS was committed to the policy of founding its own
production enterprises where the workers were not employed on a
profit-sharing basis. This policy was based on the argument that
production for own requirements (as distinct from production for
private or company profit) was not a feasible proposition if the
productive co-operative were not under the control of the end-user,
and if the surplus profits, regardless of at which stage they are
realised, are not returned in full to the end-user. Furthermore, a
number of worker-owned productive co-operatives already had
failed in the meantime, and the CWS itself had lost money in
productive co-operatives in which it had an interest. In the end it was
the policy advocated by the wholesale purchasing companies which
prevailed. In their efforts to achieve this aim they had been supported by the Fabians. Beatrice Potter wrote in 1871 that productive cooperatives of the type favoured by the Christian Socialists resembled more the old-fashioned handicraft industries. The trade unions
are the organisation form for workers in big industry, she argued.
“Thus all profit and loss sharing schemes are rightly looked upon
with suspicion by experienced Trade Unionists, not only as insidious
methods of separating the sticks from the bundle, but as a deliberate
or unconscious attempt to redistribute the pressure of competitive
trading on the earnings of the worker; by piercing that solid bulwark
of the ‘standard wage’, erected by the collective effort and selfsubordination of the Workers in the Trade Union” (p. 165). Accordingly, Beatrice Potter was advocating that the workers in the cooperatives should also organise themselves into trade unions.

In fact the consumer co-operatives did become pioneers in the
revolution and modernisation of trading whilst private capital for its
part initially revolutionised production.
There were different schools of thought on the issue of co-operative own production.
Productive co-operatives were established under the influence of
the Christian Socialists (cf. also above). Such co-partnerships came
into being in large numbers particularly in the shoe and clothing
industries, in the printing trade, and in the wood and non-ferrous
metal processing sectors. What (one might think)could be more in
the interests of the co-operative movement than the idea of their
60

In the mid-seventies the consumer co-operatives movement
opened factories for the production of clothing and textiles, provisions, furniture as well as flour mills and printing shops. This led to
competition with the productive and agricultural co-operatives - e.g.
with the co-operative shoe factories in Northamptonshire and with
the co-operative dairies belonging to Irish farmers. The latter were
able to hold their own against CWS. In the year 1886 the CWS finally
put an end to attempts by the Labour Association (an organisation
which promoted the productive co-operative idea) to have profit
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sharing (“bonus to labour”) and worker participation at management level introduced in the factories owned by the consumer cooperatives - although profit sharing did persist in Scotland until
1914. The conflict between productive and consumer co-operative
outlooks was to be resumed later in modified forms within the
context of the “Labour Problem” i.e. in the conflicts between the
workers or their trade unions and the management responsible for
the co-operative-owned factories.

The Co-operative Women’s Guild was formed in 1883 with the
object of liberating working women, working mothers, and housewifes from their dreary existence centering only around their home
and their family (Digby 1971).Development of the co-operative
educational activities was an aspect of considerable importance. The
movement took pains to improve the level of education in its
workforce, and this even after the standards of compulsory education had been raised.In 1914 it was decided that a Co-operative
College should be founded.

1.2.

For reasons arising from conflicts with state officials during the
years of the First World War (cf. below) the co-operatives revised
their attitude to politics. The co-operative movement resolved to
form its own independent political party in 1916 with the object of
securing a platform for its own views both in parliament and in local
corporations. Although the Co-operative Party remained officially
independent, an agreement was reached to ensure that Labour and
Co-operative Party candidates did not contest the same seats.

THE BIRTH OF FURTHER ORGANISATIONS

Once it had established its own wholesale trading companies the
British co-operative movement had all the necessary attributes of an
economic basis.
Financially the movement was doing well, and already by the year
1867 it was in a position to found its own insurance company. The Cooperative Insurance Society (CIS), as this company became known,
was originally a federative co-operative enterprise until taken over
by the two big wholesale trading companies in 1913. Today it is one
of the biggest insurance companies in the United Kingdom. Along
with the co-operative bank - which grew up from the CWS Banking
Department started in 1876 - it is one of the most successful of all the
co-operative enterprises.
A national co-operative conference, to which representatives of
the local co-operatives were invited, was held in London in 1868.
National conferences have been held every year since that date. In
1870 the Co-operative Central Board was set up for the purposes of
preparing and organising the national conferences and for that of
maintaining contacts with the co-operatives in the meantime. This
led to the formation of the Co-operative Union which was registered
in 1889.
A co-operative publishing house was established in the year 1870
in accordance with a resolution passed by the national congress. The
following year it brought out the first edition of the “Co-operative
News”.
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However, as already indicated, this understanding did not mean
that there were no differences between the respective outlooks - as,
for example, on the issue of the setting up of municipal and stateowned enterprises after the First World War (cf. Cole 1944, p. 318),
or later on when the nationalisation programme came up for discussion after 1945.
1.3.

OVERVIEW OF DEVELOPMENTS UP TO THE
SECOND WORLD WAR

By about 1874 the British co-operative movement had established
the most important of its organisational structures as, allowing for
some modifications, they still exist to this present day. Thus, within
the space of a quarter of a century after Rochdale the initial and
consolidation phases of the movement had been largely completed.
Meanwhile, economic, social, and political relationships had also
begun to undergo changes. The first phase of the industrial revolution was drawing to its close. New technical innovations were
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reaching all branches of the production industries. After the textile
industry, the iron and steel industry and the machine construction
sector were revolutionized. The import of cheap grain and other
foodstuffs forced domestic agriculture into decline (with drastic
reductions in grain cultivation). This resulted in mass migrations of
countryfolk to the industrial towns. However, lower food prices
boosted the purchasing power of of the workers’ earnings.

also of the Gasworkers’ and Dockers’unions it had become possible
to organise the less qualified workers on a permanent basis. These
trade unions had grown up out of the struggle for higher wages and
better working conditions. With their establishment came a new
political awareness which in turn favoured the founding of an
independent Labour Party.

Despite the regular occurrence of economic slumps every eight to
ten years, trade and industry continued to expand throughout the
period up to the outbreak of World war I.
The “free trade” era came to an end around the turn of the century
when cartels and trusts began to gain control over the markets.
Prices for capital goods began falling with the economic recession in
the mid ‘seventies and they continued to fall right through until the
end of the ‘nineties. However, they began to pick up again with the
new century and continued to rise even in the face of subsequent
economic recessions. The export of goods and capital to the colonies
brought high returns. Imperialism and colonisation was leading to
growing animosity between states and alliances.However, some of
the accumulating riches filtered downwards and pacified the domestic situation. But even allowing for this, poverty was still rife
amongst those at the lower end of the income scale. Further attempts were made to improve this situation with government
reforms on public health, factory legislation, and an extension of the
franchise. This extension of the franchise had a positive influence on
the realisation of social reform, promoting as it did the competition
for the votes of the poorer people between the ruling interest groups
(e.g. the rurally-oriented ruling classes with their traditionallyminded politics versus up and coming liberal-thinking industrial
capital). Votes could be “bought” in return for promises of certain
social reforms (cf. Cole 1944, p. 188for a detailed account of these
coalitions).
Meanwhile the trade union movement was entering into a new
phase. Like the retail co-operative societies, the trade unions had
relied in the main on the support of better qualified and higher paid
workers. This was the case at least up until the end of the ‘eighties.
However, with the founding of the Miners’ Federation in 1888, and
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The rise of the trade union movement, and with it the improvement in the living standards of the masses, was also beneficial to the
further development of the consumer co-operatives.
It is probably no coincidence that - with a worried eye on the
concentration tendency in the private sector - the secretary general
of the Co-operative Union, J.G. Gray, urged members at the 1906
Congress to form a big united national co-operative ... a proposal that
had no chance of being accepted considering the sound economic
status of the retail co-operative societies.
In the ‘nineties private suppliers imposed delivery boycotts on the
retail co-operative societies in an effort to force the latter to close
down their butcher’s departments. Then the First World War
brought the same co-operatives into conflict with government officials. With the gradual introduction of food rationing, the private
businessmen sitting on the responsible committees ensured that
their shops were given allocations in preference to the co-operatives.
Despite the fact that the co-operatives could point to their growing
memberships, the food allocations which they received were based
on the pre-war offtake. As a last straw, and despite repeated
protests, the co-operatives were required to pay taxes on their
“excess profits”. Generally speaking, in the absence of retail price
control the shops could demand higher prices and thus make more
profit. The CWS had to pay one million pounds in tax both in 1916
and in 1917.
The movement was also badly hit by the introduction of conscription. Arnold Bonner (1970) reports the case of one co-operative
business where 102 of its 104 employees were called up for military
service. Another sore point with the co-operatives was the government’s failure to take adequate measures to guarantee the continued supply of consumer goods or to check the rapid rise in prices.
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A report submitted by a survey committee to the extraordinary
congress which the co-operative movement called in 1920, i.e. during
the postwar depression, may be of interest here. However, we must
restrict ourselves to passages relevant in the context of problems
investigated by later studies. One of the propositions put forward
was that the Co-operative Union should be allowed to exert a
stronger influence, and that the co-operatives should reorganise
their educational programmes because many had cut their spending
on education and propaganda. The retail sector was urged to extend
its product scope - e.g. to include the sale of milk. In those days milk
deliveries to town dwellers were still being carried out directly by the
farmers in many cases. An awareness of the need for better standards of hygiene favoured structural changes here. With the introduction of pasteurised milk the retail co-operative societies became
- and still are today - the biggest suppliers in the country(also in the
context of the meanwhile relatively costly door-to-door delivery
services).

Wholesale Society was founded in 1924, but it failed to achieve any
real importance since international trade was usually conducted on
a direct basis between the wholesale societies of the countries
involved.

The survey committee saw further scope for development of the
retail co-operative societies in the operation of laundries, cafeterias,
restaurants, fresh fruit and vegetables departments, book and
newspaper stalls, and hairdresser salons, etc. It was suggested that
neighbouring co-operatives should join forces to set up big department stores in town centres, and that a lesson be learned from the
privately-owned chain stores regarding uniformity of shop layout,
standard packs, and uniform product brands. The practice of paying
high dividends was criticised and it was recommended that prices be
reduced instead.
CWS and SCWS were urged to give up their banking departments
and allow them to merge to form an independent national enterprise. It was further recommended that efforts be made to expand
international co-operative trade and to set up an international cooperative wholesale trading company. Trade relations with the fast
growing co-operatives in the Soviet Union were considered desirable. This may be regarded as an echo of other efforts to improve
international co-operation typical of that period (League of Nations,
Third International), the object being to overcome differences of the
kind which lead to the outbreak of the Great War. An International
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Scarcely any of the numerous other proposals submitted by the
survey committee in its report were ever put into practice.
A further problem for the co-operatives in the postwar period was
that they had meanwhile been deemed liable to taxation under the
Corporation Profits Tax which had been introduced to replace the
Excess Profits Duty law. It was not until the labour government
came into power in 1924 that they were exempted from having to pay
this tax.
THE LABOUR PROBLEM
The labour problem had been smouldering ever since the trade
unions had extended their ranks to include the less-skilled workers.
Such workers accounted for a considerable part of the labour force
employed by the co-operatives and the CWS production plants - and
in most cases they were paid no better than their counterparts in the
private sector. Matters finally came to a head during the post World
War I period.
The labour movement in England began to become more radical
in outlook during the early 1920’s just as it did throughout Europe.
The co-operatives, including the CWS, were often supporters of the
strike movements of the 1920/21 period. However, in 1923 the CWS
became embroiled in violent clashes with the National Union of
Distributive and Allied Workers because of the wage cuts introduced
by co-operative-owned factories. The CWS sought to justify this
policy by pointing to the deteriorating economic situation and the
need to remain competitive. When workers employed by the cooperatives took part in the general strike of 1926, many co-operators
were horrified. After all, they did not consider themselves to be
“sweaters”. That same year saw the setting up of a “National
Conciliation Board” between the trade unions and the co-operatives
in place of the Joint Committee which dated back to 1882. The idea
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was that in future any differences should be taken up to this
committee before the situation could deteriorate into a labour
dispute. In 1928 an agreement between the two sides was reached
to the following effect:

the 1919 commission had recommended that the rule preventing
employees from being members of the management board should be
repealed. Despite this, the employees began to gain more influence
in the retail co-operative societies during the years after the First
World War (cf. Ostergaard/Halsey 1965, p. 141 et seq.).

“that the relations between the Trade Union Movement and the Cooperative Movement , with regard to questions arising on the terms
and conditions of employment, must be based on a different policy to
that ordinarily applied to the ordinary capitalist undertakings, so
far as strikes and lock outs are concerned. Provided that the Cooperative Societies are recognizing and applying recognized Trade
Union rates of wages, hours, and working conditions, they shall be
immune from strikes and lock-outs of such matters” (quoted according to Cole 1944, p. 300). However, this did not apply to the militant
action in connexion with general political aims. The CWS would
have nothing to do with this arbitration system accepted by the
retail co-operative societies, but in 1937 did agree to become party
to a similar negotiating mechanism.
The old question of who should control production facilities was
brought up again in the early ‘twenties - this time by the guild
socialists - whose ideas were a blend of the syndicalistic demand for
worker-ownership of production along with the philosophy of the
retail co-operative societies. In common with the latter they did not
favour profit sharing for the workers (cf. above); they advocated that
production in the nationalised undertakings should be placed under
the control of the guilds - whose basis would be the trade unions.
Thus they differed decidedly from the productive co-operatives in
that they favoured nationalisation and rejected profit sharing; in
common with the productive co-operatives they believed in democratic management of production. The guild socialists drew support
from amongst the ranks of the coal miners - who demanded nationalisation of the pits in 1919 - as well as amongst those of the
railwaymen and the postal workers. However, none of these demands were met in the state-owned enterprises. The builders'
guilds, which worked together with the retail co-operative societies,
and which, for example, obtained loans through the CWS, were
regarded as being of greater importance. Otherwise the retail cooperative societies did not think much of joint control, even though
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The economic crisis of the 1930’s brought difficulties for many of
the co-operative societies. The CWS tried to help them out with both
advice and money. It was during these times that the Co-operative
Retail Society was founded (its history will be discussed in greater
detail in Part 3 of this study).
A further consequence of this crisis was that many of the production plants were working below capacity, particularly those belonging to SCWS, who were harder hit than their counterparts in
northern and central England.
In 1935 the movement drew up a ten-year plan (Ten Year Plan of
Co-operative Development). The idea was to ensure a gratifying
catalogue of achievements for the year 1944 - the Co-op’s centenary
year. Concrete targets were set for the increase in membership
numbers, turnover per member, and the share of total turnover
achieved with own products.
We can round off this part of the study with a brief review of what
actually could be achieved during these hundred years.
On the criterion of membership figures, the period up to 1945 was
one of continuous growth rate with only slight falls in the years 1881
and 1929 (cf. Table 2). However, the rate of growth did fluctuate at
times. With the coming of the economic depression about 1875 the
growth fell back and did not start rising again until the second half
of the ‘eighties. This was a time of increased trade union activity
(strikes, extension of membership to less qualified workers). Towards the end of the century the influx of new members slowed
down. Just prior to the outbreak of World War I it speeded up again
and maintained this momentum throughout the war.
The postwar depression and the crisis of the ‘thirties kept the rate
of influx to modest levels.
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Table 2:
THE GROWTH OF CONSUMER CO-OPERATION
1873-1942
Year
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Number of
Total
Annual
Distributi- Members- Increase of
ve Societies
hip
Membership
Thousands
%

1873
1874
1875

-

350
375
440

7.2
17.4

1876
1877
1878
1879
1880
1881
1882
1883
1884
1885
1886
1887
1888
1889
1890
1891
1892
1893
1894
1895
1896
1897
1898
1899
1900
1901
1902
1903
1904
1905
1906
1907

971
1,043
1,051
1,128
1,148
1,148
1,153
1,204
1,297
1,240
1,307
1,420
1,421
1,421
1,417
1,428
1,442
1,436
1,446
1,439
1,438
1,454
1,455
1,454
1,452
1,441
1,432

468
483
510
525
554
547
599
628
696
747
774
828
867
932
962
1,045
1,127
1,169
1,213
1,275
1,356
1,466
1,536
1,613
1,707
1,793
1,893
1,987
2,078
2,153
2,222
2,323

6.8
3.2
5.6
3.0
5.5
(-1.3)
9.6
4.9
10,8
7.4
3,6
7.0
4.7
7.5
3.2
8.6
7.9
3.7
3.8
5.1
6.8
8.1
4.8
5.0
5.9
5.0
5.6
5.0
4.6
3.6
3.2
4.6

Five Years’ Five Years’ Average
Increase of Increase of Number of
Members- Members- Members
hip
hip
per Society
Thousands
%
90
(2 years)
114
193
215
230
432
446
-

25.8
(2 years)
25.9
34,9
28,8
32,5
34.0
26.2
-

564
574
597
617
650
675
718
720
719
775
799
794
823
854
899
950
1,016
1,069
1,116
1,186
1,247
1,302
1,366
1,429
1,483
1,542
1,622

1908
1909
1910
1911
1912
1913
1914
1915
1916
1917
1918
1919
1920
1921
1922
1923
1924
1925
1926
1927
1928
1929
1930
1931
1932
1933
1934
1935
1936
1937
1938
1939
1040
1941
1942

1,418
1,430
1,421
1,403
1,392
1,382
1,385
1,375
1,362
1,366
1,364
1,357
1,379
1,352
1,321
1,314
1,314
1,289
1,280
1,267
1,245
1,234
1,210
1,188
1,171
1,150
1,135
1,118
1,107
1,094
1,085
1,077
1,065
1,059
1,058

2,414
2,469
2,542
2,640
2,751
2,878
3,054
3,265
3,520
3,788
3,847
4,131
4,505
4,549
4,519
4,569
4,703
4,911
5,187
5,579
5,885
6,169
6,403
6,590
6,760
6,917
7,203
7,484
7,808
8,085
8,405
8,643
8,717
8,773
8,925

4.0
2.2
3.0
3.9
4.3
4.6
6.1
6.9
7.8
7.7
1.5
7.4
9.1
1.0
(-0.6)
1.1
3.0
4.4
5.6
7.6
5.5
4.9
3.8
2.9
2.6
2.3
4.2
3.9
4.4
3.6
4.0
2.8
0.8
0.7
1,7

389
723
1,240
406
1,492
1,081
1,233
1939-42
282

18.1
28.4
38.0
9.1
30.4
16.9
16.5
1939-42
3.2

1,696
1,727
1,789
1,882
1,976
2,083
2,205
2,374
2.585
2,773
2,820
3,045
3,267
3,364
3,421
3,477
3,579
3,810
4,052
4,403
4,727
4,999
5,292
5,547
5,773
6,015
6,346
6,694
7,053
7,390
7,746
8,025
8,185
8,284
8,436

Source: Cole 1944
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In this context it is interesting to make a comparison with the
development of the trade union movement as second biggest mass
organisation of the labour movement .The trade unions were much
more subject to the influence of the economic climate than the retail
co-operative societies were (the latter show a generally higher
degree of stability than the national wage and employment level).

Table 3:
CO-OPERATIVE RETAIL SALES PER MEMBERS, RELATED TO THE MOVEMENT OF RETAIL FOOD PRICES
1881-1942

The number of retail co-operative societies reached its zenith at
the beginning of this present century. Since then there has been a
continuous concentration process (cf. the average membership).
When however the success of the retail co-operative societies is
assessed on the criterion of real turnover per member (after adjustments have been made to allow for changes in the retail prices for
groceries) the picture is less gratifying(cf. Table 3). Even after
allowance has been made for certain statistical uncertainties the
trend is unmistakable:Real turnover per member continued to rise
until the 1890’s and then declined by almost one third (Period 190042).
One of the explanations for this trend is certainly the one asserted
by Cole (op. cit. p. 376): as further members from the same family join
the Co-op (and with the households becoming smaller) the purchases
cannot be expected to increase at the same rate. How-ever, the
decline in turnover per member is particularly noticeable in the big
retail co-operatives concentrated in the towns. “Being bigger they
are both more liable to inflate their paper membership and subject
to keener competition from private traders, chain stores, and department stores of every sort.” (Cole, op. cit. p. 379).This is the first
mention of a problem which the retail co-operative societies are still
up against today, namely the evolution of new styles of trading and
changing structures of consumption. In 1938 a study of the English
retail co-operatives carried out by a team of university professors
(Carr-Saunders et al 1938)was published. Their diagnosis of the
causes for the stagnation in sales agreed in many parts with the
findings of the independent committee of experts in 1958 - which will
be discussed in detail in Part 2 of this present work.
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Sales per
Member
£
1881
1882
1883
1884
1885
1886
1887
1888
1889
1890
1891
1892
1893
1894
1895
1896
1897
1898
1899
1900
1901
1902
1903
1904
1905
1906
1907
1908
1909
1910
1911
1912
1913
1914

28.2
29.4
29.5
28.1
26.6
26.3
25.8
27.7
27.8
28.0
29.3
28.7
27.3
26.6
26.6
27.0
27.4
27.8
27.9
29.3
29.4
29.2
28.9
28.5
28.4
28.5
29.3
29.0
28.5
28.3
28.3
28.7
29.0
28.8

Corrected for
Change in Retail
Food Prices
(a)
(b)
20.1
21.0
21.1
22.0
22.9
23.9
24.6
26.4
25.7
26.4
26.9
26.3
26.5
26.6
28.0
29.7
28.0
26.7
28.7
29.3
-

27.6
27.5
28.o
28.9
29.4
29.1
28.0
29.2
29.3
29.3
28.9
28.1
27.8
27.6
27.9
27.9
27.0
26.5
25.9
25.9
25.1
25.2
24.7

Sales per
Member
£
1914
1915
1916
1917
1918
1919
1920
1921
1922
1923
1924
1925
1926
1927
1928
1929
1930
1931
1932
1933
1934
1935
1936
1937
1938
1939
1940
1941
1942

28,8
31.4
34.6
37.5
40.3
48.1
56.4
48.1
37.5
36.2
37.2
37.4
35.6
35.8
35.6
35.2
33.9
31.5
29.8
28.5
28.7
29.4
29.9
31.1
31.3
31.5
34.3
34.4
35.8

Corrected for
Change in Retail
Food Prices
(c)
(d)
24.7
20.7
18.6
16.3
16.1
18.9
18.9
18.1
18.3
18.4
18.8
18.8
18.7
19.3
19.5
19.7
19.7
20.6
20.3
20.4
20.2
20.2
19.8
19.3
19.1
19.2
18.0
17.7
19.1

28.7
24.0
21.6
18.9
18.7
22.0
22.0
21.0
21.3
21.4
21.9
21.9
21.7
22.4
22.7
22.9
22.9
24.0
23.6
23.7
23.5
23.5
23.0
22.4
22.2
22.3
20.9
20.5
22.2

(a) Adjusted by Old Board of Trade Retail Food Index (1900 = 100) Based on prices of nine articles in
London.
(b) Adjustes by Revise Board of Trade Retail Food Index (1900 = 100) Based on prices of 23 articles in
London.
(c) Adjusted by Ministry of Labour Retail Food Index (August, 1914 = 100, transposed to base 1900 = 100).
Based on prices in all parts of Great Britain.
(d) Adjusted by the same indec as (c), but on base August, 1914 = 100. The figures in (d) are therefore not
comparable with those in (a), (b) and (c), but are more reliable for the period from 1914 to 1942.
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1.4.

THE RETAIL CO-OPERATIVE SOCIETIES DURING
WORLD WAR II

At this point we should consider the conditions of the war-time
economy in some detail because many of the measures adopted
remained in force up until the 1950’s and if anything were of
advantage to the retail co-operative societies.
In contrast to official attitudes at the time of the First World War,
the potential importance to the war economy of the retail cooperative societies, and their wholesale trading societies in particular, was realised by the government authorities. “The CWS was not
only bigger, it was better known along the corridors of power:
Directors served on Government committees and commissions,. The
pressure of a group of Co-operative Party M.P.s in Parliament
assiduously contributing to debates on economics and trading issues, had familiarised not only politicians but the Civil Service
administrators with the retail and wholesale Co-operative Movement as a significant part of the national economy” (Richardson
1976, p. 125). According to Richardson’s estimate, the co-operative
own production sector achieved its relatively greatest expansion in
the year 1939. (in 1939 the CWS owned 182 factories employing a
total labour force in the region of 60,000).
Added to the enhanced economic and political weight of the retail
co-operative societies came the factor that in the event of war the
state would immediately both assume control of all raw materials
and branches of the production industry considered to be of importance to the war economy, and introduce food rationing with the
distribution of provisions against ration books. (during the First
World War, i.e. in 1916, a Food Controller was appointed but general
rationing did not come into effect until July 1918). But even when it
came to World War II, conservative members of the coalition government were hesitant about going ahead with the foreseen measures.
The reason for this - according to Richardson - was the affinity to
socialist planning. The retail co-operative societies pressed continually for a more expeditious, efficient, and just application of economic planning measures.
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With the outbreak of war the Ministry of Food became the sole
purchaser of foodstuffs of British origin and the sole importer of
those of foreign origin.
For the procurement of the rationed foodstuffs Food Commodity
Divisions were set up at the Ministry of Food under the leadership
of Trade Directors. A total of 1,500 Food Control Committees were
responsible for local distribution i.e. the supplying of the retail trade
in England and Wales with a further 50 such committees responsible
for the same duties in Scotland. The 15 members on each such
committee had to include 5 local traders of which one had to be a
representative from the retail co-operative society. The other ten on
the committee represented the consumers, and were very often for
the greater part co-operative members themselves. On the other
hand, in order to be able to draw their rations, the consumers were
required to register with a retailer of their choice: in many cases this
was one of the retail co-operative societies who all in all had the
relatively biggest share in the distribution of provisions to the
people.As will be apparent from Table.4 below, about a quarter of the
civil population registered with the Co-op for all main items of
foodstuff on ration with the exception of meat and eggs.
Accordingly, the retail co-operative societies were integrated into
the state food rationing system to a high degree - and this not only
at local level. Initially the directors of the Commodity Divisions at
the Ministry of Food were recruited mainly from the ranks of senior
employees in the big food concerns in the private sector. The latter
were released from their employment for this purpose, and reinstated in their former positions after the war. However, members
of the boards of co-operative wholesale societies were prevented
from taking on full-time government functions by a resolution which
members passed in 1929. Any amendment to this resolution would
only be possible with the consent of the retail co-operative societies
as members of the CWS. In the end this situation was bypassed with
the argument that the ministry only required that the directors
devote “the bulk of their time” to their duties in the Commodity
Divisions. Subsequently directors were sent up simply on the decision of the board. This episode is of interest also outside this
particular context because it seems to be evidence of the trend on the
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Table 4:
PERCENTAGE OF CO-OPERATIVE REGISTRATIONS TO
CIVILIAN POPULATION IN GREAT BRITAIN AND
NORTHERN IRELAND
Between mid 1941 and mid Between mid 1942 and mid
1942
1943
Sugar
Butter and Margarine
Bacon and Ham
Cooking Fats
Meat
Preserves
Cheese
Eggs

25.6
24.7
23.2
24.7
14.1
25.6
24.0
15.0

26.81
26.04
24.37
26.04
14.55
26.81
25.89
17.93

Source: Richardson 1976, p. 105

part of the wholesale society to make itself independent, and in doing
so gain further control over the retail trade. Even before the war the
wholesale societies had been assuming greater economic importance by virtue of their faster growth. Since 1934 the CWS - through
Co-operative Retail Services - had its own centrally managed retail
trading company operating throughout England.
As a result of food rationing and participation in the central
planning committees the wholesale society was able to strengthen
its overall position even more: “Some retail societies which in the
past had always found reasons why they should place with private
suppliers a large part of their trade in the scarce foods, suddenly
became eager to enter more closely into the Co-operative fold.”
(Richardson op. cit., p. 96). The distribution of scarce foods through
the CWS to the retail co-operative societies was effected on the basis
of their prewar offtakes - thus loyalty was rewarded in this instance.
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2.

DEVELOPMENT OF THE CONSUMER
CO-OPERATIVES 1945-1975

The trends which had begun to emerge during the inter-war years
took on an increasing significance after the Second World War.
Retail co-operative societies which had once led the way in the
development of products for the retail market (quality standards,
consumer protection) found themselves increasingly under pressure
from the competition of private chain stores.
Nevertheless, in those days the retail co-operative societies still
led the way with the introduction of innovations. They were the first
to take over the self-service idea from the USA. Later they opened
the first supermarkets and paved the way for the sale of deep-frozen
foods on the British market once most British households had an
own refrigerator and a deep-freezer.
However, the private chain stores were soon to copy these methods and then go on to develop them further. When it came to
streamlining the retail trade (reducing costs) the private sector did
not have to worry about established, traditional shop structures and
locations - nor were they burdened with co-operative objectives.
The development of self-service furnishes as an excellent example. The London-based co-operative introduced self-service in its
shops already during the war. By the end of the ‘fifties, 90 per cent
of all self-service shops in England belonged to the co-operatives.
The next step was the development of the supermarket (1955) ... a
combination of self-service with generous sales space and a relatively small staff. The private traders were much more systematic in
their approach. By 1961 there were already some 700 supermarkets
in the country, but only 230 of these were Co-op-owned.
Yet in the immediate postwar period up until the early ‘fifties the
weaknesses of the retail co-operative societies had not become
nearly so apparent. The labour government under Clement Attlee
retained state control over the economy. This was considered necessary in order to guarantee the continued supply of scarce foods and
raw materials, and also to enable the economy make a smooth switch
from wartime to peacetime conditions. It was hoped that planned
development of the economy would prevent the reoccur-rence of
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what happened in the ‘thirties. But the social climate of the Cold War
did not favour these reform efforts.

6 per cent of their shoes and clothing. Thus it can be said that the cooperative market share trend was almost exactly the reverse of the
change in consumption structure with the amount spent on basic
foodstuffs becoming of less relative significance as incomes grow.
This unwelcome development for the co-operatives led to discussions and studies regarding the long-term future of the movement.
Between 1953 and 1964 four major studies were commis-sioned to
determine which measures seemed the most expedient to put the
retail co-operative societies back on the road to success from which
they had clearly strayed during recent years.

The rationing of certain foodstuffs continued through until the
‘fifties. But with the end of the Korean War the bottom fell out of the
seller’s market. The trading margins - which had been kept under
control in the case of a number of goods items - shrivelled under the
effects of tough competition and rising costs. Some of the co-operative factories which had been working at full capacity for years found
themselves faced with idle production capacity again. CWS soap,
canning, and tobacco processing factories were particularly hard hit.
By the mid fifties yet another traditional sector was overtaken by the
crisis. It was the pride of the CWS and the movement in its entirety
... the co-operative flour mills. Already at the time of the outbreak of
the war the private millers had bought up highly mechanised
bakeries and developed their distribution system. Now there was
surplus capacity throughout the industry. Flour production had
declined by 10 per cent on average by the year 1960. In the case of
the CWS, however, the decline was in the order of 15 per cent.
Although these changing conditions affected the consumer goods
industry across the board, the relative position of the retail cooperative societies had deteriorated. This was reflected in the
disturbing fact that the position of the retail co-operative societies in
the distribution of goods, measured on the criterion of turnover
share, was now stationary. Whilst it is true that the number of
private traders declined from year to year, their market share fell to
well-funded chain stores and department stores (cf. Table 5).
By the year 1956 the retail co-operative societies together accounted for only 11.5 per cent of the total retail trade market whilst the
private chain stores had increased their market share to one of 22
per cent (as opposed to 18 per cent in 1939). From Table 6 it will be
apparent that the co-operative market share varied widely from one
class of goods to another.
The consumers bought 34 per cent of their milk requirement from
the co-operatives (a big increase in the market share), 15 per cent of
their other grocery requirements, 10 per cent of their meat, but only
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2.1.

REFORM DEBATES DURING WORLD WAR II

The conditions prevailing under a centrally controlled economy
during the war had an encouraging influence on the English and
Scottish wholesale societies’ efforts to merge. The proposal was
initially put forward by the biggest co-operative in Scotland (St.
Cuthbert’s in Edinburgh). Although other co-operative retail societies in Scotland were not so keen on the idea, the SCWS board was
instructed to start negotiations with CWS in May 1944 with the
object of drawing up concrete merger plans. Both wholesale societies
were able to submit such a plan to their members by mid 1944. This
plan provided for the merging of CWS, SCWS, and E. & S. Joint CWS
(the jointly owned “tea and coffee company”) early the following year
to form “Co-operative Wholesale Society Limited”. Shares would be
taken over in proportion to the size of the existing companies. The
number of directors sitting on the joint board would ultimately be
reduced to 36 “by natural waste” and would be drawn from four
electoral divisions. Whilst the English and Welsh co-operatives
approved this plan by a big majority, the majority of Scottish cooperatives finally rejected it. A major obstacle here was seen in the
factories which SCWS owned in Scotland. Although in common with
all other co-operative factories they had been working at full capacity during the war, they had had greater problems with idle capacity
than had co-operative factories in other parts of Great Britain before
the war. It was feared that a merger would result in Scottish
production capacity being cut back more or developed less than that
in Northern England and Wales. These fears could not be allayed by
the inclusion of a clause in the merger agreement to the effect that
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Table 5:
ESTIMATED SHARES OF DIFFERENT TYPES OF
RETAILER IN TOTAL RETAIL TRADE, 1904-1956

Period

1904-08
1909-13
1920-24
1925-29
1930-34
1935-39
1947-51
1952-56

Estimated Shares in Total Retail Trade of
Other
Cooperative Multiple Department
Retailers
Societies Shop OrgaStores
nisations
%
%
%
%
6.0-7.0
6.5-7.5
7.5-8.5
8.5-9.5
9.5-10.5
10.0-11.0
10.0-11.0
10.5-11.5

5.0-6.0
6.5-7.5
9.0-10.0
11.0-12.0
13.0-15.0
16.0-18.0
19.0-20.0
21.0-22.0

2.0-3.0
2.5-3.5
3.0-4.0
3.5-4.5
4.0-5.0
4.5-5.5
4.5-5.5
4.5-5-5

84.0-87.0
81.5-84.5
77.5-80.5
74.0-77.0
69.5-73.5
65.5-69.5
63.5-66.5
61.0-64.0

Source: Co-operative Union Ltd., Co-operative Independent Commission Report,
Manchester 1958, p. 2

the total production capacity in Scotland would not be reduced, and
in the event of a general increase in co-operative production capacity
being made, Scottish capacity would be expanded by at least 16.13
per cent (the merger finally went ahead in 1973, but not before
further attempts had also failed).
But the (for the present, still abortive) merger plans were not the
only subject of these wartime discussions. Ideas were also put
forward as to how the co-operative movement as a whole should be
reorganised. In such cases it was often the wholesale societies which
were the initiators. They were the first to recognize the new trends
in the private sector of the retail trade. “The CWS board had
increasingly been aware before the war that the movement was
failing to keep pace with changes in the method of consumer supply.
In some trades local co-operative retailing, with separate national
control of manufacture and wholesaling , were no longer adequate to
compete with private firms fully integrated from factory to retail
shop” (Richardson 1976, p. 160). Back in 1944 a CWS paper on
postwar development pointed out that it would be necessary to set
up “special organisations of various types in which the CWS will
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Table 6:
ESTIMATED CO-OPERATIVE SHARE OF RETAIL SALES
BY COMMODITY GROUPS IN 1935, 1950 AND 1955
Commodity Group

Groceries, provisions, fish, fruit and vegetables,
and household stores
Bread and flour confectionery
Meat and poultry
Milk
Chocolate, sugar confectionery and ice cream
Total food and household stores
Tobacco goods
Women’s and children’s wear
Men’s wear
Footwear
Total clothing and footwear
Houesehold durables, furnishings, hardware
Chemists’ goods
Other goods and services
Coal
All goods

Co-operative Sales as Per cent
of National Sales
1935

1950

1955

15.9
14.4
8.9
19.9
2.2
13.9
8.2
5.7
5.7
9.3
6.3
5.2
5.4
3.4
11.4
10.1

14.6
14.1
13.3
31.7
2.4
15.1
7.8
6.0
6.9
9.0
6.8
7.7
8.3
4.4
15.4
10.9

14.8
14.6
10.2
34.2
2.4
14.5
8.2
5.4
6.4
7.8
6.1
7.6
8.3
4.4
14.9
10.9

Source: Co-operative Union Ltd., Co-operative Independent Commission Report,
Manchester 1958, p. 5

have a part to play” in order to remain competitive in the face of new
forms of capitalistic integration.
But even earlier - in 1942 in fact - ambitious plans for the future
were being discussed within the CWS. In the main they foresaw a
centralisation of the decision-taking process and greater control
(direct organisation) over retail trade branches by the co-operative
wholesale society. These proposals were drawn up by members of the
Finance Committee of the Manchester territory. Other changes
which were considered necessary included (cf. Richardson 1976, p.
161):
CWS, SCWS, as well as CIS and E. & S. Joint CWS should be
merged - the new company should take over the organisations of the
Co-operative Union, and should also try to acquire the Co-operative
Federation and the Co-operative Press. A similar, but more far81
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reaching scheme was that these latter organisations should be
merged under one management with special sub-departments for
production, sales, advertising, and other functions.

Despite this un-satisfactory outcome for the wholesale trading
societies, the CWS began adopting measures which it considered to
be necessary for the successful development of its own activities as
it thought fit. It was decided to buy out existing enterprises, to set
up new departments and new production capacity, and to acquire
shares in local federative retail trading societies (district societies).
It was also thought desirable that CWS own product and process
research work should be extended. Since the attempt at forward
integration into the retail sector had run into opposition, the CWS
would now integrate in the opposite direction towards production
i.e. into promising new branches. The following are examples of this
policy in action:

Another proposition - which was withdrawn in its original form
and watered down a little by the CWS Board, but which was still
aimed at the heart of the matter was:
The CWS should be made the base for a national retail trading
society for England and Wales: this society should take up trading
throughout the country not only where there have so far been no
branches of the movement, but also in places where the existing
societies have shown to be incapable of providing certain additional
services to the consumer.
However, the wholesale society managers who had supported this
modified version of the plan were in the minority in the National
Authority. The majority report commented in no uncertain terms on
the meanwhile tiresome “wholesale in retail” debate - which had
been smouldering since the beginning of the 1930’s - as follows: “ ...
the co-ordination which is so desirable within the co-operative
movement will not be achieved by the development, on the present
lines, of the CWS Retail Society Limited, which is not in harmony
with the fundamental principles of the consumer co-operative movement and which decidedly has not the full sympathy and support of
the co-operative movement as a whole.” (quoted according to
Richardson 1976, p. 164).
The minority report submitted by the managers of the wholesale
societies also made a point of avoiding all “bland phrases customarily used in co-operative reports when dealing with controversial
issues” (Richardson): “ ... the present structure of the co-operative
movement has not proved to have the adaptability or flexibility to
enable it to meet modern circumstances and the stresses of the
present and future conditions. We believe that the present rigid
division between production, wholesaling, and retailing in the cooperative movement needs modification.” Whilst the majority made
some concessions in their formulations in the end, the point of view
submitted in the final report to the congress in 1946 was in the main
unchanged.
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In 1943 the CWS began working in co-operation with the Cooperative Permanent Building Society. A year later they established
Travoc Hotels as a jointly-owned enterprise with the Workers’
Travel Association and began acquiring additional hotels over the
next years. A well-known privately-owned firm engaged in the
manufacture of sports goods was taken over, an interest was acquired in a plant manufacturing enamelled goods, and in another
manufacturing machines for use in dairies and bakeries. A typewriter factory was also taken over. A private company was founded
as a joint venture with a firm producing radio and television sets.
An automotive department was opened. This was to expand
rapidly after the war. Plans were drawn up for four new shoe
factories. In 1945 the retail chain “National Co-operative Chemists”
was established a venture in which it was expected that the retail cooperative societies would participate.
At the quarterly meeting of the society in July 1944 the CWS plan
to move into the mail order business was approved - although even
here there were disapproving voices who considered this an encroachment on retail trade territory.
At the request of the Portsea Island and Stockton Societies, a
committee was appointed in 1953 to make a special study of the
CWS. The following is a summary of the main findings and recommendations of this committee. In many respects these coincide with
the ideas discussed during the war. The minority report is also of
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interest in this context, because even though most of the measures
it proposed which were more rigourous than those of the majority
report were rejected at the time, future developments did in fact
follow this course.Whilst the report approved of the existing control
system operated by the CWS (Board - Main Committee - subcommittees for individual branches and sectors) it recommended
that the decision-taking process be speeded up by granting greater
powers of authority to the sector managers. They should be allowed
to adopt measures without always having to obtain prior approval
from the Board (this was in fact already happening in 90 per cent of
all cases). Furthermore, the individual responsibility of the managers (elected to sit on the board as a collective organ) should be
increased within clearly defined branches of the business - just as it
is in private enterprise. The proposal put forward in the minority
report went further: The three decision-taking levels existing at
present should be reduced to two by dividing the Board into five
executive committees (Services, two Food Departments, Textiles
and Footwear, Furnishing and Hardware). The Board should meet
every fortnight rather than every week as at present. This would
allow the managers more time for visiting factories and retail cooperative societies.

would have to switch from being a warehousing wholesaler to
consider becoming a buying agency for the retail co-operative societies - and this particularly so in the clothing branch. By this means
the CWS would be in a position to place bulk orders either with its
own factories or with the private sector, which ever offered the most
favourable terms. Indeed, this is how the private multiple
organisations managed to reduce their buying costs by 10 - 12 per
cent.

The report saw the coordination of co-operative activities as the
key problem: “One of the major difficulties facing the CWS is the lack
of coordinated demand of retail societies. This militates against
efficient planning of production on the one hand and effective
exercise of the warehouse function on the other. As a result the Cooperative Movement is failing to secure the maximum economies
possible from mass production and bulk buying respectively .... This
is particularly evident in the dry goods trades where the multiple
organisations are increasing their share of the retail trade at the
expense of both Co-operative and department stores” (quoted according to Richardson 1976, p. 203). Accordingly, the CWS Board
together with the Dry Goods Trade Association (a special organisation of the Co-operative Union) should coordinate the retailers’
requirements so that the advantages of mass production and bulk
buying could be exploited. Commenting on this in a special memorandum, J. Jacques, manager of the highly successful Portsea Island
society and co-author of the minority report, argued that the CWS
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However, the report and the described adopted measures did not
produce the practical results which had been expected. The cooperatives continued to lose ground.
2.2.

THE INDEPENDENT COMMITTEE

In view of the fact that internal committees and their recommendations had contributed so little to future development - at least in
the eyes of the wholesale society management - it was decided to
adopt a new strategy. The 1955 Co-operative Congress decided that
an independent commission should be appointed to speed up the
discussions and reorganisation process. The diagnoses and recommendations of this commission - known as the “Gaitskell Commission” after its chairman - was to become the recognized basis for the
reorganisation which was aimed primarily at ensuring the future
competitiveness of the consumer co-operative. With this object in
mind the committee turned its attention towards the economic
problems facing the movement. Accordingly, the study of the organisational structures was conducted mainly in this light. Such
questions as co-management for the workers and the reducing of the
number of persons involved in the decision taking process were thus
treated as being of only secondary importance. Subject of the
expertise was not just the wholesale societies, but rather the movement as a whole, with particular emphasis on the retail co-operative
societies.
The commission identified the following as being the main causes
for the stagnation of the British consumer co-operatives:
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-

The number of shops is too small

In the historical heartland, namely in the North, the number of
shops is probably too high, but in the South there are not enough
shops. Overall the are too few shops for such consumer goods as
textiles and furniture.
-

The shops are not adequately located

Co-operative shops are not usually to be found in the main shopping
centres - this applies particularly to shops specialised in the sale of
textiles and household goods. This type of shop in particular has
surrendered the market in big towns to competitors
-

Shop design, goods range, product prices

Compared with their multiple counterparts, the shops and their
window displays are left to look old-fashioned in many cases.
The quality of the various types of goods is varied. In the case of
food items and those consumer goods not subject to the whims of
fashion, the quality to be found compares more or less with that
available elsewhere. However, in the case of fashion goods, e.g. offthe-peg clothing, that “fashionable chique” seems to be missing. The
choice of goods is not in keeping with the differentiated demand
allowed by the rising national income (e.g. different sorts of cheeses,
beverages,gramophone records, modern furniture and textiles, etc).
Generally speaking the prices of goods in the co-operatives are
lower than those of the private traders but are not infrequently
undercut by the multiple organisations.
In the opinion of the commission, the deeper roots of these striking
weaknesses should be sought in the following:
a) inadequate business management
Whilst the standard of business management in many consumer
co-operatives is excellent, in others it is very poor. In order to
bring about a general improvement it is suggested that
- a change be made in the role of the board - which in most cases
is made up of honorary members. It should be less concerned
with details of the day to day business which has meanwhile
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become a more complex matter and one which is better left to
the professional managers (“Let the managers manage”). In
future the board should concentrate mainly upon internal
control.
- there should be a transparent organisational structure (clear
demarcation of functions and authority, delegation of duties
where feasible in order to avoid overloading), the use of
business consultant services is recommended.
- a revision of policy on recruitment. More effort should be made
to recruit from the pool of grammar school leavers and university graduates for managerial positions.
- an improvement should be made in salaries and scope for
promotion. Salaries are on the whole too low to attract qualified management staff. The principle of promotion on a seniority basis should be discouraged.
- the standards of in-house training must be improved, particularly for future departmental chiefs. The most capable
amongst the 20 to 25 year old employees should be deliberately and systematically sifted out and given a thorough training both in-house and externally. Closer contact should be
maintained with the private sector in order that any new
trends can be recognized in time.
b) Unhealthy structure of the consumer co-operatives
The co-operative movement distinguishes itself from the multiple store groups in that it is made up of local organisations which
are in themselves sovereign and which assume responsibility for
supplying all the goods and services required in their particular
territories. This leads to overlappings and the uneconomical use
of resources (warehouses, transport, administration, and bulk
buying). The cost advantages of being a big organisation are not
being exploited: capital resources and financing scope of smaller
co-operatives are limited, and thus also their chances of remaining competitive.
Accordingly, the commission recommends
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streamlining through mergers
The total number of co-operatives (in 1958 there were 918)
should be reduced to about 200-300. This slimming down
process should be carried out in accordance with the
following criteria:
1) All consumer co-operatives should be able to support a
minimum of 15 shops, except in the case of the regionally
isolated (more than 750 of the co-operatives did not meet
this criterion at that time)
2) There should be only one co-operative in each natural
catchment area.
3) Consumer co-operatives should always be urged to merge
in cases where parallel expenditure of labour and capital
make the existence of more than one co-operative uneconomical.
c) No national organisation for marketing consumer goods

An important aspect of the report is the investigation of the
financial situation of the consumer co-operatives, and this particularly with an eye to the proposed modernisation programme.

-

Even allowing for the benefits of the proposed merger programmes, the local consumer co-operatives will not have an adequate
turnover basis to enhance their competitiveness as retailers of
consumer goods. In order that the very significant advantages of
economy of scale can be exploited here, a
- centrally organised consumer goods chain should be set up
d) No adequate central advisory service for technical and business
matters
A striking characteristic of the consumer co-operative movement
is the big differences between the efficiency levels of the consumer co-operatives. An effort should be made to bring the rest of
the movement in line with the best and most successful cooperatives. However, to achieve this there must be better communication and concrete advice (particularly with regard to legal
matters, personnel, the hiring of managers and staff, and on all
matters concerning investment and finance). These duties
should be taken over by a yet to be founded
- development co-operative
Further duties of this co-operative would include intensive market research and observation of the competitive situation.
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Table 7:
SOURCES AND USES OF CAPITAL FUNDS BY
CO-OPERATIVE RETAIL SOCIETIES 1938 AND 1953-1955
(PER CENT)
Sources
1. Increase in members’ capital
2. Increase in superannuation funds
3. Retained income
4. Depreciation
5. Increase in net liabilities
Uses
6. Gross expenditure on tangible fixed assets
7. Increase in value of stocks
8. Increase in investments
9. Increase in cash

1938

1953-1955

54.7
9.4
4.3
28.2
3.4
100.0

13.0
12.8
7.4
52.9
13.9
100.0

47.9
-3.4
55.5
100.0

72.6
2.8
20.9
3.7
100.0

Source: Co-operative Union Ltd., Co-operative Independent Commission Report,
Manchester 1958, p. 133 et seq..

Table 8:
GROSS FIXED CAPITAL FORMATION AT 1948 PRICES
1948
1. Distribution and other services
2. Co-operative retail societies

£ mio
Index
£ mio
Index

48
100
8
100

1955
173
360
12
150

Source: Co-operative Union Ltd., Co-operative Independent Commission Report,
Manchester 1948, p. 136
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It will be readily apparent from Table 7 that the relative significance of the various sources of capital had changed considerably
compared with the prewar period.
The consumer co-operatives were in a position to supply the
greater part of their capital requirements themselves, even though
receipts from share capital accounted for much less than they had in
the prewar days. However, these global figures give no insight into
the great differences between regions.

purpose as compared with 37.4 per cent in the case of limited
companies). Whilst high dividend quotas may bring short-term
tax advantages and help bind the consumers to their co-operative, over the long term they undermine the self-financing capacity of the co-operative and thus also its competitiveness. The
then reserve commitments of only 0.4 per cent of the turnover
were considered inadequate. Those co-operatives which drew
upon their reserves, or did not allow sufficiently for write-offs in
order that they could finance their “divi” were criticised in
particular.
The commission went on to consider the role of co-operative own
production and the relationship between wholesale societies and
retail co-operative societies.

In the South West the new public debt was much higher with the
withdrawal of financial deposits. Particularly in England and Wales
the recall of investment saving and loans with the CWS and indebtedness of individual co-operatives with the CIS increased.
Hitherto it had been so that the co-operatives had tended to avoid
getting into debt and had trimmed their investment programmes to
their own financial capabilities. Consequently they had fallen to
below average in the trade and services sector as a whole (cf. Table
8).
The Independent Commission calculated an annual investment
requirement of approx. 20 million pounds sterling (8 million on
average 1953-55) fixed capital and 5- 5.5 million pounds sterling
circulating capital for the next ten years.
This could be partly financed immediately from a reduction in the
growth in capital investments (1953-55 approximately 4 million
pounds sterling annually, the half of all net investments in fixed
capital !)
The following proposals were made regarding other methods of
raising finance:
-

-
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increasing the return on share capital. However, from this source
(and from the growth of pension fund reserves) it would be wrong
to expect too big an increase in new capital. More important still
is the regrouping of surpluses - either by
accumulation of hidden reserves (over-evaluation of write-offs)
and/or
lower dividends and higher reserves (on average the consumer
co-operatives use only 3 per cent of their net surplus profit for this

For various reasons - some social, others economic - the consumer
co-operatives have integrated their own production facilities (cf.
further above). The most frequent arguments in favour of own
production are:
1. With the aid of own production the consumer co-operatives can
increase their share in the national income and bring further
branches of the economy under co-operative control. This dates
back to the original aims: The reorganisation of the existing
social and economic relationships on a co-operative basis. Closely
related in this context is
2. the wish to create a management system on the basis of comanagement (and co-ownership) for the employees.
3. Own production allows certain economic advantages (vertical
integration of trade and industry) and
4. offers the consumers protection against monopolistic exploitation and protects the co-operatives against the risk of supply
boycotts by private companies.
The commission took up these arguments one after the other:
Since the consumer co-operatives have access to only limited
capital at any given time, it depends upon the return on capital (and
from the “social” advantages - but profitability is the first criterion,
as will become apparent from the following argument) whether the
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investments should be made in the trade sector, in the services
sector or in production.

operative production programme can be run on a very high
volume.
On the subject of the monopoly argument ...

The co-operative enterprises as a rule do not work on the principle
of employee co-management any more than is the practice in private
industry.
On the subject of vertical integration ...
Foodstuffs (bread, milk, tea, meat, and butter) account for 70 per
cent of the co-operative own production output. Bulk purchasing
of the raw materials on favourable terms is decisive for the
economic production of basic foodstuffs. This is more easily
achieved when there are close ties between sales and production.
Other advantages of vertical integration in the case of these
staple goods arise from their being highly perishable and because
it offers a means to compensate for price fluctuations on the world
market. In view of these advantages it would appear that vertical
integration in the case of foodstuff production does enable cost
reductions to be made both at the production and at the sales
level. However, it seems doubtful that this would also apply in the
case of other goods.
Control over prices and quality can also only be gained through
skilful use of purchasing power.
There is still the argument of a guaranteed market for the
production plants through the co-operative sales system. However, this guaranteed offtake is only at the expense of the
consumer co-operatives when the production plants continue to
turn out the same quotas and ignore the fact that the consumers
have meanwhile been wooed away by other branded goods and
advertising campaigns. consequently the consumer co-operatives have no choice but to include these branded goods in their
sales range in order not to lose their customers. On the other
hand, the production plants can only benefit from the advantages
of standardised mass production if they can also supply to private
traders. Vertical integration itself does not necessarily ensure a
higher return on capital. This is assured only if - despite the
market outlet being restricted to consumer co-operatives only,
and despite the effect of advertising of branded goods - the co92

Competition in the industry today was said to be much tougher
than it was back in the 1920’s. Where there were still cases of
excessively high prices, the consumer co-operatives would have
to control a market share of 10 - 25 per cent in order to be able to
influence these prices. This would only be possible assuming the
availability of own mass production facilities which would also
entail the need to supply private traders as well. The co-operative
movement has become so big in the meantime that the likelihood
of supply boycotts has become remote.
This still leaves the retail price maintenance system. In this
context it should be borne in mind that the volume of such goods
actually sold by the co-operatives is relatively negligible, and also
that it really boils down to a question of power relationships. The
further the consumer co-operatives are able to expand their
trade, the less easy it becomes for the private manufacturers to
impose their own conditions.
Accordingly the commission recommends that future investments be concentrated on the sales front in particular, and in the
case of the production side, to restrict investments (apart from in
food processing) to the manufacture of the few articles which the
consumer co-operatives can sell with particular cost advantages.
As a general rule, investments should be made on a strictly profitoriented basis.
It should be pointed out here that this appraisal of co-operative
own production - which is largely in the hands of the wholesale
societies - is to a certain extent contradictory to the CWS policy
drawn up during the war years (cf. further above) when the main
object was to penetrate the non-food sector. However, the commission’s recommendations reflected the situation prevailing at
its time - and which was characterised by surplus capacities in
the production sector. In actual fact this streamlining and slimming down of production facilities did become an integral part of
the co-operative strategy for the future (particularly from the
mid’seventies onwards).
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Changes in the marketing and wholesaler roles
Major changes affecting the consumer co-operatives and the
private wholesalers alike have taken place in the wholesale
sector. There is a growing tendency amongst major retailers whether they be multiple organisations, department stores or big
co-operatives - to deal directly with the manufacturers rather
than through a wholesaler. However, the more independent the
leading retailers have become from the wholesalers, the more
dependent the small retailers have come to be.
This trend has unavoidably brought serious consequences for the
wholesale societies of the co-operative movement. The big consumer co-operatives will only remain loyal to the wholesale societies for as long as they are able to purchase on terms no less
favourable than elsewhere. But the smaller consumer co-operatives have no choice but to continue purchasing through the
wholesale societies in order to retain the benefits arising from
bulk buying and marketing advisory services.
For their part the wholesale societies should not waste time
complaining about the frail loyalty of the retail co-operative
societies but instead should offer better and differentiated terms.
The commission does not accept the argument that, for reasons
of co-operative solidarity, all consumer co-operatives should be
allowed to purchase on equal terms.
On the contrary, the future policy should be
-

-
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the introduction of a generous system of rebates on quantity
buying (which, of course, would favour the bigger consumer cooperatives),
wholesalers’ prices and profit margins should vary with the
nature of the additional services provided (e.g. warehousing)
the wholesale societies should reorganise the anarchic ordering
methods of the retail co-operative societies.
the buyers representing the co-operative wholesalers should be
more “retail trade conscious” i.e. they should keep themselves
informed on what the retail co-operative societies can actually
sell.
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-

this also implies that in future they should not necessarily be
bound by loyalty to buy from their own production. Responsibility
for the successful operation of co-operative own production lies in the opinion of the commission - with the production plants
themselves. This, however, calls for a clear distinction to be
drawn between the functions of the buyers and those of the
producer: It is not the task of the wholesale societies to ensure
that the co-operative production plants are kept working at full
capacity by buying articles which are not competitively priced or
for which there is no market demand.

The unanimous opinion of the public discussion which followed,
and in which the entire British press took part, was that the
recommendations put forward by the independent commission quite
clearly boiled down to the need for a more intensified commercialisation of the retail co-operative societies with much more emphasis
on the business side. Striking here - in contrast to the views held
today - is the importance attached to the economic advantages of the
concentration and minimum sizes of consumer co-operatives. Apart
from the diagnosed inefficiencies - even by the standards of the
original co-operative objectives - there is a important contradiction
that is immanent to the character of the co-operative movement as
a social reform movement: Under the pressure of their capitalistic
environment the co-operatives are forced to adopt capitalist methods in order to survive as enterprises and this inevitably brings them
into conflict with their social ideals. The consumer co-operatives in
England had an advantage inasmuch that big private capital did not
show any real interest in the retail trade until relatively late - i.e.
once mass production and income levels promised sufficiently attractive profits. (This trend was already much more advanced in the
United States. Perhaps somewhat oversimplified: R. Owen pointed
out at a very early date that wages meant not only costs but also
purchasing power. In the USA Henry Ford made the same discovery
once the methods of standardised mass production were sufficiently
developed).
After the report had been discussed at national conferences, the
Central Executive of the Co-operative Union submitted its own
version for approval by an extraordinary congress called together in
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Blackpool in the autumn of 1958. The Central Executive was in
agreement with all major points in the report except that calling for
the founding of a central development co-operative. This is hardly
surprising, because the proposed development co-operative would
have assumed responsibility for tasks which hitherto had been
within the realm of the Co-operative Union and the wholesale
societies... who also would have to provide the necessary finance.

delegates approved the argument of those in favour who believed
that a central development co-operative could give vital innovating
impulses which the present central organisations had hardly ever
been able to do in the past. Thus the Central Executive suffered a
defeat on this point.

Some of the more important points brought up in the ensuing
debate have been summarised here because they indicate where the
interests of the movement’s organisations lay.
The Central Executive was completely in agreement with the
commission regarding questions of the co-operative management
and personnel policy (some of the retail co-operative societies even
felt that these recommendations did not go far enough).
As was to be expected, the merger problem provoked a lively
discussion in which particularly the smaller co-operatives participated who would be the target for such mergers. They came up with the
following counterarguments:
-

the size of an enterprise is no yardstick for its efficiency
the smaller consumer co-operatives are more democratic, their
turnover per member was above the average, their dividends
were higher, they were more loyal towards the wholesale societies
- a forced merger would be an infringement on the principle of local
autonomy. However, proposed amendments in this direction
were rejected and the original proposal put forward by the
Executive Committee was accepted.
A further point upon which opinions differed was that concerning
the setting up of a development co-operative which would also be the
initiator of a trading chain for non-food articles which the wholesale
societies regarded as their own domain. In the view of the Central
Executive the necessary development of the central advisory service
should be taken over by a special organ within the co-operative
union. A number of big consumer co-operatives engaged in the sale
of consumer durables were against the idea of a central development
co-operative as organiser of a non-food chain. By a small majority the
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But: In March 1959 the company meeting of the CWS decided that
the non-food chain should be managed by the wholesale society. In
1960 - the stormy reform debate had subsided in the meantime - the
Co-operative Congress gave its blessing and so the central advisory
service remained with the co-operative union. The development cooperative did not come into being.
This meant that the organisation structures remained especially
vague in new and important sectors.
However, the CWS very soon took the initiative and we can
conclude this section of our report with a (minor) success story: The
proposal submitted by the commission that a chain of shoe shops
should be set up as a first step into the consumer goods sector was
“made for walkin’ “.
“Shoefayre” (prior to 1964 “Society Footwear”)
During a series of conferences with the retail co-operative societies held in 1959, a joint CWS-SCWS plan for setting up a
national chain of shoe shops was discussed. Each of these shops
would be jointly managed by the wholesale societies and the
retail co-operative societies involved. This chain would not be
linked with the co-operative shoe factories and would be under no
obligation to purchase from these factories. Initially this newly
opened business was relatively slow in expanding. How-ever,
following the purchaseof a private chain of 100 shoe shops and the
acquisition of another group with 44 shops in 1964, “Shoefayre”
became one of the biggest chains in the branch. However, no
further chains were established in the consumer goods sector
(except for the already mentioned “Co-operative Chemists”). The
main reason for this according to what a member of the CWS staff
told the author of this report was: “National chains are hardly
acceptable to co-operative (retail) societies.”
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2.3.

FURTHER LOSS OF GROUND BY THE CONSUMER
CO-OPERATIVES DURING THE FIRST HALF OF
THE 1960’S

The reform debates and the slowly effected reforms (mergers etc.)
failed to stop further penetration by the private retailers. The
consumer co-operative share of the groceries retail market fell from
21 per cent (1960) to 12.8 per cent by 1966. One of the reasons for this
decline is to be seen in the abolition of retail price maintenance in
1964. The co-operatives had always been opposed this system of
manufacturers dictating the end-user selling price to the retailers
(cf. e.g. the relevant passages in the report of the Independent
Commission). Indeed in times of keen competition in the retail trade
it had worked rather like a cartel. It had protected the profit margins
to the trade and thus also the profits realised by the co-operatives.
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This latest concept for unification starting from the top did not
take the interests of the retail co-operative societies sufficiently
into account. This, incidentally, was also the opinion of the then
CWS chairman, Mr. L. Cooke.
The second obstacle was the familiar problem of the Scottish
factories. As Mr. T. Taylor, an SCWS director put it: “The CWS
has eight shoe factories ... we have only one on which 400 workers
are dependent. We may approve the general principle of amalgamation but let us face the facts of rationalisation and all that it
involves.” (quoted according to Richardson op. cit., p. 260)

The merger programme foreseen by the Independent Commission
was intended only for the consumer co-operatives.No parallel recommendations were made concerning the “federative organisations” (CWS, SCWS, and Co-operative Union as the most important). Various internal study groups had repeatedly recommended
a merging of at least CWS and SCWS - but the practical follow-up
always came to nothing as we have seen. In 1962 yet another attempt
was made, and this began as usual with a commission.

The committee’s report was submitted to the 1964 congress for
approval. The new union was to be controlled in the same manner
as had been suggested earlier by the Independent Commission.
A general supervisory board (part-time general board) having
some 40 members would be elected (nominations would be
accepted from the sections of the Co-operative Union with the
number of candidates per region being in proportion to the
volume of trade with the new central union). This board would
then elect the management proper (full-time management executive, chief officials and principal managers). The idea of a national society - which many hoped would solve the problems of the
co-operative movement - was rejected. The consumer co-operatives were to retain full control over the new union. The statute
was to embody the principles for contractual obligations of the
consumer co-operatives and the new union regarding purchasing.

The National Federation Negotiating Committee
This committee was instructed by the 1962 congress to work out
plans for the merging of CWS, SCWS, the Co-operative Union,
and the Co-operative Productive Federation.
But even during the discussion on the appointment of this
committee differences of opinion emerged. The reasons for these
differences were the very reasons which were to thwart the
merging of the central organisations two years later. (cf. also
Flanagan 1964 in connexion with the following).

The CWS Board and the Co-operative Union accepted the recommendations but the SCWS management rejected them even
though the report had given a guarantee that the Scottish
factories would not be disadvantaged as the result of the merger.
In a referendum held by the Scottish societies the plan was
thrown out and thus it was not possible to go ahead with the
congress resolution. But in the end “amalgamation not by principle but by economic pressure” was to convince even the Scottish
“separatists”.

2.4.
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THE REORGANISATION DEBATE CONTINUES
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But before coming to that we must first turn our attention to the
work of the most important committee since 1958.
The Joint Reorganisation Committee (JRC)
The main task before the JRC was to draw up proposals for the
reorganisation of the management of the English wholesale
society - the Scottish societies had already withdrawn from the
debate. After some initial confusion concerning the appointment
of the committee, the JRC finally got down to work in February
1965. The committee was made up of five members of the CWS
Board and five elected representatives of the consumer cooperatives. On many issues the committee found itself supporting the recommendations of the Independent Commission and
the NFNC (cf. previous section).The objective was to create a
tighter CWS management with greater independence from the
Board and more personal responsibility for individual sections, a
reinforcement of the Executive, with a Chief Executive Officer or
Director general at the top, and a clear demarcation of the
Executive from function of control. In the words of the report: “An
elected Board with collective responsibility is well suited for the
formulation of policy ... but once the policy has been declared it
should be in the hands of persons with the necessary qualifications and experience. They must be appointed, not elected, and
they must bear individual responsibility for all that they do
(quoted according to Richardson, p. 286). An age clause was of
significance as far as appointment to the Board was concerned
(nobody should be older than 62 at the time of appointment to
office) and there were also certain other qualifications to be
satisfied: (a) A candidate at the date of nomination shall be a
member of the Committee of Management or Board of directors,
or Chief Official, or general Manager, or Secretary or managing
Secretary of the nominating society (...). No society shall have
more than one representative on the Board.”
This meant the end of a management system of the wholesale
society which had been in existence for almost one hundred years
and essentially comprised four main and several sub-committees
headed by the full-time board directors (i.e. this latter change
dated back to 1906). A similar system was the usual arrangement
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in the local co-operatives also (cf. criticisms of the Independent
Commission on this aspect). The tightening of the CWS management was also intended to strengthen the position of the CWS vis
a vis the retail co-operative societies. The bulk of the CWS trade
was realised with the big co-operatives and this trend was
becoming more pronounced (cf. the concentration process); however, the big co-operatives were tending to take over the function
of bulk buyers themselves - either individually or in groups. The
consequences were overlappings, fragmentation, loss of influence as bulk purchaser, and thus also loss of price and other
advantages to be gained through the wholesale society consolidating the co-operative orders. Accordingly, a series of measures
were proposed which would make the CWS the effective buyer for
the co-operatives (cf.”Recommendations” in the Appendix).
The JRC recommendations were accepted in 1966 and in the May
of that same year the new board of 30 new part-time members (21
of whom were already officials the other being honorary lay
managers of retail co-operative societies and CRS) was able to
hold its first meeting. The old directors (of which there were 21)
were still members of the board in accordance with the interim
solution - the number of 30 would be achieved through the process
of “natural waste”. barely a year later the first director general
was appointed - a manager who had come in from a private food
processing concern, namely Philip Thomas from Associated British Foods. The reorganisation in the head and limbs of the
organisation which everybody had been talking about for the past
ten years and more was about to start. According to more critical
observers, the “ginger coup” was now perfect (Ross/Langdon
1985, p. 26).
The following years saw reorganisations in the production, and
finance sectors in particular - as well as in relations with the retail
co-operative societies.
The problem of co-operative own production has already been
mentioned. A drastic rationalisation of this sector was now foreseen.
The main features were as follows:
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closing down of factories running at a loss and sale of plant (e.g.
Derby Paint Works)
- concentration of production sites where there are numerous
factories producing the same type of goods (e.g. tinned foods,
knitwear goods)
- amalgamation with private enterprises. This happened particularly in the flour mill and bakery sectors (the biggest was in 1971)
but also in bacon and tobacco processing plants
- opening of new capacity with up to date technology e.g. the tea
factory at Crewe.
The matter of strengthening the financing power is closely related
to the question of investments. The CWS return on capital index had
fallen from 19.1 per cent in 1958 to 2.1 per cent by the year 1967.
Accordingly, the necessary investments for the updating and
streamlining of production and the sales front were scaled down. The
financing bottleneck had also become a problem in the retail trade.

societies at the most favourable cost price (with minimum margin for
the wholesaler). Whilst this squeezed the CWS profit margin it must
nevertheless be seen as a consequence of the general intensification
of competition in the trade.

-

The bulk of the capital at the disposal of the retail co-operative
societies was traditionally drawn from the small savings of members
- who were less concerned with a good interest rate than with
security and providence. In the meantime these savers had become
very elderly people. Their heirs were much more interest-rate
conscious, and withdrew the capital from the co-operatives and
reinvested elsewhere at better interest rates. An attempt was made
to stem this exodus of capital and attract more loan capital by
offering more attractive interest rates and adopting other appropriate financial measures (e.g. development bonds, “sell and lease
back” of installations, hire purchases). The flow of capital away from
the retailers resulted in the co-operatives having to cut back on their
positions with the wholesale company (investments and loans,
shares cannot be recalled) and also to exceed their trading credit
limits. By the end of 1969 CWS had lost 20 million pounds sterling
in liquidity because of this situation. The “new relationship with the
retail trade” according to the JRC also foresaw that the CWS should
discontinue the practice of selling to members at normal market
prices, but instead at the CWS purchase for the retail co-operative
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With the aim of solving the financing problems the following
measures were adopted:
- the sale of objects which no longer appeared to be essential (e.g.
as a consequence of rationalisation of inventory levels)
- increased use of funds from without the co-operative world for
financing (e.g. the issue of Escalator Bonds in the year 1971). This
strategy is closely linked with the hiving off of the banking
department as an independent enterprise (Co-operative Bank).
- first priority to building up reserves rather than paying out
dividends in the retail co-operative societies (e.g.bearing in mind
the steadily increasing costs of replacement when making writeoffs) whilst at the same time increasing interest on shares.
This reorganisation of the relationship with the retail societies
resulted in
-

-

-

a greater independence from own production when buying (only
when the price and the quality are right should goods be bought
from co-operative factories).
uniform national advertising campaigns on television and in the
press for foodstuffs and consumer goods.
standard and modern layout of shops (“Operation Facelift”) shops
throughout the country to use the “CO-OP” sign with the object
of clearly identifying co-operative shops )
the use of standard brand names for co-operative products which hitherto had often been sold under quite different names
in different regions.

A further innovation on the sales front was the introduction of
“Dividend Stamps” instead of the payment of cash dividends.The
general impression was that these rebate stamps were a very
successful discovery made of the private sector. Although the Cooperative Union was opposed to the idea, many retail co-operative
societies made use of this sales promotion instrument. Advantages
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were that the stamps were popular with the customers and that the
dividend was becoming smaller and smaller because of declining
profits. (in 1976 92 per cent of all retail co-operative societies were
using such stamps at least for some products).

considerable mass basis. “Apolitical” means here that the question
of political power was not considered of prime importance but rather
the reforming of society on a (special) “civil law” basis through the
continuous expansion of the co-operatives. It is here that we find the
limitations of the co-operative movement in all the advancements is
has achieved and may be capable of achieving - namely that under
the pressure of competition from the capitalist environment the cooperatives must themselves resort to capitalist practices in order to
survive economically - and this at the expense of their social
intentions. The debates which have been going on about reorganisation since the days of the Second World War were all overshadowed
by this aspect. This objective factor acts in a certain way towards the
inside: Managers without any co-operative awareness are gaining
the upper hand. (This does not mean that efficient management is
not necessary in order to attain co-operative objectives. But the
democratic content of such objectives can only be assured - over the
long term at least - by a certain form of democratic decision-taking.
Such processes are tiresome and are obviously in conflict with the
abstract “business efficiency” of capitalist enterprises which is
measured in the bottom line of the balance sheet and which implies
the implementation of appropriate organisational measures (cf. e.g.
Wagener 1981).

It was at this phase in the reorganisation, more or less out of the
blue, that the English and Scottish wholesale societies swiftly
amalgamated and thus achieved what many had repeatedly advocated from the very beginning.
The reason for this sudden change of heart was that the banking
department of the Scottish society had been speculating on the
money market and the bank did not have sufficient reserves to cover
the expected losses. The rescue mounted by the CWS and the Cooperative Bank (with the support of the Bank of England and the
Clearing House) climaxed in the realisation of the amalgamation
within the space of only three months in 1973. As a result the CWS
became one of the biggest ten enterprises in the United Kingdom
with a capital of 30 million pounds sterling, reserves in excess of 100
million pounds sterling, and a total turnover of 700 million pounds
sterling.
2.5.

CHANGES IN ORGANISATIONAL STRUCTURES
AND CO-OPERATIVE DEMOCRACY

At this point it seems appropriate to comment on the question of
democracy in the co-operatives. So far we have concerned ourselves
mainly with the business triumphs and failures of the movement and, indeed, the reorganisation took place very largely under this
aspect. According to the movement’s ideologists, co-operatives
should not only be successful business enterprises but also offer an
alternative to the private capitalistic economy. In this latter context
we have already noted that the theoretical ideas themselves diverge
- and this is certainly not just coincidental. In most cases there are
certain interests and conflicts involved, objective conditions and
apparently “inherent necessities”.Co-operatives were established
as a relatively “apolitical” social reform movement but, in the initial
phase at least,always in conjunction with an alternative model of
society (Owen, Fabians, etc.). This reform movement acquired a
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The recommendations of the Joint Reorganisation Committee according to Ross/Langdon 1985 - are an expression of the process of
replacing a generation of “stalwart co-operators” by a new type of
manager who thinks more along the lines of private-capitalist
business management and acts accordingly. (Even Richardson
1977, who is quite positive in his attitude towards this change,
remarks that it is striking how few honorary managers were on this
committee).
“At CWS, the management take-over occurred when the so-called
Ginger Group, made up primarily of managers from mid-sized cooperatives in the Midlands and North, gained control of their
societies by seizing democratic levers lay members had allowed to
slip from their hands. (...) Because of CWS’s enormous size and
influence, the contemporary movement has been shaped to a significant degree by the ideas and philosophy of the Ginger Group
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managers. Originally they banded together out of fear that their own
societies would fail as a result of the inadequate CWS policies. The
old board members, the Ginger Group felt, had lost touch with the
business world. Their full-time status put them off from the new
realities of retailing in post-war England. Under their guidance, the
Co-op market share had slid steadily downwards and the Ginger
Group managers felt the time had come for a change. “We’ve done it
your way”, they reasoned, “now do it ours.” (...) Significantly, the
Ginger Group takeovers occurred mostly in those societies where
member activity had declined.” (Ross/Langdon 1985, p. 26).

“To develop the welfare state or modern trade unionism required
the best young minds in Britain. With the opportunities offered by
a Labour Party Government (after 1945 F.M.), a career in cooperatives was no longer the only attractive outlet for talented
members of the working class.” (Ross/Langdon 1985, p. 18). The new
social and political movements came into being outside the existing
co-operatives and in many cases had quite different ideals. Members’ meetings are generally sparsely attended. Where activity is
developed it is often sidetracked by the management committees.
Also to be taken into account are the economic difficulties of the
societies. The London Society is a good example here. “Its political
committee and its fulltime staff play an active role in informing and
organising co-op members about issues such as: peace and disarmament, unemployment, worker co-ops, racism, government social
services, and critical national and international affairs.” (Ross/
Langdon 1985, p. 16). In 1980, however, this society had to submit
to a takeover by the CRS because it was unable to pick up again after
its business difficulties during the mid ‘seventies.

Further: “At one time managerial domination, even though a
corruption of the co-operative ideal, would not have been a serious
problem. Most managers were dedicated co-operators who had
grown up in the movement. Many started work with the co-operative
at the age of 12 or 13 as errand runners or helpers, educated
themselves by correspondence courses, organised through the cooperative college; and maintained a commitment to the social as well
as the commercial side of the movement, (...)
Beginning in the late 1950’s, and greatly accelerating in the
1960’s, a combination of internal and external factors changed this
policy, and large numbers of employees from private firms were
brought into management positions. These men and women were
recruited for their business acumen, not their social ideals.” (ibid. p.
25), This recruiting from outside the co-operative movement was
recommended by the Independent Commission (cf. further above) but objective conditions were also of importance here. With the
development of the free state educational system, members of lowerincome families could also enjoy the benefits of a higher education
and thus aspire to higher positions; thus the co-operative education
schemes had lost some of their importance in this respect. However:
very little time is devoted to the social economy in the business
management and economics faculties.
A further reason for the described “de-ideologising” is to be seen
in the declining appeal of the consumer co-operatives as a social
reform movement:

106

However, takeover by CRS does not usually encourage member
participation: “CRS’s ability to dampen member participation is
demonstrated by the experience of the Barnsley Co-operative.
Barnsley is a mining town and its co-operative society was one of the
most active in Britain. Like many other societies, though, it overreached, and suffered hard times. CRS took control of Barnsley Co-op;
after a short time, the co-operative’s economic condition was turned
around, and the members again sought meaningful participation.
They ran squarely into the maze of CRS by-laws which had been
drafted to thwart just such efforts. If members could not manage
their society prudently, the reasoning behind the by-laws went, they
should not be allowed to take control once CRS restores a society’s
health.” (Ross/Langdon 1985, p. 28)
Yet despite this shift on the part of management towards seeing
only the purely economic aspects as being of importance, because of
ties with the trade unions and the labour movement, co-operative
managements still cannot usually simply force through rationalisation programmes, for example, as they might be able to do in the
private sector.
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2.6.

STABILISATION OF THE COMPETITIVE STATUS

How successful were all these measures ?
A quick comparison of market shares suggests that they did
succeed at least in slowing the downward trend which had begun
with a vengeance in the ‘sixties.
The Co-op share of the retail food market was 12.8 per cent in
1966. This figure fell to 10.9 per cent in 1973, but picked up again to
11 per cent in 1975. The picture for the key staple foodstuffs was as
follows: 1966 18 per cent, 1972/73 15 per cent, and 1975 16.2 per cent,
whilst for consumer goods: 1966 4.2 per cent, 1973 3 per cent, and
1975 3.1 per cent. The Co-op was relatively successful with durable
consumer goods (electrical appliances, radios, televisions): in 1964
their market share was only 4 per cent but in 1976 it was 7 per cent.
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regionalization resolutions to the effect that the remaining cooperatives should be concentrated into 50 big regional enterprises.
(at the 1962 congress this number had been foreseen as 25). The
“ideal” number submitted by the Independent Commission was
almost achieved some 17 years later; In 1975 there were still 253
societies. In this context it is not “unfair to say that economic
pressures had been more responsible than the co-operative principle
for most of the mergers that did take place” (Richardson op. cit., p.
258).

The share of total retail trade accounted for by the retail cooperative societies was 1966 8.7 per cent, 1973 6.9 per cent, and 1975
7.2 per cent.
Thus the co-operatives were able to stabilise their position somewhat during the phase of general economic recovery which began
at the end of the sixties (following the recession of 1967) and lasted
until the mid-seventies. However, the subsequent period of slower
growth meant a further deterioration of their market and financial
status.
2.7.

THE MERGER PLAN FOR THE RETAIL
CO-OPERATIVE SOCIETIES

The Independent Commission had recommended that the Cooperative Union conduct a survey to determine the extent to which
mergers involving the co-operatives could be carried out.
In 1961 an “Amalgamation Survey” was submitted to the Cooperative Union. According to this survey the number of co-operatives should be reduced from 875 to 307. However, in 1968 there were
still no fewer than 704 retail co-operative societies.
In that year the amalgamation programme was supplemented by
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3.

THE CONSUMER CO-OPERATIVES AFTER 1975

3.1.

BUILDING UP OF A COMPETITIVE BASIS

We have already seen that the consumer co-operatives were able
to increase their market share slightly - or at least stabilise it - in the
first half of the 1970’s (cf. Table 9). The favourable economic climate,
which lasted up until 1975 allowed them to take a breather. But then
the downward trend re-established itself. The Co-op share of the
retail grocery market slumps from 11.1 per cent in 1975 to 8.1 in
1985, and for consumer goods, from 3.1 5 to 1.8 per cent; in the retail
trade as a whole from 7.2 per cent to 4.9 per cent. This brought
corresponding consequences for the financial standing of the cooperatives (cf. Table 10).
From the year 1980 onwards they had to resort to the practice of
financing members’ benefits and interest on share capital by making
appropriations from the substance - just as they had been forced to
do in the ‘sixties. Retentions from earned surplus became negative
with the trade recession at the beginning of the 'eighties. The
situation improved as trade picked up again in 1983 (from 1972 to
1982 total consumer expenditures in real terms remained virtually
constant, between 1982 and 1985 they increased at an average
annual rate of 3.2 per cent).
This naturally enough led to a discussion about the payment of
members benefits. CWS director general, Dennis Landau: “In the
Co-op we still distribute about 1 per cent of turnover to our shareholders. The average in the private sector is only a fifth to a tenth of
that.” And in a paper by Paul Derrick from “Public Enterprise
Group” it is written: “But to pay dividends in spite of trading losses
is not quite what the Rochdale Pioneers intended (...) (But) if retail
societies that did not make surpluses were not to pay interest on
share capital it is possible that a substantial amount of the share
capital would be withdrawn.” For this reason it is worth considering
the possibility of making it more difficult to withdraw share capital
- as in the case of West Germany, for example, where the societies
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Table 9:
ESTIMATED SHARE OF CO-OPERATIVE TRADE
RELATIVE TO TOTAL RETAIL TURNOVER
Year

Food
%

Non-food
%

1961
1962
1963
1964
1965
1966
1967
1968
1969
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985

12.8
10.8
11.0
10.9
10.9
11.1
11.0
11.0
10.8
10.7
9.7
9.2
8.7
8.8
8.5
8.1

4.2
2.9
3.1
3.0
3.1
3.1
2.8
2.6
2.7
2.6
2.7
2.5
2.3
2.1
2.0
1.8

Total
%
10.4
10.1
10.0
9.4
9.0
8.7
8.3
8.0
7.9
7.5
7.0
7.1
6.9
7.0
7.2
7.1
6.8
6.8
6.7
6.5
6.1
5.8
5.4
5.1
4.9

Source: Co-operative Employers Association 1987

were converted to corporate enterprises., or “In Austria in the early
‘seventies share capital was about 8 per cent of the capital of the
retail co-operatives and it could be withdrawn only after a year’s
notice; in Britain it was about 85 per cent and could be withdrawn
on demand.” Thus the share capital has the same liquidity as a giro
account but with a better interest rate (on average 5.6 per cent in
1985), and necessitates such high reserves. The amount per member
is relatively low, however (in 1985 it was 19.46 pounds sterling on
average). Another possibility would be the issue of special bonus
shares which would not mature until the holder reached pension age
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Table 10:
RETAIL SOCIETIES - 10 YEAR RECORD
1982

1983

1984

1985

4,039

4,158

4,300

4,460

4,595

34

71
27

74
-6
23

94
10
20

107
20
18

112
27
17

13

-20

-46

-55

-41

-28

-27

225
10,554
129

216
10,382
123

206
10,009
115

187
9,534
103

145
9,072
97

129
8,687
90

112
8,463
86

103
8,161
81

361.7
143.2
159.2
243.1

410.5
143.0
161.2
279.0

478.8
150.7
162.9
286.3

544.4
143.7
170.3
296.7

604.3
160.0
181.9
296.9

645.6
140.2
177.3
299.5

692.8
155.7
171.1
341.3

756.5
144.7
158.3
385.4

1979

1980

1976

1977

1978

2,413

2,713

3,043

3,430

3,871

95
65
34

101
67
33

107
68
32

113
34
65

93

14

15

18

Number of societies
Membership (‘000)
Employees (‘000)

237
10,655
135

231
10,620
131

£ mill.
Tangible fixed assets
Total investments
Share capital
Reserves*

288.3
131.5
145.9
190.6

320.2
132.2
151.4
214.8

£ mill.
Turnover
Trade surplus before depreciation
Total surplus
Member benefits
Retentions from earned surplus

1981

* Estimated in 1982 and preceding years due to changes in balance sheet format
Source: Co-operative Statistics 1985

- or left the district in which the co-op is located. The value of such
shares would increase with the assets of the co-operative.
This brings us to a further point and one which makes the
continued payment of dividends by the British co-operatives despite
trading losses or in excess of profits seem of less dramatic importance: The book value of the co-operatives’ assets is - according to the
head of the economics department at the Co-operative Union, Garth
Pratt - only a third or even less of the market value. Thus, dividends
paid from substance can be regarded as member participation in the
appreciated value which can only be realised in the case of the cooperative being wound up. But: “Although a substantial asset base
is not vital to a successful retail operation, which basically relies on
rapid cash turnover in sales and significant credit on purchases,
clearly it is longterm suicide for the societies to run down this base
to pay out dividends.” (Management Today October 1983).

112

The year 1986 seems to mark a turning point: Despite a constant
turnover volume compared with the year previous the profitability
increased. Whilst grocery sales with a nominal turnover plus of 2.8
per cent could not hold their own, the non-food sales showed a
nominal growth of 8.3 per cent and thus a real increase - mainly as
a result of a good development with automotive trading (+15.8 per
cent) and the co-operative travel agency (+31.7 per cent) which was
offering attractive holiday arrangements. In the automotive sector
the British co-operatives turned over almost twice as much as they
did in the textile branch. “We simply in the main do not seem to be
the place where people seeking those sorts of items look to.” was Mr.
G. Pratt’s comment on this weakness of the textile branch.
The total surplus before tax rose from 28 million pounds sterling
to 57 million pounds sterling and thus reached the equivalent of 1.7
per cent of the turnover (compared with 1.2 per cent in 1985, 1987:
2 per cent). The target is still 2.5 per cent. After deduction of taxes,
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interest payments, and members’ benefits approximately 6 million
pounds sterling can be paid into the reserves.

The same applies regarding investment relative to turnover (cf.
Table 12). Similarly the Co-op share of investments in the retail
trade as a whole fell from 1980 to 1985 (cf. Table 13).

“Societies are clearly now receiving the benefits of recent rationalisation and investment in modern retailing methods, although
economic conditions and a relaxed competitive climate in the context
of gross margins will also have been major factors behind the
improvement.” (G. Pratt). These investments included the establishment of a regional warehouse system by the CWS and a
modernisation of the shop network, the heart of which today comprises 1,300 supermarkets (185-930 m2), 161 “major supermarkets”
(930-2,325 m2), and 64 “superstores” (more than 2,325 m2).
Even with their target total surplus of 2.5 per cent over turnover
the co-operatives are still well behind their main competitors such
as Sainsbury (5.1 per cent) or Marks & Spencer (9,23 per cent) as will
be seen from Table 11.

Table 11:
TRADING SURPLUS AS PERCENTAGE OF SALES FOR
YEAR ENDING EARLY 1986
Large Retailers
Marks & Spencer
Boots
Lewis’s
Asda/MFI
House of Fraser
Woolworths
Sainsbury
Argyll
Tesco
Dee
Co-operatives

Trading Surplus % Sales
9.2
7.8
6.8
6,4
5.3
5.3
5.1
3.7
3.1
2.8
1.1

Source: Co-operative Employers Association 1987
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Table 12:
CAPITAL EXPENDITURE RETAIL CO-OPERATIVES
COMPARISON WITH INDIVIDUAL RETAILERS
Retailers

Trading year ending in early 1986
Sales
£m

J. Sainsbury
House of Fraser
Woolworths
Tesco
Asda MFI
Boots
Mark & Spencer
Dee Corporation
Argyle
Retail Co-operatives

3,414
1,290
1,757
3,355
2,517
2,126
3,735
2,860
1,908
4,233

Capital expenditure
Capital expenditure as a proportion of
sales %
£m
247.4
91.6
123.5
225.4
149.2
103.1
158.9
114.0
76.4
139.0

7.3
7.1
7.0
6.7
5.9
4.9
4.3
4.0
4.0
3.3

Source: Co-operative Employers Association 1987

Table 13:
CAPITAL EXPENDITURE IN RETAILING TREND
DURING THE SIX YEARS ENDING EARLY 1986
Trading year ending

1981
1982
1983
1984
1985
1986

Co-operatives

all Retailers

£m

£m

111
105
113
118
127
139

1,618
1,656
1,783
1,871
2,402
2,697

Co-operatives £ m to
all Retailers
%
6.86
6.34
6.34
6.31
5.29
5.15

Source: Co-operative Employers Association 1987
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In the case of turnover per employee, and (because of the numerous shops with smaller sales space) in the case of turnover per sales
unit (cf. Table 14) the Co-op was bettered by its main competitors too.
3.2.

The Consumer Co-operatives in Great Britain
Table 14:
ANNUAL SALES PER EMPLOYEE AND ANNUAL SALES
PER RETAIL UNIT 1985/1986
Sales

EFFECTS ON WAGES AND EMPLOYMENT

All these data were prepared by the Co-operative Industrial
Relations Department in reply to a demand for a revision of wages
and employment conditions put forward by the “Five National
Distributive Workers Agreements”. The object was to prove that the
co-operatives were not in a position to meet the demands for higher
wages and shorter working hours, etc. The consumer co-operatives
had long been not only pioneers of the retail trade but also leaders
in the introduction of improved working conditions - although their
employees did not get these without conflicts (firstly, e.g. on the issue
of profit sharing, then on that of the “Labour Problem”). Very early
an internal co-operative arbitrational system was established to
avoid future conflicts in this area.

£m
Marks & Spencer
J. Sainsbury
Tesco
Retail Co-operatives

3,735
3,414
3,355
4,233

Number of Employees Sales per Sales per
units
full-time employee retail unit
trading equivalents
‘000
‘000
£m
269
314
395
4,865*

35.9
41.4
43.5
81.4

104.0
82.5
77.1
52.0

13.9
10.9
8.5
0.9

*Excludes specialist units, eg., travel, motor trade, hairdressers, laundry etc.

The document which the trade union put forward in support of its
claims pointed out that the relative position of the employees in the
co-operatives had deteriorated over the past ten years. This is
illustrated by the example of the erosion of the positive wage
difference compared with other employees in the trade on a national
basis (Table 15).
Stagnating turnover performance and rationalisation had been
the cause of a steady decrease in the number of people employed in
the retail co-operative societies since 1975, with the total manning
level falling from 135,000 in 1976 to 81,000 in 1985 (cf. Table 10).
1988 they had 82 000 employees, this is 28,2 per cent of the level in
1958!
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Table 15:
THE EXTENT OF THE DECLINE OF THE RETAIL
CO-OPERATIVE WAGE RATES BY COMPARISON WITH
THOSE PROVIDED UNDER THE TERMS OF THE RETAIL
MULTIPLE FOOD AGREEMENT

because of what seemed to be very minor matters (such as what the
name of the merged society should be) - but in most cases the real
reasons were the concrete fears of the employees and officials
concerning their future in the new society. Thus “emergency mergers” were by far the more common.

The deterioration in the position of Co-op workers in comparison to other retail
workers since 1975 continues. The 10.7 % advantage the Co-op sales assistant’s
rate held over the multiple food sales assistant’s rate in May 1976 has now been
eroded to a mere 0.7 %.

But although the number of societies was only slowly decreasing,
the concentration of sales was progressing rapidly: the biggest
society, Co-operative Retail Services (CRS) was already accounting
for 20 per cent of the total turnover in 1986 and the two biggest (CRS
and the CWS Retail Trade Department) made up for almost 30 per
cent. The 14 biggest co-operatives together accounted for 70 per cent
and the 23 biggest 83 per cent of the total retail sales. The 30 smallest
societies on the other hand together accounted for only 0.5 per cent.

Ret. Co-op
Cash
% DifferenGrade 5
Differential tial (of Co-op
(Grade 6
Rate)
before 1979)
£
£
%

RMF
Grade 5

£
Nov 1975
Nov 1976
Nov 1977
Nov 1978
Nov 1979
April 1980
April 1981
April 1982
April 1983
April 1984
April 1985
April 1986

30.00
32.50
35.75
42.30
48.70
52.90
57.90
62.50
67.00
71.20
75.70
80.20

May 1976
May 1977
May 1978
May 1979
May 1980
May 1980
May 1981
May 1982
May 1983
May 1984
May 1985
May 1986

33.60
36.10
40.00
46.00
53.85
53.85
58.65
63.05
67.55
71.75
76.25
80.75

3.60
3.60
4.25
3.70
5.15
0.95
0.75
0.55
0.55
0.55
0.55
0.55

10.7
10.0
10.6
8.0
9.6
1.8
1.3
0.9
0.8
0.8
0.7
0.7

Source: Co-op Wage Negotiations 1987, “Fighting Back ...”

3.3.

THE CONCENTRATION PROCESS IN THE RETAIL
CO-OPERATIVE SOCIETIES

As will be apparent from the same table, little progress was made
with mergers during the period subsequent to 1976. The number of
societies dropped from 237 to 103 (1985) and from 100 to 91 in 1987.
The merger plan drawn up in the year 1982 foresaw 20 to 25 regional
co-operatives for the year 1986, but the effective number was 99. The
reasons for the delay in putting the plan into effect were still the
same: attempts to merge on a voluntary basis often came to nothing
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This concentration naturally brought about a change in the
interplay of forces within the federative organisations, particularly
within the CWS. In this context the CRS has been gaining considerably in importance over recent years. Although it is only at this
stage in our study that we come to the development of CRS, it was
in fact founded back in the ‘thirties.
3.4.

THE RISE OF CO-OPERATIVE RETAIL SERVICES
LIMITED (CRS)

CRS is the most important retail co-operative society in the
branch - the biggest in the world in fact - and could be the nerve
centre of a unified national organisation. The once ward of the CWS
is now becoming more and more its guardian.
One of the causes which led up to the founding of CRS (until 1957
known as CWS Retail Society Ltd.) was in the economic difficulties
which some of the consumer co-operatives got into during the
interwar years. In all there were some fifty societies in such a plight.
Some of them were even on the verge of bankruptcy. Rescue action
in such cases could come in the form of a merger with a healthy
neighbouring co-operative. However, if there were no such cooperative available, or if there were, but it was not willing to merge
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with its ailing neighbour, then the CWS had to jump into the breach.
Spectacular debacles would have been damaging for the movement
as a whole, and in some regions would have left “co-operative
deserts”. Before the founding of the Retail Society, the CWS helped
out such “lame ducks” with advice -and finance too if necessary. In
particularly serious cases CWS would take over the direct management. But: “This supervisory system, as it was called, was unsatisfactory. The only power the CWS had was that of a creditor, and more
than once it built a society back to health, took its departure and in
a short time was called in again for another rescue operation. This
happened three times with one society. Stronger powers were
needed if some of those societies were to be rehabilitated.” (Richardson 1976, p. 225).

Table 16:
NUMBER OF SOCIETIES JOINING CRS IN THE YEARS

The second reason was support for the development of co-operatives in territories where up until then there had been no independent society. The third secret motive - or at least some co-operatives
suspected it to be so - was a desire on the part of the CWS to gain a
foothold in the retail trade.

The first big wave of takeovers came during the war. But for one
exception, all the societies involved were situated either in Wales or
the South West of England. The incidence of such takeover actions
receded again until the mid 1950’s,but then the pace was stepped up
again enormously. During the course of the next twenty years no
fewer than 130 societies were swallowed up by CRS. As a consequence of the regionalization plan of 1968, the years 1968, 1970, and 1970
were record years in this respect. The most spectacular takeovers
during the ensuing period included that of the Liverpool and
Birkenhead Societies and London in 1981. The takeover of the
London Society brought CRS itself onto the verge of crisis.

The 1926 congress accepted the second reason only: “This congress expresses the view that the time is now opportune for the Cooperative Wholesale Society to undertake retail trade in areas
where there are insufficient facilities for the same, and requests the
Co-operative Wholesale Society to take steps to this end, in consultation with the Union.” (quoted according to Farrow 1985, p. 1)
It was not until six years later that the members meeting of the
CWS authorised the Board to go ahead with plans to found CRS. This
was only after every conceivable guarantee had been given to allay
the fears of the retail co-operative societies that the CWS intended
to enter into competition with them through the new company.
The main task delegated to CRS was not as originally foreseen,
namely the breaking of new ground, but rather that of providing an
“ambulance service” for those societies which had run into difficulties. In many cases temporary technical and financial support was
not sufficient, and finally the society in question had to be taken over
by CRS. However, there had only been four such cases up until 1939
(cf. Table 16).
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1935-39
1940-44
1945-49
1950-54
1955-59
1960-64
1965-69
1970-74
1975-79
1980-85

4
15
5
4
25
36
37
32
2
12

Source: Farrow 1985

The London Co-operative Society had been the biggest after CRS.
With an annual turnover in the region of 200 million pounds
sterling, the society had losses totalling around one million in both
1976 and 1977. In 1978 losses amounted to 1.8 million pounds
sterling on a turnover of 215 million, and in 1979 to 1.9 million
against a total turnover of 230 million pounds sterling.
According to “Management Today” the reason for this poor result
was that the society was determined by all means to hold on to its
network of 600 small, old-fashioned shops, and thus had neglected
to invest in supermarkets and shopping centres. In the cases where
it had done so, these were badly planned (for example, one of the
shopping centres had hardly any parking spaces). So much for
“Management Today”. The author of this present study was told
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when visiting the Co-operative Union that the reason for London’s
financial problems was one of “mere politics”. This seems a little
ambiguous, at least to an outsider. Was it the political activism of the
Londoners (cf. 2.5) or the politics of the central organisations who
would not tolerate the former? In any event: under pressure form
both the bank and the wholesale society the London society was
summarily merged with CRS in 1980. CRS membership was increased by one third overnight.
However, as a result of this latest merger CRS was to land in the
red and remain there until 1984 (see Table 3.9: figures in brackets
represent losses).
Table 17:
FIVE YEARS’ STATISTICS (CRS)
Year ending January
Turnover
Trade surplus
Dividend stamps
Share capital
Reserves
Re-invested funds
Fixed assets
Capital development
Depreciation of
fixed assets
Surplus before
distribution
Retained surplus
Memberships (1000’s)
Source: Farrow 1985

1982
£000’s

1983
£000’s

1984
£000’s

1985
£000’s

1986
£000’s

870,357
4,708
3,717
62,074
46,414
65,749
165,661
41,844

888,771
3,921
1,489
70,509
39,189
43,061
195,779
50,786

922,417
13,227
1,182
69,469
54,598
31,151
195,855
27,421

960,786
14,767
1,136
68,505
73,818
31,387
193,482
23,076

1,012,287
15,650
1,092
63,344

13,517

14,470

16,299

16,009

16,076

(7,923)
(13,612)
2,113

(12,017)
(13,256)
1,855

(3,192)
6,031
1,660

3,582
15,409
1,561

6,955
19,220
1,525

17,874
202,691
34,056

3.5.

(WHEN) WILL THERE EVER BE A “CO-OP GREAT
BRITAIN” ?

Since 1973 there has been a second (i.e. apart from CRS retail cooperative society with branches throughout the country, namely the
CWS Retail Organisations Group (ROG). This was inherited from
the Scottish wholesale society at the time of the merger in 1973. It
had served a similar purpose in Scotland to that of CRS in England
and Wales. It was destined to become the second biggest retail cooperative society when the three biggest London consumer cooperatives fell victim to the crisis in the first half of the ‘eighties. At
a time when CRS was still choking after having swallowed the
London Society, the South Suburban Society (177,000 members),
and the Royal Arsenal Co-operative Society (328,000 members),
both of whom drew their custom from the Greater London area south
of the Thames, were also losing in the struggle to keep their heads
above water. ROG took over South Suburban in 1984 and Royal
Arsenal in 1985 - CRS was no longer in any position to do so.
Today CRS and ROG are both active in the same areas, but not in
coordination with one another. Both are very active in the London
area, the scene of their biggest takeovers. A merger between CWS
and CRS to form the mainstay of a national society seems the obvious
move, and one which was again taken up at the 1979 congress by the
chairman, Howard Harrow. In 1982 a “tripartite” conference attended by representatives of CWS, CRS, and the Co-operative Union
was held to discuss the problems of a CRS-CWS merger. In reply to
a questionnaire, co-operatives representing together 80 per cent of
the total turnover declared themselves to be in favour of such a
merger. But early in 1986 the CRS board decided to break off the
restructuring negotiations with CWS. The balance of power had
changed again in the meantime. At the time of its difficulties
following the takeover of the London Society the CRS management
was probably more favourably minded towards the idea of a merger
with CWS as proposed by their director general, Dennis Landau.
However, as the profit situation improved, and a new director
general arrived, Mr. W. Farrow, those at CRS who insisted upon
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remaining independent seemingly gained the upper hand. The CRS
management is of the opinion that the composition of the Board does
not reflect the economic efficiency of the enterprise. Because although CWS-ROG account for only 10 per cent of the retail sales,
CWS provides half the members sitting on the CRS supervisory
board, and most of these vote en bloc. By contrast, CRS representatives occupy only three of the 35 seats on the CWS board despite the
fact that CRS accounts for more than 20 per cent of the turnover ...

voluntary and - for economic reasons - forced mergers. Parallel to
this decline, the average sales turnover per member also declined.
This was partly because households were becoming smaller, but also
because members of bigger co-operatives tended to be less loyal in
their shopping habits. Also, of course, the private sector was developing new methods of consumer supply: the big centrally-managed
multiple stores were able to increase their market share steadily,
particularly in the non-food sector which was becoming ever more
important as the consumers had more money to spend.

A “merger game - co-operative style” or a squabble amongst the
“Ginger Brothers”. But, as “Co-op News” reports (October 25, 1988)
a new plan for merger of CWS and CRS is under way, the realisation
of which will, of course, take time. (according to Hasselmann 1989)
4.

SUMMARY

Can the consumer co-operatives in Great Britain survive ? Back
in the mid 1960’s there were many people for whom this question
would not come as a surprise. After more than a century of almost
uninterrupted progress in both the retail and wholesale sectors, as
well as in that of own production, the co-operative movement began
to stagnate. This standstill finally gave way to an erosion of the cooperative market status from the beginning of the 1950’s onwards.
It was as if the driving force which had called these organisations
into existence, and the self-confidence and the willpower of the
working people to bring about economic and social changes were
exhausted. - (this holds at least as far as that kind of reformism was
concerned which was originally inspired by Utopian ideas of a
socialist society).
The success of the Rochdale Pioneers can be attributed to their
business principles and capabilities, to their innovative approach to
the trade (protection of consumer interests, vertical integration),
and to the way in which they divided the (pioneer) profit amongst
members and thus inspired the loyalty of the broad masses. It is from
this beginning that a co-operative mass movement and a mass
culture, not unlike that in the big social democrat parties, grew up.
The total number of co-operatives reached its zenith about the
turn of the century. Then began a continuous decrease as a result of
124

Co-operative own production reached its maximum expansion in
the period prior to the Second World War. Recognizing the new
trends in trade even before the end of the war, the CWS began
planning the expansion of its production and sales into promising
new branches. One successful venture in this context is the automotive sector which is still flourishing today, and also the co-operative
travel agencies.
It was after World War II - and particularly after the deregulation
of trade - that the weaknesses of the consumer co-operatives became
more apparent. As wages rose, the habits of the consumers changed.
The mass production system relies on mass consumption of its
output, but the new “consumer society” cannot entirely be compared
with the traditional working class consumption for whom the acquisition of certain goods was beyond its means. The possession of
certain goods reflects social and economic advancement. (To avoid
any misunderstandings here, increased productivity and a higher
living standard are manifestations of progress; by contrast the
development of demand is a social phenomenon). Not only are the
goods offered for sale by the co-operatives often old-fashioned, the
consumer co-operatives themselves have the reputation of being oldfashioned as far as many types of consumer goods are concerned, e.g.
in the case of furniture and textiles (cf. the Independent Commission
report); the same applies to the other activities of the co-operatives.
(for example, Ross and Langdon 1985 report that members’ meetings are attended mainly by elderly people).
Troubled by their unhappy economic situation, the consumer cooperatives commissioned a series of studies to find ways and means
by which they might secure their market position in the future (cf.
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Chap. 2). The most important of the recommendations made and
measures adopted included:

had hitherto been of the opinion that the will to purchase was largely
a function of income and its distribution does not depend upon shop
closing times - admittedly a somewhat old-fashioned Keynesian
idea.

Better coordination between the individual societies and the
wholesale societies, the avoidance of uneconomical overlappings in
distribution, in warehousing, the modernisation of shop design
(“Operation Facelift”), rationalisation in the production sector, and
concentration of investments on the sales front (all recommendations submitted by the Independent Commission), merging to form
economically efficient units (regional co-operatives) or the founding
of a single national society - an old dream that came into the
discussion as far back as the beginning of the century, but which
again reappeared in the minority report of the Independent Commission, and was again discussed at the beginning of the ‘eighties at
the instigation of the wholesale society. In a reorganisation of the
societies the management passed from (usually) honorary directors
into the hands of full-time professional managers - a fact which is not
too favourable for genuine co-operative democracy.
The positive economic climate which lasted up until the mid
‘seventies helped the retail co-operative societies stabilise their
market share and even to gain some ground in the consumer goods
sector. However, the recession which came in 1975 and lasted until,
the mid ‘eighties brought hard times for the consumer co-operatives
and new market setbacks. Three big London societies failed and had
to be taken over by either CRS or the retail trade department of the
CWS (ROG).

The CWS has plans to devote more attention to own production in
future. It is possible that the ROG-CRS conflict in the retail sector
had some influence in this context.
What will the future bring ? It is difficult to make prognoses.
However, the general economic conditions may well prove to be a
major factor here. As we have already seen, a good upswing in the
general economy has a positive influence on the fortunes of the
consumer co-operatives (cf. the demands put forward by the Economics Department of the Co-operative Union for a government
employment policy). “Co-operatives then are doing rather better,
but they cannot afford to be complacent. A question mark clearly
hangs over the length of the continuing consumer boom. If and when
that comes to an end the effect could well be a re-emergence of fierce
competition in the high street and out-of-town retail developments
alike, and consumer co-operatives will have to be ready to meet that
possibility.” (G. Pratt: Consumer Co-operatives, in: Yearbook of Cooperative Enterprise 1989, p. 150 et seq.)

With a general recovery in the consumer demand since 1983 there
may be a cloud with a silver lining on the horizon for the retail cooperative societies. They have meanwhile managed to stabilise or
even improve their turnovers and profits. As a result they no longer
have to nibble at their - all in all still considerable - substance, as
frequently was the case in the previous decade .
Many of the societies made successful experiments with new
methods of consumer supply. However, amongst the more dubious
“innovations” are the longer shop opening times which were introduced under pressure from the private sector and which the employees
and the small private traders must bear the brunt of. Economists
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APPENDIX 1

APPENDIX 2

“Laws and Objects” of the Rochdale Pioneers

Joint Reorganisation Committee
Recommendations, proposed amendments and voting figures.
Recommendation
1 That, as a step towards attaining a new relationship between
the retail societies and the CWS, the following be adopted in
principle as the basis of a new rule:
Draft Proposed Rule. - Co-ordination of demand and obligations of
member to purchase its requirements from the Society.
(a) Obligations of Society
The Society shall use its best endeavours to co-ordinate the requirements of its members of the goods they respectively require for
carrying on their business, so as to procure or produce such requirements for its members on the best possible terms.
(b) Obligations of Members
So as to enable the Society to carry out its obligations in paragraph
(a) of this Rule, each member shall supply to the Society such full and
detailed particulars of its sales and stocks of goods as shall be
requested from time to time by the Society.
Each member shall purchase from the Society such of the member’s
requirements of such goods as the Society is able to procure or
produce for the member and in respect of which the conditions of
supply when considered in total are no less favourable to the member
than those obtainable by such member from other sources of supply.
(c) Duties of Trade Auditor
Any protest by the Society or a member concerning failure to carry
out obligations under this Rule, shall be referred to a Trade Auditor
appointed by the share-holders on the recommendation of the Board.
Such Trade Auditor shall decide the manner and time at which the
protest shall be ventilated and considered, and the Society and the
member shall each supply such information, data and evidence as
the Trade Auditor shall require.
The Society and the member concerned shall each be entitled to have
its case presented to the Trade Autidor by a representative.
The Trade Autidor shall report in writing to the Society and the
member his findings in the matter of the protest, and his decision in

“The objects and plans of this Society are to form arrangements for
the pecuniary benefit and the improvement of the social and
domestic condition of its members, by raising a sufficient amount
of capital in shares of one pound each, to bring into operation the
following plans and arrangements:
1. The establishment of a Store for the sale of provisions, clothing,
etc.
2. The building, purchasing, or erecting a number of houses, in
which those members, desiring to assist each other in improving
their domestic and social condition, may reside.
3. To commence the manufacture of such articles as the Society may
determine upon, for the employment of such members as may be
without employment, or who may be suffering in consequence of
repeated reductions in their wages.
4. As a further benefit and security to the members of this Society,
the Society shall purchase or rent an estate or estates of land,
which shall be cultivated by the members who may be out of
employment, or whose labour may be badly remunerated.
5. That, as soon as practicable, this Society shall proceed to arrange
the powers of production, distribution, education, and government; or, in other words, to establish a self-supporting home
colony of united interests, or assist other Societies in establishing
such colonies.
6. That, for the promotion of sobriety, a temperance hotel be
opended in one of the Society’s houses as soon as convenient.”
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respect thereof, and each of them, the Society and the member, shall
be bound by such decision.
If either party shall fail to attend a meeting called by the Trade
Auditor to consider such a protest as aforesaid, or fail to supply such
information, data and evidence as the Trade Autidor shall require in
respect thereof, or fail to carry into effect any decision of the Trade
Auditor in respect of such protest, then in nay of such events the
Trade Auditor shall report the matter to the next General Meeting
of the members. The Trade Autidor shall submit an annual review
of his work to the members.
Carried. For: 13,598 Against: 2.404
Proposed Amendment:
From Wolverhampton District Co-operative Society Ltd.
1 (a) Add “The Society shall supply to members such full and
detailed particulars of its purchases and prices paid as shall be
requested from time to time by members.”
Lost. For: 3,276 Against: 12,102
Recommendation
2 (a) That there shall be a part-time Board.
Carried. For: 13,331 Against: 2,900
(b) Initially, it shall consist of 30 part-time members and those
members of the present Board who wish to continue in that capacity
with the duties and responsibilities outlined in this report.
Carried. For: 12,322 Against: 3,455
Proposed Amendments
From Co-operative Retail Services Ltd. (South Western Group)
2 (b) Delete the figure “30” in line 1 and substitute “2o”.
Lost. For: 1,121 Against: 13,588
From Norwich Co-operative Society Ltd.
2 (b) Delete the figure “30” in line 1 and substitute “23”.
Lost. For: 576 Against: 14,018
Recommendation
3 That the following conditions shall apply to the part-time members of the Board:
(a) A candidate at the date of nomination shall be a member of the
Committee of Management or Board of Directors, or Chief Official,
or General Manager, or Secretary or Managing Secretary, of the
nominating society, and on ceasing so to be he shall vacate his

membership of the Board. No society shall have more than one
representative on the Board.
Carried. For: 13,870 Against: 2,109
Proposed Amendment
3 (b) No person other than a retiring member of the Board shall be
eligible for nomination if, at the date of nomination, he is over 62
years of age.
Carried. For: 13,526 Against: 2,349
From Stockton Co-operative Society Ltd.
3 (b) Delete the figure “62” in line 3 and substitute “65”.
Lost. For: 549 Against: 13,782
Recommendation
3 (c) they shall be nominated sectionally as under and elected
nationally.
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Electoral Section

North Western
and Irish
Northern
North Eastern
Midland
Southern
Metropolitan
South Western
and Western

Total Percenta- Part-time
Initially, to retire after:
purchases ge of
Board of
1st Year 2nd Year 3rd Year
30
from CWS Total
Year to
January,
1965
£
%
79,532,450
54,392,572
43,884,092
90,030,091
84,953,035
50,296,016

17.44
11.93
9.62
19.75
18.63
11.03

5.232 (5)
3.579 (4)
2.886 (3)
5.925 (6)
5.589 (6)
3.309 (3)

2
1
1
2
2
1

2
1
1
2
2
1

1
2
1
2
2
1

52,875,962
455,964,218

11.60
100

3.480 (3)
30

1
10

1
10

1
10

Subject to quinquennial review.
Carried. For: 12,402 Against: 3,455
Proposed Amendments
From Co-operative Retail Services Ltd. (South Western Group)
3 (c) Delete columns 4 to 7 in the table and substitute
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Part-time
Initially, to retire after:
Board of 20 1st Year 2nd Year 3rd Year
North Western and Irish
Northern
North Eastern
Midland
Southern
Metropolitan
South Western and Western

4
2
2
4
4
2
2

1
1
1
1
1
1
1

1
1
1
2
2
0
0

2
0
0
1
1
1
1

20

7

7

6

Lost. For: 1,100 Against: 13,568
From Norwich Co-operative Society Ltd.
3 (c) Delete columns 4 to 7 in the table and substitute
Part-time
Initially, to retire after:
Board of 23 1st Year 2nd Year 3rd Year
North Western and Irish
Northern
North Eastern
Midland
Southern
Metropolitan
South Western and Western

4
3
2
5
4
2
3

2
1
0
2
1
0
1

1
1
1
1
2
1
1

1
1
1
2
1
1
1

23

7

8

8

Lost. For: 596 Against: 13,916
Recommendations
3 (d) their period of election shall be three years, one-third to retire
annually and if renominated by their Society they shall be eligible
for re-election;
Carried. For: 14,051 Against: 1,936
3 (e) they shall retire at the next annual meeting of the Society
following their 65th birthday, and not be eligible for re-election;
Carried. For: 13,546 Against: 2,290
Proposed Amendment
From Stockton Co-operative Society Ltd.
3 (e) Delete the figure “65th” in line 2 and substitute “68th”.
Lost For: 521 Against: 13,845
Recommendations
3 (f) all vacancies shall be filled at the elections held immediately
prior to the annual meeting;
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Carried. For: 14,084 Against: 1,901
3 (g) they shall receive no fees, but they shall be allowed expenses
on the same basis as that granted to the members of the present
Board, plus first-class fares and the reimbursement of actual loss of
earnings as duly declared.
Carried. For: 12,081 Against: 3,3649
Proposed Amendment
From Long Eaton Co-operative Society Ltd.
3 (g) Delete the whole of the clause and substitute the following
new clause: - They shall receive fees commensurate with the responsibilities of the position, to be determined at a General Meeting of the
Society, and expenses on the same basis as that granted to the
members of the present Board, plus first-class fares.
Lost. For: 1,992 Against: 12,674
Recommendation
4 That the Directors’ and Autidors’ Remuneration Committee
shall be discontinued and its responsibilities revert to the General
Meetings of the Society.
Carried. For: 14,451 Against: 1,644
Recommendation
5 That, subject to this new form of directorial control, the management of the Society be vested in a Chief Executive Officer, say, three
Deputy Chief Executive Officers, and, say, eleven Group Executive
Officers appointed by and responsible to the Board in the manner
referred to in the Report.
Carried. For: 14,160 Against: 1,843
Recommendation
6 That each of the present Directors be entitled to an executive
appointment, subject to the conditions specified in the Report.
Lost. For: 7,218 Against: 8,052
Proposed Amendment
From Long Eaton & Norwich Co-operative Societies Ltd.
6 Delete the words “be entitled to” in line 1 and substitute the
words “may apply for”.
Carried. For: 7,759 Against: 7,247
Recommendation
7 That any present Director not desirous of taking up en executive
appointment shall be entitled to remain as a full-time members of
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the Board on terms no less favourable than those provided by his
present contract. For all purposes, his services as a Director shall be
continuous, and he shall have all the rights of the members of that
Board. He will serve to the date of his normal retirement without the
necessity of re-election in his full-time capacity, and, as a transitional measure, he will undertake such assignments as the Board from
time to time determines.
Carried. For 8,220 Against: 7,252
Proposed Amendments
From Hartlepools Co-operative Society Ltd.
7 Delete recommendation 7 and substitute: That, subject to the conditions governing the retiring age of Directors, any present Director not appointed to an executive position
shall be entitled to remain as a full-time member of the Board for a
period of three years after the amended rules have been registered
(expected by the Joint Reorganisation Committee to be April 1966)
on terms no less favourable than those provided by his present
contract.
At the end of the three years a full-time Director who is still serving
as such shall retire from office on the following terms:
(a) Where a Director is over 60 years of age he shall receive a
retirement pension calculated by the C.I.S. Actuary in accordance
with the terms of the Sumperannuation Fund.
(b) Where a Director has not reached the age of 60 years by the date
of compulsory retirement, he will be entitled to compensation for loss
of office to an amount equal to two years’ salary at the date of
retirement.
Lost. For: 4,830 Against: 10,301
From Norwich Co-operative Society Ltd.
7 After the words “executive appointment” in line 2 and before the
words “shall”, insert the words “or who is unsuccessful in his
application for an executive appointment”.
Lost For: 4,255 Against: 10,275
From London & Nottingham Co-operative Societies Ltd.
7 After the word “Board” in line 7 add the words “except that he or
she shall have no voting rights.”
Lost. For: 4,615 Against: 10,110

Recommendation
8 That any of the present Directors appointed to an executive
position who does not complete the full term of his contract, or whose
contract is not renewed and who has not then reached normal
retiring age, be offered an alternative appointment on the same
terms as would have been granted to him had he elected in the first
place to remain as a full-time member of the Board.
Carried. For: 9,660 Against: 5,948
Proposed Amendment
From Hartlepools Co-operative Society Ltd.
8 Delete all worts after the word “age” in line 4 and substitute the
following: “shall be dealt with as follows: (a) Where he is over 60 years of age he shall receive a retirement
pension calculated by the C.I.S. Actuary in accordance with the
terms of the Superannuation Fund and on the same basis as a fulltime Director who had continued in office.
(b) Where he has not reached the age of 60 years he will be entitled
to compensation for loss of office equal to two years of what his salary
would have been if he had continued as a full-time Director.”
Lost. For: 5,432 Against: 9,592
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PRELIMINARY NOTE
The process of co-operative adaption to economic and social
conditions was a dramatic one in the case of the German consumer
co-operative movement. Of the 1,795 consumer co-operatives belonging to the movement in its heyday in 1922, and its all-time record
membership in the region of 3.5 million in the year 1924, a mere 37
consumer co-operatives with a total of 650,000 members were all
that remained by the year 1985. What had happened ? Had the
consumer co-operative outlived its own usefulness ? Had the legal
form of the consumer co-operative failed ? Did it only fulfill an
historical role cast for it by conditions which prevailed only in those
earlier times and thus has no useful part to play in this modern age?
The co-operative form of the consumer co-operative can be reduced to a single principle, namely: it is a strategy to serve the purpose
of liberation from a state of material, social, or political dependency
- and one which necessitates collective action (cf. Amann 1986, p. 449
et seq.). Co-operation, solidarity, and the advancement of members,
etc., which various experts on Co-operation have defined as characteristics of co-operatives are, of course, historically concrete conditions which manifest themselves in the realisation of the above
principle. Preconditions for the development and expansion of the
co-operative movement include a specific constellation of the political and legal situation, an appropriate degree of economic and
productivity development, and personal awareness on the part of
those involved.
Accordingly, in a study of the development of the consumer cooperative movement in Germany, an analytical discussion is possible only when the matter is approached from different levels (cf.
Amann, 1986, p. 450):
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-

an analysis should be made of those processes concerning the
historical development of mechanisms with whose help freedom
from dependency could be obtained in a specific manner.

-

those processes in which people learn to appreciate this liberation as an existential and political task and by which they achieve
their planned goals.
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-

those processes in which socialisation and learning develop, and
in which members’ needs and their readiness and ability to
participate are realized.

The Consumer Co-operatives in Germany
1.

DEVELOPMENT OF THE CONSUMER
CO-OPERATIVES PRIOR TO 1945

1.1.

INTRODUCTION

The development of consumer co-operatives was just one of the
many new approaches adopted in the face of an historically new and
untried economic situation. Beginning industrialisation was characterised by a hardening of the social-political fronts. The relationship between the economy and society was being newly defined. “The
fictitious notion of the invisible hand which is said to guarantee an
equilibrium of the market came up against growing opposition from
a sociologically inspired idea of specific reciprocal actions. Just as
the relationship between the economy and society began to give rise
to doubts, criticism, and new concepts, so it was also with the
relationship between the individual and society, between the state
and society, between theory and practice.” (Amann, 1986, p. 455).
Three factors characterised the new economic situation (cf.
Oppen, 1959, p. 19):
-

the advent of industrial production which was not geared to preorders but was instead producing for the market.

-

the all-penetrating commercialisation of life which was imposing
the laws of the market even on those spheres of life which had
hitherto been governed by other social relationships

-

the unleashing of free market competition under the auspices of
liberalism.

This new freedom had removed many of the shackles which had
been holding back economic progress. The ordinary working man,
however, often lost the means of his existence in the course of this
development.He became unfree in the midst of the newly won
independence. Indeed, bondage in the guise of an apparent liberation became an inevitable consequence and the fate of the proletariat
in the initial stages of modern industrialised society. Widespread
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poverty of distinct urban and rural population groups was a characteristic feature of this period. Shortages of the prime necessities of
life such as food and living accommodation were common features.
The economic system was characterized by a low gross national
product, the social system by a lack of safety devices for the protection of the masses. Pauperism was personified in the working man
whose capacity for work is permanently at risk. This social background situation fuelled the political conflict.

not followed through on any systematic basis by the early middle
class co-operators. Apart from their lack of any popular ideas or clear
guiding principles they did not have any leading personalities of a
calibre which could enable them to extend their influence to beyond
local frontiers.

Dissolution of the large family units and the increasing importance attached in social life to the pursuit of profit led to a situation of
growing disintegration and even loss of social security for the
individual which began to replace the once familiar pattern of social
interaction. There was a desire to do something about this deplorable state of affairs and to improve the lot of the working class. With
the aid of the co-operative principle it was thought that the lives of
the workers could be improved spiritually, morally, and materially.
Indeed, co-operatives were seen as a decisive instrument towards
solving the social problems (cf. Hasselmann 1971, p. 100).
1.2.

THE MIDDLE-CLASS CONSUMER CO-OPERATIVES

The period between 1850 and 1863 is regarded as the first phase
of consumer co-operative development in Germany (cf. Hasselmann,
1971, p. 109). These early days of consumer co-operative history
were characterised by a number of problems. There was a lack of
coordination between the individual co-operative ventures. Their
effectiveness on the market was very limited and they were not able
to attract wider interest. Besides there was an absence of any
broader objectives of social reform or criticism. As a general rule, the
leading personalities in these early consumer co-operatives were
either master craftsmen or members of the free professions. In other
words, these consumer co-operatives drew their membership and
support from the middle classes. But it was still too early to speak of
a consumer co-operative movement. At this early development stage
the usual way to gain membership in a co-operative was to contribute towards its foundation. The relatively high investment involved
was usually only within the means of the middle classes. The
preliminary stage and conception of the consumer co-operative were
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In the year 1864 the consumer co-operatives experienced the first
upswing in their expansion (cf. Table 1). From this time onwards
liberal and social reformist thinking began to play a role in the
consumer co-operatives (cf. Hasselmann, 1971, p. 4). Leading personalities of the day saw in the consumer co-operatives an instrument
which could contribute towards adapting to or changing present
social structures. However, in this case the consumer co-operative
was seen merely as a means towards achieving an end. It was to
serve as a means to accumulate the necessary capital for the highest
form of co-operative - the productive co-operative. It was believed
that the latter would be particularly suitable as an instrument to
help improve the situation of the working classes.
Schulze-Delitzsch wanted to use the co-operatives to ameliorate
the misery of the working class as a whole. This meant not only the
craftsmen who had already lost their livelihoods, but also those selfemployed artisans who were in danger of losing their independence
as a result of the new competitive pressure. But Schulze-Delitzsch
was primarily concerned with the aim of preserving the rights of
working people in Germany as free citizens-rights which they were
in danger of losing completely as they became increasingly dependent upon the big factories for their livelihood. It was his long-term
aim that the workers themselves should take the decisions on
business matters in their own companies (productive co-operatives).
This aim was to be achieved by self-help measures taken by those
concerned. According to Schulze-Delitzsch, apart from providing the
needs of everyday life, the co-operatives should also enable the
workers to accumulate capital in order to escape the evils of having
to live on credit (cf. Deter, 1968, p. 65). This capital should be used
to set up productive co-operatives. As far as Schulze-Delitzsch was
concerned, the consumer co-operatives were essentially an institution to facilitate adaption to a given system rather than instruments
for the reform or even transformation of society. Accordingly, he did
not see the consumer co-operatives as conflicting with the interests
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of the commercial and industrial productive co-operatives. Thus,
when his Allgemeiner Verband (= General Union) was formed in
1864 he did not have any reservations about accepting consumer cooperatives as members. However, because they were so relatively
few in number, the consumer co-operatives were to remain of
secondary importance only.
It was Eduard Pfeiffer who gave the German consumer cooperatives a social programme. This was similar to that of the
Rochdale Pioneers with whose co-operative he was familiar. Pfeiffer
had become impressed with the conditions prevailing in England.
He had become acquainted with them during several visits to that
country. As a result he saw in the consumer co-operatives a means
to reform the present economic system. He believed that the consumer co-operatives should not only reduce the cost of distributing
goods, they should also accumulate capital with which to start up cooperative production within the framework of a co-operative economic system (cf. Hasselmann, 1971, p. 126).
TABLE 1:
CONSUMER CO-OPERATIVE MEMBERS OF
ALLGEMEINER VERBAND 1864-1919
The above statistic of Allgemeiner Verband features only the lesser part of cooperatives in existence at the time. Whilst the proportion of consumer co-operatives
providing data for this annual statistic gradually increased with time, it was not until
near the end of the last century that they could be said to represent the greater part
of the economic strength of the consumer co-operatives - although still not the
numerical majority. The number of consumer co-operatives known to the
“Allgemeiner Verband” throughout the territory of the former German Confederation
(i.e. including that part of Austria belonging to the Confederation) in the year 1870 was
given as 739. However, between the years 1861 and 1871 only a few Austrian
consumer co-operatives were making statistical returns. Schulze-Delitzsch only
began restricting the scope of his statistics to the German Empire as founded in 1871
from January 1877 onwards. At that time he knew of 624 consumer co-operatives by
name in Germany. In the lists which it brought out on 31 March 1900 the “Allgemeiner
Verband” featured a total of 1,404 consumer co-operatives including 1,039 registered
co-operatives with limited liability, 264 registered co-operatives with unlimited
liability, 6 registered co-operatives with unlimited liability to further call, and 95 cooperatives which were not registered. Of this total, a good third were making
statistical returns. Turnover figures up to the year 1905 include both the turnover
achieved in own retail business and also turnover achieved in the wholesale business.
As of 1906 the distributor turnover is shown separately.

Source: Hasselmann, 1971, p. 705 et seq.
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Year

1864
1865
1866
1867
1968
1869
1870
1871
1872
1873
1874
1875
1876
1877
1878
1879
1880
1881
1882
1883
1884
1885
1886
1887
1888
1889
1890
1891
1892
1893
1894
1895
1896
1897
1898
1899
1900
1901
1902
1903
1904
1905
1906
1907
1908
1909
1910
1911
1912
1913
1914
1915
1916
1917
1918
1919

No. of
No. of Turnover Turnover Company Reserves Net profit
reporting members (as of
as
capital
co-ops
1906 own supplier
business
only)
RM
RM
RM
RM
RM
38
34
46
49
75
109
111
143
170
189
178
179
180
202
202
191
195
185
182
172
163
162
164
171
198
238
263
302
344
377
417
460
468
489
512
534
568
638
332
251
252
260
265
271
266
265
271
273
283
282
269
244
255
218
220
185

7,709
6,647
14,083
18,884
33,656
42,286
45,761
64,517
72,622
87,504
90,088
98,055
101,727
99,862
109,515
130,777
94,366
116,510
130,089
110,433
114,423
120,150
144,504
154,460
172,931
192,486
215,420
229,126
243,529
264,185
268,380
292,077
321,186
403,872
431,439
468,992
522,116
630,785
300,721
248,004
255,916
238,097
246,945
252,618
257,082
262,522
270,437
276,645
306,224
323,228
305,313
312,287
334,549
330,816
303,025
239,314

802,767
925,383
2,479,774
2,903,922
6,372,423
7,126,251
9,007,860
13,522,974
15,659,547
21,882,408
22,592,493
22,704,963
24,378,410
26,503,379
28,601,934
28,772,988
30,359,000
32,761,636
33,603,799
32,684,302
33,619,162
35,136,555
38,351,020
41,441,685
46,814,416
49,010,553
57,043,537
63,292,875
67,200,569
68,309,865
77,669,145
82,681,043
91,596,684
96,717,933
108,878,635
115,381,841
126,970,187
155,684,048
69,337,136
54,220,018
55,307,361
58,134,755
56,999,777
61,649,455
65,229,407
68,022,710
70,177,075
74,433,667
84,791,811
83,510,509
78,651,005
81,185,771
72,533,321
75,839,171
79,969,165
108,461,206

4,184,440
3,662,993
3,787,902
3,767,136
3,215,828
2,800,149
4,856,114
2,849,843
2,771,504
1,465,008
831,567
813,513
230,924
360,780

64,299
66,678
140,946
216,558
468,732
626,151
818,805
1,589,571
1,675,131
2,414,127
2,695,221
2,912,265
3,046,093
3,199,532
2,927,619
3,204,677
3,177,329
3,088,788
3,352,568
3,052,519
2,816,997
3,319,098
3,540,891
3,691,784
4,397,622
4,227,627
4,300,831
4,461,329
4,804,616
5,368,450
6,617,732
6,957,304
8,029,790
8,066,608
8,984,688
9,852,515
10,842,265
12,942,796
5,169,314
4,162,290
4,245,738
4,306,785
4,443,690
4,657,051
4,665,081
4,692,506
4,861,641
4,938,941
5,361,237
5,640,059
5,336,695
5,140,191
5,490,337
5,439,749
5,283,699
4,043,274

14,736
8,301
18,174
33,480
75,537
122,571
151,224
221,526
258,405
353,064
427,833
503,409
556,398
671,519
852,695
954,723
1,036,153
1,206,289
1,323,434
1,477,673
1,632,392
1,735,746
1,815,219
1,953,616
2,058,192
2,058,155
2,236,555
2,360,726
2,473,992
2,685,282
3,044,616
3,228,884
3,607,992
3,789,143
4,093,015
4,458,671
4,856,624
5,889,959
2,654,892
2,644,878
2,868,760
2,881,805
3,057,779
3,227,097
3,217,880
3,411,442
3,759,266
3,905,203
4,166,837
4,558,571
4,905,096
5,027,309
6,315,168
6,656,838
6,777,006
5,385,759

25,401
28,215
93,810
140,931
277,266
330,336
451,035
707,661
839,547
1,211,157
1,215,697
1,258,090
1,338,233
1,654,266
1,830,384
1,913,439
2,042,532
2,337,928
2,514,017
2,500,689
2,883,280
3,026,795
3,419,715
3,704,056
4,195,916
4,374,790
5,078,085
5,339,080
5,876,766
6,203,838
7,506,021
8,314,002
9,342,157
9,943,192
10,813,211
11,667,363
12,743,520
15,188,616
7,044,889
5,730,858
5,976,881
6,231,170
6,475,886
6,975,216
7,100,989
7,273,356
6,902,963
7,018,491
7,564,684
7,438,821
7,747,485
6,724,036
5,916,073
4,718,983
4,579,380
4,711,550
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A necessary reform should not be dictated from above. It rather
should be carried through by the social class concerned on its own
initiative. In contrast to Schulze-Delitzsch, Pfeiffer foresaw the
future importance of the industrial workers. He himself either
founded or encouraged the founding of some consumer co-operatives
in southern and south west Germany. It was Pfeiffer’s idea that
participation in consumer co-operatives should not be restricted to
members of the working classes, but that the socially better off
classes should also become involved and follow the example of the
workers. Perhaps it was for this very reason that there was not so
much enthusiasm amongst the working classes for Pfeiffer’s campaigning on behalf of consumer co-operatives. Indeed, working class
members were in the minority in most of the consumer co-operatives
which he founded. His efforts to bring the consumer co-operatives
together to form an independent movement also came to nothing.
The majority of the consumer co-operatives were not interested in
joining his alliance. Pfeiffer’s argument concerning the essential
difference between the nature of consumer co-operatives and that of
other types of co-operative had not yet gained acceptance. SchulzeDelitzsch, who did not always restrict himself to fair means to
counter Pfeiffer’s efforts, was not at all keen on having a rival cooperative union (cf. Hasselmann, 1984, p. 17). Thus the structure of
the German consumer co-operative sector in the 1860’s was characterised by the conflicting philosophies of the two co-operative pioneers, Schulze-Delitzsch and Pfeiffer.
The attitude of the working classes to the consumer co-operative
was conditioned by the teachings of Marx and Lasalle and thus was
negative:
-

social reform could not be achieved by gaining control of the
distribution of goods (this was merely another sector in which the
working classes were at a disadvantage) but rather by gaining
control of the production of goods in the capitalist economic
system, which was regarded as the main source of exploitation.

-

any success which the consumer co-operatives may achieve in
reducing the cost of living must in the long run result in the
average working wage also being reduced - because of the “iron
wage law”. In other words, the working class cannot expect the
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consumer co-operatives to help them to achieve any increase in
their real wages.
And yet the future development of the consumer co-operatives in
Germany was to be influenced by the attitude of the working classes.
An initial foundation phase lasting from 1864 to 1873, was followed
by a period of stagnation between 1874 and 1885 owing to the
unsympathetic attitude of the working classes. But then fortune
began to smile on the consumer co-operatives (cf. Table 1). Large
groups of the working classes began to revolt secretly against their
own party ideologies. They were beginning to tire of waiting for the
“State of the future” and began to take fate into their own hands.
They sought to gain economic advantages for themselves and their
families by taking shares in consumer co-operatives (cf. Deter, 1868,
p. 84 et seq.).
A significant development in this context is the rise in the
numbers of new co-operatives which were opened up during the
period 1890 to 1900. It coincides with the non-renewal of Bismarck’s
law against socialists (designed to curb the progress of social democracy which had been considered a public danger).It was also
favoured by the introduction of the option of limited liability for cooperatives (Co-operative Law of 1889). The fact that the Social
Democratic Party had declared itself to be neutral in its policy
towards consumer co-operatives played a significant role too (cf.
Weuster, 1980, p. 524). Thus it may be assumed that the earlier
distaste of the party for the consumer co-operatives had discouraged
many working class people from becoming co-operators.
Another important event which took place during this period of
considerable development was the founding of “GEG”, (Grosseinkaufs-Gesellschaft) as wholesale purchasing organisation for the
German consumer co-operative in 1894. GEG was collectively
owned by the consumer co-operatives and was soon to become a
crystallisation point for efforts to make the consumer co-operatives
autonomous members of an independent national organisation.
But what objective conditions moved the working classes to join
the consumer co-operative movement ? In the second half of the 19th
century the effects of industrial mass production were gradually
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making themselves felt through a specialisation of shops according
to the type and quality of goods sold. The purchasing power of the
customers was reflected in the nature of these shops. Whilst shops
in the town centres offered high quality goods and a comprehensive
customer service, those in the suburbs sold goods of doubtful quality.
The practices of adulterating goods and using false weights were
widespread (cf. Jösch, 1983, p. 45). It was a relatively easy matter for
the shopkeepers to adulterate goods on such a wide scale because
very often they themselves were responsible for the final preparation of the goods for distribution to the consumers. It was made
easier still by a general intransparency of qualities and lack of the
necessary knowledge as well as time on the part of the customers (cf.
Weuster, 1980, p. 489). And yet a high price had to be paid for such
goods. In many places the consumers found themselves confronted
not only with dealers making excessive profit margins but also with
continuous price hikes. For the majority of consumers who received
their wages at either 8 or 14 day intervals it was not possible to make
bulk purchases and thus benefit from any rebates allowed. Although
the truck system had been abolished by law, it was still quite
common for consumers in rural districts in particular to pay for their
purchases in kind. Here again, of course, there was quite considerable scope for fraudulent practice at least as far as the quality of the
goods tendered was concerned (cf. Jösch, 1983, p. 47). In view of the
relatively low, irregular, and not guaranteed wages it was necessary
for many to make their purchases on credit with the result that
consumers could become indebted and totally dependent upon their
shopkeepers. Once in this situation they were entirely at the mercy
of arbitrary price increases.

and drove them to seek justice. Against the background of gradual
improvements their party leaders were able to direct these pent-up
forces into the building up of organisations. As far as those exercising governmental authority were concerned, they regarded the
“countervailing power” of the consumer co-operatives as a convenient system for the moderation of social conflicts.

In an attempt to account for the growing popularity of the
consumer co-operative idea, Weuster points to the onset of “negative
integration” (1980, p. 185). Negative integration is characterised on
the one hand by trends towards an improvement in the economic and
legal status of wage earners, but on the other hand by an essential
continuation of repressive measures and threats to social security.
The persistence of fundamental discrimination, rule from above and
subordination, improved education and lack of social recognition,
the inability to satisfy legitimate interests - such as participation led to a build-up of aggression in the social democratic labour force
152

Those consumer co-operatives integrated into the labour movement set themselves a new objective. They did not consider themselves to be an end in themselves and to have fulfilled their purpose
simply with the procurement of unadulterated and reasonably
priced groceries for their members. Instead, and on the basis of the
interests which all social classes had in common as consumers, they
planned to start by cutting out retail traders, wholesale dealers and
industrial production operating for the benefit of private profit.
These would be replaced by a new system for the production and
distribution of goods (i.e. a subsistence economy) in which the
working people would have a better economic and social status. By
setting and pursuing secondary objectives of an economic and socialpolitical nature the consumer co-operatives were able to appeal to
the solidarity of the labour movement. Consequently they were able
to win over the masses. Now that the consumer co-operatives had set
themselves ideals, the movement as such outgrew its original
organisational form, which was geared to the distribution of goods,
and became a comprehensive movement. This was made possible by
the development and expansion of the consumer co-operatives in
Germany at the end of the last century and the beginning of this
present century.
An idea of how this development proceeded can be gained from the
following brief historical account of the leading consumer co-operative founded in Hamburg (cf. Hasselmann, 1971, p. 249). The idea of
setting up a co-operative initially came from a group of workers in
Hamburg who thought of establishing a productive co-operative (a
worker-owned tobacco industrial co-operative). It was sparked off
after 3,000 workers had been locked out of a cigarette factory. Then
in 1899 the idea of setting up a consumer co-operative in Hamburg
gained ground. At that time dockers and seamen were engaged in
serious labour conflicts. Unemployment and poverty were wide153
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spread. It was decided that the new consumer co-operative should
trade under the title “Konsum, Bau- und Sparverein Produktion
GmbH”. This was a programme. Thus it was intended not only to
supply groceries, but also to cater for the entire range of members‘
needs - including that of accommodation. Apart from supplying, the
co-operative would also produce and thus cut out intermediate
profits as far as possible. In order to achieve these aims in the
shortest possible time it was decided to mobilise members’ moneysaving capacity and to set the accumulated funds to work in cooperative enterprises. This programme was backed by a determination to reform the economy in such a way as to ensure co-management rights for the workers. As many as 700 workers became
members immediately as “Produktion” was founded in 1899. The cooperative opened its first retail shop on 17th July 1899, and additional shops were opened within a short time. Already by the year
1900 “Produktion” had more than 10,000 members. Within a short
time it became not only the biggest consumer co-operative in Germany, but also the pacesetter in the co-operative sector.

The main reason for the sizeable growth in the number of consumer co-operatives was the high influx of members from the
working classes. The proportion of working class members in the
consumer co-operatives continued to increase until the year 1902 (cf.
Table 3).

Whilst back in the year 1870 the consumer co-operatives were in
the minority within the “Allgemeiner Verband”, by the year 1890
there were almost exclusively two types of co-operative represented
there, namely the mutual loan societies and the consumer cooperatives (cf. Table 2).
Table 2:
Number of Co-ops
Credit co-operatives
Raw material co-operatives
Productive co-operatives
Consumer co-operatives
Source: Hasselmann , 1971, p. 244

Number of Members

1870

1890

1870

1890

740
9
7
111

1,072
11
14
263

314,700
400
200
45,800

518,000
800
1,800
215,400

Table 3
PROPORTION OF “WAGE EARNERS”a) AMONGST
MEMBERS OF CONSUMER CO-OPERATIVES MAKING
STATISTICAL RETURNS TO THE “ALLGEMEINER
VERBAND” 1870-1906
a) This statistic includes the following under the heading “wage earners”:
II. helpers and labourers in agriculture, forestry, horticulture, and fishing
V. factory workers, miners, journeymen
IX. postmen, junior employees with the railway, postal and telegraph services,
railway workers, bargees, waiters.
X. porters, messengers.
b) in each case at the beginning of the year

b)

Year
1870
1871
1892
1893
1894
1895
1896
1897
1898
1899
1900
1901
1902
1903
1904
1905
1906

No. of reporting consumer
co-ops
52
81
344
377
417
460
468
489
456
492
503
520
332
321
252
243
250

Proportion of “wage
earners” expressed in %
45.1
50.4
56.7
56.7
57.2
58.5
59.8
60.5
59.3
61.5
60.8
60.8
62.2
53.7
62.8
49.3
49.8

Source: Deter, 1968, p. 210
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From the financial point of view the consumer co-operatives were
prepared for this expansion period. Paid up shares were mounting
up with the influx of new members. In the year 1890 they accounted
for a capital of 4.3 million Marks. By 1900 this sum had increased to
over 10.8 million Marks. Meanwhile reserves and other own funds
had more than doubled from 2.3 to 4.9 million Marks. Yet members’
savings investments and loan capital - mortgage loans in particular
- grew at an even faster rate than the paid up share capital and
reserves. This will be apparent from the comparison of key data from
the consumer co-operative overall balance for the years 1890 and
1900 (cf. Table 4).

At the turn of the century, “own production” as far as the consumer
co-operatives were concerned essentially means “own bakeries”. In
the year 1900 there were 71 consumer co-operatives with their own
bakeries.

Table 4:
BALANCE FIGURES OF CONSUMER CO-OPERATIVES
MAKING STATISTICAL RETURNS

Assets
Cash
Goods on stock
Receivables for goods on credit
Other receivables
Furniture
Real estate
Total Assets
Liabilities
Paid up shares
Reserves
Other own funds
Members’ savings, risk money
Ad-valorem stamps
Mortgage debts
Profits not distributed
and still outstanding overheads
Total Liabilities

Source: Hasselmann, 1971, p. 252
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1890
M

1900
M

1,033,000
6,179,000
207,000
3,836,000
489,000
4,164,000

1,651,000
15,527,000
1,365,000
9,338,000
1,722,000
13,213,000

15,908,000

43,536,000

4,301,000
2,237,000
66,000
2,691,000
332,000
1,415,000
755,000
4,138,000

10,842,000
3,919,000
938,000
7,658,000
6,482,000
2,564,000
11,134,000

15,908,000

43,536,000

Representatives from the productive co-operatives at the “Allgemeiner Verband” were skeptical about the fast growth rates returned by the consumer co-operatives for the number of co-operatives
and their memberships during the last ten years of the nineteenth
century. They also had their doubts about the newly adopted social
reformist objectives. The Allgemeiner Verband itself was pledged to
a liberal, middle-class ideology. There was no desire to rock the
foundations of the existing social order. Social democracy was the
burghers’ scare as far as the Allgemeiner Verband was concerned.
Not surprisingly, therefore, any social democratic ideas emanating
from individual consumer co-operatives came under heavy fire at
the Allgemeiner Verband. Indeed, Dr. Crüger, the legal adviser to
the Allgemeiner Verband, persistently warned the consumer cooperatives against politicising their objectives and insisted that
they should restrict these to the material advancement of members
only. Dr. Crüger had an antagonist in Heinrich Kaufmann, editor of
the GEG consumer co-operative weekly reports. Kaufmann used
this weekly report as a proclaimer of new co-operative ideas: the idea
of a public subsistence economy revolving round the consumer cooperatives as an alternative to the profiteering economy of the
private entrepreneurs. Hasselmann reduced this conflict of interests between the liberal, middle-class co-operatives and the consumer co-operatives to the diametrically opposed interpretations of
the role of co-operatives as seen by their leading personalities (1971,
p. 274). Competition between the private traders and the consumer
co-operatives became keener, a development which did not work out
to the disadvantage of either. However, something of a surprise
attack was launched on the consumer co-operatives at the 1902
annual congress of Allgemeiner Verband. It was to become known as
the “Kreuznacher Ketzergericht” (= Kreuznach Inquisition). On this
occasion 98 consumer co-operatives generally regarded as being
socialist in outlook and politically active were expelled from the
Allgemeiner Verband along with the wholesale purchasing society,
GEG. Their expulsion was ordered on the strength of a majority vote
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carried by the mutual loan society delegates. There had been no
advance warning that this matter was to be included in the congress
agenda. Obviously the non-socialist group had resorted to a surprise
attack in order to keep control of the organisation which otherwise
soon might have been dominated by the growing number of workers’
consumer co-ops. As a sequel to the Kreuznach Inquisition the
majority of the remaining consumer co-operatives withdrew from
the Allgemeiner Verband.
Even before the said congress had ended, the expelled co-operatives together with those who had withdrawn on their own accord
decided that they should set up their own independent national
union of consumer co-operatives (“Zentralverband”).This national
union was in fact founded in 1903 with Heinrich Kaufmann as its
first secretary general.
1.3.

SOCIAL DEMOCRACY AND THE CONSUMER
CO-OPERATIVES

From the very beginning the new national union was at pains to
stay on a common path with the labour movement (the trade unions
and the social democrats) yet at the same time to strike an original
course for the consumer co-operative movement. The membership of
the consumer co-operatives belonging to the Zentralverband was
largely working class. Indeed, from the very beginning up until the
year 1930 on average three-quarters of the members came from the
working classes (cf. Table 5).
This can largely be accounted for by the fact that the social
democrats all but made it the duty of party members to join a
consumer co-operative (cf. Deter, 1968, p. 102). There can be little
doubt that many social democrats only became members of a
consumer co-operative because they believed that the Zentralverband and its member co-operatives were a branch of the social
democratic organisation. This is not all that surprising in view of the
propaganda put out by the trade unions and some of that originating
from the social democrat party.
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Table 5:
WAGE EARNERS AND SALARIED EMPLOYEES FROM
THE AGRICULTURAL AND INDUSTRIAL SECTORS AS A
PROPORTION OF CONSUMER CO-OPERATIVE MEMBERSHIPS WITHIN THE NATIONAL UNION 1903 - 1930
Year

Total membership
in thousands

1903
1905
1910
1915
1920
1925
1930

505,3
577,5
1,043,0
1,761,8
2,635.9
3,325,2
2,918,6

Wage earners or salaried employees
in thousands
410,7
450,5
840,5
1,393,5
1,884,3
2,303,1
2,093,5

as a percentage
81.3
78.0
80.1
79.1
71.5
69.3
71.7

Source: Deter, 1968, p. 212

The consumer co-operative movement relied on ideological propaganda to attract new members. Product advertising was scorned.
The co-operative shops themselves were often unattractive, and the
notice “We sell to members only” was not exactly inviting in its effect.
The shop windows - if not actually boarded up - were usually
unsightly. Indeed, the co-operative shops seemed to go out of their
way to brand themselves as “poor people’s shops” or “shops for the
working classes”. Admittedly, however, the consumer co-operatives
in those days directed their enthusiasm to having as many shops as
possible. The idea of making them attractive was yet to come.
Members of the social democratic party saw in the consumer cooperatives an affiliated organisation of the party itself. They felt it
was an organisation which was bound by the policies of the party and
which had to be treated accordingly.
A further indication of this close ideological interrelationship can
be seen in the fact that the consumer co-operatives belonging to the
Zentralverband began negotiating wage agreements with the trade
unions so that co-op employees enjoyed more advantages than could
be expected elsewhere. Furthermore, in those cases where the cooperatives were in a sufficiently strong position they would insist on
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Table 6:
DEVELOPMENT OF THE CONSUMER CO-OPERATIVES
BELONGING TO THE GERMAN NATIONAL UNION OF
CONSUMER CO-OPERATIVES IN NUMBERS
Year

No. of
No. of
member co- reporting cooperatives
operatives

Influx of
members

Loss of
members

membership
at end of
fiscal year

1903
666
627
573,085
1904
745
710
646,175
1905
827
787
715,929
1906
900
865
776,999
1907
959
939
879,221
1908
1,028
1,021
966,904
1909
1,077
1,068
1,047,975
1910
1,109
1,103
1,171,763
1911
1,142
1,134
1,313,422
1912
1,155
1,128
1,483,811
1913
1,157
1,129
1,621,195
1914
1,109
1,094
1,717,519
1915
1,079
1,073
1,849,434
1916
1,077
1,068
2,052,139
1917
1,079
1,072
2,189,630
1918
1,090
1,078
2,231,917
1919
1,132
1,088
2,308,407
1920
1,291
1,191
2,714,109
1921
1,337
1,302
347,105
187,678
2,834,043
1922
1,350
1,300
453,542
165,602
3,161,794
1923
1,275
7611)
590,120
229,278
3,367,286
1924
1,163
1,020
281,522
167,588
3,505,180
1925
1,110
1,051
95,326
179,134
3,382,011
1926
1,090
1,036
165,333
337,594
3,196,035
1927
1,086
1,042
253,623
507,446
2,909,969
1928
1,024
1,012
308,805
376,115
2,803,232
1929
988
9972)
344,784
246,014
2,859,516
1930
974
968
367,090
246,923
1,940,308
1931
968
965
311,348
244,383
2,979,210
1932
949
942
229,235
283,235
2,895,985
1933
936
918
133,765
241,578
2,771,121
1) Only those co-operatives with more than 400 members
2) The fact that more co-operatives than there were members of the national union
returned statistics can be accounted for by the withdrawal of some co-operatives
from the union as of 1st January 1930. These are thus not included in the number
of member co-operatives.

No. of distribution depots

1,597
1,844
2,115
2,324
2,562
2,828
3,265
3,444
3,927
4,410
4,881
5,167
5,243
5,265
5,318
5,360
5,631
6,705
7,456
8,066
7,980
8,282
8,500
8,780
9,230
9,605
10,124
10,709
11,066
10,987
10,890

No. of central Earning from Earnings from
depots
own retail sales
distributor
in
business in
RM
RM
87
91
115
124
135
149
169
174
195
205
227
224
236
237
232
240
249
287
330
384
388
385
380
380
361
356
357
356
348
352
340

131,786,107
147,396,253
168,284,399
188,401,253
216,679,122
252,600,858
273,371,303
306,931,612
355,503,974
423,145,111
472,006,215
492,980,519
493,569,933
577,335,808
590,955,454
670,755,153
502,044,817
322,600,266
377,181,085
300,046,003
244,223,970
380,673,618
616,188,362
746,723,065
881,109,422
1,045,962,404
1,176,294,809
1,240,327,868
1,160,156,341
944,198,074
711,588,916

GEG turnover
in
RM

16,286,069
18,296,339
20,133,770
19,436,783
21,528,978
23,458,904
24,901,953
27,455,633
29,898,138
31,321,421
32,856,191
33,652,700
20,363,371
13,626,905
8,659,012
3,838,249

54,066,126
60,212,202
70,956,454
86,463,633
110,876,265
136,242,337
146,613,946
146,713,044
140,942,999
97,185,037
91,626,882

378,657
686,464
4,129,535
5,676,236
6,641,403
3,671,716
5,571,527
6,046,412
4,763,867
3,699,449

90,479,598
164,532,675
250,620,472
318,271,102
394,306,747
449,410,820
492,717,462
458,926,475
383,881,860
305,450,160

Source: Hasselmann, 1971, p. 707
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their suppliers accepting such wage agreements also (cf. Brambosch, 1985, p. 59).

of the population growth. In 1907 it was estimated that every 30th
inhabitant of the then German Empire was a private trader. Yet
although the consumer co-operatives accounted for only a very
modest share of the total retail sales at the beginning of the 20th
century, their market share was meanwhile growing steadily. In
1903 there were 427 consumer co-operatives making statistical
returns to the national union. These co-operatives in turn accounted
for a total of 573,085 members (cf. Table 5). By 1909 the number of
members had passed one million It is estimated that by 1914 every
sixth household in Germany belonged to a consumer co-operative.
The number of co-op-owned distribution depots increased accordingly, as did the co-op turnover. In this latter context it should be borne
in mind, however, that prices in general had increased by about 10
per cent during the preceding decade. Between 1903 and 1913 the
number of distribution depots tripled from an original total of 1,597
to one of 4,881. In terms of percentages, the retail sales increased
even more. The 1903 total of 131.8 million Marks was dwarfed by one
of 472 million Marks in 1913. Consumer co-operative own production was also experiencing a boom. Valued at 12.7 million Marks in
1903 it was worth a total of 99.9 million Marks by the year 1913. The
growing financial might of the consumer co-operatives was reflected
in the improvement in balance sheet figures over the same period
from 53.9 to 221.3 million Marks. The fact that members’ confidence
in the movement was also growing can be seen from the increase in
total savings deposits. These went up tenfold from 6,2 million Marks
in the year 1903 to reach a total of 68 million Marks in 1913.

Also worthy of mention is the steady development of co-operative
own central industrial production plants organised and operated
solely by GEG. The aim was to achieve decisive co-management
rights for co-operative members with the aid of co-op-owned consumer-oriented production of groceries and household products. This
programme of opening up own production plants or taking over
production facilities either from productive co-operatives or from
private ownership was motivated by the commitment to replace the
capitalist economy by a public subsistence economy. The threat of
supplier boycotts may have played some role too, as it did e.g. in
Sweden or Switzerland. GEG obtained the capital necessary to
finance the development of such a major production apparatus
mainly from savings deposits paid in by member consumer cooperatives as well as from the GEG banking department opened in
1908. A joint venture company was set up by the consumer cooperatives together with the trade unions in 1912, namely the cooperative industrial life assurance company “Volksfürsorge”.
Yet despite this the Zentralverband continued to insist that it was
politically neutral. In recognition of the extent to which the economic
success of the consumer co-operatives depended upon the support of
the broad masses, it was important that the Zentralverband should
avoid becoming involved in anything which could possibly deter
people who were neither socialists nor social democrats from becoming members of the movement.
Economically the consumer co-operatives were on the upswing.
This was because they were in a position to offer their members
tangible advantages in terms of prices, quality of goods, and with the
dividend. At the beginning of this present century the consumer cooperatives accounted for an estimated one per cent share of the
German retail market (cf. Hasselmann, 1971, p. 309). This figure
was higher in the grocery sector, and in many places it was certainly
high enough to ensure that the price-regulating influence of the
consumer co-operatives could be felt. But there was no question of
the private traders being eliminated. On the contrary, the number
of small private traders was even increasing at a rate ahead of that
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And how willing were the members to play an active role ? In those
days the co-operative idea had a strong magnetic effect particularly
on those who were socially minded. This enabled the consumer cooperatives to form nucleus groups of convinced co-operators who
were ready to embark on propaganda campaigns on behalf of the cooperatives - or to “agitate” as one said in those days. These voluntary
helpers were like a bridge between the management boards and the
members. In the consumer co-operative organs - the supervisory
boards and the members’ committees - they were the supporters of
democratic co-management. They interpreted the wishes of the
members to the management and also communicated the measures
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proposed by the management to the members at grass roots level.
But it was always only a small proportion of the membership which
played an active part in furthering the co-operative cause.

own wholesale purchasing society, “GEZ” in 1912 and also acquired
production facilities (plants for meat processing, farinaceous products, soap production, and for the manufacture of cigars).

1.4.

THE CHRISTIAN CONSUMER CO-OPERATIVES

The Zentralverband was not able to persuade all the consumer cooperatives in Germany to join its ranks. But in terms of the number
of consumer co-operative members, the number of co-operator members, and thus also in terms of turnover it still counted for the greater
part of consumer co-operative activities in that country. At the
beginning of the 1890’s the Christian trade unions has started to
found consumer co-operatives for their members.
Under the leadership of Peter Schlack these developed their own
consumer co-operative philosophy. They formed a group in 1908, and
in 1913 established their own union, namely the “Reichsverband
deutscher Konsumvereine e.V.” There were only 48 consumer cooperatives who decided to set off in this new direction back in 1908.
At that time they had a total membership of 28,500 and their total
turnover amounted to 9.7 million Marks (cf. Table 7).
And so there was now a Christian co-operative movement operating at national level. It was open to consumer groups who were
unable to accept the politico-economic direction of the Zentralverband. The Christian consumer co-operatives had taken over certain
basic ideas such as worker co-ownership and co-management, the
need to raise the real wage level and to gain control over middleman
activities. However, they basically accepted the existing economic
system. The membership structure of the consumer co-operatives
belonging to the “Reichsverband” in 1916 is illustrated in Table 8.
Of particular interest in this context is the fact that only 49 per
cent of the membership was recruited from the working classes but
as high a proportion as 35 per cent came from the ranks of the public
servants. One thing which the Zentralverband and the Reichsverband did have in common as a key feature of their respective cooperative convictions was the urge to develop own production to a
maximum level. As a parallel to GEG, the Reichsverband founded its
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Table 7:
DEVELOPMENT OF CONSUMER CO-OPERATIVES IN
THE “REICHSVERBAND DEUTSCHER KONSUMVEREINE (1) AND THEIR WHOLESALE PURCHASING
SOCIETIES IN NUMBERS

Year

No of co-ops

No of
members

No of
distribution
depots

Total
turnover in

Mk/RM

Total
turnover of
Gepag (till
1923 GEZ) in
Mk/RM

1908
48
28,540
9,717,112
1909
63
39,377
12,460,496
1,355,466
1910
78
52,715
16,875,415
1,782,901
1911
101
76,002
27,103,877
2,619,530
1912
127
97,606
439
31,627,150
4,812,684
1913
159
143,444
599
43,481,447
9,718,670
1914
185
177,350
732
51,715,705 11,487,355
1915
191
189,686
774
51,227,103 10,412,674
1916
233
285,604
72,145,634
7,458,331
1917
249
309,245
68,709,603
3,182,858
1918
274
354,293
80,173,407
5,421,618
1919
331
410,928
139,847,327 27,110,792
1924
390
734,891
1,797
100,405,321 24,112,529
1925
319
718,934
1,840
117,325,835 31,572,426
1926
285
733,892
1,882
128,608,893 43,199,295
1927
275
775,576
2,101
164,360,089 52,222,486
1928
276
786,758
2,212
183,598,650 61,362,484
1929
273
764,960
2,313
195,504,532 72,533,915
1930
277
792,551
2,509
204,598,953 74,144,537
1931
263
786,709
2,474
178,972,078 70,323,220
1932
259
758,417
2,419
150,897,695 55,219,671
1933
2182)
573,279
1,798
107,729,6093)
-4)
1) from 1908-1913 “Verband westdeutscher Konsumvereine”
2) 149 co-operatives returned statistics
3) of which distributor trade 829,916 Marks
4) “Gepag” was incorporated into “Reichsbund der deutschen Verbrauchergenossenschaften” as of August 1933
Source: Hasselmann, 1971, p. 709
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Table 8:
MEMBERSHIP STRUCTURE OF THE REICHSVERBAND
1. Self-employed tradesmen, factory owners artisans, and shopkeepers
2. Independent farmers
3. Members of the free professions (doctors, artists, authors)
4. Government and local government officials and workers
5. Wage earners or salaried employees in commerce or industry
6. Wage earners or salaried employees in the agricultural sector
7. Persons with no recognised profession including 9,853 women

13,882
8,030
5,258
98,552
139,667
2,681
17,534

Total

285,604

Source: Klein, 1967, p. 111

By comparison with the Zentralverband, the Reichsverband was
still relatively insignificant in 1913.
Table 9:
STATUS OF CONSUMER CO-OPERATIVES ORGANISED
INTO UNIONS IN 1913
Zentralverband
Number of consumer co-operatives
1,157
Number of members
1,621,200
Turnover 1913:
direct sales
472 million marks
distributor sales
32,86 million marks

Reichsverband
159
143,400
38,6 million marks
4,88 million marks

Source: Hasselmann, 1971, p. 339

1.5.

THE FIRST WORLD WAR

With the outbreak of World War I there was a rush to buy up all
stocks of goods and consequently a rise in prices. In this situation the
consumer co-operatives made great efforts to ensure a fair distribution of the stocks at their disposal and thus combat the profiteering
which was going on in many places. However, since only members
were entitled to buy goods sold by co-operative shops, there was an
upswing in the influx of new members. Co-operative resources to
cope with this trend, e.g. to extend facilities by opening additional
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shops, were very limited. During the war years the membership
figures for those consumer co-operatives belonging to the Zentralverband increased by 600,000 (cf. Table 6). Meanwhile the Reichsverband member co-operatives increased their membership figures
by as much as two-and-a-half times (cf. Table 7). Many of these new
members came from social circles which had hitherto stood aloof
from the consumer co-operative movement. This holds for civil
servant and salaried employee circles in particular.
Even before the outbreak of war a trend towards concentration
had become established amongst the Zentralverband consumer cooperatives. It had become apparent that the bigger consumer cooperatives, even when extended over a large territory, were much
more efficient than smaller co-operatives operating only locally. The
number of amalgamations began to increase, and from the year 1913
onwards the total number of consumer co-operatives belonging to
the Zentralverband gradually started to decline. It only increased
sharply again with the new rush to set up consumer co-operatives in
the immediate postwar period (cf. Table 6)
Food rationing was introduced during the war, and the consumer
co-operatives were incorporated into the wartime economy. In this
respect developments in Germany were comparable with those on
the international scene in general. The consumer co-operatives
became distribution agencies for the state and their representatives
were called to serve in the central management and control organs
of the war economy (cf. Hasselman, 1971, p. 365). An important
factor as far as the development of the German consumer cooperative movement was concerned during the war years was the
convergence of the co-operatives towards the government. The
consumer co-operatives and their wholesale societies were called
upon to serve as suppliers to the armed forces. The consumer cooperative movement “proved to be more than just a useful aid to the
government through its deeds; through its patriotism it also contributed morally to the German war effort” (Hasselmann, 1971, p. 363).
The material development of the consumer co-operative movement was greatly hampered by the war. As food rationing allowances became progressively more austere the consumer co-operati-
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ves found themselves reduced to becoming distributing agents on
behalf of the government (officialisation). For this reason the sales
turnover figures for the war years are not representative. Consequently, the turnover trend does not reflect any normal developments - other than price fluctuations - but mostly the effects of
regulatory measures.

The wholesale purchasing societies forced the pace of own production development during the inflationary period. By doing so they
were able to save a considerable portion of their assets from the
ravages of devaluation. GEG added brush, clothing, and food canning factories to its industrial holding. Most important, however,
was the acquisition in 1927 of the Oldenburg meat packing complex,
the biggest in Germany.

1.6.

Two amendments made to the Co-operative Law in 1922 and 1923
respectively took into consideration the two most important trends
in consumer co-operative development. Firstly, and this concerned
the already existing regional co-operatives, the members’ committees became embodied in the law, these being the precondition for
the meanwhile necessary change from direct democracy to a system
of representative democracy. Secondly, the idea of amalgamating cooperatives became embodied in the law, thus facilitating the establishment of regional consumer co-operatives.

POSTWAR INFLATION

The inflationary period which followed in the wake of the First
World War was to be a severe test for the consumer co-operatives. By
virtue of the fact that they were consumer co-operatives they could
not switch their mode of trading to bartering i.e. exchanging goods
for goods, nor could they resort to stockpiling as many other traders
had done with the object of conserving assets. They had no option but
to sell off their stock and fall back on their reserve assets with the
result that the movement suffered heavy material losses. But the
consumers were able to appreciate the gesture of such a business
policy. Membership doubled between the years 1913 and 1923;
within the space of those ten years the movement attracted as many
members as it had in the preceding half century. By virtue of this
exemplary conduct the consumer co-operatives gained a fund of
public confidence which was to serve them as a solid basis for the
subsequent rebuilding effort.
Yet many of the new members knew nothing about their consumer co-operative other than the fact that they could buy what they
needed there at times when the same goods were not available
elsewhere. This was all they wanted to know. As soon the market
situation had been restored to normal they took up shopping with
private grocers again. These cyclical members were known as
“conjunctural members.” Because of them the fluctuation in membership numbers was unusually high during the years of inflation.
For example, in 1923 the influx of new members exceeded 590,000
in number but more than 229,000 left again that same year. It had
meanwhile become obvious that these “cyclical memberships” would
not remain after economic conditions had returned to normal.
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1.7.

ECONOMIC RECOVERY AND CONSOLIDATION

The years 1924 to 1930 brought the consumer co-operatives the
second biggest boom in their entire history. Turnover figures leapt
up to become treble what they were within those six years. Equity
capital increased with the turnover because the paid up share
capital could be added to with retained dividends. Similarly the
accrued surpluses permitted continuous stockpiling of reserves. The
gross receipts continued to grow each year until 1929 and did not
begin to decline until 1930 onwards. Despite the improved profitability of the consumer co-operatives up until 1929, the net receipts
during this second boom period were well below those achieved
during the first expansion phase from 1900 to 1914. This could be
explained by the change in the competitive situation. Competition
had become keener. There were more department stores and multiple stores than before, and trading margins had become smaller as
a result. Naturally, this was reflected in the dividends. In 1903 the
consumer co-operatives had paid their members dividends of just
over 10 per cent, and even in 1913 they were still about 7.5 per cent.
However, by 1928 they were only 4.5 per cent (cf. Hasselmann, 1971,
p. 414).
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By the year 1930 the co-operative group share of the retail market
as a whole was 4.5 per cent. It had almost doubled in the second half
of the 1920’s.
What was the background to this increasing consumer co-operative efficiency ? First and foremost it was the streamlining and
development of the consumer co-operative economic apparatus. By
means of a consolidation process the consumer co-operatives were
able to counter the new distribution methods and the intensifying
competition. Many consumer co-operatives had to be wound up in
the process. Indeed, the total number of consumer co-operatives was
reduced from 2,942 at the beginning of 1924 to 2,101 at the beginning
of 1930.
The co-operative shop network was the first to benefit from this
consolidation process. The plan was to have as dense a network of
shops as possible. Up until 1924 two to three hundred new shops
were opened each year. By contrast the number of central warehouses decreased as a result of amalgamations. Consequently they
became bigger, each had a greater number of shops to serve, and a
much greater turnover in goods to manage. They had no choice but
to rationalise in order to be able to perform efficiently.
But the wholesale purchasing societies were also an important
contributory factor to the upswing in co-op fortunes. With a concentration of the demand they were able to negotiate better purchasing
terms and at the same time speed up the development of their own
central production facilities. GEG was able to treble its turnover
between 1924 and 1929.
Yet the membership did not increase in size with the turnovers.
On the contrary, membership actually declined during this boom
period. Membership of the Zentralverband - which had risen during
the war and the postwar inflationary period to reach 3.5 million by
the year 1924 - dropped off to 2.8 million in the year 1928 (cf. Table
5). The membership of the Reichsverband stagnated between 0.7
and 0.8 million during this period (cf. Table 7). According to Weuster
(1980, p. 579 et seq.) this phenomenon can be attributed to the
following factors:
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-

growing confidence in the market inspired by the quality guarantee carried by branded goods
- as a consequence of government and social political measures the
necessity to resort to the sort of self-help offered by the cooperatives was no longer so acute (e.g. new legislation on foodstuffs)
- concentration of the consumer co-operatives had restricted members’ scope for participation
- the economic advantages offered by the consumer co-operatives,
and which the pioneers had seen merely as a means to win over
the support of the masses for the ultimate objective, had meanwhile themselves become the most important aspect. Many members in the big consumer co-operatives were virtually no more
than quasi-customers. If they were not satisfied with the cooperative’s services they chose the alternative of going elsewhere.
- the attractiveness of advantages of a non-material nature was
lost as members became able to satisfy all their wishes outside
the consumer co-operatives. The workers were now recognized as
citizens. The Works Council Law opened the way for workers to
participate (modestly) in the running of the company. The trade
unions were accepted.
- new trading companies (chain stores, department stores, mail
order companies) were meanwhile also cost-conscious and ready
to pass price advantages on to the consumers. The small private
traders reacted to the co-operative challenge by grouping together and by employing new distribution methods (dealers’ own
wholesale purchasing societies, dealers’ rebates, savings clubs,
jointly-owned department stores).
The consumer co-operatives tended to become just another seller
of goods in the eyes of the consumers. The members came to assess
them more and more on the criterion of the economic advantages
offered. In those cases where the consumer co-operatives only had to
compete with the traditional type of family shop they were able to
show progress, quite fast progress in fact. And this even though they
did not have highly qualified staff available in all those places where
it would have been desirable.
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But what about the business profitability of the consumer cooperatives prior to the coming of the Nazi regime ? The wholesale
purchasing societies for their part had overestimated the upswing in
the economy and underestimated the efficiency of their competitors.
This inevitably led to surplus capacity in the co-operative own
production plants (cf. Brambosch, 1985, p. 64). It also contributed for
a long time afterwards towards own production being too expensive.
For this reason more than just a few consumer co-operatives
switched to products from other suppliers offering better value for
money. These surplus production capacities were the result of a
management ideology which had never questioned the development
of consumer co-operative own production. This ideology was guided
by the desire to revolutionise the existing economic structures by
means of own production. Any rational and business management
considerations regarding the wisdom of this constant expansion of
co-operative production and the size of the factories during were
allowed to be overshadowed by ideological objectives this economic
boom period. Lack of managerial qualifications on the part of senior
employees in the consumer co-operatives contributed to these planning blunders too.

fallen to 2.8 million in 1928 - almost reached the 3 million mark
again in 1931 but only to fall off again (cf. Table 7). In the face of
growing unemployment and loss of purchasing power the consumers
sought to avoid any further risk to their deteriorating standard of
living by resorting to self help. The consumer co-operatives were
able to maintain their market share during the big depression.

The conception of the consumer co-operative movement as an
integral part of the labour movement and ideological counter pole to
the capitalistic economy plus the fact that its top managers were
paid less than in private industry (cf. Hasselmann, 19712, p. 347)
deterred suitably qualified managers from seeking positions in the
co-operative movement.
But also the politically motivated attacks against the consumer
co-operatives increased. These mostly came from the direction of the
National Socialist movement which was now becoming stronger.
The Nazi movement was mobilising the middle classes against the
democratic state and against all democratic institutions as such.
Further damage was caused by the communists (“Red Co-operative
Opposition”) who managed to gain control of a number of consumer
co-operatives. Many of these co-operatives became run down within
a very short time after this takeover (cf. Hasselman, 1971, p. 432).
The consumer co-operatives were to experience another brief
upswing during the big depression. The membership - which had
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But then the Nazis began stepping up the intensity of their
attacks: consumer co-operative shops were threatened and even
physically attacked. Shop windows and interiors were smashed,
threats of boycotts were made, shop managers and active co-operators were slandered and warned that the consumer co-operatives
would be destroyed once the Nazis came to power. And they did come
to power in 1933. A severe blow was inflicted upon the consumer cooperatives with the rebate law which put their dividend on the same
level as the dealers’ rebates and set them the same 3 per cent
maximum limit. A further blow was delivered in the form of the
Consumer Co-operatives‘ Law of 1935 by which the consumer cooperatives were denied the right to safeguard and manage members’
private savings and which required the immediate release of all
savings deposits. Finally, in 1941 the consumer co-operatives were
dissolved as co-operatives and turned into a part of “Deutsche
Arbeitsfront”, the regime’s substitute for a trade union.
1.8.

SUMMARY

Although the first consumer co-operatives were no more than
distribution centres of goods for the middle classes, once the working
classes began to take an interest in the idea they began to expand
along a wide front. Strictly speaking it was not a case of co-operators
who began organising their consumption in a disciplined manner
but rather class-conscious workers who were doing this. It was not
a co-operative awareness as such which was the overriding motive
here. Co-operative awareness was only an aspect of class consciousness. The unifying common denominator was that the industrial
workers felt like outsiders vis a vis the government, the society, and
the economy as they existed at that time. This was a case of “negative
integration.” A general and deep feeling of obligation to achieve
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important and common goals was aroused. The habit of purchasing
regularly from the co-operative shops arose automatically from this.
Obtaining everyday necessities over the counter at a fair price was
merely a consequence of loyalty to the co-operative and not the
reason for it. This was the ideal kind of loyalty. The solidarity
between members can also be explained on this same basis. They
knew eachother and were aware of common ties through trade
unions, politics, or other associations. Active participation in the
self-administration of the co-operatives can also be traced back to
these origins. In the factories the conflict of interests between
employer and worker caused deep resentment. The social status of
the worker left him with little money to spend on family life. He also
had to contend with a lack of security, low wages, and usually also
insanitary living conditions. It was the obvious thing for the worker
to turn to organisations where he could develop his social interests
and activities and which promised to counter the pressure on his
working and family life.
But these were the very preconditions which became less acute
from the year 1924 onwards. The worker abandoned his earlier
“negative integration” outlook. He no longer lived in a state of
permanent insecurity in order to labour for a wage which allowed
him no more than an existence minimum. His days as a political and
social outcast were about to end - despite the brutal reappearance of
mass poverty in the early 1930’s. As far as the consumer co-operative
was concerned, his main reason for being a member was now the
economic advantage of shopping there. Meanwhile, however, new
trading companies had appeared on the scene and were also eager
to offer at least the same advantages. The impact of this additional
competition revealed that the consumer co-operatives had problems
with excess production capacity and ill-qualified management.
However, events of the ‘thirties and ‘forties were to overshadow
these and other problems. It was not until after the second currency
stabilisation in 1948 that these problems slowly emerged again.
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2.

DEVELOPMENT OF THE CONSUMER
CO-OPERATIVES 1945 - 1974

2.1.

RECONSTRUCTION

The Zentralverband and GEG were refounded after the Second
World War. From now on there was a united consumer co-operative
movement with common goals and represented by Gustav Dahrendorf and Henry Everlings. The consumer co-operatives were ready
to face up to the conditions of a free market and the competition
which this entailed. Dahrendorf pursued the democratisation of the
economy via the consumer co-operatives within the framework of a
free enterprise constitution. As the result of this democratisation of
the economic system capital and the interest which it may earn were
supposed to give way to a society which would have the human being
and his welfare as the focal point (cf. Hasselman 1971, p. 394).
According to Everlings, the consumer co-operatives, as part of the
general interest sector of the economy, should function as a socialethical corrective to the free enterprise economy i.e. the profitmaking private sector (cf. Brambosch, 1985, p. 7). The free public
economy, (“freie Gemeinwirtschaft”) according to Everlings, consisted primarily of the consumer co-operatives, house building organisations, and also those non-profit enterprises created and supported by the trade unions and the consumer co-operatives. Under his
guidance the consumer co-operatives together with the trade unions
established the general interest deep sea fishing company,
Hochseefischerei-Gesellschaft m.b.H, also Union Baubedarfs-Gesellschaft (for building materials), and a series of jointly-owned
banks. The aim was to establish co-operation between the trade
union and the consumer co-operatives on an equal footing.
However, this idea was abandoned in 1953 in view of the further
increases of capital made by general interest undertakings and by
the consumer co-operatives.
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Table 10:
STRUCTURE OF THE CO OP GROUP 1948-1974
Year

No of coNo.of
ops
members
(in 1000’s)

No of shops

absolut

1948
1949
1950
1951
1952
1953
1954
1955
1956
1957
1958
1959
1960
1961
1962
1963
1964
1965
1966
1967
1968
1969
1970
1971
1972
1973
1974

244
286
296
301
312
308
306
303
301
292
284
276
270
257
248
239
221
210
192
179
167
154
138
126
110
98
90

756,0
1,019,0
1,324,4
1,598,4
1,835,8
1,981,0
2,140,O
2,244,8
2,350,3
2,379,2
2.421,8
2,450,8
2,576,5
2,587,0
2,583,2
2,556,3
2,514,8
2,455,1
2,433,3
2,379,1
2,313,3
2,228,9
2,105,0
2,023,6
1,905,9
1,852,3
1,481,1

5,686
6,114
6,504
6,954
7,389
7,846
8,223
8,578
8,918
9,178
9,216
9,301
9,638
9,396
9,045
8,628
8,185
7,653
7,130
6,722
6,135
5,711
5,113
4,775
4,418
4,164
4,052

Average
sales area
per shop
as % of
in DM
as % of
in m2
year
millions
year
previous
previous
+ 7.5
+ 6.4
+ 6.9
+ 6.3
+ 6.2
+ 4.8
+ 4.3
+ 4.0
+ 2.9
+ 0.4
+ 0.9
+ 3.6
- 2.5
- 3.7
- 4.6
- 5.1
- 6.5
- 6.8
- 5.7
- 8.7
- 6.9
- 10.5
- 6.6
- 7.5
- 5.7
- 2.7

Turnover

568,9
716,4
843,8
1,087,2
1,343,3
1,583,6
1,886,3
2.166,9
2,391,4
2,585,3
2,757,8
2,906,6
3,201,4
3,377,7
3,503,6
3,540,8
3,681,1
3,984,4
4,123,5
4,242,7
4,528,8
4,828,5
5,237,8
5,612,7
6,111,2
6,797,4
7,695,9

+ 25.9
+ 17.8
+ 28.8
+ 23.6
+ 17,9
+ 19.1
+ 14,8
+ 10.4
+ 8.1
+ 6.7
+ 5.4
+ 10.1
+ 5.5
+ 3.7
+ 1.1
+ 4.0
+ 8.2
+ 3.5
+ 2.9
+ 6.7
+ 6.6
+ 8.5
+ 7.2
+ 8.9
+ 11.2
+ 13,2

58
65
70
82
92
102
111
132
139
156
173
193
272
315

Source: Betzler, 1985 p. 158

In the case of new and reestablished consumer co-operatives,
those members who had belonged to a consumer co-operative prior
to 1933 formed the members’ cadre. It can be assumed that the
average age of these cadre members was between 35 and 40 (cf.
Betzler, 1983, p. 164). This age structure was to play an important
role later in connexion with subsequent developments.
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The consumer co-operatives now went through a phase of relatively rapid development. Restrictions on dividends and selling to
non–members were lifted. However, the consumer co-operatives
had to go on living without any restoration of their rights to
safeguard and manage members’ private savings. As a result they
had to set the share price at a relatively high level and had to find
ways and means to build up their reserves as quickly as possible.
Efficiency and the dividend enabled the consumer co-operatives
to attract considerable numbers of new members until the year
1954. Many consumer co-operatives had increased their dividends
to 6 or even 7 per cent. These high dividends meant, of course, that
less capital was available for self-financing purposes. On the other
hand, however, they did help to speed up the accumulation of equity
capital. On the one hand because a greater part of the dividend could
be diverted to replenishing the shares whilst on the other hand the
influx of new members also accelerated the growth of new equity
capital (cf. Hasselman, 1971, p. 577). Accordingly, the consumer cooperatives were able to rely on self-financing to a great extent to
enable their development during the years of expansion between
1948 and 1953. Clearly, however, only a fraction of the consumer cooperative capital requirement could be satisfied from this source
over the long term. Indeed, even in those days mortgage loans were
by no means a minor factor.
In 1948, the year of the currency reform, and in 1949 the influx of
new members had passed the quarter of a million mark, and in 1950
alone more than 300,000 new members joined (cf. Table 10). Apart
from two inflationary years after the First World War which cannot
be considered as being representative, the growth achieved in the
year 1950 is the highest in the history of the German consumer cooperative movement. At the end of 1953 the consumer co-operatives
had a total membership of 1, 981,000. Between the years 1949 and
1953 the consumer co-operatives succeeded in increasing their
turnover by 130 per cent in terms of value. At the same time the
roughly doubled their market share. A great number of new shops
were opened. No longer were there any co-operative shops with
boarded-up windows displaying the notice “We sell only to members.” The co-operative shops had emerged from the side streets and
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back lanes of the working class quarters and were now to be seen in
all parts of town , on the main streets and in the shopping centres.
In 1949 the “Produktion” consumer co-operative opened the first
self-service shop in Germany.

superiority. They lobbied against the co-operatives being allowed to
sell to non-members, against the dividend, and brought out all the
old arguments about co-operative expansionism, the threat to the
middle-class, collectivism, political bias, and tax advantages (cf.
hasselman, 1971, p. 624). New legislation introduced in 1954 by the
conservative Adenauer government resulted in a compromise which
was anti-consumer co-operative in outlook.

But the consumer co-operatives were not alone in benefiting from
a booming economy. The multiple stores and the grocery departments in the big departmental stores were also developing at a fast
rhythm. They were able to treble their turnovers between 1949 and
1953 and thus expand their market share to a greater extent than
the consumer co-operatives had theirs.
Table 11:
TURNOVER (IN BILLION MARKS)

Grocery trade as a whole
Multiples stores and grocery
departments in departmental
stores
Consumer co-operatives
Middle-class retail trade share
(in %)
Other distributors share (in %)

1949

1950

1951

1952

1953

11,4

11,9

13,0

13,6

14,2

0,6
0,7

0,9
0,8

1,1
1,1

1,4
1,3

1,8
1,6

88,6
11,4

85,7
14,3

83,6
16,4

80,2
19,8

76,1
23,9

Source: Hasselman, 1971, p. 569

According to statistics from the “Forschungsstelle für Konsumwirtschaft” (cf. Hasselman, 1971, p. 570) the two groups together
overtook the consumer co-operatives with their turnovers in 1952.
By 1953 they even managed to widen the gap between themselves
and the consumer co-operatives quite considerably. The multiples
on their own did not catch up and overtake the consumer cooperatives until 1956. But from then on the gap by which the
consumer co-operatives trailed the multiples and grocery departments of the departmental stores has increased year by year.
Thus the multiples can be seen as having been the consumer cooperatives’ main competitor.
However, the consumer co-operatives’ meanwhile strengthened
rivals in the retail trade also resorted to political means to gain
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Although the consumer co-operatives were now legally permitted
to sell to non-members, the dividend which they paid to members
was subjected to the same restrictions as the dealers’ rebate, namely
a maximum of 3 per cent on the turnover. This was tantamount to
a serious intervention in co-operative autonomy and effectively
restricted members’ rights to self-determination. It also had profound effects on the attitude of members towards their co-operative.
It affected not only the finance policy but also the distribution and
price policies.
The sequel was a decline in self financing from 14.7 million Marks
in 1953 to 5.2 million Marks in 1956. And this happend at a time
when the need for finance was becoming more urgent. Consequently
the consumer co-operatives were obliged to rely to an increasing
extent upon members’ investments (paid–up shares) for self financing (building up reserves from balance sheet surpluses) as well as
having to make greater use of loan capital.
Table 12:
Equity financing (in DM
1000’s)
1953
1954
1955
1955
1956

14,736
13,585
7,601
7,601
5,184

Self financing (in DM
1000’s)
1,380
1,196
1,196
4,290
5,221

Source: Hasselman, 1971, p. 569

In effect the new legislation left the consumer co-operatives no
alternative but to resort to an aggressive pricing policy. Yet this
competitive weapon was already blunted because self–financing
was only possible via the market prices.
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Already in those days there was talk of a planned concentration
with the object of establishing big co-operative enterprises with
optimal efficiency. The need to get away from the situation of a
“conglomeration of local individualism with a preponderance of local
interests” (Hasselman, 1971, p. 578) had become apparent.

expansion and restructuring of the range of goods sold and also by
the changing consumer and shopping habits (cf. Table 13).

With the object of coordinating these new objectives a top level
management unity - with Gustav Dahrendorf - of the two top
organisations, Zentralverband and GEG was installed in 1953.
However the coordination as such remained very much a personal
matter and was never embodied institutionally. It only continued for
three years, until Dahrendorf’s death. From then on the consumer
co-operative movement was again characterised by a dualism which
made any real co-operation difficult and which stood in the way of
the concentration which had been proclaimed as the object of this
coordination back in 1951.
2.2.

Table 13:
ENTERPRISES AND TURNOVERS IN THE RETAIL
GROCERIES TRADE CLASSIFIED BY TURNOVER
VOLUME FOR THE YEARS 1950, 1960, AND 1966
IN PER CENT

STRUCTURAL REORGANISATION

The general structural changes which took place in the grocery
trade in Germany were initiated and forced by individual wholesalers (cf. Gandenberger, 1971, p. 23). By achieving a concentration of
orders, and by a centralisation of a great part of the trading
operation they hoped to streamline the trade pattern and ultimately
enhance the competitiveness of their customers. Many of these
customers (the small traders) - had already closed ranks to form
chains on their own initiative and were in a position to introduce new
distribution forms immediately. Starting with the self-service shop
they proceeded to the supermarket and the shopping centre and then
on to discount markets, hypermarkets, and self-service department
stores, and finally the jointly-owned department store. Parallel to
this development the structural size of the companies and their sales
units were undergoing changes. Bigger trading companies developed in the retail grocery trade, and from the beginning of the ‘sixties
the trend was decidedly in the direction of bigger shops. This
development can be explained by the greater measure of economy
possible with large sales spaces as well as by the tremendous
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Whereas at the beginning of the ‘fifties the independent small
trader dominated the retail grocery trade scene, the subsequent
trend was towards combining into groups and the forceful emergence of major-sized operational forms. Centralistic and concentrated
enterprises on one side contrasted with a co-operative counterconcentration of medium to small–sized private traders who banded
together in collective purchasing unions or in the form of chains
organized by wholesalers.

Enterprises with
annual turnover
of ....DM
up to 250,000
250,000 to 1 million
1 million to 10 million
10 million and above
Total

Enterprises

Turnovers

1950

1960

1966

1950

1960

1966

98.6
1.2
0.2
0.0

92.5
7.1
0.4
0.0

81.3
17.5
1.1
0.1

76.8
9.2
7.7
6.3

59.4
21.8
5.8
13.0

35.5
30.4
10.1
24.0

100.0

100.0

100.0

100.0

100.0

100.0

Source: Gandenberger, 1971, p. 30

Thus the competitive situation had been transformed into group
competition characterised by aggressive pricing and tough nonprice competition with an intensification of the fight for market
shares (Cf. Gandenberger, 1971, p. 35). The retail trade showed a
turnover increase of 33 per cent between 1962 and 1967. Over the
same period the department stores recorded a 55 per cent turnover
increase, the mail order companies 61 per cent, the chain stores 53
per cent, the consumer co-operatives 23 per cent, and other retail
traders 27 per cent turnover increase.
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Table 14:
SHARE OF RETAIL TRADE TURNOVER IN PER CENT

Table 15:

Source: Hasselman, 1971, p. 663
1962
Department stores
8.4
Mail order
3.6
Multiples stores
10.3
Consumer co-operatives 3.2
Others
74.5

1963

1964

1965

1966

1967

8.7
3.7
10.3
3.1
74.2

8.9
3.9
10.6
3.1
73.5

9.3
4.2
11.1
3.0
72.4

9.6
4.3
11.4
3.0
71.7

9.8
4.3
11.8
3.0
71.1

The losers here were the consumer co-operatives. Although their
turnovers kept increasing, the extent to which they increased
followed a downward trend from 1954 to 1963. A marked recovery
was made in 1964 and 1965, but this could not be maintained in 1966
(cf. Table 10). The unfavourable development becomes all the more
apparent when the turnover growth rates are taken into account:
with the exception of those for 1954 and 1959, the turnover increase
rates grew progressively smaller from 1951 through to 1963. Not
until 1964 and 1965 was there any appreciable recovery, but in 1966
there was another big drop.
But how did these figures compare with those of other traders in
the retail grocery market and with the development of the retail
trade as a whole ? On the whole the consumer co-operative turnover
increase rates are below average for the branch as a whole. The
consumer co-operatives were unable to increase their market share
very much after 1951. On the contrary, they even lost ground here
and there (cf. Table 15).
In contrast to this, the multiple stores succeeded in increasing
their market share throughout. The chains and groups were able to
show even bigger increases (cf. Deter, 1968, p. 29). Thus the consumer co-operatives were the only major sized group in the retail
grocery trade which had to be content with a decreasing market
share.
A comparison of the consumer co-operative turnover growth rates
with those of the retail trade and the groceries shows much the same
picture. Whereas the consumer co-operatives turnover growth rates
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were much higher than those of the retail trade and the groceries the
trend was reversed from about 1957 onwards (cf. Table 14).

DEVELOPMENT OF MARKET SHARES OF SELECTED
SHOP TYPES IN THE RETAIL GROCERY
Year

Co-ops

Multiples storesa)

Wholesale Purchasing Co-operative
Societiesb)

1950
1951
1952
1953
1954
1955
1956
1957
1958
1959
1960
1961
1962
1963
1964
1965

5.8
7.4
8.1
9.8
9.7
9.9
10.2
10.7
10.4
9.2
9.3
10.0
9.5
9.5
8.6
8.6

6.3
8.3
10.9
13.7
12.8
13.5
14.2
14.6
15.2
17.5
17.4
16.7
17.0
17.4
18.2
19.3

23
28.5
29.0
28.8
28.6
29.1
29.8
29.8
31.0

a) including grocery sections of warehouses calculated on sales of member co-ops plus
10 per cent for non-members
b) Edeka and Rewe
Source: Deter, 1968, p. 185

A comparison of the consumer co-operative turnover growth rates
with relevant figures for the grocery multiples and the grocery
departments of the department stores shows an even more unfavourable picture for the co-operatives (cf. Table 17).
Whereas the number of members increased by leaps and bounds
during the first years of the reconstruction period, the rate of
increase began to slow down progressively from 1950 onwards. In
effect, therefore, although the membership continued to grow, the
rate at which it was growing was slowing down all the time. By 1961
the total number of members was almost 2.6 million - the highest
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Table 16:
TURNOVER GROWTH RATES OF CONSUMER
CO-OPERATIVES AND THE RETAIL TRADE

Year

Change in turnover compared with year previous in per cent
Consumer co-ops
Retail trade
Entire retail trade
Groceries and luxury
goods retail trade

1950
+17.8
1951
+28.8
1952
+23.6
1953
+17.9
1954
+19.1
1955
+14.9
1956
+10.4
1957
+8.1
1958
+6.7
1959
+5.4
1960
+10.1
1961
+5.5
1962
+3.7
1963
+1.1
1964
+4.0
1965
+8.2
1966
+3.5
1967
+2.9
1968
+4.3
Source: Gandenberger, 1971, p. 42

+15.8
+8.8
+9.3
+9.4
+11.9
+12.5
+10.1
+6.1
+7.4
+9.1
+9.8
+9.5
+4.9
+7.7
+10.3
+5.6
+1.2
+4.3

+11.7
+9.8
+7.7
+9.9
+10.0
+9.1
+9.2
+6.1
+6.1
+7.8
+7.9
+8.6
+3.7
+6.1
+8.2
+4.9
+3.2
+5.2

Table 17:
TURNOVER GROWTH RATES FOR THE DIFFERENT
COMPANY TYPES
Type of enterprise
Consumer co-operatives
Grocery multiples stores
Grocery departments of
department stores

1964 over 1965 over 1966 over 1967 over 1968 over
1963
1964
1965
1966
1967
+4 %
+7 %

+8 %
+11 %

+4 %
+7 %

+3 %
+6 %

+5 %
+10 %

+11 %

+20 %

+7 %

+7 %

+13 %

Source: Gandenberger, 1971, p. 43
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postwar figure. In subsequent years members began to drift away
again at a rate which increased from year to year. When the influx,
exodus, and net growth rates are considered separately, it becomes
apparent that the steadily decreasing growth in membership from
1950 onwards and the steady decrease in the total number of
members from 1962 onwards cannot be accounted for by the exodus
of members. The real reason for the negative development in
membership numbers is to be sought in the consumer co-operatives’
lack of ability to attract new members in sufficient numbers (cf.
Deter, 1968, p. 33).

dividend nor a rebate. By 1969 the majority of members were no
longer receiving dividends but rather rebates just like the nonmembers (cf. Hasselman, 1971, p. 475).

Table 18:
MEMBERSHIP INFLUX, EXODUS, AND GROWTH RATES
FOR THE WEST GERMAN CONSUMER CO-OPERATIVES
FROM 1950 TO 1966
Year

Membership in
1,000’s

Influx rate

Exodus rate

1950
1951
1952
1953
1954
1955
1956
1957
1958
1959
1960
1961
1962
1963
1964
1965
1966

1,324
1,598
1,836
1,989
2,140
2,244
2,320
2,379
2,422
2,451
2,577
2,587
2,583
2,556
2,515
2,455
2,423

32.8
22.8
17.5
13.8
13,4
10.4
8.6
7.8
6.7
6.2
6.2
5.6
4.4
4.6
3.8
3.8
3.5

1.0
1.6
2.1
4.3
5.2
5.1
5.2
4.8
4.8
5.0
5.0
4.9
4.5
4.9
5.3
4.9
4.7

Growth rate
+31.8
+21.2
+15.6
+9.5
+8.2
+5.3
+3.4
+3.0
+1.9
+1.2
+1.2
+0.7
-0.1
-0.3
-1.5
-1.1
-1.2

Source: Deter, 1968, p. 190

During the ‘sixties many consumer co-operative managers switched from the dividend to the rebate system - after all, they wanted
to keep their co-operative open to all customers. Some consumer cooperatives even switched to net prices, i.e. they paid neither a
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The opening up of supermarkets in regions where there were no
members at the time of opening, and also the takeover of 53 grocery
chain stores from Eklöh G.m.b.H by the consumer co-operatives
together with GEG without any co-operative ties with the customers
were further signs that the member concept was being abandoned
(cf. Tietz, 1983, p. 870).
But the structural changes which society was undergoing were
also of significance to the consumer co-operatives. As the result of a
levelling process a society emerged which was neither proletarian
nor bourgeois. Although professional status was still an important
factor for the classification of the individual in modern society, his
private life was another matter and meanwhile relatively independent of his working status. Membership of a particular trade or
profession was no longer a reliable guide to consumer habits, leisure
activities, or any other behavioural pattern. Consumer co-operative
solidarity with the labour movement on the basis of its traditional
associations was no longer popular.
A general process of ideologies becoming less important was
running parallel to this levelling process. The masses became less
receptive to political and politically shaded objectives. Their reaction was neutral and indifferent. Accordingly, the relationship
between a member and his (or her) co-operative became dominated
by the member’s own personal interests - and was thus reduced to an
economic relationship. Members were no longer willing to put the
interests of their co-operative in the first place. The consumer cooperatives could no longer sit back passively in the knowledge that
they had a captive market in their membership. Indeed, the cooperatives had ceased to be just distribution centres and meanwhile
had compete to win customers just as any other retailers had to do.
And it was in exactly in this latter respect that the co-operatives
appeared to be the most backward and unable to develop.
As a consequence of this trend the paid up share capital dwindled
considerably between 1960 and 1969. During this period the conso187
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lidated balance sheet total increased from 7178 million to 1,080
million Mark. Whilst in 1960 the paid up share capital accounted for
12.3 per cent of the total capital with which the consumer cooperatives worked, by 1969 this percentage had been reduced to a
mere 6.5 per cent (Hasselmann, 1971, p. 675). On the asset side of the
balance sheet fixed capital investments showed a high absolute and
relative increase from 1960 to 1969 having progressed from 52.5 per
cent of the balance sheet figure to 56.2 per cent. But equity accounted
for only 45 per cent of fixed capital investments in 1969 as opposed
to 59 per cent in 1960. And whilst equity and long term obligations
together exceeded fixed capital investments by 5.3 per cent in the
year 1960, their total accounted for only 91.7 per cent of the balance
sheet value of the invested capital in 1969.

- joint planning measures at the Zentralverband. These were mainly
concerned with the long-term planning of the shop network (the
intention was to close down the small units and open up new
centres having a minimum of 400 square metres sales area).
Personnel planning, fairly comprehensive co-operation in the
advertising field, an intensification of educational and training
programmes, operational planning in accordance with a uniform
set of priorities were also objectives.
- an “amalgamation committee” was appointed to urge through a
programme of systematic mergers with the object of creating
bigger and more efficient enterprises.
- GEG restricted its business activities to the supplying of the
consumer co-operatives.
- efforts were initiated to streamline the warehouses
- plans were made to set up central transshipment depots
- in 1964 a special committee was appointed to investigate the
scope for reorganising the consumer co-operative sector in its
entirety.

In this respect the small consumer co-operatives presented a quite
different picture in 1969. Most of them had invested so little that
their equity still exceeded the book value of their investments. But
this reflects only the fact that the small co-operatives were still
operating with traditional-type shops.
It follows, therefore, that when the consumer co-operatives financed a project they had to rely on borrowed capital to a large
extent. The main consequence of this situation was that their real
estate holdings became heavily encumbered with mortgage debts.
Indeed, as far back as 1960 much of their real estate property was
already mortgaged up to the hilt.
2.3.

But the prevailing structural conditions and operational practice
of the consumer co-operatives were such that the structural weaknesses of the consumer co-operative movement only worsened (cf.
Betzler, 1985, p. 161).
-

EFFORTS TO REORGANISE IN THE 1960‘S

What conclusions did the consumer co-operatives draw from this
situation?
The following steps were taken:
-

“reconstruction co-operatives” had already been set up in 1953.
They were there to satisfy the medium-term credit requirements
of consumer co-operatives in need of finance to build new shops
in particular. In 1964 a Co op Real Estate Company was founded
to assume responsibility for the acquisition, development and
leasing of building sites.
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-

“The consumer co-operatives had very restricted decision-taking
scope. This was because of an exaggerated interpretation of
democratic principles by the supervisory boards as well as by the
elected representatives. This was most apparent when staff
appointments were to be made in the administrative organs of
consumer co-operatives. Until well into the ‘sixties such positions
were not given to candidates on the basis of qualitative suitability
but rather on that of social background, political leanings, etc.,
and even taking into account the membership of clubs.” (Betzler,
1985, p. 165)
To make things worse, the movement did not have a united top
management with the authority necessary for the purpose of
drawing up and enforcing standard policies on marketing strate-
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gy. GEG and the Zentralverband each followed their own ideas as
to how the movement should develop in the future. At the end of
the 1950’s they each had essentially different views on key
business principles as well as on such important questions as
supply facilities for the consumer co-operatives with GEG, the
role which own production should play in the product ranges on
sale in the consumer co-operatives, the profitability of GEG, the
logistics of moving supplies to the consumer co-operative shops,
and the policy on amalgamation. The fact that the central organs
were weak in leadership became progressively more apparent. A
highly fragmented marketing policy was the inevitable consequence (cf. Brambosch, 1985, p. 110).
Meanwhile the fossilised local autonomy of the individual consumer co-operatives became the biggest obstacle to any reorientation of the movement. Consequently it persisted with an organisational structure bound by the legacy of tradition which somehow had to be adapted to the changed conditions of the market.
Reorientation was generally taken to mean doing something
about the number of consumer co-operative shops. These shops
had been steadily growing in number until the year 1960 (cf.
Table 10). In the old traditional manner the number of shops was
seen as a yardstick for the size and extent of the consumer cooperative economy. Now shops had to be closed because they were
losing money. But the closing down of a small shop was not a mere
question of profitability. The abandonment of branch shops in
small towns meant losing members. And the members themselves saw this as a betrayal. Since for these people their membership lost all meaning with the closing down of their local coop shop, such actions resulted in many people leaving the movement. The idea did not sink in that the size of the shop, its
location, its attractiveness, its product range, and how the products are presented were more important as criteria for the growth
of the movement than the sheer number of shops.
From 1953 onwards the number of consumer co-operatives began
to decline steadily as a result of amalgamations and liquidations
(cf. Table 10). By 1969 the number of active consumer cooperatives had already been reduced to 154. As a general rule it
depended largely upon the willingness of the local managers as
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-

to whether or not an amalgamation could be realised. Board
members of merging co-operatives could see their future status in
jeopardy. Not surprisingly under these circumstances most of the
mergers which were effected were not the result of any systematic concentration strategy, but rather of rescue actions to avoid
bankruptcies. Usually the consumer co-operative to be taken
over would only submit to this course of action once the greater
part of its landed property and capital assets had been sold off and
the business operation could no longer be kept going. For its part,
the consumer co-operative taking over would more often than not
find that its position had been weakened rather than strengthened as a result of the takeover. Accordingly, most of the concentrations at regional level did little or nothing to enhance cooperative market competitiveness. The consumer co-operatives
displayed a negative characteristic with regard to big-group-cooperation. Each emphasised its own autonomous status and did
its best not to let the other members of the group see the cards in
its hand (cf. Trescher, 1958, p. 10) Whilst the number of shops was
reduced from 9,638 to 5,113 between 1960 and 1970 (cf. Table 10)
it should be realised that of those 9,638 shops still in existence in
the year 1960 only 2,107 were functioning as self-service shops,
all the others still being small traditional type shops with behindthe-counter service. Already by that time the co-op’s competitors
had switched almost exclusively to self-service shops which
yielded a considerably better profit.
Many of the consumer co-operatives had grown to a size which
enabled them to exploit to their own advantage the leadership
dualism between GEG and Zentralverband (cf. Brambosch, 1985,
p. 113). The percentage volume of GEG sales to the consumer cooperatives fell between 1955 and 1967 from 62.1 to 55.2 per cent
(cf. Table 19)
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Table 20:

Table 19:
GEG TURNOVER AND CO-OPS SALES OFFTAKE FROM
GEG
Year

1955
1956
1957
1958
1959
1960
1961
1962
1963
1964
1965
1966
1967

GEG turnover in 1000 DM

1,111,352
1,230,069
1,309,700
1,380,200
1,463,500
1,563,500
1,644,400
1,707,600
1,709,700
1,773,800
2,061,679
2,088,654
2,195,525

Consumer co-operative
sales offtake from GEG as
a percentage
62.1
62.3
61.6
61.2
60.8
59.1
59.2
58.5
58.3
58.6
56.6
55.8
55.2

Source: Hoth, 1971, p. 200

The consumer co-operatives began to rely to an increasing extent
on goods and services from other suppliers. In an effort to reverse
this trend, GEG embarked on a policy involving massive investments. This accounts for the fact that GEG indebtedness started to
increase in parallel with that of the consumer co-operatives. By the
year 1960 GEG indebtedness had grown to a level equivalent to
almost two thirds of the annual balance sheet figure (cf. Hasselmann, 1971, p. 653). The development of extensive own production
was the main reason for GEG selling off its shares in free-general
interest undertakings (cf. Table 20).
In the ‘sixties GEG took on the task of introducing new distribution systems for the consumer co-operatives which had meanwhile
fallen far behind their competitors in this respect both technically
and in development.
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CHANGES IN CO-OP AND TRADE UNION RESPECTIVE
HOLDINGS IN THE MORE IMPORTANT FREE-GENERAL
INTEREST UNDER-TAKINGS
Company

Alte Volksfürsorge
DSE
BfG
Munich
Düsseldorf
Hamburg
Frankfurt
Hanover
Stuttgart
Berlin
GHG
Ges. f. Anlagenvermietung
Co-op Immobilien-Fonds
Intern. Genossenschaftsbank
GEG

Founded

% ownership
initially
Trade
Co-ops
union

1912
50
1925
100
(1958)
25.06
1949
50
1949
50
1949
50
1950
50
1950
50
1950
50
1953
5
1948
32
1965
26
1965
50
(1965) app. 1
1894
100

50
0
74.94
50
50
50
50
50
50
32
37
50
49.9
0

% ownership on
31.12.65
Co-ops
Trade
union
50
50
4.22

50
50
95.78

75.25
26
50
app. 1
74.6

0
37
50
49.9
25.37

Source: Deter, 1968, p. 217

By guaranteeing bank loans GEG enabled numerous smaller to
medium-sized societies to adapt their shop network to the new
requirements and to streamline their structures. The nature of the
financial difficulties which GEG was to find itself in as a result
became clear when in the mid 1960’s the “Bank für Gemeinwirtschaft” - as the company’s main bank - had to subscribe the entire
GEG capital increase of 8.5 million Marks which had become
necessary to prop up the liquidity (cf. Deter, 1968, p. 128).
Between 1967 and 1972 there were enormous upheaval processes
in the German consumer co-operative movement regarding the cooperative union organisation and co-operation with it. It had been
hoped that the major structural reform programmes of 1967 and
1972 would enable the consumer co-operatives to secure their future
existence and effectively counter competition without outside help.
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But neither of these reorganisation efforts resulted in the success
hoped for.

CONSUMER CO-OPERATIVE MOVEMENT ORGANISATION FROM 1968 - 1972

The “reform committee” appointed in 1964 recommended in 1967
that the consumer co-operatives should have a new central management with extensive competences, and that GEG should be subordinated to this management. It was believed that by this means the cooperatives would be better able to counter group competition (cf.
Final Report, 1967 p. 10f et seq.).In accordance with this recommendation the “Bund deutscher Konsumgenossenschaften G.m.b.H
(BdK) was appointed as the supreme management body under the
chairmanship of Oswald Paulig.
But from the very beginning the scope for exercising tight leadership was restricted. As early as the BdK founding meeting it became
apparent that quite a number of consumer co-operatives were not
prepared to grant BdK even a minimum measure of authority.
Fearing that the sphere of action and freedom of their own administrative organs to take decisions may become too restricted, they
agreed only to BdK being endowed with the competence to issue
nothing more than guidelines.
BdK was allocated funds by the consumer co-operatives - in other
words, from the bodies it was expected to administer strict leadership to, but without having the necessary capital majorities within its
power. Then came the task distribution within BdK. A “federal
advisory board” - to which the consumer co-operatives appointed
representatives - was set up in parallel to the board of directors. The
BdK articles of incorporation laid down that the federal board and
the federal advisory board should be jointly responsible for decisions
on important questions. In effect, therefore, the functional inefficiency of the central management on matters of importance was
deliberately built into the system (cf. Brambosch, 1985, p. 137). No
decision of any importance could be taken on behalf of the group as
an entity if the individual consumer co-operatives were against it.

Source:BdK Annual Report 1971
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What did BdK - despite its limited powers of authority - achieve on
behalf of the consumer co-operatives ?
-

-

-

-

The consumer co-operatives tried to adapt to structural changes
which had taken place on the retail sales front by opening new
types of shop and extending their sales ranges. A new GEG
affiliated company was specially created to look after the interests of the new shop types. Co op centres, Plaza department
stores, GEG-affiliated retailing enterprises, and a GEG chain of
furniture stores were set up. These new types of retail sales units
were soon showing remarkable turnover increases. But then they
came up against an old problem with the technically perfect new
large–area–shopping–complex which sold everything under one
roof. This problem consisted of a lack of both of capital and
suitable management (cf. Hasselmann, 1971, p. 665).
In 1968 it was decided that 29 regional warehouses should be
established for the whole of West Germany. It was hoped that
these central warehouses would facilitate a streamlining and
regionalisation of local own production. Furthermore, the own
production plants were to be integrated with the regional warehouses in those cases where this would lead to a rationalisation
effect.
In 1969 the co op symbol was introduced as a standard company
logo for the entire group. The idea was that the group should
demonstrate its unity and efficiency under this symbol. But not
all the consumer co-operatives were willing to go along with this.
PRO in Hamburg and ASKO in the Saar chose to keep their oldestablished names.
In 1969 a new educational concept was decided upon for the
consumer co-operative training activities as a whole.
In 1969 a regions concept was introduced in connexion with the
already operating concentration process setting a group target of
20 regions for the whole of West Germany. At that time there
were still 138 co op co-operatives (cf. Table 10). Although the
number of co-operatives had been halved since 1960, the concentration process had not been deliberately directed towards achieving an overall regional system and in this respect differed from
the projected new system, namely regionalisation. But even then
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the concentration process had made considerable progress. At
the end of 1970 there were 17 consumer co-operatives having an
annual turnover in excess of 100 million Marks each. Together
these accounted for almost two thirds of the turnover achieved by
all consumer co-operatives together in 1970.
In 1970 the intention was announced that the consumer cooperatives should be converted into limited liability companies
(AG) in order that they might take advantage of the greater
equity capital raising scope for which the AG form of company
offered. Thus the question as to which legal form would permit
the consumer co-operatives to rescue the core of the co-operative
movement was answered with the AG form. It would be possible
in the AG form to pursue social economic aims also in the form of
a general interest AG. However, this course would be feasible
only if there were commensurate possibilities for rises in share
prices and in fact most of the consumer co-operatives were not
making the profits necessary for this purpose. Thus nothing
further was undertaken in this direction - except by ASKO.

2.4.

EFFORTS TO REORGANISE IN THE 1970‘S

These first reorganisational measures did not go far enough to
give the consumer co-operatives the unity and efficiency which they
needed to defend their market share against their competitors.
Indeed, at the beginning of the ‘seventies they found that they were
even less competitive than before (cf. Hasselmann, 1984, p. 82).
The introduction of net prices made membership seem less attractive to the customers. A steady decline in membership numbers was
a direct consequence of this. The year 1970 alone saw the total
membership decline by 118,528 (5.3 per cent).
In 1971 BdK came to the conclusion that only a second reorganisation could help the consumer co-operatives against an even further decline (cf. co op Annual Report, 1971, p. 65ff). Departure from
the consumer co-operative legal form was already being regarded as
a possible option.
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The following measures were adopted:
a) A concentration of management at the centre (merging of BdK
with GEG)
b) Regionalisation (creation of major-sized units which were more
economic and efficient)
c) Improvement of the capital structure
d) Vertical integration of trading activities (reorganisation of the
system from the shops right through to the central wholesale
purchasing co-operative)
re a) GEG was turned into “co-op Zentrale AG” and assumed the
leading role which had hitherto been BdK responsibility however, the new AG was to be given wider competences that
had been allowed to BdK. Thus co op Zentrale AG became both
the parent organisation and the business nerve centre of the
co op group. The leadership scope of the management council
was not to be restricted to a mere assisting in the drawing-up
of guidelines. Together with the management board it would
be responsible for the voluntary acceptance of a uniform policy
in the twenty - still to be established - regional centres. It was
hoped that hitherto existing discrepancies between central
planning and local interpretation could be avoided in future
by involving the regional management boards in the decision
taking process in this manner. But even this organisational
structure had its own built-in functional deficiencies (cf.
Brambosch, 1985, p. 138):
- With their 51 per cent stake in co op Zentral AG the
consumer co-operatives were controlling shareholders
with a voting majority. This meant that the influence of the
consumer co-operatives as shareholders in the new AG
would still be dominant at the general meetings. An upside
down company had been created in which the real power
was in the hands of those to be reformed from above.
- The involvement of all the regional co-operatives may have
ensured a right-down-the-line management system but
the same did not apply as far as responsibilities were
concerned. Members of the management council were also

members of the boards of their respective regional consumer co-operatives, and as such they were required by the
Co-operative Law to perform distinct tasks and duties.
re b) Efforts were directed towards the establishing of 18 to 20
regional co-op centres. There were already 13 established
regions, five having been reorganised that same year. But the
mergers effected were in the main nothing more than rescue
actions. For example, when co op Cologne-Düsseldorf took
over co-op Wuppertal to form the new co-op Rheinland,
Wuppertal brought along its debt burden of 7 million Marks
into the new co op (cf. Mause/Wyman, 1985, p. 132).
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In criticism of this development, Bak labelled such mergers as
symptoms of “fusionitis”, thus suggesting that not all of them
were necessary but rather some form of sickness. In some
cases they even prevented a possible positive development of
independent co-operatives and in effect resulted in nothing
more than a transfer of capital assets to the taking-over cooperative whilst at the same time leaving a consumer cooperative desert in the former territory of the co-operative
which was taken over (cf. Bak, 1987, p. 6).
But the objective with co op Zentrale AG was not just that of
establishing a top management body. It should also function
as group spearhead. In cases where it appeared to be expedient or in the interest of the regions, subsidiary companies in which co op Zentrale AG would have a majority holding were to be set up. Admittedly the establishing of such companies would be subject to the autonomous approval of the
consumer co-operatives. But just to what extent an enterprise
with its profitability at risk, or which is financially weak is
still in a position to take autonomous decisions is another
question (cf. Hasselmann, 1984, p. 90). And yet without this
interlocking of retail trading, central financing, and guidance
function it seems unlikely that many of the consumer cooperatives would have been able to stand their ground in the
retail trade. Whilst in 1960 equity capital still counted for
about one third of the consumer co-operatives’ working capital, by 1973 it provided only 19 per cent. The main reason for
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this decline is to be seen in a steadily tightening squeeze on
profit margins against the background of a retail market in
which competition was becoming increasingly fiercer.
re c) One of the main objectives of turning into the AG form was to
enable an amassing of capital. However, the plan to attract
capital to the converted business centre, and to offer it to the
local consumer co-operatives for investment ventures failed
because the losses which the business centre had been running up beforehand increased even more after it was turned
into an AG. In 1974 these losses amounted to 100 million
Marks (cf. Schultz, 1978, p. 263).
re d) An attempt was made to integrate the trading activities of the
co op group as a whole i.e. to regulate trading and as far as
possible to ensure uniformity regarding product range structures and shop displays - taking into account the goods
produced by the centrally-managed own industries. However,
in view of the serious problems which the central co-operative
was having with profitability, many of the consumer cooperatives suspected that the proposed integration was in
reality an instrument to liberate the central co-operative from
the consequences of its own economic inefficiency (cf. Brambosch, 1985, p. 140). Suspicion and unwillingness characterised the attitude of the consumer co-operatives towards the
central co-operative when it came to the question of the
necessity to provide sales outlets for products of own manufacture through the consumer co-operative shops. And this was
particularly so when directly comparable or similar products
were available from other suppliers at lower prices.
The year 1973 saw the first big wave of consumer co-operatives
turning into co op limited liability companies. All incentive to
become a member of the co op - and thus invest capital - had long
since gone with the introduction of the net price system and government taxation of dividends on shares. ASKO in the Saar was the first
to go. Its example was followed at varying intervals by a number of
others: Berlin, Wuppertal-Cologne, Bischofsheim-Frankfurt,
Stuttgart, PRO in Hamburg, Bielefeld, Bremen, and
Wilhelmshaven. However, it was certainly not just the switch to a
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new legal form which would guarantee positive future development
for these enterprises. Other criteria were decisive in this respect,
namely changes in the company management and in the organisation. The turning into an AG was not by itself a substitute for a
business strategy (cf. Bak, 1987, p. 6).
Rather a curious situation arose in connexion with these changes.
It transpired that more than a third of the members whose names
were recorded on the membership files could not be contacted. It
would appear that these members - or their legal heirs - had not
taken the trouble to inform their consumer co-operative of a change
in address, or of a member’s death, etc.
Many of the members who could be contacted were confused by the
exchange offer -a registered share in return for an old co-op membership share. A typical reaction was: “I want nothing to do with shares,
all my life I have had nothing to do with them,” and “I’m not going
to pay anything either.”There are cases on record of shares being
torn up and thrown away by recipients who were ignorant as to their
nature and value. Consequently quite a number of dividend coupons
were not cashed in. (cf. Süddeutsche Zeitung No. 271 dated
24.11.1988, p. 31).
There were many other members who were not prepared to go
along with the change. For example, of the 240,000 or so members
of the Hamburg consumer co-operative, PRO, only 110,000 finally
became shareholders in the new limited company. And even this
number was soon to fall below the 100,000 level. From 1973 onwards
the membership figures shown in the statistics lost their earlier
significance. It came to a situation where there was a confusion of
members and shareholders. But even then the statistics showed a
marked decline in membership strengths. Compared with the 1961
peak level, the number of members had been halved by the mid
1970’s (cf. Table 10).
An analysis of the economic development of the consumer cooperatives compared with that of the economy as whole up to 1974
reveals quite clearly that the consumer co-operatives were finding it
difficult to keep pace with their competitors. By 1974 the consumer
co-operatives had expanded their sales space by 350 per cent com201
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pared to what it had been in 1960. This figure contrasts with one of
832 per cent for the retail trade as a whole. Over this same period the
consumer co-operatives managed to increase their annual turnover
by 247 per cent. But the corresponding figure for the trade as a whole
was 707 per cent. The fact that despite this trend the consumer cooperatives were able to maintain their share of the retail grocery
trade market (1970 = 8.6 per cent, 1972 = 8.4 per cent) and even to
achieve an increase (1974 = 9.5 per cent) is largely accounted for by
the fact that central financing was used to buy out private traders in
the retail grocery trade.

not disguise the fact that co-op Zentrale AG was running up ever
increasing losses.

The following figures for the years 1973 and 1974 illustrate just
how serious the competitive threat had become to the consumer cooperatives;
Table 21:
ACCUMULATION OF LOSSES IN THE CO OP GROUP
1973/74

Accrued losses
1. In Northern Germany
2. In Western Germany
3. In Southern Germany

24,4 million DM
7,5 million DM
54,7 million DM

Total

86,6 million DM

Source: Paulig, 1974, p. 2

These losses amounting to 86.6 million Marks compared with
members’ paid up capital of only about 52 million Marks. An erosion
of substance had already begun.

Both the wholesale purchasing centre and the majority of the
consumer co-operatives were running at a loss, and could only make
their books balance by selling capital assets (e.g. real estate with a
low book value but a high market value) ... Effectively the point had
been reached at which “the economic collapse of the co op group as
such - although not necessary for some individual members - was
complete” (Otto, 1984) ... From 1974 onwards the course was set
upon the creation of a general interest co-op group. The entirety of
all consumers should be supported by the public economy.
This idea originally came from the “Bank für Gemeinwirtschaft”
once it became apparent that the consumer co-operatives’ ability to
repay the considerable sums borrowed from the bank was no longer
assured. It was publicly admitted that the total debt amounted to
more than 600 million Marks. Managers from the “Bank für Gemeinwirtschaft” also took charge of consumer co-operative affairs
for the duration of the transformation process. Later, however, it
was agreed that trained managers from the trade should be given
the greater part of the responsibility for guiding the integration
process.
Indeed the new start promised by the co-op sector actually hired
some managers from private trade and industry into the co-op group.
Nevertheless most of the managers seem to have been recruited
from the labour unions and the SPD (the Social Democratic Party).
(cf. Der Spiegel 20/1988 p.118)

The once so successful wholesale purchasing centre for the consumer co-operatives, GEG, which had been turned into co op Zentral
AG, had meanwhile also become a business headache for the group
as a whole.In 1970 GEG presented a negative balance sheet for the
year 1969 (showing a loss of 20.2 million Marks). Although it was
possible to cover trading losses between 1971 and 1973 by drawing
on reserve capital and extraordinary income sources, even this could
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DEVELOPMENT OF THE CO OP GROUP SINCE 1975

The Consumer Co-operatives in Germany
Table 22:
STRUCTURAL DATA OF THE CO OP GROUP 1975-1987

3.1.

TRANSFORMATION INTO LIMITED COMPANIES
(AG)

In view of the economic plight of the co-op group, and also the fact
that the “Bank für Gemeinwirtschaft” had to be called in to launch
a rescue operation, it was decided that an attempt should be made
to turn a combine of all consumer co-operatives into a public
corporation. This new corporation would explicitly promote the
interests of all consumers in general. The notion of representing
members’ interests was abandoned. As far as the members of the cooperatives were concerned this meant the beginning of the road to
part-ownership, decision-taking from the top downwards, and an
amalgamation of co-operative and general interest business philosophies.
In an initial phase all consumer co-operatives were to be merged
to form three big units (North/West/South), then turned into AG
form, and then finally affiliated to the new publicly-owned corporation which was still to be formed. This then was to be the end of the
consumer co-operative movement after having been in existence for
some 120 years. However, as it happened, developments did not take
quite the same course. The consumer co-operative movement began
to disintegrate instead of concentrating into three big groups. A
holding company - namely co op Zentrale AG - was founded in 1974
for the purpose of the combining operation. The wholesale purchasing society which had been trading under this title since 1972 was
given a new name i.e. co op Handels- und Produktions-AG. With the
object of preventing individual consumer co-operatives with their
conflicting interests from gaining an influence, the consumer cooperatives themselves were not shareholders in the new AG - which
was 50 per cent owned by BdK, and 25 per cent owned by “Bank für
Gemeinwirtschaft”. A novel feature was the participation of two
foreign co-operative movements, namely from Scandinavia who
together held a 10 per cent share. At this difficult time when equity
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Year

1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987

No. of coops

86
82
71
67
56
55
47
46
44
40
37
36
32

No. of
No. of shops
members
( absolute) % differenin
ce to year
thousands
previous
1,463,8
1,176,3
1,087,0
1,087,0
1,087,0
665,0
665,0
665,0
650,0
650,0
650,0
650,0
650,0

3,950
3,772
3,670
3,583
3,561
3,581
3,660
3,389
3,264
3,142
3,066
2,992
3,318

- 4.5
- 2.7
- 2.4
- 0.6
+ 0.5
+ 2.2
- 7.4
- 3.7
- 3.7
- 2.4
- 2.4
+ 10.9

Turnover
Million
DM

% difference to year
previous

8,630,4
9,424,4
10,120,0
11,124,4
12,800,0
14,080,0
15,200,0
13,792,0
14,014,0
14,174,0
14,178,0
14,127,0
14,500,0

+ 9.2
+ 7.4
+ 9.9
+ 15.0
+ 10.0
+ 8.0
- 9.3
- 1.6
+ 1.1
+ 0.02
- 0.3
+ 2.6

Source: DG Bank Die Genossenschaften in der BRD

capital was being drained off, profitability was poor, and the group
image tarnished, this foreign capital was welcome. This new organisation had the following objectives (cf. Tietz, 1983, p. 827):
1) the creation of a private company by means of a regional concentration, turning the consumer co-operatives into AG’s and the
establishment of a group by setting up subsidiary relationships.
2) the ensuring of profitability and a basis for expansion
3) the stabilisation of the co op common policy.
The full integration of the co-op enterprises into the co-op Zentrale
AG depended on the turning of the co-operatives into private limited
companies since it was not permissible to have majority holding in
co-operatives. This transformation process had already started in
1979.
The regionalisation process was meanwhile also at an advanced
stage. Already by the year 1975 the eleven biggest regional co-op
units were accounting for more than 70 per cent of the total co op
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group turnover. Seven of these big units were each achieving annual
turnovers of more than one billion Marks. Five of these big seven had
already changed their legal form. They were now AG’s. Those of their
members who had not elected to be bought out had become shareholders. Three of the top seven had already gone over into co op
Zentrale AG with the majority of their share capital. The holding
company acquired a controlling interest in the new AG’s either by
taking over the shares which the former co-operative members did
not wish to retain, or, failing this there would be an issue of further
capital in which the shareholders would be denied subscription
privilege and the holding company given preference.

Since 1974 consumer co-operatives, trading companies, and general interest undertakings had been existing side by side within the
co op group.

The success of the concentration process depended, however, to a
large extent on the economic situation of the co-operative concerned.
Economically sound and successful co-operatives usually did not
want to give up their independence. Also the role of the elected
boards was decisive. When the board of a local co-operative did not
want to participate in the reorganisation plan (or wanted to play for
time) because it was unwilling to give up part of its hitherto
unlimited authority, they had essentially two possibilities:
Either they declined to change the legal status of the co-operative
to that of a limited company (AG). Two of the seven biggest regional
co-operatives chose that decision: co-op Dortmund and co-op Schleswig-Holstein. They are even today registered co-operatives.
The other possibility was to change over to the status of AG but to
create immediately an arrangement that would make it impossible
for the central holding company to gain a majority. This path was
chosen by PRO (Hamburg) , ASKO (Saarbrücken), AVA (Bielefeld),
NVA (Wilhelmshaven) (cf. Schultz 1978, p. 265). When PRO turned
into a limited company it was made part of the statute that nobody
could acquire more than one thousandth of its share capital. Nevertheless PRO and NVA became part of the central co-op group in the
1980’s. ASKO and AVA, however, have officially severed their ties
with the co-op group in 1982. ASKO has become a member of the
REWE retailers’ co-operative gruop, AVA has joined EDEKA, an
equivalent organisation.
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As the holding company grew in size, so did its problems. Whilst
it is true that in 1976 some 40 per cent of the co op retail turnover was
realised within the new co op trading group, and that by 1980 this
figure had reached 45 per cent, many of the affiliated co op enterprises were floundering and had accrued losses. To finance the
consolidation programme the “Bank für Gemeinwirtschaft” pumped
at total of 85 million Marks into co op Zentrale AG between 1976 and
1977 in the form of interest-free loans (cf. Tietz, 1983, p. 872). In fact
the existence of the company could only be assured by a continuous
flow of capital pumped in by the trade unions’ bank. The increases
which the “Bank für Gemeinwirtschaft” and foreign co-operative
organisations made to co op Zentrale AG stock capital were also
considerable. In 1980 the dispersion of stock ownership was as
follows:
-

38.3 per cent “Beteiligungsgesellschaft für Gemeinwirtschaft
37 per cent “co op GmbH für Handelsbeteiligungen” (mainly
comprising Swiss co-operative organisations)
24.7 per cent “Skandinavia GmbH für Handelsbeteiligungen”

(cf. Tietz, 1983, p. 872). The remaining share capital was put up by
BdK - which had been reactivated specially for this purpose - and the
“Revisionsverband Deutscher Konsumgenossenschaften.” The consumer co-operatives themselves did not hold any shares in the
holding company and thus any conflict of interests from this source
was ruled out.
This process of regrouping was also fraught with organisational
problems (cf. Brambosch, 1985, p. 190 et seq.):
-

it meant that a series of meanwhile near-bankrupt consumer cooperatives - widely differing from one another in organic structure, internal organisation and management methods, shop network structure, and administration size - had to be incorporated
into an efficient and uniform retail trading group.
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-

-

it meant that board members and employees in senior positions
in these co-operatives would have to be given suitably senior
appointments in the new group.
in meant that these ex-board members etc., would have to
accustom themselves to new tasks within the group which would
amount in the main to no more than checking lists drawn up by
junior staff. In other words, they would be far removed from day
to day market events in the regional centres. Their new duties
would entail the use of modern management methods for planning, coordination, and progress monitoring.

The holding company continued to expand during the second half
of the ‘seventies even though the still remaining consumer cooperatives were performing quite satisfactorily and even managed
to increase their market shares. The organisational advantages
hoped for from the new regrouping were actually realised at this
initial stage. In 1980 co op Zentrale AG returned a profit for the first
time in its existence. As far back as 1976 the co op group had been
showing an above average turnover development which led to an
increase of its market share from 8.4 per cent to 8.7 per cent in the
retail groceries market. Taken overall, the co-op group share in the
retail groceries market increased from 8.7 per cent in 1976 to 9.5 per
cent by 1980 whilst for retail sales as a whole it increased from 3.1
per cent to 3.5 per cent.
In the second half of the ‘seventies the co op group emerged as the
biggest initiator of self-service department stores and supermarkets. Co op Zentrale saw one of its priority tasks in shaping the
distribution system into one characterised by consumer habits:
-

-

the shopping centre where the accent is on freshness and which
offer a choice of qualities and products i.e. easily accessible
supermarkets, city-supermarkets, etc.,
the self-service department store which had already established
itself well under the Plaza name
the low-price but guaranteed quality shop where all possible has
been done to reduce distribution overheads to a necessary minimum.
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The group later expanded its activities into specialised markets mainly in the do-it-yourself and building sectors.
Where did the consumer, the former co-operative member, stand
in the wake of all this interlocking of stock ownership ? Those
members who became shareholders as a result of the changes were,
of course, given co-determination rights - although in a different
form. They also received a share of the profits in the form of
dividends on shares. However, these dividends were now paid in
proportion to the shareholder’s capital participation and the former
co-operative members had only a minority shareholding. Abandonment of the co-operative structures was a precondition for the
conversion of the legal form into that of AG (= limited liability
company) and the opening up to the capital market.
In 1981 these minority holdings were consolidated in a newly
founded “Zentrale Verbraucher-Beteiligungs-AG”, which in turn
had a capital interest in co op AG. Thus the property of which the cooperative members had formerly been co-owners was now reduced
to a 10 per cent shareholding in an AG. The erstwhile goal of putting
co-operative principles into effect in the AG’s had not been achieved.
3.2. INTEGRATION INTO CO OP AG
Until 1980 the co op group was made up of legally unaffiliated
companies (cf. Fig. 2).
Once the results for the year 1980 had indicated that the co op
group was on the way to recovery, the supervisory board decided to
continue with the integration into a corporate group since it was now
clear which co-operative societies and regions could be permanently
integrated under the group wing.
The holding company with legally unaffiliated companies was to
be turned into a powerful retail trading group. The idea was a
national co op group which be powerful enough to challenge even the
biggest of competitors in its own fields.
In 1981 co op Zentrale AG was renamed co op AG. At the same
time, the group with unaffiliated companies was turned into a
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Fig. 2:
STRUCTURE OF THE CO OP GROUP FROM 1974-1980
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multiple chain group operating on a lease contract basis. The lease
terms were as follows (cf. Tietz, 1983, p. 873):
co op AG
-

-

takes on lease all undeveloped and ready developed building
sites, and also the entire plant and equipment as well as store
equipment belonging to a company.
purchases all that company’s inventory and fixtures at balance
sheet value.
succeeds to all that company’s contractual rights and obligations

Consequently the co op regions lost their legal independence but
still retained full responsibility for business developments in their
own territories. However, all their investment planning was subject
to co op AG approval, and had to be in line with the general planning
concept.
These regional affiliated-corporate enterprises with their shareholders became part of co op AG by a process of gradual integration.
By this means co op AG became the biggest enterprise within the co
op group, and by 1987 had become the second biggest trading group
in West Germany.

Source: Annual Report co op Zentrale AG 1979

210

Starting 1985, co op AG set off on an expansion course, but had to
rely on a number of bank loans to finance its assault on the
specialised markets. At the same time the group as such lost all
transparency; strategically important tasks were being entrusted to
companies outside the group on behalf of co op AG (e.g. the renting
of the shops) and this was costing the group increasing sums of
money. Indeed, when taken in relation to turnover, expenditure on
rents was two percentage points higher than usual for the branch
whilst the interest charges themselves were one percentage point
higher than competitors’ rates (cf. Fressl, 1988, p. 29). Yet despite
this co op AG had been returning increasing profits since the 80’s. An
explanation was found for this by the Office for the Control and
Supervision of Cartels: during the course of an investigation officials
from this office discovered that the trading group had not been
exploiting its size and purchasing power to obtain the best possible
terms. In the meantime co op AG had caught up in this respect (cf.
Fressl, 1988, p. 29).
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It goes without saying that the co op AG expansion during the
‘eighties would not have been possible without heavy initial capital
investments continuously followed up by reinforcing. By the year
1984 the equity holding had been increased from 150 million to 375
million Marks, increasing to 410 million Marks in 1987. In 1986 this
equity capital was accounted for as follows:

slump in group turnover from 10.34 billion (1985) to 10.08 billion
Marks (1986) at a time when the group’s annual surplus had
ostensibly increased sharply from 35 (1984) to 104 million Marks
(1986). At the same time co op AG’s total debt to the banks had leapt
from 433 to 800 million Marks within the space of a single year.
Interest payments had kept pace, rising as they did from 84 to 137
million Marks (cf. “der Spiegel” dated 12.10.1987, p. 146).

22
per cent from co op Gesellschaft für Handelsbeteiligungen
14.6 per cent from Verwaltungsgesellschaft für Stiftungsvermögen
13.6 per cent from BdK-Beteiligunsverwaltungsgesellschaft
11.4 per cent from Skandinavia Gesellschaft für Handelsbeteiligungen
25.6 per cent from foreign banks and other investors
12.8 per cent independent shareholders.
Whilst no indication of company ownership is given here, it is
known that Bdk Beteiligungsverwaltungsgesellschaft, co op Gesellschaft für Handelsbeteiligungen, Skandinavia Gesellschaft, and
Verwaltungsgesellschaft für Stiftungsvermögen were holding their
60 per cent share in co op AG by virtue of bank loans only (cf. Fressl,
1988, p. 29). The actual ownership structure was only revealed in
1989: via letterbox-companies the managers of co-op AG had by 1986
succeeded to actually buy up the majority of shares: “the company
was owned by itself” (cf. Frankfurter Allgemeine Zeitung May
19,1989, p.14).
Increasing capital stock proved to be a tricky venture also. In 1985
“Bank für Gemeinwirtschaft” gave up its financial interest in co op
AG. It was expected that the Frankfurt-based DG Bank, spearhead
of the Raiffeisen banks, would buy out the trade union interest and
then place this share packet on the stock exchange. However, only
hours before the shareholders’ meeting DG Bank withdrew its offer.
It is believed that because of the structural changes in progress at
that time DG Bank advised co op AG to wait until 1988 before going
ahead with the deal. This would give co op AG time to prepare up to
date figures (1987) for presentation to the interested public (cf.
“Handelsblatt” dated 13.08.1987). The press reacted critically to the
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BdK stepped in at short notice in place of the no longer interested
DG Bank. With a loan taken from the Dutch Amro-Bank, BdK took
over the trade union shareholding for just under 200 million Marks.
The unions thus gave up their share in Co-op AG.
Since the management of co-op AG starting from 1986 actually
controlled the shares of its own company and did not have to report
to any major shareholder, Bernd Otto (presently “exiled” in South
Africa) and his staff were able to use the firm as they pleased.
In spite of all this, the Swiss Bank Corporation still succeeded in
placing a substantial parcel of co op shares on the German stock
exchange just before the crash in 1987. But the press still persisted
with questions regarding the trading group’s intransparent interlockings both at home and abroad, regarding its high degree of
indebtedness, and regarding its true ownership. In November 1988
Swiss Bank Corporation suspended the quotation of co op shares on
the stock exchange. The reason given for this was that the background information on the enterprise was confused. Now the banks
were blamed for this co op crisis which was no longer a secret. It was
the banks who financed the expansion course in the first place and
then again who were too early in passing on part of the risk to the
stock exchange.
The real culprits were announced in May 1989: It became clear
that co op AG’s management led by Bernd Otto, a former close
collaborator of the president of West Germany’s union federation
DGB had created the illusion of a stable and expansive enterprise
via an international system of fraudulent legal constructions. The
balance sheets had been falsified for years. This big enterprise was
built on an extremely little capital base and has operated without
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any of the necessary controls. (cf. Friderichs, p. 6) Debts seem to
amount to 5 to 6 billion Marks. Firms in foreign countries seem to
have been founded mainly in order to create property for the
managers (cf. Der Spiegel 20/1989, p. 126). Co op AG was actually
bankrupt, ruined by managers who cared much less about the wellbeing of their company and its employees than about their own
fortunes.
Salvation was seen in a conversion of the bank loans into liable
assets.Four foreign banks - Swiss Bank Corporation, Amro Bank,
Security Pacific National bank, and the Svenska Handelsbanken
would have to take over co op AG and invest a further 1 - 2 billion
Marks. Actual bankruptcy procedures would have meant the dismantling of the whole operation. The assets would have to be sold at
ridiculously low prices to competitors. Many small suppliers might
be ruined because they would be unable to recover the credits
extended and lose an important customer. This would mean sizeable
losses of employment, added of course to those at the co op AG itself
(cf. Friderichs 1989, p. 9) The latest bulletins speak the following
language. The weak spot of the group is supposed to be the cost
structure. A reorganisation of the whole operation with a functional
convention of all its central departments is now envisaged to tackle
this problem. The employees which have been demotivated by
deficiencies in leadership and the current discussion with its negative overtones must be activated - there have to be quick signals for
new and effective action in terms of costs and profitability (see der
Verbraucher 5/89, p. 2). Prerequisites of a turnabout in profitability
will be
-

-

a better cost structure (important concessions on the part of the
unions are expected) by a cash management
a better marketing structure that is fully adapted to the wishes
of the consumer. In this context shops closures are to be expected,
leadership will be specific to the shops type, adequate marketing
and public relations activities are to be undertaken.
The assortment of goods has offered must be reviewed in the
sense of a better coordination between purchasing and marketing departments. It is announced that the group should be able
to make profits again within 3 years. In order to reach this aim

214

The Consumer Co-operatives in Germany
today’s 1.7 million square meters of sales space has to be cut back
to 1.5 million and sales per square meter have to rise by 20 per
cent.
3.3.

THE DUALISTIC ASPECT IS RETAINED

The structure of the co op group remained dualistic up until this
present day. Alongside the co-operative forms which became public
interest there were - and still are - consumer co-operatives which had
little difficulty in adapting to changing conditions. These co-operatives showed themselves to more than able to survive in the face of
fiercer competition. They actually even gained more ground. Apart
from the big societies
co op Dortmund
co op Schleswig-Holstein
co op Nordbayern Genossenschaft
with turnovers of between 436 million and 2 billion Marks there are
some medium-sized units with annual turnovers between 30 and
300 million Marks (e.g. co op Ulm, Aachen, Minden). But most of the
surviving consumer co-operatives are small societies, often only
with a single shop and an annual turnover of less than 10 million
Marks. Nowadays such co-operatives are only to be found in structurally weak (e.g. mountainous) regions associated with low purchasing power, and where consequently the retail distributors working
on a large scale are to be found only in relatively important centres.
The Bad Marienberg model can be taken as an example of one such
simply organised local co-operative presence. In this case the cooperative signs up contracts with shop managers - or more often,
with shop manageresses - of small shops in the 20 to 50 square metre
size bracket (known as ”Stubenläden”). Usually the shop manageress will be looking after her own household and children in addition
to the shop. These shops are actually just separate rooms inside the
managing families’ own houses. Remuneration for the shop managers is paid on the basis of the turnover. These ”Stubenläden” are kept
supplied by the co-operative - which also operates a number of
conventional type supermarkets. Obviously the range of products on
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sale in the ”Stubenläden” is restricted. However, their customers
can nevertheless obtain any product from the co op ranges by preordering. A further advantage is to be seen in the generally easy
going attitude of the shopkeepers towards opening hours. This
model may well be more widely copied in structurally weak areas in
future.

consumer co-operatives. There is little for the customers to gain by
becoming members. The success of these consumer co-operatives is
attributable purely to the economic efficiency of the local management as well as to the virtual abolition of the honorary element in the
organisation.

In addition to these , there have been a number of new openings
of (alternative type) consumer co-operatives in recent years. Most of
these are bio-dynamic co-operatives which are in turn mostly a
mixture of productive and consumer co-operatives. Their continued
existence is very much dependent upon their ability to attract a
permanent influx of active members. But even then, not too excessive importance should be attached to this new type of co-operative
since there are already more privately-owned bio-dynamic shops in
existence than there are new co-operatives of this type.
Member orientation on a co-operative basis varies considerably.
Following the reform of the corporation tax law in 1977 and thus the
removal of the tax disadvantages which the paying out of dividends
had entailed, most of the still existing co-operatives adopted the
system of paying dividends to members on the basis of the number
of shares held (e.g. co op Schleswig-Holstein, Aachen, Minden).
(Prior to this revision of the corporation tax law the co-operatives
were taxed at a standard rate of 49 per cent whereas in the case of
corporate enterprises share dividends were subject to only 15 per
cent tax). This system of paying interest on shares may be popular
with the members but it works out to be highly costly for the cooperative. Even allowing for the prospects of high dividends which
would favourably influence the quotation rates for new issues, the
co-operative would not be able to commit the high paid–in surpluses
to the reserves tax–free (cf. Bak, 1987,p. 8). And yet even this
attractive interest rate was not sufficient inducement to become a
member of the co-operative. The membership figures stagnated and
in some cases even declined (cf. Bak, 1987, p. 12).
Member orientation was reduced to a kind of corporate enterprise
of members independent from the concrete relationships of individual members to the co-operative. Members and customers alike
benefit from the convenient location and favourable prices of these
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Co op Dortmund-Kassel presents quite a different picture. With
480,000 members it is the biggest consumer co-operative in Germany and towers above other members within the co op group. During
the course of the past ten years this co-operative succeeded in
attracting 190,000 new members - of which 160,000 joined during
the ‘eighties alone. Meanwhile every second family in the area
served by this co op is a member. Co op Dortmund-Kassel now
controls a 14,2 per cent share of the retail groceries market in its
area.
Founded in the year 1902, co op Dortmund-Kassel is the only
consumer co-operative which has steadfastly paid out dividends to
its members from the very beginning onwards - for 1988 the dividend
was 1.5 per cent - as well as retaining a number of other beneficial
services to members. The Dortmund model functions on the basis of
quality, choice, and value for money (cf. Willems, 1987). And since it
is in members’ interests that this status quo be maintained, they are
also interested in supporting the principles of the business policy.
Apart from offering material advantages to its members, co op
Dortmund-Kassel inspires their confidence in its policy.
This confidence manifests itself in an attitude having clearly
definable conditions and content attributable to the interests of the
member families. These needs associated with the family are not
only economic in nature. Indeed their parallels can be seen in the
pattern of behaviour and desires in the man-society-cultural relationship as a whole. What is by far the main motive for becoming a
member and purchasing goods from the co-operative today was only
a secondary consideration when co-operatives were initially founded. The family and its special wishes, its life and its problems
nowadays are a bigger consideration than they once were. The life
style of the members meanwhile embodies the transformed value
hierarchy of modern man - the need for communication, experience,
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Table 23:
DEVELOPMENT OF CO OP DORTMUND-KASSEL
Fiscal Year Membership No. of shops

Turnover

Dividend

Manning
level

19021)
349
1
40,963
1,529
2
1903
828
2
158,397
6,516
5
19042)
1,177
3
150,739
7,043
11
1904/05
1,646
4
417,150
20,601
15
1905/06
3,004
7
652,132
35,616
29
1906/07
3,552
12
958,511
53,580
44
1907/08
5,064
14
1,314,494
78,942
56
1908/09
6,852
21
1,899,112
116,835
88
1909/10
9,483
32
2,500,403
156,746
111
1910/11
10,416
34
3,046,358
181,252
141
1911/12
12,913
40
3,685,622
221,009
186
1912/13
14,180
49
4,646,544
284,377
244
1913/14
17,226
57
5,573,490
349,067
295
1914/15
22,685
61
6,292,274
384,208
283
1915/16
26,420
61
7,047,730
298,744
258
1916/17
30,538
62
7,074,267
272,583
294
1917/18
31,068
65
7,934,504
304,679
296
1918/19
32,834
65
11,254,518
324,020
375
1919 until 1923 inflation
1924/25
39,525
108
9,179,145
367,133
589
1925/26
44,679
111
10,939,517
437,580
606
1926/27
28,576
112
12,513,954
625,698
652
1927/28
34,334
123
14,937,710
746,886
752
1928/29
35,743
132
16,233,853
811,692
817
1929/30
42,100
145
18,639,786
1,118,386
915
1930/31
45,857
148
18,114,726
1,086,884
888
1931/32
45,106
151
14,122,490
706,125
813
1932/33
38,380
150
11,080,201
554,010
740
1933/34
38,311
149
10,323,164
416,493
704
1934/35
41,491
201
11,037,716
305,999
876
1935/36
43,398
199
12,843,127
351,103
890
1936/37
43,979
198
14,429,580
400,170
945
1937738
44,488
199
15,258,568
424,196
1,002
1938/39
45,981
200
16,429,771
459,334
1,034
1939/40
46,721
200
16,082,602
438,651
1,034
1940/41
47,157
199
17,045,810
464,711
1,095
1942-1946 Gemeinschaftswerk Versorgungsring Dortmund-Hamm GmbH
1947
42,225
181
21,200,590
440,900
1,098
1948
48,638
188
31,646,262
380,000
1,249
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1949
62,585
1950
81,193
1951
98,482
1952
110,070
1953
117,831
1954
113,340
1955
117,678
1956
122,684
1957
123,193
1958
132,390
1959
141,667
1960
142,893
1961
150,292
1962
202,761
1963
196,959
1964
185,510
1965
192,255
1966
198,104
1967
205,378
1968
220,991
1969
235,293
1970
241,962
1971
248,113
1972
254,274
1973
260,549
1974
267,856
1975
274,858
1976
283,116
1977
293,267
1978
289,499
1979
304,589
1980
321,680
1981
338,542
1982
356,429
1983
374,710
1984
394,907
1985
410,960
1986
460,941
1987
470,068
1988
480,276
1) 7 1/2 months
2) 6 months

195
209
231
238
251
267
291
304
317
327
333
335
328
402
358
329
309
303
273
258
248
234
227
223
223
219
221
221
223
222
226
233
239
251
257
266
264
271
352
360

38,604,972
45,060,469
61,159,140
78,200,567
88,500,940
111,896,795
124,154,492
135,977,997
148,927,023
165,067,937
183,168,286
200,280,500
213,391,175
237,522,492
236,303,895
243,518,853
267,362,728
269,456,491
296,164,047
330,824,210
348,680,113
399,085,690
439,172,788
477,840,769
534,081,653
586,293,816
694,341,604
812,569,010
919,403,504
1,038,409,216
1,163,560,544
1,348,311,380
1,523,520,750
1,678,066,680
1,819,980,674
1,965,189,325
2,056,768,866
2,083,945,519
2,268,334,518
2,413,715,172

1,024,000
1,600,000
2,900,000
4,777,500
5,900,000
5,790,000
3,400,000
3,850,000
4,200,000
4,700,000
5,200,000
5,700,000
6,200,000
6,900,000
6,300,000
6,500,000
6,900,000
6,900,000
7,450,000
8,500,000
8,750,000
9,400,000
9,750,000
10,250,000
11,658,000
12,874,600
14,000,000
15,300,000
16,750,000
18,850,000
21,250,000
24,200,000
26,600,000
27,500,000
28,085,000
25,100,000
19,400,000
19,450,000
19,100,000
19,500,000

1,407
1,698
1,934
2,124
2,369
2,885
3,435
3,617
3,874
4,055
4,106
4,018
3,878
4,062
3,658
3,584
3,617
3,533
3,635
3,782
3,897
4,032
4,192
4,105
4,165
4,387
4,703
4,807
5,073
5,368
5,834
6,463
6,901
7,301
7,711
8,194
8,226
8,165
9,478
10,030
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and information (cf. Peters/Sallfeld, 1987, p. 11). Accordingly, nonmaterial values determine whether one is in touch with the members or not.

loan or equity capital in addition to the offering of participation
certificates. Namely that of turning sub-sections (e.g. affiliated
companies operated by the co-operative) into limited companies i.e.
AG form (cf. Bak, 1987, p. 10). Bak himself regards the idea of cooperatives resorting to the capital market - whether by offering
participation certificates or by founding a limited company subsidiary - not only as acceptable but even as essential when it is a matter
of assuring a future for the consumer co-operatives (cf. Bak, 1987, p.
10).

In addition to offering material advantages, such as the dividend
and fair prices, co op Dortmund-Kassel promotes contact with
members by offering services which meet domestic and family
needs, this being a special feature of the co-op’s extensive structure.
The advisory and agency and intermediary service at co op Dortmund-Kassel has meanwhile become institutionalised and is organised as an integral part of co-operative practice (cf. co op Dortmund
Annual Report 1986, p. 10). As long as everything at the point of sale
is functioning as it should, there is a chance for a feeling of solidarity
on the part of the members towards their consumer co-operative. At
the other end the co-operative management board has a keen eye for
new trends which may be indicative of future changes. By this means
they are in a position to exploit such changes and remain in control
of the future situation. For example this means that they are able to
recognize newly emerging worries and problems which will affect
the life situations of their members in the future (cf. Peters/Saalfeld,
1987, p. 13). Promoting good relations with the members is a matter
of high priority at co op Dortmund-Kassel. The fact that this policy
is paying dividends can be seen in the growing membership. For
more than seventy years a co-operative secretariate has been successfully engaged in providing member and public relations services
(cf. Blum, 1986, p. 32). Manned by four full-time co-operative
secretaries, this secretariate has assumed responsibility for good
relations with the members, public relations, arranging events and
excursions, and providing a members’ information service. This was
taken into account since the Annual Report for 1986.
Co op Dortmund-Kassel has also broken new ground in its methods of raising capital. As a well-managed enterprise it offered 1986
participation certificates to the total value of 30 million Marks for
subscription. In view of their attractive interest rate (8 per cent)they
were very soon oversubscribed.
The co-operative auditors - “Revisionsverband deutscher Konsumgenossenschaften” - recommended a further method for raising
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3.4.

SUMMARY

The development of the consumer co-operatives after 1945 can be
characterised by two major trends:
1) overestimation of the idealistic attraction of the co-operative
philosophy
2) fossilisation of the structures as a result of a determination on the
part of local and regional co-operatives to retain their autonomy.
Together these trends led almost to the complete collapse of the
consumer co-operative movement in West Germany.
re 1) the strategies which led the consumer co-operatives to success
from the time of their foundation until into the first quarter of
this present century, had the following effects:
-

they led to an organisation which was an outsider vis a vis
the government of the day, the social structure of the day,
and the market economy of the day

-

by virtue of political, trade union and other co-operative
links the co-ops could rely on the solidarity of their members as one of the movement’s very own principles

-

by means of self-management and participation the co-ops
helped counter the pressure on working and family life and
contributed to the improvement of living conditions
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These aspects were taken over unchanged into a society which
had meanwhile undergone major upheavals politically, commercially, and socially. But the co-operative principle as a
strategy to overcome the state of being dependent changed in
an historical context, the relatively affluent consumer family
developed other priorities than the 0ne living on a subsistence
level. The case of co op Dortmund-Kassel illustrates this very
clearly. But the German consumer co-operatives did not keep
pace with these changes. In the face of serious competition
they lost ground in the market and they also lost members.
Essentially the consumer co-operatives were not founded,
designed, or organised as market-oriented enterprises.
re 2) because of their determination to remain autonomous, the
consumer co-operatives were not willing to pool together to
overcome their problems from the very outset of the economic
crisis which befell the movement as a whole. All attempts at
unification were thwarted by built-in functional deficiencies
deliberately introduced by co-operatives determined to retain
their regional and local competences and thus to prevent
supra-regional co-operation. Despite revolutionary changes
at all levels in the retail trade, the tradition-bound consumer
co-operatives hung on to their old strategies. Only when a new
generation of managers came to power at a difficult phase in
the group history it seemed possible - for a short time to set the
near-bankrupt societies back on the right road. This was
achieved with financial support from that sector of the German economy - the public sector - which the consumer cooperatives themselves had once promised to reshape in their
own fashion.

The Consumer Co-operatives in Germany
Just as the dominance of the co-operative legal form ultimately became a handicap, so now control of the group by its
largest financiers the banks appeared not to be functioning
either. A power-conscious leadership had driven the intransparent group almost into bankruptcy, serving its own interests by far better than those of their employees and small
shareholders. In order to protect their loans and to avoid a
major scandal the largest creditors are trying to put the
company on a sound footing again. If it turns out to be
impossible to reduce the giant debt burden by a profitable
operation then the final blow to what was one the backbone of
the German workers’ proud co-operative sector seems to be
inevitable. (cf. Fressl, 1988, p. 29).

By 1985 nearly all the consumer co-operatives had been
turned into limited liability companies (AG’s) and been incorporated into the co op AG group. The group’s management
decided to embark on a frantic expansion course especially
after the trade unions gave up their financial interest in the
group. But by 1988 this new course had led the group with its
complex and interlocked structures into a new crisis situation.
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INTRODUCTION (1)

It is no coincidence that for decades the continental European
consumer co-operatives have regarded Sweden as their model country. It is here that they have looked for inspiration and for new ideas.
Indeed, on the score of innovation the Swedish co-operators had long
since overtaken their counterparts in Great Britain, the classical
homeland of the co-operative movement. In the years between the
wars the Swedes had broken various cartels and set up their own
highly successful central production system. Since 1945 the Swedish
consumer co-operatives have been acknowledged in their role as the
movement’s trailblazers not only in Scandinavia but increasingly
throughout Europe as a whole.
It may be that factors of other than economic significance helped
to create the initial conditions for this unique success. The relatively
late industrialisation of Sweden and also the geographical marginality of the country itself probably made it much easier not only to
establish cartels (i.e. in a narrowly restricted entrepreneurial community), but also to organise market resistance against such price
fixing agreements. Certainly Sweden’s safe distance from the center
of hostilities helped to avoid becoming embroiled in either of the two
world wars. Consequently there was no interruption in the continuity of the prewar economic and political development of that country.
Her constitutional monarchy has survived, unlike those of the
European powers defeated in World War I. Similarly, the country’s
policy of social democratic reformism, modelled on the German
example, was spared the ordeal of integration into wartime patriotism... and thus also the polarisation of the political labour movement into “right” and “left” fractions. Also, there was probably not
the same obsessive fear of Bolshevism amongst the middle classes
that was to be found in more unstable countries in the 1920’s.
At the end of World War I the consumer co-operative movement
in Finland was being torn apart into middle-class and left-wing submovements in a prelude to the civil war. At the same time a profound
split was opening up in the labour movement in France thus sowing
the seeds of the historical weakness of the co-operative movement in
232
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that country. At the same time, however, the dominant pragmatic
wing of the social democratic party gained permanent control of the
Swedish consumer co-operative movement - and soon, i.e. at beginning of the 1930’s it succeeded in achieving political hegemony in
Sweden which it has been able to cling onto right up until the present
day.
Sweden successfully exploited the situation of being in a position
to supply belligerent parties of either side during both world wars
and in doing so was able to develop her own industry. Wartime
shortages of certain goods were experienced also in the neutral
states, just as happened in other countries. This situation gave a
major impulse to the influx of new members into the consumer cooperatives as well as to the latter’s sales turnover figures. Here
again the consumer co-operatives acquired the nimbus of a fair
distributor of scarce goods who was above exploiting the seller’s
market situation. But in this case there was no “bitter aftertaste”
reminiscent, for example, of the postwar witch-hunt for collaborators in the French and Finnish consumer co-operatives. Thus,
Sweden this both ethnically and religiously very uniform country,
was able to enjoy a long period of growing prosperity and increasing
social homogeneity, which developed its deeply rooted democratic
traditions in a modern world.
Such conditions ensured a highly fertile soil for the consumer cooperatives. Where the differences between middle-class and working people are not “played upon” towards political ends, the question of shopping at the co-operative is unlikely to be taken as a
political act.Where ideological issues do not take priority over
pragmatic considerations, there is also greater readiness to accept
new technologies for the distribution of goods which otherwise
would be rejected by co-operative traditionalists. Generally speaking it may be assumed that in an ideologically relaxed atmosphere,
the “practical people” will carry more weight at co-operative management level than the “politicians”. This also explains how the “cooperative pioneering entrepreneur” type came to find its perhaps
most impressive personification in the form of KF-managing director, Albin Johansson.
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Admittedly, the consumer co-operative hegemony in the Swedish
retail trade, and also its conquest of key positions in the production
sector remained as little uncontested as the political hegemony of
the social democrats in the Swedish parliament. In both cases the
zenith of power must have been attained in the early 60’s.

The Swedish consumer co-operatives can look back on an impressive
past and are still today a powerful force. But they are currently on
the defensive and it is difficult at this present moment to tell what
they might be able to expect from the future. One thing seems clear,
however, and that is that they do not seem ready as yet for any basic
structural reforms of the type that the intensified competitive
conditions of the market would probably demand.

After the example of the consumer co-operatives, the private
traders followed suit and pooled together with the object of gaining
more strength. This was the origin of the ICA group - which in the
intervening years has succeeded in capturing the dominant share of
the retail market and has taken over as being the most dynamic
amongst the retail traders. Bureaucratisation, lack of motivation for
staff, and perhaps also too great a feeling of self-contentedness
began to spread throughout the co-operative movement in Sweden.
The big department store boom of the ‘sixties turned out to be a costly
blunder as a longer term investment. Trading figures have been
deteriorating considerably for the last fifteen to twenty years, the
less well-heeled co-operatives had to be subsidised and in some cases
merged. But the structural problems of the organisation still remain
unsolved. The powerful central authority, KF, is still the “daughter
of many mothers”. The idea of bringing together well over one
hundred primary co-operatives to form “Coop Sweden” has been
discussed many times but seems to be unrealistic in view of the
latent rivalries between KF and the big regional societies, especially
Coop Stockholm. Even in Sweden it is admitted that the democratic
basis of the members’ organisation has been weakened as a result of
a widespread apathy - particularly amongst the younger members.
It may well have been this Swedish ability to see things as they really
are which enabled KF managing director, Leif Lewin to make his
Churchillian appeal for “blood, sweat, and tears” in the co-operative
sector on the occasion of the federation congress in 1986. The fear
that the continued subsidising of permanently ailing co-operatives
may lead to a revolt on the part of the donors of this subsidy money,
and thus to a trial of strength threatening the very existence of the
federation as happened in France, was unmistakable in Lewin’s
address.
Yet however impressive this openness with which the Swedes are
prepared to discuss this question, the answer seems not too clear.
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1.

THE SWEDISH CONSUMER CO-OPERATIVES
PRIOR TO 1945

1.1.

FROM EARLY TIMES UP TO THE FIRST YEARS OF KF

consumer co-operative breakthrough around the turn of the century.
Striking in the case of Sweden is the virtual hegemony enjoyed by
the workers’ consumer co-operatives - noted for their talent for
setting up new organisations - during the period when the cooperative central organisations were created. This feature was
much less pronounced in either Denmark of Finland, for example,
where the farming-liberal element was much stronger. But the
Swedish co-operative movement, although de facto under social
democratic hegemony, has shown itself to have a great capacity for
integration with that liberal-middle-class element. Open membership and the principle of formal political neutrality have been
enormously helpful in this context. It was against this background
that Kooperativa Förbundet came into being: KF, the federation and
business organisation which at one and the same time was to become
‘supervisor and pace setter’ for the primary co-operatives, ‘equal
partner’ in discussions with political and trade union movements,
and an influential lobby vis a vis the state government. (6)

The first consumer co-operatives in Sweden were founded in the
1850’s and 1860’s, just as they were in most other European countries. A first tidal wave of new co-operatives came in the wake of the
declaration of a liberal economic system in 1864. It is reported that
more than 300 - mostly short lived - consumer co-operatives sprang
up between the years 1867 and 1869. It was not unusual for these cooperatives to be founded in conjunction with liberal-minded working-class associations for adult education. (2) Whilst this first rush
to found co-operatives had run itself out by the end of the 1870’s, new
impulses were given in the ‘eighties by what was known as the “Ring
movement”. (3) Founded by the “brandy king and social reformer”,
L. O. Smith, this latter organisation set up between 1883 and 1887
some 500 or so wholesale purchasing rings or syndicates with the
object of obtaining lower grocery prices from private traders for
syndicate members on the basis of rebate agreements. (4)
Although some of these syndicates later evolved into consumer cooperatives, most of them were even more short-lived than the earlier
liberal-inspired co-operatives. By contrast, the co-operative founding activities of the 1890’s proved to be of a more permanent nature,
and this probably because they were modelled on foreign forerunners. The influence of the British example became apparent, and
was followed mostly by middle-class social reformers, but so also was
that of a decidedly socialist workers’ consumer co-operative movement Belgian style, which had meanwhile won admirers throughout
Europe. (5)
And so in Sweden, as in so many other countries of Europe, it was
a mixture of social-liberal co-operative agitation with the organisational drive of a growing labour movement which sponsored the
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With the opening of more than 200 new consumer co-operatives
between 1886 and 1896 under the influence of social democratic
trade unionists such as Axel Danielsson in Malmö, A.C. Lindblad in
Gothenburg, and Axel Rylander in Stockholm, the question of a
common federal organisation arose. Axel Rylander, had (through H.
Branting) become familiar with the “Belgian model” with its close
interrelationships between the co-operative and the labour movement. Nevertheless he finally tended to favour the Rochdale system
of completely independent consumer co-operation. A.C. Lindblad,
noted for his highly class-conscious approach to co-operation in
Gothenburg, was more committed to the Belgian example along with
his co-operative “Fram” (“Forward”). Initially only party members
were accepted into this co-operative. In contrast to both Rylander
and Lindblad, Axel Danielsson was completely taken with the
British way, and his co-operative, “Pan”, in Malmö, was open to
everyone as its name already suggests. Consumer co-operation
British style was also favoured by the liberal agronomist, Gerhard
Halfred von Koch. On return from his 1897-98 journeys through
England he produced a pamphlet which proved to be influential in
making good publicity for the co-operatives. (7)
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When talks were held concerning the founding of the “Kooperativa Förbundet”(KF), all the above mentioned personalities from the
Swedish co-operative movement took part. During the course of
discussions prior to KF’s founding congress Lindblad succeeded in
obtaining assurance from the party leaders that the full independence of the co-operative movement would be respected. Von Koch
himself played an active rôle at the congress proper where on his
insistence no special reference was made to the “working class” in
the statutes of the new alliance. (8)

bers increased from 57 to 394 and went on to reach a culmination
point of more than 900 after the First World War.

Von Koch resigned from the Förbundet management as early as
1905 when still only 33 years old, and was succeeded as secretary to
the board by the Utopian socialist, Martin Sundell. However, his
contribution was of lasting significance. The integration of a liberal
and pragmatic element in a co-operative organisation which the vast
majority of the Swedish labour movement considered as “their own”
very probably gave the KF a significant starting advantage.
“Kooperativa Förbundet” (approx. equivalent to “Co-operative
Alliance”), founded in September 1899, initially functioned only as
a contact and information organ doubling as a public relations
centre. According to the declaration of intention embodied in the
first paragraphs of its statute it should embrace all co-operatives in
Sweden, promote their interests, and guide the development of the
co-operative movement along productive lines. This wide-sweeping
spectrum initially included the idea of agrarian co-operation and
thoughts of reforming life, the replacement of private capitalism by
co-operative communities, and even the abolition of war (by doing
away with war profiteering). The lofty long-term aims (similar to
those of the Rochdale Pioneers) ranged from von Koch’s liberal
dream of a co-operative “solution to the social question” to Sundell’s
desire for a “happy humanity”. However, in reality they soon had to
give way to more prosaic problems and goals. (9)
The first task for the alliance was that of trying to organise the
consumer co-operatives. At the founding congress only 41 co-operatives accounting for 9,000 members had been represented. Of these,
only 30 - accounting for 7,000 members - had actually joined. Early
efforts to persuade the other co-operatives to join were not too
successful. However, between 1904 and 1908 the number of mem238

Table 1:
DEVELOPMENT OF THE CONSUMER CO-OPERATIVES
AFFILIATED TO KF
Year

No. of
coops

Shops

Shops per
coop

Members
(1000)

1908
1910
1912
1914
1916
1918

394
427
524
608
792
843

360
370
490
739
1060
1332

1.0
1.0
1.0
1.3
1.4
1.6

68
74
95
119
171
214

Members Turnover
per coop in Mill. cr.
189
199
195
211
227
259

22
23
33
55
82
145

Source: Kylebäck “konsument och lantbrukskooperation i Sverige”, Kungälv 1984 p.
14.
Note: A small number of other co-operatives is sometimes included as KF members in
addition to the consumer co-operatives proper. Thus, in 1909 the total of 385 KF
members included 8 workers’ productive co-operatives (1919: 3, 1929: 0), insurance cooperatives were included as follows: 1909: 0, 1919: 4, 1929: 2. The “consumer
productive co-operatives” were included as follows: 1909: 6, 1919:8, 1929: 6. The
number of consumer co-operatives was: 1909: 367, 1919: 897, 1929: 848. (Source: Ruin,
Table 1 p. 21)

The modest but necessary short-term aims included the setting up
of an efficient co-operative wholesale organisation and the aiding of
still unstable new primary co-operatives. In Sweden as well as in
other countries there was often a problem of the commercial abilities
of the founders not being on the same scale as their enthusiasm. To
make matters worse the co-operative movement soon had to go
through the ordeal of a supply boycott imposed by the Swedish
margarine industry. This boycott was to last from 1909 to 1911. It
proved to be the overture to an active war which the Swedish
consumer co-operative movement later was to conduct against the
cartels and oligopolies, and which was to be the springboard to their
greatest successes.
The fact that an independent co-operative wholesale society set
up in Malmö had to cease trading in 1903 because of an acute
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shortage of capital hampered the early development of KF. This
wholesale society had never had more than a few hundred crowns
equity capital. Credit allowed on deliveries to the affiliated consumer co-operatives far exceeded this sum and thus this wholesale
trading experiment came to an abrupt end. In 1904 KF opened an
agency business and in 1906 went into the wholesale business
proper. This move enabled KF to take a “firmer grip” on the affiliated
consumer co-operatives. (10)
In 1907 KF issued model statutes for the primary co-operatives.
These embodied strict regulations regarding the cash payment
principle, the building up of equity capital through shares and
reserves. Although federation secretary Sundell had opposed any
amendment to the statutes which would allow the operation of a
wholesale society, he was in favour of the founding of the “Solidity
Department” in 1907, a new pragmatic activity for KF. Scarcely 30
years old himself, Sundell (who died very early in 1910), had an even
younger man appointed in charge of this new department. It was a
man who was to have a decisive influence on KF through until the
second half of this century. His name was Albin Johansson, then only
21 years of age. (11)
The “Solidity Department” was accorded official department
status in 1909 and its function, namely that of “advising the primary
co-operatives on economic matters and reporting to KF on the
latter’s financial situation and thus protecting KF against losses” was to prove of great importance for the consolidation of the movement. (12)
The Solidity Department was to be joined by an Auditing Department in 1916. This latter department was also to play a major role
within KF.
Like its counterparts in other co-operative movements, this Auditing Department became one of the main centralising factors
within this initially fragmented new sector of the economy. (13)

The Consumer Co-operatives in Sweden
1.2.

KF AS A CENTRALISING AUTHORITY

The first part of Olof Ruin’s major organisational study “Kooperativa Förbundet 1899 - 1929”, is that part concerned with relations
between KF and the primary co-operatives. In it the author describes KF’s process of centralisation and development into a “hierarchical system with enhanced management influence” in an exemplary
manner. (14) The main aspects of this work are taken into account
here.
1.2.1. KF AS A UNIQUE CENTRAL ORGANISATION
One of the strongpoints of KF was that in Sweden there was no
dualism between an ideological federation and a commercial wholesale purchasing organisation. Such a dualism has prevailed in many
countries for a long time, whith the commercial institutions usually
establishing their dominance in the end. (15) (Vestiges of it are still
noticeable e.g. in Great Britain). Yet it was partly by chance that this
dualism did not develop in the case of Sweden also. As we know when
KF was founded there was already an independent wholesale
trading society. Once KF took up commercial activities, the “ideologist”, Sundell, spoke in favour of a clear separation of functions.
However, all that happened was an internal differentiation inside
KF. By the 1920’s the Swedes were already very firmly of the opinion
that the British dualism was something to be avoided in Sweden.
The fact that the commercially active “practical men” were fond of
branding the federation activists, who were not engaged on the
commercial side, as “unrealistic ideologists without any understanding of business life” is explicitly admitted by Ruin. (16)
1.2.2. ESTABLISHMENT OF MANAGER DOMINANCE
WITHIN KF
The basis for an early development of the trend towards manager
dominance in KF was established as the “non-political”experts of the
Swedish consumer co-operatives gained influence even at a time
when the latter were themselves still firmly committed in social
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conflicts. As early as the second decade of this present century the
KF board was already de facto divided into two groups. On the one
side were the KF employees, who lived in Stockholm and who formed
the “business management committee” whilst on the other were the
board members who lived in the provinces and who were not KF
employees. They were more generally known as the “Provincial
Board” (“Landsortstyrelsen”). Critics of this arrangement were
right to point out that “although the Provincial Board shares the
responsibility equally with the business management committee, it
has in effect nothing like equal scope in decision-taking.” This
argument certainly had something to do with the fact that, after
protracted constitutional debates (which reached their climaxes in
1913 and 1917) it was decided to set up a supervisory board as an
additional summit committee for the movement alongside the Congress and the KF board. Since this amendment to the statute meant
in effect that in future the board would be elected by the new
supervisory board rather than by the Congress, it did not necessarily
mean that the position of the board had been weakened any. (17) In
other words, it can be said that the “practical men” in the KF had the
real say from relatively early on. Up until 1917 the leading “practical
men” were the commercial manager, Dahl, and the manager of the
Stockholm wholesale department, Rosling. After 1917 a younger
group took over at the top, and Albin Johansson was soon to emerge
as the leader of this group. Thus the debates which had been
carrying on from 1905 until 1910 on the issue as to whether in fact
KF employees should be allowed to sit on the board were finally
resolved. (18) Incidentally, the board always remained small (below
the statutory maximum of 7 members). During the reign of Albin
Johansson there was even a time when two subordinates from his
own department sat alongside him as “colleagues” on the KF board.
(19)

nalism and bureaucratisation were a proven defence against the
risks entailed by that sort of dilettantism associated with the cooperative founding phase, risks which endangered the very existence of the organisation. During the first twenty years of KF’s history
no fewer than 300 of its affiliated societies went bankrupt. This is a
number equivalent to roughly one third of the maximum membership ever attained. (20) This fact bears out that also in the case of
Sweden the “foundation fever” had to be followed by a tough campaign fought by a small professionall elite against the “Credit
scourge, overstocking, shortage of equity capital, too low a turnover,
incompetent management, and downright dishonesty.” (21)

1.2.3. THE RESCUE OPERATION FUNCTION OF KF
From the point of view of co-operative democracy one may be
tempted to regard the fact that the managers were able to take over
the dominant role so early in the proceedings as a regrettable
development. But one should not lose sight of the fact that professio242

It is in this context that the KF takeover of the auditing function
and the foundation of “Svenska Hushallsförening” in 1922 should be
seen. SHF was a kind of “hospital company” for ailing co-operatives.
This was an innovation (not introduced into Great Britain, for
example, until 1928). It was born of the realisation that a series of
unchecked insolvencies, such as from 1909 - 10 and at the beginning
of the ‘twenties, would be extremely damaging to the image of the
consumer co-operatives. The importance of this centralised “ambulance service” will be apparent from the statistic that in 1929
“Svenska Hushallsförening” had no fewer than 103 affiliated cooperatives - in other words, almost one eighth of the total number of
consumer co-operatives in Sweden. (22)
1.2.4. GRADUALISM AND MORAL APPEALS
Although KF succeeded in establishing itself as an objective and
moral central authority, at least in the early days it had difficulties
in exerting any real pressure on its “mothers” namely the primary
co-operatives. It was however in a much stronger position vis a vis
new member co-operatives who had to bow to KF authority in order
to gain membership. Consequently many of the stricter measures of
discipline were enforced only gradually. Obligations which the new
member co-operatives had accepted upon admittance slowly but
surely came to be accepted by the majority of the other co-operatives
after years of arduous effort on the part of KF. The latter relied
heavily on moral persuasion and appeals for solidarity in achieving
this end.
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The question of auditing is a highly illustrative example. KF had
been waiting for some years in vain for the government to pass a
compulsory auditing law similar to that in Germany. The practice of
submitting to auditing by the Auditing Department on a voluntary
basis had not proved to be a suitable solution either. Finally KF
made it a condition for admission into the federation that all new
members agree to submit to regular auditing. It should be noted that
KF membership was much sought after during the period of wartime
shortages from 1914-18. But the “senior” member co-operatives
were not willing to give in to central auditing so easily. Indeed, there
was some very considerable resistance on the part of co-operative
boards and commercial managements. By the beginning of the
1920’s only about half of the KF member co-operatives had their
books audited by KF. But by 1929 the number of “outsiders” had been
reduced to a mere 54 , and by 1936 there were only 16 member cooperatives which were not audited by KF. (23) So in the end the KF
auditors gained access to members’ bookkeeping figures without the
help of the law ... but very much with the help of Albin Johansson,
as one of those in particular who had pushed this idea from the very
beginning.

far as financing was concerned, KF itself relied mainly on selffinancing on the basis of earnings from the wholesale trade. (26)
However, the positive aspects of intensifying trade with KF must
have outweighed any others at primary co-operative level. Not to be
overlooked here, either, is that inter-co-operative solidarity proved
its value in the initially passive but later active fight against the
industrial cartels.

On other issues, too, KF - as the centralising authority - succeeded
in having its wishes accepted by the constant use of moral appeals
to the solidarity of the sector (commenting on these tactics, Ruin
points out that KF made much more use of the solidarity argument
as a central propaganda instrument than the co-operatives themselves did in relations with their individual members. (24)
The purchasing loyalty of member co-operatives increased in
response to constant prodding from KF. Indeed, the increase achieved was quite considerable: In the year 1909 the KF wholesale trade
turnover with the affiliated co-operatives accounted for 15 per cent
of the latter’s own total turnover. By 1925 the corresponding figure
had grown to one of around 40 per cent. (25)
It is interesting to note here that KF was quite strict in its terms
of business. Between 1908 and 1928 payment was required within
30 days. Subsequently this period for payment was reduced to 10
days. The relatively closely knit network of KF wholesale depots was
fairly costly to maintain in a country as spacious as Sweden, and as
244

1.2.5. NATURAL LIMITS TO KF AUTHORITY
KF did succeed, rather like SOK in Finland, in establishing itself
as a powerful central authority in the national co-operative movement within the space of only a few years. Still, for structural
reasons there were certain natural limits to this central power. The
case of the slow, gradualistic manner in which federal auditing came
to be accepted has already been mentioned. It was much the same
story with the model statutes. Only the newly enrolled members
could be forced to accept them. After these statutes had been
subjected to various revisions this resulted in a situation of four
different sets in force at the beginning of the 1920’s, namely Statute
A (1907), B (1912), C (1914), and D (1918). In view of the bitterness
which the idea of a standardisation of these statutes provoked, KF
had to accept that the issue could not be forced. (27) Ruin also notes
that the loyalty of the primary co-operatives’ patronage, which KF
had so emphatically demanded, was not always what it might have
been. There were cases where private wholesalers enjoyed particularly good relations with the local co-operative management. In
other cases they succeeded by virtue of generous credit terms to get
a co-operative firmly in their grip. (28)
A certain potential for greater autonomy at regional co-operative
level resulted from KF’s enthusiasm for amalgamations amongst
the smaller co-operatives during the 1920’s and 1930’s. It was to led
to major consequences as far as the structure of the movement was
concerned. According to Ruin, one of the reasons why KF lost its
eagerness for the concentration process was that the co-operatives
who had become bigger were beginning to show a certain “nonchalance” vis a vis the KF. Some had gone as far as to cut out KF as
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wholesale dealers and were instead trading directly with the manufacturers. “The member organisation which was causing the most
concern in this context” - again according to Ruin - “was Konsum
Stockholm, which had become increasingly more powerful as the
years went by.” (29) Konsum Stockholm had managed to quintuple
its membership from 10,000 to 50,000 between 1919 and 1929. By
comparison, over this same period the total membership of all KF cooperatives as a whole had only doubled. Thus, Konsum Stockholm
had very rapidly achieved a special status amongst those co-operatives which had profited from being actively involved in the cooperative development.” (30) This is a typical case of the dualism
between the wholesale purchasing society and the co-operative
based in the national capital -a parallel to the case of OTK and
Elanto in Finland, or in that of the legendary contrast between GÖC
and Vienna’s KGW in Austria. Such a situation may be regarded as
an element of fruitful competition in efficiency. If the buyers representing the primary co-operatives are offered the same or even
better terms than the co-operative wholesale society, this may act as
an incentive to the centre to step up the efficiency of its services to
members. On the other side, however, this rivalry harbours the risk
of potential conflict and even gives suppliers an opportunity to play
one co-operative firm off against the other. Relatively early on this
experience forced KF to conclude that it was perhaps not so wise to
continue to encourage the regional concentration trend in order not
to jeopardise the central hegemony. As later events were to show,
this early move to put a brake on regional feudalism and thus to
maintain the size differential between the central co-operative and
her “mothers” did not really solve the underlying structural problem. However, the cracks remained papered over for a long time
due to KF’s success in building up a powerful industrial empire
under the leadership of Albin Johansson.

operative movement in Sweden to consolidate and expand its business ... as indeed the co-operative movements in the belligerent
countries were able to do also. As an overall consequence of the war,
“the economies of the Scandinavian countries entered a phase of
vigorous expansion with the production of both industry and agriculture reaching its peak midway through the war years. Export
trading surpluses were enormous and enabled the repayment of
foreign debts ... in inflated currency.” (32)

1.3.

INFLUENCE OF THE FIRST WORLD WAR

The advent of World War I meant that KF had to postpone the
development of its own production in accordance with the declaration of intent in the statute of 1904. (31) However, there can be no
doubt that the war created a general situation which enabled the co246

During the war the Swedish economy started to overheat and
certain imported goods were in short supply. In this situation the
Swedish co-operatives - again like their counterparts in other
countries - proved their worth as a mechanism to combat the
excesses of a sellers’ market. At the same time the movement’s
central wholesale purchasing co-operative KF gained tremendously
in status through its function as importer and authorized distributor
of scarce commodities. In Sweden as in other countries the war years
marked a period in which the number of non-affiliated co-operatives
was reduced to a minimum.
Meanwhile, however, supply shortages and rising prices brought
in their wake a whole host of spontaneously and arbitrarily formed
“co-operatives”. Known as “delningslag or “samköpslag” these comprised nothing more than such loosely bound interest groups as that
of “the renters of a house”, or the “workers in a factory”, or the
“employees in an office” (33). These groups all sought to obtain goods
at lower prices by pooling their purchasing power. The “samköpslag”
formations (which can perhaps best be compared with the “Han”
groups now forming an integral part of the Japanese co-operative
movement) presented something of a dilemma for KF. Should KF
agree to supply such arbitrarily constituted bulk purchasing groups,
or should they simply be ignored as an ephemeral phenomenon
which manifested itself only as a result of extraordinary conditions
prevailing at war time ? The manager of the KF wholesale business
was inclined in favour of supplying them. His opponents on this
issue, namely K. Eriksson and Anders Örne - both more from the
“ideologist camp” - disagreed with him on the grounds that KF
should avoid all contact with such groups. The conflict came to a
head in 1915 when a parent movement representing 10,000 mem247
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bers of “samköpslag” groups indicated its wish to establish trading
relations with KF. Dahl and Rosling were both accused at the time
of being willing to jeopardise the solidarity of the federation for the
sake of higher turnover. However, as it turned out, the “samköpslag”
groups were indeed only very short-lived. (34)
Nevertheless, something could possibly have been made out of
these “samköpslag” - which after all do exist in one form or another
in many other countries where there are no major institutionalised
co-operatives. This brief episode in Sweden illustrates more than
just a strengthening of the urge to form co-operative communities in
times when goods become scarcer and more expensive; it is also
evidence of the early development of a certain institutional rigidity
in the Swedish consumer co-operative movement. The latter evolved
beyond the “foundation phase” with the coming of the First World
War and its officials and managers were meanwhile dubious about
the spontaneity of laymen (doubtless having had enough negative
experience). This even extended to the foundation of genuine cooperatives. In the early days of the war there was a new urge to start
up further co-operatives, but right up until the end of the war KF
suspended its policy of encouraging new co-operatives to open in
those places where there were still none. This was because KF did
not want any increase in the number of member co-operatives at a
time when goods were in short supply.
In effect, therefore, there was a tendency to “close” the organisation to the outside world. Although KF drew a line at announcing
publicly that new members would not be welcome, it did go as far as
to advise against the opening of new co-operatives. (35) Despite this,
the years 1915/16 and 1919 (along with the years 1907/8) were those
in which KF had its greatest influx of new member co-operatives.
But this already marked the end of a development phase. In the year
1918 Nordisk Andelsförbund was founded as a wholesale purchasing society for the consumer co-operative movements of Denmark,
Sweden, and Norway. This venture was later to play a very active
role in the context of international co-operative relationships within
Scandinavia. (36)
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1.4.

DEVELOPMENT OF KF OWN PRODUCTION

The KF “industrial empire”, is even today the real key to the
strength of this central co-operative. It essentially came into being
during the interwar years. The need to have co-operative-owned
production facilities - particularly in the food processing sector - had
been appreciated from early times onwards. In fact KF did take over
a margarine plant (only to sell it again soon afterwards) during the
days of the “margarine boycott”. However, the breakthrough was not
achieved until the early 1920‘s. It began with the development of
large-scale flour mill and margarine production facilities. The finishing touches to the production empire were made with the acquisition of the Gislaved rubber plant, the coming on stream of the
“Luma” electric light bulb factory, and the takeover of the Gustavsberg porcelain factory. In most of these instances KF was thumbing
its nose at cartels of domestic or even international interests. In the
margarine, flour products, and rubber footware sectors the opposing
cartels were in the main somewhat fragile arrangements between
domestic producers. Indeed the margarine cartel showed itself to be
anything but united on the issue of allowing a wholesale rebate to KF
at the time of the big margarine row. Apparently they had to be
prodded into taking up an anti-co-operative stance by the Swedish
Private Retailers Association set up in 1908. As far as the flour mill
and the rubber production ventures were concerned, the KF threat
to build its own new production plants was sufficient to persuade
some private owners to let themselves be bought out of the business.
By this means KF was able to establish its own production empire
without the same logistical and personnel problems which an absolutely fresh start would have entailed. The electric light bulb factory
“Luma” was quite a different story, however. In this case the
reinforced KF under the leadership of Albin Johansson was faced
with an enormous international cartel, namely that of “Phoebus”.
The latter was cushioned on resources which were many times more
than adequate for the purposes of launching a dumping campaign
which would finish “Luma” for ever if the need be. Furthermore,
“Phöbus” held several important patents and licences. Phöbus did
come round to signing an agreement with Luma in the mid 1930’s
after a long drawn out wrangle over patents - which could be
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regarded as something of a “points victory” for the courageous
newcomer, KF. However, the agreement also meant that KF was
now in a way incorporated into the Phoebus marketing system (to
which Philips, Osram, Tungsram, and General Electric , in addition
to lesser known names, also belonged). When fighting its campaigns
against cartels and monopolies KF could count on a certain amount
of public support due to the liberal tendencies prevalent at the time.
This in turn may well have helped when it came to financing projects
through special popular loans .For example, a well-known liberal
economist, Bertil Ohlin, used the columns of the liberal press to
criticise strongly the “galoshes cartel” - comprising only four domestic companies - for their policy of maintaining prices on the home
market at an artificially high level whilst exporting at dumping
prices. As a “pike in the trout pond” KF was therefore an admired as
well as a feared outsider. Apart from this, the KF business policy was
completely in line with that of the capitalist “model company.
The 1920’s in Sweden were characterised by a “nostalgic” return
to the gold standard and a deflationary policy resulting from the
overvaluation of the currency - in other words, a situation similar to
that in Great Britain about the same time. Despite the high unemployment rate which went along with this policy, KF went ahead to
make a name for itself as a champion of rationalisation, and
increased productivity in the service of the consumers. This strategy
was soon to pay off with populartity and good business profits.
Since the KF rationalisation programme nevertheless did not
prevent the expansion of certain production facilities, it did not
provoke any major resistance within the ranks of the labour movement - although this KF expansion undoubtedly reduced the market
share, and thus also the manning levels, of less productive competitors. KF dealings with the industrial cartels are documented in
detail by Hugo Kylebäck in a major work which he devoted to this
subject. (37) The following is a selection of fragments concerning the
respective battles fought during this “heroic epoch.”
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1.4.1. THE MARGARINE ROW 1908-1911
KF began its commercial activities under the management of G.
W. Dahl in the year 1904, but these were merely those of an agency
business. But once the commissions earned through this business
had allowed the accumulation of sufficient equity capital, the KF
Congress of 1907 decided it was time for the central co-operative to
start trading on its own account as a wholesaler. The bulk of the
necessary equity capital had been earned from the 5 per cent agency
commission allowed on margarine sales by the big producer, Pellerin.(38) In those days margarine, as the cheapest edible fat, was one
of the most important food items, particularly amongst the poorer
classes (indeed, the Scandinavian countries had the highest margarine-per-head consumption in the world). Accordingly, margarine
was also one of the most important sales products as far as the the
consumer co-operatives were concerned.
Although the margarine producers in Sweden were cartelised, the
problem of surplus production capacity tended to have a certain
slackening effect on cartel discipline. Under threat of a boycott on
the part of the private traders’ association in the summer of 1908,
Pellerin saw themselves forced to stop delivering to the co-operatives of the Skåne region (i.e. Malmö and surrounding district).
Towards the end of that year, and under parallel pressure from
Sweden’s second biggest margarine producer, Zenith, Pellerin announced that they would no longer allow KF the wholesaler’s rebate
on the co-operative margarine offtake. KF took up negotiations with
the Danish central co-operative, FDB, which already had its own
margarine production facilities but which was meanwhile locked in
fierce competition with the Danish margarine producers’ cartel.
They came to nothing. At that time KF’s financial resources were
very limited, but it was nevertheless decided to buy out a smaller
margarine production plant which did not belong to the cartel. At the
same time, and in view of the margarine cartel decision to deny KF
the wholesaler’s rebate, the central co-operative called on all members of the movement to boycott both Zenith and Pellerin. The KF
press organ, “Kooperatören” published this boycott appeal in widely
circulated special issues. Trade unions, workers’ associations, and
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anti-alcohol groups - in other words, the most important
organisations within the Swedish labour movement - organised
proclamations against both the margarine cartel and the private
traders association. This prompted the margarine cartel to extend
its boycott - initially imposed only on KF -to the co-operative
movement as a whole. This was a tactical blunder which only served
to strengthen solidarity with KF. Despite serious quality problems
with its newly acquired margarine factory, KF emerged from the
margarine row with flying colours. The consumer co-operatives beat
the boycott by obtaining supplies through middlemen. This prompted Zenith, as standard bearers of the boycott against KF, to resume
direct trading relations with the movement. At the height of the
margarine row in 1909, both Zenith and Pellerin suffered in terms
of their share in the margarine market. However, Zenith was able to
make a strong comeback in 1910. As a consequence of this, Pellerin
was expected to accept a reduced sales quota when the cartel
agreement came up for renewal in 1911. But Pellerin did not accept
this arrangement and thus left the cartel ... with the result that a
price war broke out. As a reaction to this development KF sold off its
Vänersborg margarine plant in 1913. This factory had the disadvantage of being in an unsuitable location, and furthermore was fraught
with production problems.

Eriksson (who at the time was not yet directly involved in KF) put
this into a “gigantic perspective” namely that of the “struggle
between big capitalism in its most modern form, which took up
cudgels for the private capitalistic monopoly on profit from trade and
industry on one side, and the co-operatively organised, determined
organisation of the workers and the lower classes, who for their part
were intent upon abolishing private capitalistic profit-making industry and bringing it under democratic control and management.”
(40) Against the background of this public mood the KF launched a
scheme in 1909 to float an issue of People’s Bonds in units of 19
Swedish crowns. They would be repaid at the rate of 15 crowns after
10 years. This scheme found wide appeal but then had to be stopped
after a police intervention. (41) Yet the success of these people’s
bonds back in 1909, the organisation of a savings bank system at the
same time, and the essentially successful conclusion to the margarine row were all of considerable significance as contributory factors
to the later successes achieved by KF. Later the consumer cooperative movement, meanwhile itself an employer of a large labour
force, kept a low profile during the bitter labour conflicts of the
1920’s, for example, the big lock-out in 1925. (42) Still it was able to
profit indirectly from its earlier heroism. The KF switch to an active
campaign against cartels and monopolies in the ‘twenties also
ensured a certain willingness on the part of the masses to mobilise
in support of the co-operative movement. This made the popular
industrial loans feasible.

The margarine row took place against the background of a
turbulent social atmosphere in Sweden, an atmosphere characterised by large–scale mobilisation of society. In both the major labour
conflicts of 1905 and 1909 the consumer co-operative movement
“actively took the side of the organised workers.” (39) In some cases
goods were distributed to striking workers free of charge or at least
at reduced prices. Collections were also organised for the benefit of
those on strike. But this strike aid could be of a limited nature only.
KF management impressed upon the consumer co-operatives that
“private capitalism must not be given the opportunity to rejoice at
the co-operative movement allowing itself to become damaged to any
extent.” Thus the political activism of KF, which during Sundell’s
period of office as federation secretary was relatively distinctive,
was contained even in those days. However, KF’s ability to mobilise
the closely related labour movement must be seen as an important
factor in the successful campaign against the margarine cartel. K.
252

With the success of its campaign against the margarine cartel KF
had established its function as wholesale dealer for the movement
and at the same time discouraged the sugar, chocolate, soap, and
petroleum suppliers from trying to follow the margarine producers’
example. This growing self-confidence as a consequence of a success
in a conflict not of its own choosing was the basis for the co-operative
movement’s subsequent active campaigning against cartels. Additionally, the (sometimes contested) co-operative law of 1911 requirement forbidding cartel membership may be seen in conjunction
with the enhanced prestige of the consumer co-operatives affiliated
to KF.
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Table 2:
RESPECTIVE PERCENTAGE MARKET SHARES OF THE
MAJOR MARGARINE PRODUCERS IN SWEDEN
BETWEEN 1907 AND 1912

shortages. KF’s interest in margarine production can thus be seen,
as a defence of domestic control in a key business sector.

Pellerin AG
Zenith AG
Svea AG
Mustad AG
Agra AG
Arboga margarine factory
Vänersborg margarine
factory (since 1909 KF)
Other factories

1907

1908

1909

1910

1911

1912

42.7
23.2
6.5
9.7
6.0
8.9
0.6

42.0
23.1
9.0
10.2
6.1
6.8
0.9

36.0
21.9
8.1
13.0
7.9
8.5
4.6

34.7
30.8
6.6
11.0
6.5
7.8
2.6

36.1
30.2
6.1
10.3
6.0
7.8
3.4

32.9
31.4
5.7
9.4
5.7
9.6
3.8

2.4

1.9

-

-

0.1

1.5

100.0

100.0

100.0

100.0

100.0

100.0

Source: Kylebäck 1974, p. 103

1.4.2. KF RELATIONS WITH THE MARGARINE
PRODUCERS DURING THE INTERWAR YEARS
KF’s long-planned but postponed start as an industrial producer
finally got underway with the coming on stream of the co-operative’s
own margarine production plant at Norrköping in 1921. In some
respects this timing was unfortunate because the postwar recession
had left a considerable number of KF-affiliated co-operatives facing
serious financial problems. Nevertheless KF succeeded in capturing
a comfortable position in the Swedish margarine market in the
1920’s. In 1929 Margarine Unie (Jurgens), Margarine Union (van
den Bergh), and Lever Brothers merged and set up a monopoly-like
multi-national group. After that giant merger it might have been
much more difficult for a newcomer even of KF stature to gain a
foothold in the industry. It was obvious, however, already during the
early ‘twenties that international (especially Dutch) capital was
making its presence felt in the Swedish margarine market. Domestic producers were not too strong and had been forced to close their
factories down at times during 1917-1918 because of raw material
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Already at the time of selling its small and obsolescent Vänersborg margarine factory to a wholesale dealer in 1913 KF management was fully aware of the need to have major modern production
facilities of its own in this sector as the first step towards establishing a central co-operative industrial group. A suitable site was
acquired in Norrköping in 1915. The Swedish co-operators made a
study of FDB’s new margarine production plant at Viby (Denmark).
It was considered to be one of the most modern co-operative-owned
production units of its day. Danish experts were consulted on the
planning of the Norrköping factory, and S.H. Sörensen, a Dane was
appointed as first factory manager. The planned production capacity of the projected factory was far in excess of the then total
margarine requirement of the KF affiliated consumer co-operatives.
In 1920 KF launched a big campaign with the object of informing the
primary co-operatives and their staff regarding the significance of
the new factory. The KF Congress of 1919 had approved the placing
of a two million crown loan for subscriptions without even discussing
the matter. However, as it turned out this loan was not needed. The
introduction of the current account system by which the primary cooperatives were encouraged to invest the greater part of their liquid
assets with KF provided the necessary cash. (43) The Norrköping
plant, which started production in 1921, soon meant that KF was
accounting for about a quarter of total Swedish margarine output.
Sales peaked in 1924 to settle down to a more or less stable level for
the remaining interwar years. In effect KF margarine ousted all
other margarine brands from the shelves of the co-operative retail
shops. This is an indication of the strong solidarity of the primary cooperatives with their central co-operative.
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Fig. 1:
RELATIVE PRODUCTION SHARES OF THE MARGARINE
CARTEL, KF, AND OTHER NON-CARTELISED
MARGARINE FACTORIES BETWEEN 1919/1938

Source: H. Kylebäck: Konsumentkooperation och Industrie-karteller, Stockholm
1974, page 136.

mic difficulties at the outset of the big depression, there was talk of
imposing import duties on the cheap margarine oil coming in from
Denmark and thus make the home producers more competitive. KF
openly opposed such a policy and shortly after parliament had
decided accordingly, KF bought the closed down Karlshamn oil
plant. One of KF’s motives for taking this difficult step was the fear
that otherwise the margarine cartel or Unilever might take it over.
KF’s margarine plant at Norrköping could only cope with one third
of the Karlshamn oil output. The remaining production had to be
sold on the export market or to those Swedish margarine manufacturers who were not cartelised. But apparently neither the export
business nor that done with the smaller margarine producers on the
home market were very profitable. (44) In view of this, the Norrköping plant manager, Sörensen, was instructed to put out feelers in
the direction of the margarine cartel giants (Zenith, for example).
However, no oil deliveries were made to the margarine cartel before
the beginning of the Second World War, despite a certain narrowing
of the gap between the two sides in the meantime. There can be little
doubt that the cartel producers were afraid of falling foul of the
private traders’ association if they were to come to an arrangement
with KF. With the outbreak of the Second World War, the inofficial
boycott against KF by the margarine cartel came to an end. By virtue
of the fact that KF had built up sufficient margarine oil reserves in
advance, it was in a position to supply the needs of all domestic
margarine producers. Furthermore, KF had a fat-hardening plant
which enabled the use of domestically grown oil seeds as a source of
margarine oil.

To a certain extent, however, KF margarine production was still
dependent for raw materials on those international groups which
were to amalgamate into Unilever in 1929. Despite the still low raw
material prices, KF watched the takeover of the independent edible
oil producers by the big groups with some alarm. Accordingly, it was
proposed in 1929 that the Nordisk Andelsförbund (NAF) should set
up a co-owned margarine oil factory. But the Danish FDB would not
go along with the project because its - and KF’s - main supplier of
margarine oil, namely a factory in Aarhus, threatened to sell out to
Unilever if it were to lose its main customers. When the two Swedish
margarine oil producing plants found themselves in serious econo-

The Swedish consumers sometimes gained substantially from the
price war between KF as an independent margarine producer and
the cartel. KF was invariably the first to cut prices. The cartel
producers - with their higher distribution costs and lower degree of
production capacity exploitation had to follow regardless of whether
it suited them or not. (45) With the object of protecting domestic
butter production, the government introduced a sales tax on margarine in the 1930’s to make it at least half as expensive as butter. This
in particular had a stabilising effect on margarine prices. As a
consequence of problems with the Karlshamn margarine oil plant,
KF was ready even in the ‘thirties to consider an integration and

Magarine cartel
KF
○ ○ ○ ○ ○ ○ Other factories
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certain co-operation with the non-cartelised margarine producers.
From the commercial point of view, KF’s decision to go into margarine production was a sound one. The plant operated as a financially
independent affiliate from 1926 onwards and achieved highly respectable profits which enabled it to increase its equity from 3
million crowns in 1926 to 12.5 million crowns in 1938 with annual
profits in the meantime of between 0.7 and 0.9 million crowns. (46)

However, by carrying out a large-scale streamlining programme
the cartel managed to hit back at the KF mills and reduce their
profitability. (48) But by virtue of their more efficient exploitation
level the KF mills retained their economic advantage over the cartel
mills right up until the outbreak of the World War II.

1.4.3. KF, THE FLOUR MILLS, AND THE GALOSHES
CARTEL
Sweden’s flour millers had problems with surplus capacity. They
formed two trade associations in 1913 - 14, which (except for the
years 1933-34) together formed the “Swedish Millowners’ Association”. In 1917 Svenska Lantmännens Riksförbund (SLR) - a producers’ co-operation group - acquired a big mill. However, they lacked
the capital necessary to make a go of it and soon had to scurry under
the protective wing of the cartel. By the end of the war KF had
become the country’s biggest wholesale flour dealer. In 1922 it took
over two major mills in Stockholm (“Saltsjökvarn” and “Tre Kronor”). KF followed this up with the purchase of two further big mills
in Gothenburg three years later. Earlier KF had been offered the
option on a number of smaller mills, but with the volume of its
considerable flour sales in mind the central co-operative preferred to
wait until it had the chance to get something bigger. The two big
mills in Stockholm were not interested in selling out to KF at first,
but once they learned of the KF alternative plan to build new mills
they made a deal on terms relatively favourable to KF. (47) Clearly,
KF’s sensational success with its new margarine factory must have
had some influence in this case.
The newly acquired mills were immediately put under KF management as affiliated companies and as such produced good trading
figures for the entire period up to World War II. KF pursued a very
aggressive price policy vis a vis the millowners’ association - which
had been known as a cartel very strict on prices and production
quotas. The price war brought the cartel to the verge of disbanding
in 1924-25.
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The “galoshes” cartel founded in 1912 was a particularly unpopular price ring in Sweden. This cartel comprised only four domestic
producers employing relatively few workers and was thus highly
vulnerable to any determined attack. In view of the harsh climatic
conditions in Scandinavia, rubber galoshes are a mass-produced
item. Public opinion had been aroused against the cartel following
a government industrial commission’s recommendations that the
price of galoshes should be reduced (1919). Then a major study
conducted by a well known economist, Bertil Ohlin, revealed the
enormous profits which the cartel was making in 1922. Ohlin also
wrote articles on this subject in leading newspapers (Svensk Handelstidning and Stockholms Tidningen). (49) Not surprisingly,
therefore, the 1926 KF Congress resolution to challenge the cartel by
opening an own galoshes factory was sure of wide public support.
Again fear of KF competition was sufficient to make three of the four
cartel members put their factories up for sale. Finally (still in 1926)
KF decided to buy out the Gislaved factory and again financed the
deal with an industrial loan. (In 1933 KF took over a second cartel
producer, namely the Viskafors factory). As the loan was floated the
“Cederborg affair” became virulent at the beginning of 1927: it
became known that a number of secured loans which the highly
liquid KF had granted to a private firm had been fraudulently
converted. However. this minor problem was not all that damaging
to KF. (50) The general confidence in the commercial soundness of
KF was not shaken even though KF had lost several hundred
thousand crowns.The industrial loan of 7.5 billion crowns was taken
up fully by the primary co-operatives and their members in 1929.
With the purchase of Gislaved KF again lived up to its reputation of
being the “pike in the trout pond.” It was enough for the KF entry into
the rubber footwear market to be known for the cartel to cut its price
for men’s galoshes by 25 per cent. (51)
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By thoroughly modernising its newly acquired company and
developing the production of bicycle and motor car tyres in particular KF succeeded in opening up promising new product outlets as
well as forcing the price of galoshes down to half what it had once
been. During the days of the galoshes cartel the member firms had
done little to rationalise their operations. However, KF’s takeover of
Gislaved - and with it the end of retail price control for galoshes provoked an urgent need to streamline. At Gislaved KF itself
systematically introduced progressive assembly and piece-work.

owned ELMA, and the Hungarian-owned Tungsram. Its main objective had been to combat dumping on the export markets - a practice
which the national branch giants had resorted to after the First
World War in an effort to dispose of surplus production. An indication of the dominant position which some of these big companies
commanded on their home markets can be given by the case of
Osram. This company was formed in 1919 by the amalgamation of
the electric light bulb divisions of AEG, Siemens, and Auer, and
meanwhile accounted for 80 per cent of all electric light bulb sales in
Germany. (53) The British-owned ELMA - also founded in the year
1919 - for its part accounted for 90 - 95 per cent of Britain’s electric
light bulb production. On the basis of this structure the Phoebus
cartel divided the world market (not including North America) into
12 “home markets” and four “general markets”. The “home markets”
included Belgium, Brazil, France (+ colonies), Italy (+ colonies),
Japan, China, The Netherlands, Spain, Great Britain, Germany,
Hungary, and Austria - as well as some other countries. The “general
markets”, where both domestic and foreign producers had sales
rights, included, amongst other countries, Sweden (along with
Australia, New Zealand, Canada, and the rest of the British Empire).

The Gislaved factory proved to be highly profitable during the
period 1928-34 (annual net surpluses of over 0.7 million crowns).
However, in subsequent years this figure fell to around 0.4 million
crowns on average. By contrast, the rubber factory at Viskafors
taken over by KF in 1933 failed to achieve any outstanding profits.
(52)
In connexion with the new and promising rubber tyre production
developed at the Gislaved plant KF had to look for other distribution
methods. The consumer co-operatives were not suitable for retailing
goods of this type. This lead to the establishing of business relations
with the “Central Purchasing Organisation for Motor Car Owners”
and with the “Volvo” automotive company. KF was becoming integrated into the private sector to the same extent it was living up to
its reputation as being the “pike in the trout pond” of lame cartelised
industries. To some extent this meant a greater distance with regard
to the primary co-operatives. However, their loyalty of patronage
and ability to mobilise members still provided the strongest supporting for KF’s active industrial policy.
1.4.4. LUMA OR THE BATTLE AGAINST THE GIANTS
In effect the conflicts with the millowners’ and the galoshes
cartels had been clashes with relatively weak, domestically owned
industrial groups only. However, KF’s decision to embark upon the
production of electric light bulbs amounted to challenging one of the
most powerful of the international cartels. The Phoebus cartel dated
back to 1924 and was initiated by Osram and Philips, but encompassed now also the French-owned Compagnie de lampes, the British260

During the First World War an electric light bulb cartel had
become established in Sweden. Made up of domestic and foreign
producers, this cartel had been able to build up a position of strength
in view of the wartime shortages. However, in 1919 the communal
electricity works set up their own bulk purchasing organisation
(ELEF) and tried to squeeze on the generous middle-man margin
decreed by the Swedish cartel. Since the latter was inclined to ignore
ELEF’s wishes in this direction, ELEF went on to negotiate more
favourable terms with a non-cartelised electric light bulb manufacturer in Holland. This arrangement came to an end in 1922 when the
Dutch company was taken over by Philips. Nevertheless, ELEF was
granted the right to wholesale dealer rebates on its lamp purchases
from the cartel.
When an international agreement on the minimum price for
electric light bulbs came to an end in 1924, the Swedish market
immediately benefitted from price reductions in the region of 45 per
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cent. (54) When the idea of setting up the Phoebus international
cartel was suggested with the objective of establishing “more realistic” relationships between competitors,two of the bigger domestic
manufacturers initially refused to listen. They were soon forced to
change their minds when the international giants began dumping
on the Swedish market. And so in 1929 a cartel quota was established for Sweden allowing Osram 36.7 per cent of the market, Philips
25.25 per cent and the domestic manufacturers being left with
minority shares. Such were the conditions prevailing in the industry
at the time when KF decided to become a manufacturer of electric
light bulbs at the end of the ‘twenties. In 1928 KF had been
interested in buying two rather big factories but had been beaten to
it by Philips and Osram respectively. An in-house study carried out
at KF in 1928 indicated that it must be possible to produce electric
lamp bulbs at a good profit. Furthermore, KF and ELEF were not
alone in being unhappy with the cartel prices. Other big customers
- such as the Stockholm E-Works - were just as fed up as they were.

ted commercial manager. Through his many international contacts
he set about trying to establish a broader basis for the Luma project.
In 1931, after a long series of negotiations KF did in fact succeed in
selling the idea of a “Kooperativa Lumaförbund” as the first ever
international co-operative industrial enterprise. (56) The partners
were the central co-operatives of Denmark, Finland, Norway, and
Sweden. This joining of forces was necessary because - as Hedberg
had predicted in his pamphlet - the mighty Phoebus cartel sought to
annihilate the troublesome newcomer by resorting to such measures
as a major lawsuit concerning breach of patent. Despite its international membership, the driving force and the paymaster behind the
Luma venture was KF, and so it remained. The other members of
Lumaförbund built up their equity shares only on the basis of
dividends (and interest payments) accrued from their purchases
from Luma. With the German occupation of Denmark and Norway
early on in the Second World War Sweden took over the capital
shares of these two neighbouring countries also. It is interesting to
note in the Luma context that the British Co-operative Wholesale
Society (CWS) adopted a thoroughly “unco-operative” attitude, and
at the height of the Luma Campaign in the summer of 1931 even
signed a 4 year contract with the British cartel group, ELMA possibly out of fear of an ELMA supply boycott. But in 1934 a Luma
factory was established in Norway, and another in Scotland in 1938.
Efforts to secure international co-operation did bear fruits in the
form of the Swedish Luma factory’s high export quota. But KF was
clearly the driving force behind this international success.

In Denmark Osram had bought out the only electric lamp bulb
producer there was in the country, closed down the factory, and
dispatched all the machinery to Germany. This meant that there
was scope for exports to Denmark through the sales network of the
Danish co-operatives. One of the risks which KF saw if it were to
start up its own production was that of a dumping campaign.
However, this was thought to be only a remote possibility. The most
important patents were due to expire in 1930.
And so it was decided to build an electric lamp factory and at the
1929 KF Congress it was proposed that a 2 million crown loan be
floated for this purpose. This decision was partly prompted by the
good liquidity of the co-operative sector at the end of 1928. Already
by October 1929 the loan was fully subscribed - one third having been
taken up by the co-operatives and two thirds by private members.
In 1931, the year when its electric light bulb plant came on stream,
KF launched a major publicity campaign. Known as the “Luma
Campaign” the idea was to motivate the local co-operatives into
guaranteeing a big demand for Luma light bulbs.
Anders Hedberg, an employee of KF since 1920, and author of the
pamphlet “The Electric Light Bulb World Monopoly (55) was appoin262

The long awaited big patent lawsuit began in Stockholm in 1932
and dragged on until 1935. It ended with the acquittal of KF - which
when presenting its case before the court confidently assumed the
role of the representative of the consumers’ interests. However the
appeal in court led to an agreement between Luma and Phoebus.
Luma was given access to all patents and research know-how from
Phoebus in return for 3 per cent of its annual turnover as a
contribution towards research costs. (57) The court settlement also
entailed a compromise on the sales price. In the case of the Scandinavian countries this was to based on a standard calculation
whereas in all other countries outside Scandinavia and the British
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Empire the Phoebus price was to be regarded as the standard. Luma
had to accept a maximum quota for sales to the public sector or
private companies within Scandinavia. In the event of this quota
being exceeded Luma would be required to pay an increased contribution (10 per cent) towards research costs. With this - often
criticised - arrangement Luma became de facto incorporated into the
Phoebus cartel itself. Admittedly there were no restrictions on Luma
sales through the consumer co-operatives, but in return Luma had
to respect limitations imposed on its price flexibility even on the
home market. Anders Hedberg appeared to be not unhappy with the
compromise despite the heated criticism which it provoked - from
Norway in particular.

Table 4:
SWEDEN’S ELECTRIC LIGHT BULB PRODUCTION
AND THE LUMA SHARE
year

1931
1932
1933
1934
1935
1936
1937
1938

Table 3:
LUMA TURNOVER 1931-38 AND THE MAIN CUSTOMERS

Year

1931
1932
1933
1934
1935
1936
1937
1938

Turnover in
mio. cr.

1.8
1.6
1.8
2.3
2.6
3.5
2.9
3.1

Swedish
coops

other
Swedish
customers

Denmark
Norway
Finnland

other foreign
countries

67
56
52
40
44
39
53
52

9
16
24
21
25
38
17
21

24
28
24
23
6
5
6
5

0
0
0
16
25
18
24
22

whole production
in mio. pieces

LUMA production
in mio.

9.4
9.7
9.4
10.8
13.2
14.5
14.9
13.5

percentage of
LUMA

2.9
3.3
2.5
3.4
4.2
4.8
4.6
4.1

31
35
27
33
31
33
30
29

(Source: Kylebäck 1974, p. 283, Table 9:4)

Table 5:
PRICE DEVELOPMENT FOR 15 - 100 WATT LAMPS
IN SWEDEN 1928/36
Normal lamps (watt)
Year Date
1928

15/25

40

60

75

100

Notes

1.35

1.50

2.00

2.50

3.25

KF resolution to
build factory
Luma factory ready
to start production
First price list issued
by Luma
Phoebus factories
reduce their prices in
three stages
Price reduction by
Luma
Price reduction by
Phoebus factories.
Luma and Phoebus
increase prices by 10
oere in accordance
with license agreement of 1936.

1930

1/6

1.25

1.35

1.70

2.25

3.00

1931

31/1

0.85

0.95

1.25

1.60

2.00

1931

1932

jan.
10/4
3/9
1/8

1.10
0.95
0.85
0.80

1.20
1.05
0.95
0.90

1.50
1.35
1.30
1.10

2.00
1.75
1.65
1.40

2.75
2.30
2.10
1.75

1932

27/8

0.80

0.90

1.20

1.50

1.85

1936

aug.

0.90

1.05

1.30

1.70

2.20

(Source: Kylebäck 1974, p. 283, Table 9:2)

(Source: Kylebäck 1974, Table 9:5, p. 284)
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It must be admitted that KF did achieve considerable success
d’estime even against such a mighty opponent. Immediately after it
began production, the newly opened KF factory captured a 30 per
cent share of the Swedish market and electric light bulb prices were
reduced by more than 30 per cent. This more or less corresponds to
the extend which the cartel had been overcharging - according to
KF’s calculation before entering. This reduced price became the
“standard price” for the purposes of the court settlement. The Luma
enterprise proved to be a money spinner which the KF could be proud
of in those first few years. Several decades later, however, this
venture, which had become the symbol of the brave challenge
thrown in the face of a world-wide cartel, was to become the source
of continued heavy losses.

at Karlshamn in 1932, with that at Gislaved, the Luma factory, and
finally with the acquisition of the Gustavsberg porcelain factory in
1937 (a hobbyhorse of KF-chairman, Albin Johansson) KF had
amassed industrial capacities far exceeding the demands of the
consumers’ co-operatives. These surplus capacities enabled KF to
build up a considerable export business. By the mid-thirties KF was
in such a strong position financially that it could afford even to buy
shares in private enterprise. This continuous development of the
Swedish consumer co-operatives was certainly aided by favourable
environmental conditions. Despite a certain

1.5.

DEVELOPMENT OF THE SWEDISH KF CONSUMER

CONDITIONS PERMITTING THE SUCCESSES OF
THE KF GROUP DURING THE YEARS PRIOR TO
1945

The Swedish consumer co-operatives must certainly be included
amongst those who achieved the most sensational measure of
success during the years between the two world wars. After a gloomy
spell lasting from 1919-21, and during which no fewer than seventy
primary co-operatives finished up in the bankruptcy courts, the
movement found a suitable means to launch rescue actions, namely
by founding the “hospital co-operative” SHF. At the same time, a
series of successful industrial projects enabled KF to establish itself
in the role of a credible advocate of consumers’ interests confronting
cartels and monopolies. By delivering goods directly to member cooperatives from its own factories, or in the case of purchased goods,
by having these delivered directly to the member co-operatives by
the manufacturer or from the seaport in the case of imported goods,
KF succeeded in minimising its inventory and thus reducing its
distribution costs vis a vis those of its competitors. Although the
expansion of the Swedish consumer co-operative movement slowed
down during the crisis years 1930-30 it did not stop growing altogether. Indeed, even during these dark years the movement had a
total influx of more than 80,000 new members and opened almost
600 new shops. (58) With the development of the vegetable oil plant
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Fig: 2:

CO-OPERATIVES 1908-38
○ ○ ○ ○ ○ ○ Number of KF co-ops
Number of shops
Number of members

Source: Kylebäck 1974, p. 20, Diagram 1:1
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unrest during the 1920’s, the Swedish political system showed itself
to be flexible enough to allow social democracy gain the upper hand
... slowly, and by co-operating with the liberals or with the farmers.
The social democrats were accordingly not above playing the role of
the “doctor at the sickbed of capitalism”. To a certain extent it could
be said that the consumer co-operatives played some role here. In as
much that they took the “struggle against monopolistic capitalism”
seriously, and not just as empty rhetoric, they paradoxically became
in effect more capitalistic than the capitalists. Instead of adapting to
the the relatively stagnant pool-like cartelised markets, the Swedish consumer co-operative movement succeeded in making itself
strong enough to create an environment of free competition and the
“survival of the fittest”. In most cases KF proved to be the “fittest of
all”. This laid not only the basis of a healthy economic development.
Table 6:
EQUITY AND LOAN CAPITAL IN THE CONSUMER
CO-OPERATIVES 1928-1936
1928 in 1000 percentage 1938 in 1000 percentage
cr.
of balance
cr.
of balance
sum
sum
EQUITY CAPITAL
Share Capital
Reserves
other reserves
Surplus

30,186
17,031
12,246
14,019

26.6
14.6
10.5
12.8

52,660
43,424
31,770
23,557

23.0
19.2
14.0
10.4

Total Equity Capital

74,382

63.9

151,411

66.8

LOAN CAPITAL
Members and
Borrowed Capital
Trade Debts

32,502
9,465

28.0
8.1

59,843
15,545

26.3
6.9

Total Loan Capital

41,967

36.1

75,388

33.2

Source: Hugo Kylebäck, 1984 Source: Konsument-och lantbrukskooperation iSverige
von Hugo Kylebäck, Table 2:8, p. 23
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Table 7:
KF’S EQUITY AND LOAN CAPITAL 1930-1938
1930

1932

1934

1936

1938

EQUITY CAPITAL
Share Capital
Reserve Funds
Other Reserves
Surplus

34,421
17,943
6,075
4,958

42,699
25,302
4,762
5,824

49,043
34,232
1,388
6,220

61,206
43,390
1,954
7,690

66,893
51,779
2,710
8,984

Sum of own capital
after deduction of
affiliated company
shares

35,126

45,608

54,244

64,356

78,188

64,407

71,310

72,782

22,474
643

22,675
827

24,482
960

81,097
8,296
23,886
1,197

93,855
7,306
28,369
1,423

122,650

140,420

159,187

190,318

226,209

(83)

80

76

77

LOAN CAPITAL
Cash investments
Mortgage loans
Trade debts
Interest on shares
Sum of equity
and loan capital

Own and members’ capital
as percentage of balance
sheet figure

(81)

Source: Konsumenten- och lantbrukskooperation i Sverige by Hugo Kylebäck, Table
2:9 p. 24

It also secured the admiration and solidarity of the members and
of the primary co-operatives as well as the respect of competitors.
This business success was made possible by the unsparing efforts of
a group of young, idealistic, and highly motivated co-operative
managers. They were headed by the archetype of co-operative
pioneer - whose influence was to shape the Swedish consumer cooperative movement well into the 1950’s - namely Albin Johansson.
It is not the purpose of this present study to launch into biographical tributes, but Albin Johansson is without any doubt exemplary for
a generation of brilliant and committed co-operative managers.
These were men who in most cases were still very young at the time
when they led the co-operative movement out of its somewhat
chaotic initial phase into a period of orderly expansion. Men who
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often remained in the driving seat until the middle of the century ...
and some of them stayed too long and became rigid monuments of
authoritarianism.

operation. Apart from being the driving force behind the establishment of the Scandinavian wholesale purchasing organisation, NAF,
he attempted to persuade the British Co-operative Wholesale Society (CWS) to support the idea of a European wholesale purchasing
union - but without success. (61) His thinking, which was concentrated on the practicable and facts as they are, nevertheless had
visionary attributes.He often quoted Martin Sundell to the effect
that a linking up of the co-operative movements beyond national
frontiers could eliminate the causes of wars. Above all he argued for
the co-operative exploitation of raw materials. In the early ‘fifties he
established contact with the Mossadeq government in Iran with the
object of finding co-operative outlets for Iranian oil. (62) Like
Gottlieb Duttweiler the charismatic founder of Migros he wanted to
break the boycott of the big oil companies against Iran following that
country’s decision to nationalise its domestic oil industry. For Albin
Johansson, the visionary technocrat, nothing seemed impossible.
Even years after Johansson’s death, Lars Eronn, former editor of
“Kooperatören” and secretary to the KF supervisory board, a man by
no means uncritical of Johansson, described him as a “genius”.
Eronn went on to say that Johansson’s liveliness of mind, particularly in connexion with industrial policy, was such that it was
difficult to get a uniform picture of what the co-operative objectives
really were. For example, in the case of Gustavsberg or the Fiskeby
wood industry venture it could scarcely be argued that they had been
acquired to smash the power of the cartels or for the benefit of the
consumer.In Johansson’s own words, Fiskeby was a capital investment. And Eronn describes Gustavsberg simply as “a feather for his
cap.” (63) Albin Johansson wanted to prove that the Swedish
porcelain industry could manage without the need for import duties
on foreign competition - and he succeeded in doing so. From remarks
of this nature it becomes apparent just what unbelievable power this
pioneering co-operator wielded in his heyday from the mid ‘twenties
through to the end of the 1940’s. His “boundless strength of will and
liveliness of mind could sometimes make life difficult at KF”, (64) but
his success always proved him to be right.

Albin Johansson joined a small co-operative in south Stockholm
in 1903 and soon became its manager. In 1907, when still only 21
years old, he was appointed head of the KF “solidity department”. He
had a passion for the double bookkeeping system. In the preface to
his “Bookkeeping for Consumer Co-operatives” he wrote “It would be
ideal if every co-operator understood bookkeeping. The members so
they can keep a check on things, the board so that they can
administrate and check, and the auditors so that they can assess the
efficiency of the board.” (59) In all probability this wishful thinking
on Johansson’s part is just as far away from reality today as it was
then, despite the considerable improvement in general education
standards in the meantime. But this idea is typical of Albin
Johansson’s pragmatic, calculating way of thinking just as it is
typical of his honest hope for the emancipated, competent cooperator.
Quite a number of economic reforms carried through at KF are
linked with the name of Johansson. On returning from a study trip
to Germany in 1913 he succeeded in persuading a number of small
competing co-operatives to amalgamate to form Konsum Stockholm.
Johansson was the originator of the basic concept of KF’s industrial
engagement in the days prior to the First World War (here again
inspired by the German example). Mention has already been made
of his commitment to the auditing issue. “He is always preaching of
the need to have good liquidity, and of that to build on co-operative
ground, namely with co-operative own capital.” It was Johansson
who built up the KF current account system for the primary cooperatives. (60)
But Albin Johansson was more than just the man at the KF helm
when the battles against the cartels were fought (from 1924 onwards
he was chairman of the board, and right up until 1957, when he went
into retirement at the age of 70, he was KF’s managing director). He
was also a man who made intensive efforts to stress the need for
international co-operation between the co-operative movements,
and this not just in the sense of rhetoric only, but in that of real co270

Lars Eronn’s book includes many anecdotes to illustrate the
almost unlimited authority which Albin Johansson wielded until
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the 1950’s, and also his supremacy as “enlightened autocrat”:
“Johansson, who was known for his dictatorial attitude towards KF
employees” was meticulously careful never to voice an opinion about
what was written in “Kooperatören”. “In this respect he was a
consistent democrat; true democracy presupposes freedom of opinion.” (65) But as far as co-operative democracy was concerned
otherwise, for example in the KF supervisory board, Johansson does
not seem to have been too scrupulous. Eronn recalls an incident in
which a “lay” member of the supervisory board, Olof Leopold, a
schoolmaster from Gävle, summed the situation up. In “all innocence” Eronn had pointed out that above Johansson there was still the
supervisory board, which actually appointed the board and even its
president - to which Leopold replied: “That may appear to be the
case, young man, but there is no supervisory board above Albin - only
God. And I’m afraid that God does not care too much about cooperation.” (66)

succeed Johansson as KF managing director he also found it expedient to have a layman as supervisory board chairman, namely
Gunnar Etzler. According to Eronn, Etzler was “friendly and correct”
and “seldom if ever voiced his own personal views on the issues under
discussion.” (68) Sometimes that can be an asset for the advancement to high-level positions...

So throughout the long years of his reign Johansson established
the tradition of the KF managing director having an extremely
powerful position. This same sentiment was stressed by John
Sallborg, who was KF managing director from 1972 up until his
unexpected death in 1975. Sallborg’s attitude was said to be: “the
management - that means me.” (67) Yet despite the power which
Johansson had acquired through his genial industrial policy, KF
was not the sole decision-taking body in the Swedish consumer cooperative movement. Indeed, the representatives from the big regional co-operatives - the very co-operatives which Johansson himself had very much helped to create - became his greatest challengers
on the supervisory board. This explains why Johansson was so much
against having “employees” sitting on the board. He would have
preferred to deal with a board exclusively composed of lay members
instead of having to face other expert managers. Johansson had no
trouble with Gottfrid Karlsson, the railwayman, who was chairman
of the supervisory board from 1938 till 1951, and for thirty years a
social democrat member of the Swedish parliament. But once Harry
Hjalmarsson, managing director of the big and successful consumer
co-operative at Örebro, was appointed chairman of the supervisory
board it was the beginning of the end for Albin Johansson’s undisputed reign over KF. When Hjalmarsson himself later came to
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Hjalmarsson in his time was to be thwarted by regional cooperative resistance when as KF managing director he tried to
realise his grandiose plan for a “Coop Sweden”. In effect, and despite
its enormous importance by European standards, KF - even in Albin
Johansson’s time - was nothing more than a big wholesale purchasing and production centre serving a large number of legally independent co-operatives. From early on in his career Johansson had
been firmly against allowing any increased power to the regional cooperatives. In a speech to the International Co-operative Alliance
Congress held in Stockholm in 1927 he had put forward in no
uncertain manner the view that industrial activities which can be
suitably undertaken by the central co-operative should under no
circumstances be left to the management of primary co-operatives.
(69) It could not be argued that this view was based purely and solely
on technical and commercial considerations. Particularly in his later
years - according to Eronn - Johansson “feared that the big regional
co-operatives could become self-sufficient, and that this would mean
the end of co-operative solidarity and working together.” (70) His
ideal, and one which he advocated in a series of articles in
“Kooperatören” up until the end of the fifties, was - unlike those of
his successors - a great number of small regional co-operatives served by a giant KF warehousing system. Thus the co-operative
spirit was to be kept alive at the grass-roots level - and KF’s
domination would have been permanently assured. But the logic of
concentration Johansson had applied successfully in the industrial
sector worked out for the trading side too. Harry Hjalmarsson later
was to find himself opposed to “a development of big co-operatives”
and the “danger of little kingdoms” as well. “When the business is
concentrated on twenty or so big co-operatives there is the risk that
we shall finish up with 25 KF’s”. (71) This explains why Hjalmarsson
hoped to achieve “Coop Sweden” quickly via regional mergers. But
this was probably an even greater illusion than Albin Johansson’s
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idea of many small co-ops and a big centralized warehousing system.
In a way Johansson’s ideas were quite near to what was actually put
into practice by the most successful of the Swedish consumer cooperatives’ competitors, namely ICA: flexible, relatively small private traders incorporated into a powerful wholesale organisation.

advantageous purchasing conditions. The active industrial policy
enabled the co-operatives to pursue an aggressive price policy in the
retail trade. Thus the entire co-operative movement was able to
achieve considerable growth, although admittedly the central cooperative had the fastest growth rate of all, gaining overproportionally in strength in the process. This joint success went on even well
beyond the years of the Second World War - which in the case of
Sweden did not constitute such an important turning point as for
other movements. But those structural problems which had already
become apparent during the Johansson era had still not been solved.
They were to become increasingly more acute from the ‘sixties
onwards.

But these are events outside the time span of this part of the study.
Albin Johansson’s industrial policy must be seen as one of the most
decisive factors which shaped the success of the Swedish consumers’
co-operative movement during the interwar years. But Albin
Johansson should not be seen just as an individual. He was the
epitome of a whole European generation of co-operative pioneer
managers whether they be called Nielsen, Thiriet, or Sagmeister,
Tanner. This generation which remained at the helm from the 1920’s
well into the ‘fifties succeeded in building up big and efficiently
running co-operative enterprises. They acted in accordance with cooperative ethics but were always extremely conscious of the power
which they wielded. They were not afraid of decisions or risks, they
were sober minded, fanatically thrifty, and absolutely honest. These
were the positive aspects of this generation of co-operative practitioners. Generally speaking, however, they tended not to take the idea
of co-operative democracy too seriously - at least when their own
particular sphere of influence was affected. When they finally had to
go their often long overdue departure was sometimes made in
bitterness. In those cases where no immediate successor was to be
found, the system of “collective management” subsequently adopted
often exposed that tendency towards a slow co-operative decision taking process which the activism of the autocrats had concealed.
In the case of Sweden - and even in general - it can be said that the
co-operative pioneer types could rarely be described as structural
reformers. On the contrary, they endeavoured to make the existing
structure efficient. Actually this is something which Albin
Johansson succeeded in doing to an extreme measure. As a result of
his conflicts with the monopolies he not only strengthened the
industrial might of KF. He also provided the primary co-operatives
(in which many “small Albin Johanssons” were at work) with
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2.

THE SWEDISH CONSUMER CO-OPERATIVES
1945-1975

It was during the period 1945 to 1975 that the Swedish consumer
co-operatives reached what probably will remain their historical
zenith. They played an important pioneering role in the retail trade,
introducing such innovations as self-service shops, deep-frozen
foods, and supermarkets. Although they were in fact following in the
steps of the Americans, the Swedish model did have an influence on
the consumer co-operatives in Europe. The symbol for infinity (∞)
spread from Sweden to European sister movements. It became the
symbol of a far reaching development at a time when the old cooperative model of Great Britain had long since declined into a phase
of fossilisation and decadence. The Swedish consumer co-operative
movement faced up to the need to reorganise its operational structures long before other comparable organisations did. After peaking
at the beginning of the ‘fifties, the number of shops was reduced in
keeping with the rationalisation scope offered by the self-service
system (comparable co-operative movements, Finland, for example,
lagged far behind in this respect and are still lagging behind today).
The Swedish co-operatives soon realized that spending on groceries
has limited growth potential in a relatively well off consumer society
(in accordance with Engel’s law). Therefore the movement sought
scope for expansion in non-food areas early on. After some initial
problems it seemed that the answer to the problem had been found
in the ‘fifties and sixties with the development of a big department
store sector as a joint effort between KF and the primary cooperatives. Indeed, for a time it appeared that consumer co-operation was going to remain as the dominating model for retail trade in
Sweden. It is even said that when some bigger competitors from the
private sector got into difficulties the co-operative movement provided discreet aid in order to avoid falling under suspicion of trying
to establish an all-too-dominant market position for themselves.
However, towards the end of the period under consideration here
this positive situation had already become a little clouded. The
enormous investments in the department store sector were not
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paying off as well as had been expected. Private Competitors were
gaining ground. The ICA Group - in which private traders were cooperating in a manner they had copied from the consumer cooperative movement - was claiming ever increasing market shares.
The KF group on the contrary was showing a stagnatory trend.
Despite modernisations of the operational structure, the movement’s institutional structure was showing signs of progressive
rigidity. Following the failure of the plan to establish a KF-owned
chain of warehouse centres and thus put a check on the natural
merger tendency, an attempt was made to implement Harry Hjalmarsson’s plan to take a short cut to “Coop Sweden” through the
intermediate phase of regional co-operatives. The plan did not
succeed and it would appear that the “regional principalities” are
going to last although they are not all developing with the same
economic efficiency. KF has begun to burden itself with considerable
costs in an attempt to rescue weaker co-operatives. This is causing
some animosity in the efficiently functioning and more profitable
regions who now see themselves as the indirect sponsors. A process
which is slowly eating at the substance of the mighty Kooperativa
Förbundet has thus begun. Admittedly, however, the latter still has
a very strong backbone in its industrial production assets. These are
all trends which have gathered in momentum during the course of
the last ten years and which today must be seen as still unsolved
problems.
2.1.

MODERNISATION OF THE DISTRIBUTION
NETWORK

At KF supervisory board level the basic issue of the introduction
of the self-service system was discussed back in 1947. In this context
Albin Johansson stated his view that it was necessary that the
consumer co-operative movement organise itself in a more rational
manner in order to secure its lead over the private traders. According
to Johansson, the movement’s operating costs were increasing faster
than those in the private sector. This could be partially explained by
the fact that the co-operatives’ employees were more highly
organised into trade unions and thus were often paid higher wages
and had better social benefits than their counterparts in the private
sector. (72)
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This had prompted Johansson to opt in favour of the self-service
system. Henry Nilsson, one of Johansson’s immediate subordinates,
had visited the USA in 1939 to study this system which had been in
operation there for 30 years or so already. Addressing a meeting of
co-operative managers in 1946 Nilsson had described the system in
detail and pointed out that the risk of losses through shoplifting
could be estimated at around less than half a percent of the turnover
... this being more than offset by the forty to fifty per cent savings in
personnel costs in the case of supermarkets. (73)
In retrospect Nilsson’s prognoses can be seen as having been
somewhat too optimistic, but nevertheless it was decided to go over
to self-service in a big way in 1947 (although the first experiments
in fact date back to 1941 within Konsum Stockholm and a brief trial
was made elsewhere as early as 1940). However, this decision made
certain advance organisational changes unavoidable. Albin Johansson submitted the opinion to the supervisory board that regional
central warehouse centres should assume responsibility for prepacking those goods which were not already packed in a form suitable
for distribution to self-service customers. Harry Hjalmarsson from
Örebro suggested at the same meeting that the manufacturers
themselves should do the prepacking and he went on to argue that
the trend in retail trade went in the direction of the price differential:
the most streamlined shops had the lowest prices whilst those
providing the the highest degree of customer service also charged a
higher price. (74)
Thus at the very outset of the debate on self-service we find certain
divergences in opinions between KF - who showed a certain eagerness to encroach into primary co-operative territory by providing
prepackaging and warehousing services - and the bigger regional
independent co-operatives, who were determined to protect their
sphere of action. In the end, self-service was swiftly introduced at the
beginning of the ‘fifties. However, the issue of the warehouse centres
system remained a bone of contention for some time to come.
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Table 8:
SELF-SERVICE SHOPS IN THE SWEDISH CONSUMER
CO-OPERATIVE MOVEMENT

Year

1941
1947
1948
1949
1950
1951
1952
1953
1954
1955
1956
1957
1958
1959
1960

Self-service shops
Number

Increase

1
4
17
59
131
313
582
833
1,140
1,479
1,785
2,051
2,350
2,647
2,896

1
3
13
42
72
182
269
251
307
339
306
266
299
297
249

Conventional type
Small shops < 200,000
shops
SKR turnover
Number Compared Number Compared
to year
to year
previous
previous
5,042
6,576
6,836
7.037
7,111
7,008
6,683
6,363
5,889
5,345
4,782
4,337
3,828
3,275
2,767

+132
+1.534
+260
+201
+74
-103
-325
-320
-474
-544
-563
-445
-509
-553
-508

1,820
1,836
1,596
1,397
1,198
1,040
868

+16
-240
-199
-199
-158
-172

Source: KF federation statistics

2.2.

THE WAREHOUSE CEMTRES / THE END OF THE
JOHANSSON ERA

“The problem which has occupied the Swedish co-operators the
most throughout the postwar years is that which is generally known
as the structural problem. It concerns amongst other things the size
of the co-operatives, the size of the sales units, and field of activity
- including the division of labour between the co-operatives and KF
in the context of the purchasing and production of goods.” (75)
As far back as 1950 the KF Congress had appointed a committee
to consider the geographical limitations of the co-operatives’ fields
of activity (the Regional Committee). As president, Albin Johansson
was alone in advocating his principle of “one place - one co-opera-
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tive.” The “other members brought up hard economic arguments
against this,” but in the end Johansson succeeded in stalling the
discussions and in diluting the concluding report - which came out
in 1957 - into a document of no great consequence.

Hjalmarsson was an exponent of the new management elite from the
big co-operatives opposing the old autocrat in KF. As such he became
Johansson’s successor. Thus it could hardly be regarded as unexpected that the “Swedish Department Store Association”, which had
been temporarily established under Johansson was reduced under
Hjalmarsson to a mere “co-operative effort” between KF and the
primary co-operatives concerning the new “Domus” department
stores. Incidentally, Johansson himself had had some hesitations
about setting up a centralized chain of department stores. Whilst he
saw production, import, and the distribution of goods to the primary
co-operatives in quite an expansive manner as the rightful domain
of KF, he nevertheless considered the actual sales activity to be a
local co-operative matter. (78) It was only in the “depressingly low
frequency of stock turnover” in the non-food sector and the “losses
incurred in most places” during the ‘fifties which finally convinced
Johansson of the necessity to create a central department store
sector as a kind of “rescue operation”. (79)

Albin Johansson, who can be regarded as one of the fathers of
“Konsum Stockholm” more or less openly advocated from the early
‘fifties onwards that all those big co-operatives operating outside a
“natural” central locality should be split up. And this “with the object
that the central warehouses of these big co-operatives may be
replaced by KF goods depots.” (76) The aging KF patriarch feared,
as already mentioned, the emergence of big regional units in competition to KF. With his warehouse centre scheme he hoped to extend
many KF- fingers into the country and at the same time consolidate
the authority of KF over the co-operatives. The latter were to be left
small, close to their members ... and relatively powerless. Clearly, of
course, the chances of Johansson succeeding with this plan were
virtually nil. The resistance of the big co-operatives, most of which
had more than consolidated their positions financially during the
seller’s market conditions of the postwar years could not be broken.
A prerequisite for the acceptance of a national network of some 100
KF-owned goods depots - disregarding for the moment any financial
advantages or disadvantages of the system itself - would have been
that several big co-operatives were willing to vote in favour of their
own expropriation. Lars Eronn reports on the tough conflicts which
took place at regional committee level during the ‘fifties in a
refreshingly frank manner. (77) At that time Harry Hjalmarsson, as
managing director of Örebro, emerged as Johansson’s chief opponent. He had “sound economic arguments”, but even more important
he had the support of the other regional co-operative managers who
had no interest in reducing their sphere of action. Hjalmarsson
pointed to the competition coming from the chain stores,to the
necessity of making the consumer co-operatives into “big and effective units”, and to the necessity of setting up and managing department stores. One could argue as follows: Had Hjalmarsson at that
time been less taken with the department store sector and rather
more attentive to what ICA were doing - they were in fact just about
to copy the idea of the KF goods depots - he would probably have seen
the logic of Johansson’s proposal. But this was a power game - and
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The self-confident managerial elite from the primary co-operatives along with their elected laymen - many of whom were active in
local politics - were by no means keen on KF having any direct say
in the department store sector. Thus the Swedish department Store
Association was a mere intermezzo and there was something rampant about the start of the Hjalmarsson era particularly in the
department store sector. During the course of these developments
the resources of both the co-operatives and KF were severely taxed.
(80)
2.3.

HARRY HJALMARSSON AND “COOP SWEDEN”

“The driving force behind the structural changes which were
effected in the ‘sixties, and behind the idea of “Coop Sweden” which
did not materialise was Albin Johansson’s successor as managing
director and (from for some time) president of the KF board, Harry
Hjalmarsson.” (81) Perhaps this evaluation by Lars Eronn is true in
a psychological sense. But as far as structural reorganisation was
concerned, Hjalmarsson was more a man of the regional co-operati-
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ve managerial elite, as already mentioned. As he took over Johansson’s job he inherited some of his predecessor’s fears, however. In
this new position he was actually forced to take up some positions
that ran counter to the interests of the managerial elite he came
from. The job shaped the man. But Hjalmarsson’s hopes of overcoming regional disparities by creating a “Coop Sweden” had to remain
an unfulfilled dream. Hjalmarsson was KF managing director from
1957 until the end of 1971, and in fact retired from this position six
months ahead of the originally foreseen date. It will be remembered
that his predecessor hung on to office until the last possible moment.
Perhaps in Hjalmarsson’s case there were pertinent reasons which
made his departure easier.

However, even before the Hjalmarsson era came to an end, the
“investment binge” of the ‘sixties had shown itself to have been not
all that effective. Even worse, the movement was severely taxed to
raise the necessary capital. Some of the schemes dreamed up during
the endless optimism of the postwar boom period turned out to be
difficult to put into practice. Some of the shops opened up in the nonfood sector are presently being converted into grocery supermarkets
(under the motto: “let’s concentrate on that which we can do best”).
And the dream of a “Coop Sweden which was so dear to Harry
Hjalmarsson and a nightmare to many others” (83) seems to be
almost as distant as in the 1960’s.

Albin Johansson’s legacy may have been a co-operative movement already showing signs of turnover stagnation, but economically it was as extremely sound. It may be true that the final phase of
Johansson’s era was characterised by “expensive little shops, cooperative units which were too small and ineffective, and a lack of
any business experience outside the grocery branch - as Hjalmarsson rightly criticised when still manager of the co-op at Örebro.
However, the Hjalmarsson era not only heralded in an increased
market share, it also exposed some weaknesses in Swedish consumer co-operation. Harry Hjalmarsson’s epoch was one of concentration and integration. The number of co-operatives, 673 at the end of
1957, fell to 232 by the end of 1970, whilst the number of sales points
were reduced from over 7,400 to around 2,700. The number of
“Domus” department stores - which were later to become so much of
a burden increased from 52 in 1957 to 166 in 1970. Of this number,
9 were “suburban department stores” of the Obs!-hypermarket type
initiated in 1963 (the first such supermarket in Sweden was opened
by a competitor in the private sector in 1962). Instead of the 35
warehouse centres in existence in 1957 (including warehouses for
perishable and chilled goods) there were only 19 plus a big national
warehouse and a delicatessen warehouse in 1970. (82) The market
share claimed by the consumer co-operatives, which in 1956 was one
of 14 per cent, was increased to one of 18 per cent by 1970. Meanwhile
the membership expanded from 1,116,000 (in 1957) to over
1,605,000.
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As far as Harry Hjalmarsson’s attitude to the question of Coop
Sweden is concerned, it would appear that it developed organically
over the years as a result of his activities at KF (and the limitations
imposed upon them). His dislike for strong primary co-operatives
was not there originally. In fact he was a strong supporter of regional
mergers, whose leading advocate at that time was Carl Albert
Anderson, managing director of Konsum Stockholm. A plan without
any deadlines drawn up by the KF auditing department foresaw a
reduction in the number of co-operatives from 592 to around 100
(with 1,000 shops). This plan, which Anderson convincingly presented to the 1960 co-operative congress came up against a committed opponent in the form of Albin Johansson who was present as a
guest of honour without voting rights but allowed to speak. (84) But
already on August 26th 1963 Hjalmarsson took the merger idea one
step further. A paper entitled “Coop Sweden - why not ?” was
presented by him to a meeting of co-operative managers. (85) In it
Hjalmarsson admitted openly that within the consumer co-operation federation there was a conflict of interests between buyers and
sellers. He also pointed out the danger that a reduction of the
number of co-operatives to 40 or 50 units “could mean that we finish
up with 40 Kf’s instead of just one.” (86) However, this problem was
not addressed in such a clear manner by Hjalmarsson or anyone else
at the 1964 congress. Nevertheless, a Structural Committee was
appointed comprising three working groups to consider the three
options, namely A - full unity, B - retention of essentially the same
legal structure, but with binding structural regulations or regional
agreements, C - co-operation in the existing free form. The conclu283

Robert Schediwy

The Consumer Co-operatives in Sweden

sions arrived at by the said working groups were discussed at a
meeting of the KF supervisory board at Saltsjöbaden in 1966.
Nobody with the exception of Hjalmarsson spoke in favour of option
A. This prompted the managing director himself to conclude resignedly “that we are not yet mature enough for option A.” (87) On the
contrary nobody had any reservations about approving the proposal
that the number of primary co-operatives should be reduced to
“around 20”, until the “mid-1970’s” (but, of course, this did not
happen).

The ‘fifties and ‘sixties were a period in the Swedish consumer
cooperative movement when ideology became much less important
than before. It was also a time when divergences between the
movement and other sectors of the economy were levelled. Then
came a phase starting from the end of the ‘sixties when the movement began becoming more involved in such issues as democracy,
the environment, etc.

The fact that this proposition never came to anything is largely
due to a mobilisation of the smaller co-operatives against the
“merger euphoria.” These co-operatives even went on to form a
pressure group - KFIO - in 1964. Originally it had only 19 members,
but by 1971 this number had grown to 53 and comprised mainly
small co-operatives from southern Sweden. Thus this organisation
accounted for almost a quarter of the Swedish consumer co-operatives (but less than 2 per cent of the total turnover). However, in 1971
these small co-operatives achieved a net surplus above the national
average. The fact that wages and other costs were lower in that part
of the country was certainly a help in this respect. One of the reasons
which prompted the smaller co-operatives to unite to form KFIO was
the KF attempt to “punish” those co-operatives which were not
willing to merge by giving them less favourable wholesale rebates.
(87a)
According to Eronn, the Coop Sweden idea was quietly shelved in
1968. To pursue the concentration philosophy beyond a point favoring the “top twenty” cooperatives simply was not realistic. The
representatives of these 20 most important regional cooperatives,
were sitting on management committees at KF.A “big merger”
would have gone against their interests - at least until a time where
extreme economic necessity may force them to merge. No such
situation prevailed at the end of the ‘sixties although the fist signs
of the approaching storm were already apparent.
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Writing in “Kooperatören” in 1957, Holter Sohlenius noted that
“criteria of purely business interest are taking ever increasing
priority and the movement is becoming progressively more commercialised.” In this same context there is a “growing passivity amongst
the members, and even among the elected representatives.” (88) As
far back as 1949 a similar discussion had appeared in the co-op
members’ magazine “Vi” in connexion with Tage Lindbom’s book,
“The New Front”. Lindbom had claimed that the labour movement
and related movements had become middle-class in outlook and had
lost their emotional appeal. In his discussion of the book Nils Thedin
had mentioned the fact that co-operative members’ meetings were
often sparsely attended and that low quality popular entertainment
had to be offered as a side attractionto alleviate the boredom. (89) (in
this respect little has changed since then). The social character of the
personnel had also undergone a gradual change. “Back in the ‘forties
and ‘fifties there were very few people with higher education at KF
and even fewer in the co-operatives. Virtually all the appointments
of any importance on the business side were made on the basis of long
years of service experience. It was only in the members’ organisation
department that one could find the odd person of university education who had not worked his way up from the bottom. There were
engineers in the KF industries, there were lawyers in the KF legal
department ...But KF had no need for any other kind of experts
according to Albin Johansson. (90) Once this genial self-taught man
went into retirement and “Harry Hjalmarsson assumed command
over KF” (sic) things changed according to Eronn. KF opened its
doors to experts, academics, and others who had gained qualifications outside the co-operative movement. Eronn is quite right to
point out that the co-operative movement still has its own talent
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reserves and that it should avoid the danger of going to the other
extreme by barring the way to promotion for those who do not have
have a university degree. (91) Clearly, of course, this trend should
also be seen in the light of the general social development in the
direction of higher education. It must be assumed that even in the
‘fifties and ‘sixties there were probably quite a number university
graduates amongst the children of co-operative managers. Bearing
in mind the tendency also in Sweden to go in for co-operative family
dynasties it would scarcely have been possible to continue with the
policy of not recruiting graduates.

sen”, or federation board, which officially had more power. The board
(“styrelse”) was renamed “Directorate”. Whereas the old supervisory board had had little initiative scope, (97) the successor body did
have the authority to launch initiatives.

Incidentally, as far as the attitude of the central co-operative
towards democracy during Albin Johansson’s time was concerned,
Lars Eronn recalls with frank humour how some of the younger
members referred to the pompous KF congresses which were held in
the Stockholm concert hall, and attended by a thousand and more
participants. They called them “Krolloperas” (the “Krolloper” being
where the powerless and thus meaningless “Reichstag” met during
the Nazi regime). (92) Eronn goes on to contrast this with the view
of a younger delegate attending a KF Annual General Meeting (the
AGM’s replaced the bigger KF Congresses as from 1970) who saw it
as “part of a democratic facade”. Eronn in fact considered things in
this respect to be “better than they were before.” (93) But Eronn does
not subscribe to the “populistic criticism” of co-operation such as
offered in Lars Erik Backman’s widely discussed book “Direktörskonsum” (94) - even if Eronn, as a veteran co-operator himself, does
not necessarily approve of the increasing use now being made of the
title “director” within the movement. (95) The fact is that, unlike the
British conception of co-operative democracy, which allows lay
members too much influence at the price of commercial efficiency,
the Swedish attitude is that “it is really the job of the expert to see
that the business side is run effectively.” (96) But towards the end of
the ‘sixties, the subject of democracy within KF became more topical
again. This led to a constitutional reform which some of the senior
KF staff still refer to today as the result of a “laymen revolution”.
What in effect happened was that in 1969 the KF supervisory
board was replaced by a new authority, namely the “Förbundsstyrel-

286

It might be noted that even in emancipated Sweden the KF
supervisory board was not exactly overloaded with female members.
The first time a woman member was elected was in 1953, and since
1956 and 1960 the thirty-strong board included two women. In this
context a certain internal protest potential began building up at the
end of the ‘sixties, and is still there today. But here again the cooperatives can be said to be only following the trend of the day rather
than setting it.
A certain degree of normalisation and smoothing out of divergences set in with the departure of Albin Johansson - also with regard
to the movement’s relations with the private sector. The age of great
campaigns against private monopolies came to an end with Johansson’s failure to negotiate the Iranian oil deal. Perhaps it ended with
the full-scale onslaught which the consumer co-operatives organised
against retail price fixing by the manufacturers and which led to
pertinent legislation in 1954. KF had achieved virtually all its
ambitions regarding the establishment of its industrial production
projects by 1946. There was no further call to mobilise members, as
if to a crusade, to subscribe to industrial loans. The publishing house
loan in 1952 (an index-linked loan) was the last classical, solidaritypromoting popular loan to be raised by KF - a fact which Bertil Tronet
noted with much regret in his study on co-operative capital. (98) By
all these standards the KF group had become something like a
regular member of the business community by the mid 1950‘s.
2.5.

THE ICA CHALLENGE

The biggest challenge to the Swedish consumer co-operatives
share of the retail market since the end of the Second World War has
been that of the private traders who have banded together to trade
under the name of “ICA”. (99)
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The origin of the ICA organisation dates back to 1917 and the
founding of “Hakonbolaget” by Hakon Swenson. This was a regional
small private traders’ wholesale purchasing organisation established - according to its founder - to counter the pressure of competition
from the consumer co-operatives, and with their integrating action
as an inspiration. (100) In this respect the Swedish private traders
were following in the footsteps of their counterparts in Germany who
had set up the EDEKA private traders’ co-operatives. By 1938 2,000
private retailers had joined this organisation, and after three similar regional wholesale purchasing organisations were established in
1940, all four got together to set up the ICA-Förbund as a common
central purchasing unit.

Apparently an ICA shopkeeper stands to earn much more than a
manager of a co-operative store - possibly even twice as much. It is
interesting to note that ICA encourages its members not to buy more
than 88 per cent of their stock from their own wholesale centre. Thus
a certain flexibility with the additional purchases is seen as an asset.
This higher degree of flexibility at shop level (e.g. the facility to
replenish at short notice any product line which may be running
out), the greater motivation of the shopkeeper, and the knowledge of
margins at the point of sale must surely be included amongst the
advantages which an ICA shopkeeper enjoys over a co-operative
store manager. Another factor to be taken into account in this same
context is that the small to medium size of most ICA shops in the
‘seventies and ‘eighties gave them a big competitive advantage over
the “dinosauric” inner city co-operative department stores.

Unlike KF, the ICA had no interest in developing its own production facilities, but it did follow the example of the KF warehousing
centres. From the early ‘fifties ICA built regional distribution
centres for its own traders. The latter became increasingly more
dependent upon their wholesale purchasing company, and this
particularly so because it would often help with the financing of a
shop or even the securing of a good site for a projected shop. The
wholesale company’s service department also supplied the shop
fittings. The ICA standard contract in 1972 was such that a new
shopkeeper joining the organisation need only put up 9 per cent of
the capital of his own trading company, the central organisation
would provide the other 91 per cent. It was, of course, expected that
after two or three years in business the shop would be well enough
established for its owner to start buying out the central organisation’s interest. However, even once he had a 99 per cent share in his
own business he still had no control over the lease agreement for his
shop. Neither could he sell his business to anyone without prior ICA
approval of the sale to that particular person. Since each individual
shop is an integral part of ICA, initial trading losses of newly
established shops can be offset against profits of the ICA wholesale
business for taxation purposes. ICA also retains the right to determine where a shop should be located, but the ICA shopkeepers
themselves do enjoy considerable advantages - so much so that
during the period 1974 - 76 as many as 105 market managers from
the 25 biggest consumer co-operatives went over to ICA, or to
DAGAB, a smaller but similarly structured organisation. (101)
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Fig. 3:
MARKET SHARES OF THE KF-GROUP AND ICA

Source: “Dagens Nyheter” of 4.8.1987
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2.6.

THE BIG MISINVESTMENTS

In the second half of the ‘sixties when the Swedish consumer cooperatives appeared to be in a position of unassailable strength some
decisive blunders happened which were to bring terrible burdens in
the ‘seventies and ‘eighties. This was the time when the united small
private traders were gaining the competitive edge in the grocery
trade. Parallel to this, new types of specialised department stores
were beginning to appear in the non-food sector (IKEA, one the the
most successful Swedish companies in the last ten years being the
best example here). During this period many of the primary cooperatives together with KF gave only second priority to the highly
promising suburban hypermarket side of their business. Their first
priority was the development of a traditional inner city department
store network. In other words, seemingly blind to the marked
upswing in the trend to “go shopping by car,” the co-operative
movement was directing enormous investment sums and a large
part of its personnel to prominent town centre locations. Admittedly,
the underlying strategy in itself was not all wrong. What was
essentially a grocery business had to extend into other sectors where
growth rates increased in proportion with the general rise in prosperity. The grocery trade itself tends towards a more stagnant
growth under these circumstances. Furthermore, there were certain
encouraging experiences from the ‘fifties and early ‘sixties. But
obviously the co-operatives were not able to make any convincing
impact in the specialised trade sector.They were not faring too well
in the fashion textile branch, nor in the radio and electrical goods
branch. In fact the necessity to provide specially trained personnel
able to give customers detailed technical advice was a substantial
obstacle to the co-operatives - especially in the high price and quality
brackets. Irrational moments may also have played some minor role
in encouraging the co-operatives to put their strength on show where
it could be seen in the town centres (indeed, elected representatives
who were also active in local politics in small and medium sized
towns may very well have supported this idea). The fact is, that the
concentration of a large portion of the consumer co-operatives’
business in town centre department stores resulted in the tying up
of considerable resources. In 1953 there were 23 department stores.
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By 1970 there were 167 accounting for 46 per cent of the entire cooperative retail turnover. (102) Particularly in the grocery trade, the
convenience of a shop’s location can change drastically as a result of
road works, traffic diversions and the like. The fact that today the
ICA shops are as a rule more favourably located, that they are sited
on the “new street” whilst the co-operative shops are on the “old
street” can be seen at least partially as a delayed consequence of
these ill-placed investments at the end of the ‘sixties. And this brings
us to the end of the 1945 - 75 period. It began for the Swedish
consumer co-operatives with a dynamic upwards development with
them as the active innovators in the retail trade sector. However, in
the early ‘seventies the movement suffered its first serious profit
setbacks. And these were only a foretaste of what the ‘eighties had
still had in store.
Lars Eronn, no businessman, but rather a man from the members’
organisation, recalls “at the beginning of the ‘seventies” the top
managers at KF had begun to preach that all efforts should be geared
to bring a profit to the enterprise. He had opposed this view in a
leading article featured in “Kooperatören” with the argument that
in an enterprise belonging to the consumers it is surely the consumers who should be the recipients of the profit. (103)
Eronn notes also that today everything is expected to yield a
“surplus”, a “capital gain”, or a “maximal interest.” “Just like that
profiteering economy which, according to the co-operative ideology,
is exactly the opposite to co-operation.” (104) There is a sad paradox
in this ideologist’s complaint. In the earlier times when it was not
openly advocated profitability actually had not been a problem - but
by the early ‘seventies it had become necessary to start speaking
about such things because profits had been shrinking dangerously.
It had been easy for Albin Johansson to despise the expression “good
margins” in connexion with commercial wares, and his opposition to
retail price control by the manufacturers helped to ensure that the
movement’s consumer political activists (under Mauritz Bonow)
succeeded in pressuring the Swedish Reichstag to outlaw gross
pricing in 1954. (105)
To Eronn’s regret, the belief in “good margins” was fairly widespread throughout the co-operative movement by the early ‘seven291
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ties. But that happened basically because the margins achieved
were often no longer sufficient to cover rising costs.
Table 9:
KF AND PRIMARY CO-OPERATIVE NET INVESTMENTS
OVER THE PERIOD 1955-1975 (IN MILLION SKR UNITS)
1955

1960

1965

1970

1975

KF
of which in wholesale business
in industry
Co-operatives

55.0
21.2
33,8
35.0

104.0
38.8
65.2
44.0

190.1
28.8
161.3
106.0

319.4
68.4
251.3
311.0

493.0
73.0

Total
Investment quota in %

90.0
2.8

148.0
3.5

396.1
6.3

630.7
6.4

658.0
4.4

Fig. 4:
LONG-TERM CO-OPERATIVE CAPITAL SOURCES
1946-78 (KF AND PRIMARY CO-OPERATIVES)

165.0

Source: S.A. Böök: Utvecklingstendenser i det kooperativa kapitalet, unpublished
manuscript, p. 6

Table 10:
CAPITAL SOURCES OF THE SWEDISH CONSUMER COOPERATIVES (KF AND PRIMARY CO-OPERATIVES)

1946
%

1950
%

1955
%

1960
%

1965
%

1970
%

Members’ capital

92

86

84

79

69

61

56

Loan capital
from members

25

22

24

25

21

21

19

Equity capital

47

44

39

36

31

24

20

1) credit market
2) pension funds
3) laon capital from members
4) tax-free undeclared reserves
5) equity capital

Tax-free undeclared
reserves

20

20

21

18

17

16

17

Source: B. Tronet: Kooperativ Kapital, Ystad 1979

4

7

8

6

19

25

26

Loan capital from
cooperative
pension funds
Loan capital
from the
credit market

1975
%

4

7

8

15

12

14

18

100

100

100

100

100

100

100

Source: S.A. Böök: Utvecklingstendenser i det kooperativa kapitalet. Unpublished
manuscript, p. 10
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Table 11:

CURRENT STATUS OF THE SWEDISH CONSUMER
CO-OPERATIVES

DIVIDEND RATES
(PERCENTAGE OF PRIMARY CO-OPERATIVES PER
RATE)
Year

0%

1955
1960
1965
1970
1975

1.8
0
0.9
4.7
14.3

0.1-2.9 %

3%

3.1-5.9 %

11.3
0.3
4.7
34.5
54.3

73.6
71.8
68.6
35.4
12.2

13.2
26.7
24.3
22.8
16.5

6.0 %

Total

0.1
1.2
1.5
2,6
2.7

100
100
100
100
100

The Stockholm business magazine “Veckans Affärer” included
consumer-co-operative-owned enterprises in its reviews of the results achieved by the country’s most important companies for the
first time in the issue dated 21st May 1987. On that occasion it noted
some extraordinary differences. NÖK the Finspång-based co-operative in northern Östergotland, was one of the best of all the companies taken into account. With an annual turnover of 380 million SKr,
this “golden egg” of the co-operative group returned a 26 per cent
profit on total capital. Relative to equity capital this medium-sized
consumer co-operative achieved the second best result of all the
companies taken into account. Its management was justly proud of
being in a position to recommend the payment of a 5 per cent
dividend on all purchases made by members during the year 1986.
(106)
But in other branches of the consumer co-operative sector the
world was by no means in order. “There is certainly no shortage of
problem children in the co-operative family,” “Veckans Affärer”
informed its readers, and the overviews published by the magazine
showed clearly where some of these were. The counterpole to NÖK
is probably Coop Västernorrland. But even the big Gothenburg cooperative is not doing well. There is de facto a belt of weak cooperatives throughout central Sweden. “Veckans Affärer” includes
NÖK amongst those co-operatives who hit back at the private sector
with their own weapons, and who are less concerned with the
principle of solidarity than they are with purchasing on the most
favourable terms (whether from KF or from private suppliers). The
greater part of the 380 million SKr turnover is achieved with shops
which are a mixture between a hypermarket and a department
store. These account for some 250 million SKr. There are a further
15 shops in Finspång. The central administration is restricted to a
staff of six, this makes a combination of an aggressive price policy
and a high dividend possible. Democracy for the members has also
been retained.
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This exclusive reporting of the results of the co-operative group in
an independent business magazine must be seen as another manifestation of the increasing policy of openness which the KF Group
has espoused in recent years under managing director Leif Lewin.
This frankness seems to be the consequence of a deliberate policy
pushed by the central authorities in particular. Those familiar with
the movement will know that the boards of those co-operatives
which are having financial problems are not particularly keen on
“Glasnost” and, indeed, until recently were able to prevent any
reference being made to their economic performance even in internal publications. The fact that a policy of openness - at least limited
- had to be chosen seems to be the result of the pressure of an
extremely unsatisfactory business situation which permits only this
as the way out.
Table 12:
THE BIGGEST ENTERPRISES IN THE SWEDISH
CONSUMER CO-OPERATIVE GROUP AND THEIR ORDER OF IMPORTANCE IN THE SWEDISH ECONOMY
Rating
1985
6
42
119
127
141
178
181
191
197

No
1986
6
46
126
131
144
178
181
190
199

Enterprise

Turnover
1986
million SKr

KF
Co-op Stockholm
Co-op Solidar (Malmö)
Co-op Väst (Göteborg)
Co-op Värmland
Co-op Västerbotten
Co-op Norrbotten
Co-op Uppsala
Co-op Dalarna

29,476
6,248
1,816
1,661
1,429
995
964
884
824

Net Result Manning
Million SKr
level
327
117
10
-8
56
29
9
5
1

27,007
8,118
2,264
1,897
1,695
1,339
1,270
1,147
1,072

Source: Veckans Affärer No. 21-22 dated 21.5.1987 (Incidentally, the ICA central cooperative is rated as the 7th biggest Swedish enterprise with a turnover of 24 469
million SKr, 14,088 employees and a net profit of 732 million SKr i.e. one far superior
to that of KF. The OK petrol co-operative central co-operative - closely associated with
KF - is rated 49th biggest (6 144 million SKr turnover, 798 employees). Like the other
oil companies OK incurred massive losses in 1986. In this case 433 million SKr. With
roughly the same turnover Shell made losses of 426 million SKr, and BP losses of 189
million SKr).
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3.1.

“BLOOD, SWEAT, AND TEARS”

In August 1986 “Dagens Nyheter” devoted a series of articles to
what this newspaper called the “Crisis in the Swedish Co-operative
Movement”. (107)
Under subheadings such as “End of the world mood at KF” this
widely read liberal newspaper reported the fact that in recent years
KF had conceded considerable market shares to private traders and
has itself been returning unsatisfactory figures. KF itself, one of the
ten biggest enterprises in Scandinavia, also returned the worst
results amongst the “top ten”. This had led to certain internal
differences. The more successful amongst the 142 Swedish consumer co-operatives had begun to grumble because they were expected
to help out their badly run sister organisations. “If nothing is done
at central co-operative level we shall have to do something ourselves
out there in the co-operatives. We are responsible to our members
and not to KF” - thus quoted “Dagens Nyheter” a “well situated” (but
unnamed) source. The same unnamed source, which must be located
in one of the discontented profitable co-operatives, was reputed to
have said” There are still co-operatives whom we should have taken
to task 25 years ago”. (108)
“Dagens Nyheter” also repeated complaints to the effect that a
part of the co-operative movement had become too bureaucratic and
that an administrative instead of a commercial mentality was
prevailing. Another reason for discontent was said to be the problem
of the co-operative department stores dating back to the ‘sixties.
They now find themselves at a disadvantage vis a vis the specialised
shops and supermarkets on the town outskirts.
“We are sweating and groaning, but this is not a crisis” said Leif
Lewin, KF managing director, in a long interview at the end of the
series. He stressed that his critical speech delivered to the federal
congress of the Swedish consumer co-operatives in the spring had
been a deliberate move to make people aware of the seriousness of
the situation. On the other hand, “it is not the worst thing that could
happen if KF loses one or one and a half percent of its market share.
The reproach that more than 40 per cent of the KF member cooperatives finished up in the red in the last year was countered by
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Table 13:
THE BIGGEST RETAIL TRADERS IN SWEDEN IN 1986
Enterprise

Turnover
in million PercentaSKr
ge
difference

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

Systembolaget
11,922
Apoteksbolaget
7,710
Coop Stockholm
6,248
Ikea
4,728
Hennes & Mauritz
3,763
Priab
2,140
Coop Solidar
1,816
Coop Väst
1,661
Ellos
1591
Coop Värmland
1,429
Kapp-Ahl
1,326
NK (Nordstjernan)
1,168
Metrobutikerna
1,030
Coop Västerbotten
995
Coop Norbotten
964
Coop Uppsala
884
Coop Dalarna
824
Coop Västmanland
795
Coop Sörmland
750
Coop Örebro
747
Coop Västernorrland
730
Lindex (ICA)
721
Coop Kristianstad-Blekinge656
Coop Domus Jönköping
577
Josefssons
550
Haléns postorder
Great Universal Store
528
Coop Norrort
509
Gulins
504
Coop Skaraborg
488
Coop Bohuslän-Dal
456
Coop Kronoberg
425
Coop Jämtland
414
Coop Norra Östergötland 315

Profit

Capital

of which Nett result Difference
abroad in
before
in million
%
taxes
SKr

8
9
9
15
16
33
11
9
21
9
24
11
4
9
8
9
8
5
5
6
6
22
11
6
22

0
0
0
57
50
2
0
0
27
0
0
0
0
0
0
0
0
0
0
0
0
27
0
0
?

363
74
117
174
373
62
10
-8
108
56
31
31
?
29
9
5
1
2
-9
-3
-9
50
1
-3
?

-11
3
72
68
59
18
-1
-2
32
5
2
18
?
6
6
0
6
10
7
2
-6
6
16
-4
?

33
7
22
2
8
11
8
0

23
0
7
0
0
0
0
23

33
29
8
-13
3
2
2
3

31
5
3
-2
-2
2
4
7

Manning Level

Gross
Profit Profit as Balance Equity
Gross Number Of Difference
profit in as % of
% of figure in capital as investwhich to year
%
total
equity million
%
ments in
in previous
capital capital
Skr
million
Sweden
SKr
3
18
31
2,666
24
30 2,448 2,448
-58
2
5
7
2,148
26
206 9,731 9,731
96
3
11
15
1,412
30
112 8,118 8,118
59
6
13
17
2,733
20
126 2,203 2,203
78
10
29
32
1,410
47
146 4,787 2,694
433
2
10
12
1,017
27
108 2,857 2,857
244
2
6
4
348
33
34 2,264 2,264
-37
0
0
-4
348
28
42 1,897 1,897
66
9
15
18
1,086
29
60 1,124
994
190
4
18
20
389
36
16 1,695
38
3
13
29
351
17
46 1,347 1,347
177
9
10
7
782
28
64 1,735 1,735
-92
?
?
?
?
?
? 1,098
?
-63
4
13
17
306
29
18 1339
1339
7
3
8
7
291
24
22 1270
1270
68
2
5
4
267
30
35 1,147 1,147
-12
2
6
1
218
23
9 1,072 1,072
us
2
4
2
210
30
7 1106
1106
-41
0
0
-10
191
22
13 1,114 1,114
-79
3
6
-5
245
16
16 1,081 1,081
-41
1
1
-6
194
52
10
778
778
-26
8
19
21
291
44
13
769
593
48
3
1
6
135
18
7
722
722
-39
7
3
-5
163
16
41
777
777
6
?
?
?
?
?
?
?
?
?
11
6
5
-1
1
3
3
25

21
24
13
-7
5
8
7
46

25
25
15
-46
3
us
4
100

270
141
220
99
106
92
119
26

28
44
14
14
37
us
24
4

6
44
28
9
3
us
4
355

348
7
692
606
592
536
580
355

308
587
637
606
592
536
580
11

54
5
83
-11
-8
14
0

Source: Veckans Affärer No. 21-22 dated 21.5.1987
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Lewin with the argument that it had never been possible for all cooperatives to perform equally well at one and the same time. Lewin
also drew attention to the profitability of the central KF group where the industrial sector in particular produced positive results.
This central economic sector, which was recently divided in 40 subunits, is expected to yield positive figures in all branches in 1987.

this case was that the strength of the central co-operative was
progressively undermined. The member co-operatives had problems
which were not solved. The central co-operative did not adapt to the
reduced capacity of its member co-operatives. One major regional cooperative went bankrupt. This started an avalanche ! Creditors, the
banks, and other finance institutes lost confidence in the co-operative sector as a whole. Securities were demanded, repayments ... It
was like a house of cards ... Today there is no equivalent of KF in
France. Today the greater part of France is a consumer co-operative
vacuum. Only four regional co-operatives remain. They are obliged
to purchase their supplies from private wholesalers.”

In view of the critical reporting on the part of the mass media it
is scarcely surprising that the managing director of KF should stress
the strong points of the rich-in-tradition Swedish consumer cooperative movement. It is clearly not his job to promote an “end of the
world spirit” or apathy amongst employees, members and managers
in the co-operatives. Rather he must try to encourage zeal and the
willingness to make sacrifices. With this in mind he deliberately
styled his main address at the Västeras federation congress on June
10th 1986 along the lines of Churchill’s famous appeal to the British
people in 1940: “We have hard work and sacrifices ahead of us: Blood,
sweat and tears”. Lewin’s impressive speech, which was reproduced
in the managers’magazine of the Swedish consumer co-operatives
(109) is worth quoting at some length because of the way it openly
faces up to the situation of the consumer co-operatives on the
international scene.
“It began with the Dutch co-operatives, which collapsed a good ten
years ago ... the breakdown of co-operation was one of the key
reasons for this.
Then came the crisis in the West German co-operative movement.
The trade union bank and the trade unions themselves took control.
The majority of the co-operatives were converted into limited companies. Today West Germany has only two major consumer cooperatives: Konsum Kiel and Konsum Dortmund. The others were
all merged into coop AG in which the consumers have no influence.
Belgium borders on West Germany. Here the catastrophe has
almost taken its full course ... In Great Britain, the motherland of cooperation, the movement is heading for serious trouble. In 1960 it
accounted for a market share of 11 per cent. Today it is approaching
the 5 per cent mark.

After presenting this alarmingly gloomy picture of the international co-operative scene, and claiming that adapting to the wishes of
the consumers would be made the supreme guideline in future, Leif
Lewin turned his attention to the situation of the consumer cooperatives in Sweden.
3.2.

A STRONG INDUSTRIAL GROUP

Lewin saw a “clear warning signal” in the decline of the annual
gross surpluses achieved by the Swedish consumer co-operative
movement. This downturn dated back to the early ‘seventies.
On the basis of this overall picture, Lewin pointed out, there are
also Swedish co-operatives - some of them quite big ones - which
would have had to go bankrupt but for the reserves which they had
built up in earlier years, and the inter-co-operative solidarity which
they can rely upon to keep them afloat.
What can KF do in the face of this threatening trend ? In the first
place Lewin points to KF‘s considerable industrial group with a
15,000 workforce exporting 50 per cent of its output to strengthen
the movement as a whole with its positive contribution. The policy
of the industrial group is to develop further those activities which
are already doing well. For example, Gislaved, the co-operative tyre
manufacturing company, bought up the loss-making Viking plant in
Norway and turned it into a profit-making enterprise. On the other

On the other side of the English Channel the demise of the
movement has become all too much of a reality ... the background in
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hand, the group sold off its wood-processing company at Fiskeby
because this branch of industry is highly sensitive to the whims of
the economic cycle - and of course, the sale released a much needed
billion SKr for other, more important projects.

divisionalise by hypermarkets, city department stores, supermarkets, more effective administration, etc. But seemingly the regionalistic forces inside KF management found this recipe tasted too
much of centralism. Thus in 1986 only a certain “strengthening of
the Reconstruction Agreements” was put into practice thus allowing
KF to appoint one member to the board of the co-operative being
reconstructed. We can conclude that KF is allowed to pay - indeed,
Lewin himself mentioned the sum of one billion SKr over the last ten
years - but its right to exert any influence is very much restricted.
And so joint marketing activities, such as nation-wide advertising
for inner city department stores could only be mentioned in the form
of abstract ideas for the future even by Lewin.

Fig. 5:
SURPLUSES ACHIEVED BY THE SWEDISH CONSUMER
CO-OPERATIVES

The third line of approach which KF has adopted in the face of the
difficult economic situation is a package of measures given the
designation “KF 85”. These include a thorough reorganisation of the
central sector - except for the industry holding and the tourist
activities - but including amongst others the food processing industry, the central warehouses, the publishing house, etc. Plans here
include finding wholesale customers for co-operative-produced
goods also in the private sector
heavier line: inflation adjusted surpluses (in SKr of 1985)
thinner line: surpluses in current market prices
Source: Ledarforum 6/86, p. 4

A second line of approach, this time concerning the problems of
individual co-operatives, is to be seen in the “Reconstruction Department”. This steps in with advice and financial aid in emergency
cases. These forms of co-operation under the auspices of “Reconstruction Agreements” are to be further strengthened in the future
to ensure mutual benefits such as supra-regional advertising for
certain marketing lines. At this point Lewin made a quite nostalgic
reference to SHF, the “Hospital Co-operative” which was wound up
in 1968. He noted that one of the leading co-operatives of the present
day, Rönninge, had spent 10 years under the SHF wing in its time.
Compared to the SHF system, the Reconstruction Agreements
introduced towards the end of the ‘seventies seemed a much less
efficient instrument, and Lewin thought there was a lot to be said for
reintroducing SHF: uniform responsibility, the possibility to
302

In this latter context Leif Lewin defended the decision to abandon
the use of the Coop “infinity symbol” on certain categories of goods
with the argument that this would enable production plants in
question to operate on 100 per cent of the market instead of just 20
per cent as has been the case so far. He made a special mention of the
importance of manager training before coming to a close with the
result for 1985: The KF group ended that year with a trading surplus
of 220 million SKr, this being largely attributable - as usual - to the
industrial holding,
Together the 142 KF member consumer co-operatives achieved a
modest surplus of 7 million SKr with turnover of 31 billion SKr.
However, it should be realised that the surpluses accrued by the
efficient co-operatives amounted to some 250 millions which means
that the weaker co-operatives had lost about the equivalent amount.
This problem of differences in performance and the danger which
it presents to interco-operative solidarity was probably in Leif
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Lewin’s mind when he implored members to remember what had
happened in the case of France. On the subject of the source of losses
he made special mention of inventory wastages which in 1985 had
increased by 0.5 per cent to reach an equivalent of 2.6 per cent of the
turnover. Combatting this problem in general was also discussed in
the magazine “Ledarforum”, which served as the source of this
presentation.

‘sixties and beginning of the ‘seventies, every third new shop opened
in the retail sector was a co-op shop. In the meantime this proportion
has fallen to every sixth” i.e. in the years 1974 and 1975. (110) There
were not many new openings during 1976 either. In this context
Persson points out that this trend should be seen against the
background of a Swedish retail trade which has been overdimensioned for some years already. Despite this slacking off in investments
the consumer co-operatives claimed a greater share of the market in
1976 than they did in 1975. The net result of 262 million SKr for 1976
featured a relatively insignificant extraordinary result - however
this is an item under which extraordinary costs and earnings are
balanced against each other and thus not detailed. Persson considered it to be important in 1976 “that when distributing the surplus
profits in future priority should be given to increasing equity
capital.” This should be achieved not just by resisting demands for
higher dividends, but also by increasing the standard amount of
shares. (111)

3.3.

THE 1970‘S AND 1980`S AS SEEN BY THE CHIEF
AUDTTOR

In the Swedish consumer co-operative movement it is usual for
the April issue of “Kooperatören” to feature a report by the chief
auditor on the economic progress achieved during previous fiscal
year. However, the writers of these reports are bound by certain
conventions and rules. One of the most problematic aspects arising
from this tradition is that the results of individual primary cooperatives are never analysed in detail. Instead the report comments only on global - or at the best, regional - data. Whilst this
practice may spare the feelings of the less successful co-operatives,
who could otherwise feel that they are being pilloried, it also denies
those who have done outstandingly well to bask in the glory of their
success. This, of course, brings us to an aspect of that kid-gloved
approach to hard facts which has done little good to co-operative
movements in many countries. It is only very recently that this
practice was circumvented in Sweden by the publication of detailed
figures in “Veckans Affärer”.
Yet despite these restrictions on their information content, the
reports appearing in “Kooperatören” do help to give a deeper insight
into the picture of the problems of the KF group under discussion
here.
Gustav Persson (until 31.12.1985 chief auditor, then member of
the KF board of directors) began his report for 1976 with the
statement that the “vigorous expansion which characterised the cooperative sector during the ‘sixties and beginning of the ‘seventies,
and which manifested itself in the form of new department stores
and grocery stores, has eased off in recent years. At the end of the
304

Table 14:
BUILD-UP OF RESERVES IN THE CONSUMER
CO-OPERATIVES
Year

Non-taxable

Taxable reserves

Total

1967
1968
1969
1970
1971
1972
1973
1974
1975
1976

40
43
-18
15
-3
-32
14
63
0
15

10
18
19
22
14
13
19
25
16
22

50
61
1
37
11
-19
33
88
16
37

sum 1967-1976

137

178

315

Source: Kooperatören 4/1987, p. 22
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From the many tables featured in the article, the one showing the
build–up of taxable and untaxable reserves by the consumer cooperatives over the period 1967 - 1976 has been reproduced above.
The dramatic dip in 1972 may well have had an influence on the
investment stop referred to by Persson. Personnel costs as a percentage of turnover show a sharply rising trend (1976 14.4 per cent
compared with 13.9 per cent in 1975). The Obs-hypermarkets were
the best profit earners (4.5 per cent) whilst amongst the smaller
shops working on a shoestring margin the “Servus” shops i.e. those
shops with the late opening hours were contributing twice as much
as other shops of comparable size.

One of the chief auditor’s recurring themes was that of the
increase in inventory wastage, there having been a sharp rise in this
trend during the ‘seventies and ‘eighties. In 1979 it had already
reached a level equivalent to 1.9 per cent of the turnover (+0.2 per
cent compared with 1978). Apart from losses due to perishable goods
going bad, erroneous cash accounting entries, goods being marked at
the wrong price, etc., “a great part of this wastage is to be accounted
for by dishonesty in various forms.” (114) Again when discussing the
fiscal year 1981 Persson returned to this problem. In view of wastage
having reached record levels an investigation was carried out which
revealed that “administrative wastage” was at a level equivalent to
0.8 per cent of the turnover, physical destruction (perishing) 0.4 per
cent, and the estimated figure for the rest was put down to various
forms of dishonesty. The taboo of pilfering by personnel was not
touched upon directly but Persson complained that at wastage
seminars supervisors and staff were sometimes ill motivated to
work with the preventive means or security material which KF has
made available to all co-operatives. (115) (this may in fact be one of
the competitive disadvantages vis a vis the private traders in ICA
where the owners are personally very much interested in combatting inventory wastage.) Persson went on to point out that “the shop
structure of those co-operatives with big department store units,
which account for a half of the turnover showed itself to be a major
sales weakness of the KF group at times when the trade cycle was
going through a down swing. A falling off in the demand for seldom
bought goods reduced the customer frequency and thus also the sale
of other goods of everyday necessity in the store. Instead the latter
goods are more usually purchased at local shop level where the
consumer co-operative movement is not so well represented.” (116)

Already when considering the development for the year 1979, a
relatively good year with both the market share and the profitability
showing improvements, Gustav Persson came to judge those sins for
which the sector would have to pay so dearly later. In his retrospective review of the ‘seventies he found himself “compelled to point out
shortcomings in the longterm planning. The investments made at
the end of the ‘sixties were effected on the basis of unrealistic
forecasts regarding population and consumer trends, and competitive activities. Too many new openings led to an overcapacity from
which the retail trade suffered throughout the ‘seventies and whose
consequences we shall continue to feel well into the ‘eighties.” (112)
Following this somewhat euphemistic reference to the retail trade
as a whole Persson concludes: “Our experience suggests ..... as a
result of having been reorganised, the co-operative retail business is
now much more influenced by the business cycle.” After the investment stop in the mid ‘seventies Persson speaks about a wave of reinvesting in existing fixtures. In view of a toughening of market
conditions the co-operatives were forced to reduce their dividends
from “the average level of a good 3 per cent at the beginning of the
‘seventies to below the 1 per cent mark. And this despite the attempt
to keep them up as long as possible - too long in the case of many cooperatives - by drawing on reserves built up in the past.” (113)
According to Persson, the loss of the dividend did have a slightly
negative effect on members’ patronage over the short term, but
much more important than this transitional phenomenon was the
loss of an attraction to become a member.
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There was another respect in which Persson regarded the department stores as a millstone round the co-operatives’ neck: “There is
a certain risk in having co-operative resources tied up to such a high
degree in that too much effort may be directed towards achieving
sales volumes with the result that the local shops become neglected.”
(117) “The low number of new shops being opened by the cooperatives gives reason for alarm,” and in developing the sales
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apparatus one should “step on the gas (open new shops) and at the
same time apply the brakes (close down shops).”

a term equivalent to a “suspension” of dividend payments suggests
that the idea of abandoning such a traditional co-operative feature
does not come easily in Sweden either.) A wave of new shop openings
(encouraged by KF who allowed these new shops rebates on goods
purchased) resulted in the highest number of new openings since the
year 1977. Also, “the department stores are undergoing a complete
change in both structure and content.” The bigger department stores
have been given a broader and deeper range of goods with the accent
on the up-to-date and fashionable angle. Some smaller–sized department stores were converted into big grocery stores or markets
for articles of everyday necessity. In the latter case only those nonfood items having a high stock turnover rate were left in the product
range.

The fact that investments effected during the ‘sixties had meanwhile turned out to be a serious encumbrance to the co-operative
movement is borne out by Persson’s comments on the contributions
to overheads in 1981. The department stores “could not cover their
own costs” ... “this fact is an alarming one because such a high
proportion of the turnover is realised through the department stores
and considerable resources in the form of staff and capital are tied
up with this type of store.” In the context of these complaints Persson
suggested that “alternative solutions should be tried here, solutions
such as the the part leasing out of objects, closing down and
screening off parts of or entire floors, or in extreme cases, closing
down the store itself.” (118) In contrast to this problematic situation
in the department store sector Persson was able to point to the
success of the “Servus” local shops with late opening hours. He
revealed that “40 per cent of the customer visits and 46 per cent of
the sales” are made “between 5 p..m. and 9 p.m.”. Further “44 per
cent of the purchases made during a week are made between
Thursday and Sunday. The study shows that there is a customer
demand for shops that are open at times when most others are
closed. The consumer co-operatives should also feel the need and
have the possibilities to open more new “Servus” shops.” (119) This
may be read as a covert argument against trade union influences
inside the Coop movement. In Sweden als elsewhere unions would
prefer to have fixed shop closing hours and this may hamper cooperatives in this field.
In the last of his reports for “Kooperatören” covering the 1984
fiscal year Persson had the department store problem at the top of
his list. But he was also critical about “all too high administration
costs”. The reorganisation of KF, which resulted in the “new KF”
under the management of Leif Lewin should now be followed by
reorganisation at primary co-operative level and the realisation of
“new coops”. The fact that in 1984 membership was increased by
30,000 “the biggest influx of new members since the dividend was
discontinued by a number of co-operatives” was noted by Persson
with some gratification. (120) (The fact that Persson prefers to use
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“These sweeping changes are often undertaken in co-operation
with KF or other co-operatives.” (121) Further, “the selling of central
real estate ... has become a much more frequent co-operative activity. Quite often the price realised is well above the accounting value
and thus yields a major extraordinary contribution.” (122) Persson
followed up this fairly neutral observation with a serious reminder
to the effect: “Generally speaking one can only warn against the
short-sighted practice of making real estate transactions with the
object of covering trading losses. Very often in such cases the effect
is only to keep avoiding the real problems. Furthermore, the cooperative will find itself burdened with higher leasing costs.” (123)
The long-serving chief accountant ended his annual report in
“Kooperatören” with an appeal: “An energetic effort must be made
to stamp out slackness, apathy, and defeatism if we are to be
successful with our ideas and our activities.” (124)
His successor, Giselher Naglitsch, took up the same line in his own
report for the year 1985 by warning against the using up of hidden
reserves to “offset successive losses or to pay out dividends.” In the
year 1985 there were still 57 co-operatives paying out the total sum
of 135 million SKr in dividends - but this sum was in excess of the
trading surpluses achieved and thus meant that equity capital was
being drained off. (125) On the subject of the balance from extraordinary income and expenditure Naglitsch mentioned the sum of 262
million Skr for 1985 as income from the sale of building sites,
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including the warehouse building sites at Gothenburg, Helsingborg,
Eskilstuna, Kalmar, and Västeras. For the year 1990 there are plans
for about 60 department stores with the full product range. As far as
personnel were concerned, Naglitsch submitted what he said was
his “personal opinion”: “Personnel are needed most when there are
customers in the shop with the purpose of doing their shopping. The
most extreme consequence is to be seen in a need to redistribute staff
during the week in order to cope with the hours of opening. The same
logic leads to a different annual working time schedule. Both these
ideas may be unpopular and difficult to negotiate but they are worth
trying out.” (126) What Naglitsch is gingerly getting at here may also
be seen as a grave competitive disadvantage which hampers the
Swedish consumer co-operatives: Their tradition as being a model
employer particularly well disposed towards the trade unions. This
attitude would not encourage the deployment of personnel on a
customer frequency basis. Private traders in the ICA group probably
find it less of a problem to work with a minimum of permanent staff
and part-timers for the peak shopping hours. A fact mentioned by
one of our interviewees - namely that in the co-op department stores
the staff often choose to go to lunch at exactly the same time when
most business firms have their lunch break and the incidence of
customers is thus higher - seems to be in the same context.

organisation as a whole - which Leif Lewin had rightly reminded of
what had happened in France as a warning.

3.4.

LIMITS OF THE REFORMS SO FAR

Even if the Swedish co-operative movement has identified many
of its problems and has already attempted to solve some of them with
pragmatic reorganisations, the prevailing mood is still scarcely
what one might expect for a rigourous fresh start. This becomes most
apparent from the interviews given in connexion with this study.
The various discussion partners drew attention to the unsolved
character of several basic problems in more precise terms than the
diplomatically phrased reports of the auditors’ department. This
applies not only to the role of the co-operatives as a members’
movement, the co-operative culture, and the commercial scope open
to KF, but also to the still unsolved structural problems of the
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3.4.1. EXERCISES IN REJUVENATION
Under the auspices of the relatively big and well-staffed research
institute belonging to the Swedish consumer co-operative movement efforts were made - and still are being made by younger
graduate staff in particular - to encourage the new co-operative
ideas of productive co-operatives and “alternative” consumer cooperatives. These new co-operative types have been stimulated by
the rising unemployment rate amongst other things. But it would
appear that there is an almost unbridgeable gap between the big,
commercially established co-operative units and the mostly underfinanced and quantitatively insignificant newly-opened “alternative” types. There is also a problem of the different mentalities:a more
senior co-operative expert remarked somewhat negatively that a
younger acquaintance stayed away from his regular job on the
pretext of being ill so that he could be free to carry out voluntary cooperative work. As far as the members of the classical consumer cooperatives are concerned, attempts were made in 1971, 1976, and
1983 to revive flagging active interest by organising study circles
which led up to consumer congresses. Some quite sensible and
practical ideas did emerge from this initiative (e.g. the 1971 consumer congress suggested the creation of an own range of particularly
favourably priced goods required for everyday use, and the 1983
consumer congress made a strong case for the inclusion of baby food
in the “blue-white”, non-branded selection of cheap products). By
contrast the resolutions passed by the 1983 congress concerning biofoodstuffs, feminist quota regulations, environmental orientation,
and the rejection of special offers must be seen as being much more
in line with the intentions of a consumer-political avantgarde among
members’ representatives than with those of the average Swedish
consumer. This explains also why these resolutions were regarded
with some skepsis by the “professionals” from KF and the big cooperatives. Today the KF-group is the leading Swedish retailer as
far as health foods and environmental products are concerned. This
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may be in part a spin-off of the enthusiasm of their avantgarde
members. It is part of a “green” image that is quite important for any
retailer who wants to cater to a well-educated, well–off public. Still,
it can be said that neither the thrust made by the new co-operative
activists of the ’68 generation nor the attempt to integrate them into
the traditional and “less volatile” movement met with optimal
success. This is also apparent from Backman’s complaints about the
“manipulation” of the first consumer congress. (127) And it explains
why this form of co-operation with the consumers, good for publicity
as it is, does not appear to be much en vogue at the moment. Nobody
mentions the original idea of holding such a congress every four
years any more. On the other hand, the classical problems with an
elected representatives’ democracy are encountered even in Sweden. For example, a lack of understanding for the need to close down
small shops running at a loss, or the application of a differentiated
price policy based on real cost differences. (128) Such problems could
well be at the root of economic weaknesses in some of the smaller
primary co-operatives in particular. But manager dominance in the
Swedish consumer co-operative movement may make these difficulties generally less acute than would be the case in “ideologised” cooperative groups. It seems highly unlikely that there could be any
mobilisation of members in the face of present economic difficulties,
however. Generally speaking also it would seem that there is little
understanding for the urgent need to increase the normal shareholding of 200 SKr - which has meanwhile been largely undermined by
inflation. The increase to 500 Skr stipulated in the standard statute
of 1982 apparently sparked off some heated discussion.

were not exactly encouraged and there was always a “big daddy” to
ask when in doubt said one of our interviewees. Furthermore,
attention was drawn to the restricted sphere of KF power beyond
which (within the primary co-operative sphere) there is not necessarily always the same degree of openness. Particularly those cooperatives which have meanwhile become “problem children” actively seek to prevent any critical discussion of their problems in the
co-operative arena - and this even after these problems have already
been featured in the local press.

3.4.2. KF’S LOSS OF POWER
Most of the interviewees stressed that they wholeheartedly approved of Leif Lewin’s policy of openness and his new style of
leadership. They also stressed the difference between today’s and
the traditional way of doing things in the Swedish consumer cooperative movement. Leif Lewin’s policy of not playing the authoritarian patriarch figure contrasts considerably with the traditional
company culture in which independent actions and critical openness
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As a result of paying subsidies to ailing primary co-operatives (for
tax purposes these subsidies are usually paid in the form of rebates)
KF itself is losing substance. It is believed that during the last ten
years at least one billion SKr has been paid in subsidies. This made
it necessary to sell off some of the KF industrial interests such as its
holding in the paper industry at Fiskeby. Thus nowadays even when
well run companies, such as the rubber factory at Gislaved, want to
increase their capital this has to be done through the stock exchange.
And even the KF industrial sector is not without its own problems.
The electric lamp bulb factory “Luma”, a symbol of the battle against
the electric lamp cartel, has become meanwhile an enterprise
heavily in the red. But the decision to sell it off encountered
enormous “sentimental opposition”. The cash register firm, Hugin,
was not successful in making the transition to electronic technology
and had to be sold. Gustavsberg is still a problem amongst the
remaining KF sector, and textile production is suffering as a result
of competition from the Far East. Similarly, some of the food
processing factories have capacities in excess of the consumer cooperative offtake. Even if these plants are now producing goods not
branded with the co-operative trade mark, i.e. intended for the free
market, many observers doubt that the private traders would be
interested in stepping in as buyers even at cost price. The traditional
differences are too deeply set.
Whilst it is true that the industrial sector is still bringing in high
earnings for KF, the encumbrances are also high and are tending to
weaken this once all powerful central organisation. In this context
those co-operatives which are still contributing to profits themselves
are becoming increasingly critical of the practice of their having to
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help with the financing of less efficient primary co-operatives via
increased wholesale prices. This lobby made its loudest protest so far
about 1983-84 with the powerful and profitable Stockholm cooperative leading the chorus: (the traditionally a bit strained relationship between KF and this co-operative was somewhat ironically
summed up by a KF representative who said: “Stockholm tells us
what we have do do, and we listen carefully.” Another interviewee
spoke of the KF headquarters as a “small island in the Konsum
Stockholm sea”). A consequence of this “revolt on the part of the
subsidy payers” was - apart from a reduction of the KF commission
on agency transactions - pressure on the ailing co-operatives to sell
off real estate assets. These usually internal sales - for example, to
the pension fund - of course do nothing to change the fact that the
financial status of the movement as a whole is deteriorating, and the
difference between the selling price and the accounting value may
even contribute to that non-productive procrastination of necessary
restructuring measures which leading KF accountants have already
criticised.

organisation was called OK group. Its remarkable growth was
fostered by the setting up of a comprehensive network of OK petrol
stations. The OK share of retail petrol sales increased from 5 per cent
in 1939 to 14 per cent by the year 1960, and 16.4 per cent in 1977. By
1984 it had fallen back to about 15.9 per cent. (130) In recent years
the OK Group has established a name for itself as being an innovative and active contestant of the petrol market. It was the first in
Europe to introduce self-service petrol stations, it pioneered the
selling of cheap, non-branded spare parts, and it set up do-it-yourself
repair workshops under the supervision of qualified mechanics for
the benefit of the Swedish private motorist. (131) Unfortunately this
co-operative group has run into serious financial difficulties in
recent years, and by virtue of capital tie–ups with KF, the latter has
also suffered. To begin with the construction of a refinery proved to
be more expensive than originally thought because of the need to
include additional and cost intensive cracking installations for the
new grade of petrol required by motor car engines fitted with
catalysers. Also, the OK co-operatives became involved in a price
war against the international oil companies between 1984 and 85
and this proved to be a very costly venture incurring extremely high
losses for all parties concerned. During a phase of latent excessive
supplies the oil majors confused the price situation by offering
different special terms to companies and groups of persons. OK
replied with a popular measure namely, reduced petrol prices for
everyone, but ruled out the allowance of rebates to privileged
groups. The resulting price war brought losses to OK to the tune of
more than 400 million SKr, although other competitors were hard
hit too (the Swedish Esso affiliate had to be sold to Norway). Yet
despite these heavy losses, individual OK co-operatives continued to
pay out dividends. As a consequence of the serious structural crisis
which followed, the leading organisation, OK-Förbundet, which was
mainly owned by the primary co-operatives (with KF having a
minority interest), was transformed by the foundation of a new
limited company (132) OK Petroleum AB. The Swedish government
took a 30 per cent minority holding in the new company. the Finnish
state-owned Neste Oy oil company took a 53 per cent stake, and the
rest remained with OK Förbundet - which itself was largely taken
over by KF in early 1987.

A further factor which is proving to be a strain on KF reserves is
the involvement in the federation of the oil consuming co-operatives.
3.4.3. THE PROBLEMS OF OK
The oil consuming co-operatives in Sweden have a proud history
which began with the bulk buying co-operative set up by taxi drivers
in 1915. In 1926 a national parent organisation was formed. Between the wars this organisation was still essentially a buying
organisation for the road transport industry. But KF became involved already at that time. Starting from 1934 it helped with the
build–up of equity capital and the accounting organisation of the
purchasing centre, IC. (129) With the growing popularity of private
motoring the co-operative organisation attracted considerable numbers of new members, particularly from the ‘fifties onwards. (in 1930
there were 58 co-operatives with a total of 1,300 members. This
increased to 106 co-operatives and 21,000 members in 1950, and by
1984 the total membership had grown to 995,000.) From 1960 the
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3.4.4. LIMITED ENCOURAGEMENT FROM THE PUBLIC
SECTOR
The fact that state funds were used to rescue the OK co-operatives
is evidence of the generally pro-co-operative climate prevailing in
Sweden. The same could be said of the traditional tax privileges in
connexion with interest payments on co-operative shares. Indeed,
this helped the consumer co-operatives to survive the “suspension of
dividend payments” in 1977 without any extensive recalling of
capital. The increasing of the interest rate on share capital, hitherto
traditionally bound to the 5 per cent level i.e. the gearing of this to
the current discounting rates provoked heated discussions in cooperative internal circles (133) together with the increase in the
value of the standard shareholding from 200 to 500 SKr as stipulated
in the KF standard statute.
Via a “co-operation enquiry” and parliament the Swedish consumer co-operative movement succeeded in having the taxation law
amended to allow the co-operatives to deduct these interest payments for tax purposes in cases where they were ploughed back into
share capital. Furthermore, a new type of share (B-shares) were
issued in 1984-85. These were midway between members’ shares
and long-term loans in nature, but retained voting rights. “The
purpose of this measure is to build up community organs (general
pension funds, employees’ welfare funds, everyman’s savings funds)
which will allow the conversion of greater parts of social savings into
business risk capital.” (134)
From this change in the law it is apparent that the present
Swedish government is prepared to make some considerable effort
to give positive consideration to the financial problems of the
country’s consumer co-operatives. This is not all that surprising in
view of the composition of the government now in power and the fact
that Hans Alsén, chairman of the top management committee at KF
is also a member of parliament. On the other hand, the fact that an
active politician should be the senior representative of the Swedish
consumer co-operatives has drawn quite some criticism from various sides. This coupled with the growing identification of consumer
co-operatives and social democracy - particularly at primary co316
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operative level - could turn out to be a disadvantage should there
ever come a change in the balance of political power. Accordingly it
should surely be part of the KF group policy to make itself as
independent from political benevolence as it was in the past and thus
be in a position to speak out as a powerful representative of
consumer interests.
3.5.

CONCLUSION

As far as the Swedish consumer co-operative movement is concerned. this present period is one of anxiety if not of acute danger.
Admittedly the errors made in the ‘sixties are slowly being offset, but
competition is getting tougher and the private traders’ groups are on
the march. The growing activism which began at the end of the
‘sixties within a section of the membership is hardly likely to be the
bearer of promising business ideas unless perhaps in connexion with
environmentally oriented products. KF and its industrial production group has more or less recovered after the catastrophic year of
1977, which as fate would have it, coincided with an unusually bad
spell for the primary co-operatives. However, the obligation to pay
out diverse subsidies is gnawing away at the substance of the central
organisation. The primary co-operatives can only be asked to share
this burden to a limited extent, and even this causes resentment of
the type seen in France in connexion with the structural problems
there. It is no coincidence that the best managed co-operatives, such
as Coop Värmland, Rönninge, or the much praised by Veckans
Affärer, Finspång do not rate amongst the most loyal KF patrons.
They are more flexible with their buying arrangements. In some
cases they seem to be run on patriarchal lines (with a boss “who
knows best”, has everything under control, and who cuts through red
tape). This may be seen as going some way towards proving the
principle “small is beautiful”. However, the notion long cherished at
KF that the regional co-operatives should not be allowed to grow too
much must be seen as outdated. Emergency mergers were mainly
responsible for the continuation of the long drawn out concentration
process. But the big units thus formed were themselves not always
all that viable. “Konsum West” in Gothenburg, for example is the
problematic result of merging 15 smaller co-operatives, some of
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which were in quite bad shape. To a certain extent the dilemma of
the Swedish KF group can be compared with that of Finland’s SOK
group (allowing of course for the fact that KF’s immediate and
potential resources must be much higher): The central co-operative
is trying to push ahead with modernisation and rationalisation
programmes. It is also a driving force behind the depoliticising of the
movement and finally breaking the exclusive practice of recruiting
managers internally. (Although 85 per cent of the KF board members can be considered to have a left-wing political bias, particularly
in the last three to four years there have been more management
appointments from outside KF purely on the basis of pertinent
qualifications). But KF is lacking the means of authority to push this
through to any extent with its “mothers”. The attempt to achieve this
end by employing a frank and open information policy to exert
pressure on the economically weak links in the movement is highly
praiseworthy but so far has only been attempted on a limited scale.
Should stagnation set in over the medium term and lead to a further
global deterioration in results, it is possible that the national merger
solution may come under discussion again. Of course, as examples
have already shown, this solution in itself is no guarantee that there
will be any improvement in the economic situation - and even then,
such a solution is regarded as being highly improbable in Sweden at
present. KF is not a sufficiently strong leader to take a “Coop
Sweden” under its wing (nor was it even in its heyday as the
examples of Johansson and Hjalmarsson have shown). Similarly,
Konsum Stockhom - meanwhile the second biggest urban consumer
co-operative in the world after Japan’s Nada-Kobe - would have a
difficult job trying to persuade the other strong regional co-operatives of its claim to the leadership of a “Coop Sweden”. So all that
remains for the Swedish consumer co-operative movement is to
follow a course of pragmatic partial reorganisations within an
unsatisfactory status quo, to be satisfied with modest progress such
as the latest economic improvements achieved for the business year
1986 (although the market share is still diminishing), (135), and to
take whatever consolation it can from the fact that except in the
cases of Japan and Norway, none of the other consumer co-operative
movements on the international scene appear to be faring particularly well. The heroic days of the battles against the cartels and

monopolies - when it was possible to force massive retail price
reductions in the interests of the consumer and at the same time pile
up equity capital - are now ancient history, at least as far as the
Swedish co-operatives are concerned. (136)
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Table 15:
CO-OP RETAIL TRADE STRUCTURE OF THE SWEDISH
CONSUMER CO-OPERATIVES AND SERVICE
COMPANIES IN 1986

Share of total

12.7%
15.2%

Turnover in +/- % Skr

4,245
+ 6.9%
5,080
+2,6%

No. and type of shops
DOMUS
31 department stores
81 discount shops
OBS! INTERIOR
14 furniture stores
and interior decorating
shops

2.9%

975
+ 16.1%

14.2%

4,765
+ 13.0%

OBS!
21 self-service department stores

20.9%

7,002
+ 13.0%

COOP
310 supermarkets

23.2%

7,788
+ 1.2%

10.9%

COOP
974 grocery self-service
shops restaurants, etc.

3,674
+ 15,2%

SERVUS
411 local shops

1,751
+24,3%

RESO
9 travel agencies
31 hotels

1,650
+ 17%

PROMUS
Wholesale company and
distribution centres for
groceries

Source: “Der Verbraucher” dated 1.9.1987

319

Robert Schediwy

The Consumer Co-operatives in Sweden

Table 16:

Table 18:

Million SKr

1986

ECONOMIC DEVELOPMENT OF THE CONSUMER
CO-OPERATIVES 1975-1985

1985

1984

1983

1982

29,098

26,430

23,610

21,263

16,486

15,201

13,871

12,844

225

303

485

315

1,044
29,712

720
29,074

585
28,190

462
28,214

33,529

31,062

28,521

25,950

23,963

139
1,843
1,990
35,134

142
1,897
1,971
35,396

143
1,923
1,936
35,217

146
1,958
1,905
35,766

148
1,981
1,892
36,139

43,674

39,750

35,689

32,382

KF Group
Turnover
28,933
(excluding value added tax)
of which by consumer
17,502
co-operatives
Result before balance disposals
373
and taxes
Net investments
566
Average manning level
27,007
Consumer co-operatives
Turnover
(including value added tax)
No. of co-operatives
No of sales points
No. of members (in 1000’s)
Average manning level

Consumer co-operatives total
Turnover
(including value added tax)

44,960

Members (in 1000’s)
Turnover in million
Skr at current
market prices
Turnover,
inflation adjusted
Turnover,
inflation adjusted
per member (1)
Result for year (2)
Profitability (3)

1975

1977

1979

1981

1983

1985

1,801
11,054

1,886
13,478

1,884
15,525

1,885
18,005

1,905
21,130

1,971
25,286

7,394

7,333

7,368

6,968

6,714

6,847

4,105
254
10,7

3,980
112
6,8

3,910
178
8,1

3,960
97
7,7

3,520
137
7,2

3,470
12
4,9

Source: KF Progress Report
1) price index 1970 = 100
2) before closing entries, a.w. items and taxes
3) result before interest and taxes/working capital

Source: KF Progress Report (Verksamheten 1986) p. 1

Table 17:
ECONOMIC EFFICIENCY OF DIFFERENT SHOP TYPES
IN MILLION SKR AND PER CENT

Year

Contribution to overheads 2 (1)
1976
Mio. Kr.
Department stores
OBS hypermarkets
Arcade shops
Grocery stores
Restaurants

173
64
55
84
14

1977

1981

% Mio. Kr.

% Mio. Kr.

3.4
5.3
3.4
2.0
4.2

0.9
4.3
2.5
1.2
4.2

50
58
49
52
15

-20
31
48
66
14

1984
% Mio. Kr.
0.3
1.5
1.5
1.1
2,7

Table 19:
DIVIDEND RATES AND PROPORTION OF OF
CONSUMER CO-OPERATIVES PAYING DIVIDENDS
TO MEMBERS

-30
22
67
63
2

%
-0.4
0.6
1.6
0.8
2,4

1980
1985

0 % DV

0.1-2.9 %
DV

3.0 % DV

3.1-5.9 %

6 % and
more

total

38.2
26.7

3.3
6.2

9.9
5.5

0.6
2.1

100
100

48.0
59.6

Source: KF Progress Report

Source: S.A. Böök, Utvecklingstendenser i det kooperativa kapitalet
1) Contribution to overheads 2 is the contribution to cover common administration
costs and the net financing sums
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Table 20:
SOLIDITY AND DIVIDEND OF SWEDISH CONSUMER
CO-OPERATIVES IN THE YEARS
1960, 1965, 1970, 1975, 1980 AND 1985

Solidity
Dividend as per cent
of net purchase sum

1960

1965

1970

1975

1980

1985

48
3.01

41
2.8

38
2.73

35
1.95

26
0.53

27
0.54

Note: “Solidity” is understood to mean the percentage share of equity capital in the
working capital
Source: H. Kylebäck: Die Rückvergütung - Freudenquelle und Sorgenkind der schwedischen Konsumgenossenschaftsbewegung, p. 29

Table: 22
THE ECONOMIC STATUS OF THE CONSUMER
CO-OPERATIVES
Year

1975
1977
1979
1981
1983
1985

Equity
capital

Share capital

Undisclosed
Annual
Reserves

Surplus

%

%
Total capital

Mio. SKr

37.8
34.6
31.8
31.5
31.0
32.0

269
284
277
270
288
321

%
Total capital Total capital
9.1
9.1
8.0
7.5
7.4
7.8

12.8
12.0
11.6
12.7
18.1
21.7

Mio. SKr
236
143
123
128
122
130

Source: KF Progress Report

Table 21:
KF’S ECONOMIC STATUS
(INCLUDING AFFILIATED COMPANIES)

Year

Equity capital
%
Total capital

Undisclosed Annual
Reserves
%
Total capital

15.1
14.4
14.8
14.4
17.2
21.0

17.0
13.1
11.8
12.8
18.3
22.9

1975
1977
1979
1981
1983
1985

Surplus

Mio. Kr.
26
29
12.5
64
115
69

Source: KF Progress Report
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Table 23:
THE 25 BIGGEST CONSUMER CO-OPERATIVES
IN SWEDEN
Members

Stockholm
Solidar, Malmo
Vast, Göteborg
Varmland, Karlstad
Västerbotten, Umea
Norbotten, Lulea
Uppsala
Gävleborg, Gävle
Västmanland, Västeras
Dalarna, Borlänge
Sörmland, Eskilstuna
Örebro
Norrköping
Västernorrland, Sundsvall
Jönköping
Kristianstad, Blekinge
Norrort, Upplands Väsby
Skaraborg, Skövde
Bohuslän-Dal, Uddevalla
C Östergötland, Linköping
Kronoberg, Växjö
Jämtland, Östersund
L Kalmar
N Östergötland, Finspång
Örnsköldsvik

Turnovermio.
SKr

309,308
168,050
159,336
85,625
69,360
60,214
66,116
68,702
68,680
61,305
54,317
54,185
51,167
44,130
56,710
52,891
44,750
44,599
32,247
47,430
28,037
30,004
19,139
19,744
21,340

Source: KF Progress Report (Verksamheten 1986)
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7,598
2,234
2,044
1,751
1,222
1,172
1,065
1,005
994
997
915
908
810
724
708
657
620
596
559
557
523
501
423
384
296

Manning
level

Sales
points

7,990
2,265
1,901
1,695
1,339
1,219
1,147
1,053
1,106
1,078
987
1,081
814
798
777
721
582
606
589
604
536
579
446
355
337

259
102
109
66
105
82
56
57
52
76
41
56
42
45
48
31
24
40
41
33
34
44
18
16
25

APPENDIX: STRUCTURAL PROBLEMS OF A MEDIUMSIZED CONSUMER CO-OPERATIVE
In connexion with the present study the author had occasion to
visit a medium-sized consumer co-operative and talk to its representatives. This particular co-operative had a turnover in the region of
900 million SKr in 1985, made an annual loss of 15 million Skr, and
had more than 50,000 members. It had been returning red figures
since the beginning of the ‘eighties. In effect, however, it must have
been running at a loss since the mid seventies because at that time
there was a noticeable investment stop. A desperate effort is now
being made to turn the tide with the aid of heavy investments (some
25 million SKr per annum, i.e. three times the former rate) in the
hope that the meanwhile unattractive co-operative shops can be
made more fashionable again. The co-operative is currently under
the commercial management of a younger dynamic team partly
made up of KF experts. They are expected to guide the enterprise out
of the red. There is no reconstruction agreement in the sense of a
successor to the old SHS “hospital co-operative”. In keeping with the
basic principle of this study, the anonymity of the interviewees has
been respected.
The co-operative sees its main problem in the biggest inner-city
department store which made a loss of about 4 million SKr on a
turnover in the region of 140 million SKr - in other words, roughly
equivalent to 3 per cent of the turnover. The co-operative cannot
make up its mind as to what to do with this listing flagship - which
also houses its central administration. In the Annual Report it is
urged that the “air of boredom” must go and in its place “quality,
excitement and service” should come. The co-operative has in all 7
department stores. Vis a vis the other shops these are showing a 1
per cent higher loss by wastage. It also seems difficult to make these
places fashionably attractive to young people. For this reason staff
cuts have been made in the main department store (whose building
already had to be sold to the pension fund), and the smaller stores are
being converted into grocery supermarkets. Together with a
hypermarket, the “Interiör” furniture shop is achieving good results.
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The most successful shops are the SERVUS-Convenience stores
which are open from nine in the morning till nine at night. Unlike
their counterparts in Stockholm they do not operate with a specially
restricted product range. Despite the high overtime rates paid to
staff (50 per cent on weekday evenings and Saturday mornings, 100
per cent on Saturday afternoons and Sundays) the Servus shops do
not have a higher than average personnel cost burden because of
their higher turnover (the “model” Servus shop personnel costs work
out at 6.9 percent of turnover without social benefit contributions.
The best Servus shops makes a net profit of 1 million SKr on a sales
turnover of 20 million SKr)

where the price was paid in full. The co-operative no longer operates
personnel premium systems on the more usual criteria, and this
particularly because of the role of unpredictable “external factors”
(such as the transport situation, etc.). Instead the management
awards premiums only on a subjective basis.

As far as the members are concerned, the co-operative would like
to make it true that “It pays off to be a member.” An advertising
slogan to this effect is now being used. For this reason the “50-Card”
was introduced as a rebate system which does not burden the
administration and also attracts members. For each purchase of at
least 50 SKr the member is given a rebate stamp. Fifty such stamps
are worth 50 Skr. Purchases made on the same day in the same shop
may be totalled together. Thus a maximum of 2 per cent dividendlike rebate is paid on a 2500 SKr purchase. Since amounts of less
than fifty SKr and unround sums are rounded down, the annual
figure of 7.5 million SKr paid out on “50-Cards” is equivalent to less
than 1 per cent of the co-operative’s turnover. Other attractions
which the co-operative offers to members include cheaper theatre
tickets, skiing excursions, and other day trips. Less than 10 per cent
of the members bother to turn up at members’ meetings, and those
that do come are usually elderly. Small gifts are distributed at these
meetings and an entertainment programme is also provided. In the
view of the co-operative’s management, the members’ councils of the
nine co-operative internal districts are made up of competent people.
(“We are always pleased to have people with experience of business
life”). Political issues are seldom discussed. The fact that one of the
members’ councils approved the decision to close down five smaller
shops was praised by the co-operative management as proof that
these people “have an insight into what is necessary”. The price of a
normal share is 500 SKr, but one can join by paying only a tenth of
this sum. There was a special 10 per cent rebate allowed in cases
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Table 24:
KF AND THE SWEDISH CONSUMER CO-OPERATIVES 1910 - 1982
KF-Group
year

number

1910
1920
1930
1940
1950
1960
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
source: Eronn, p. 254
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4
70
144
279
587
1,355
4,835
4,806
5,043
5,450
6,424
6,945
7,974
8,625
8,825
9,839
10,754
11,460
12,844

turnover in
mio.Skr.

2,255
6,649
6,861
7,387
8,227
10,414
10,817
12,159
14,432
15,219
17,242
18,778
19,432
21,263

consumer cooperatives

own production

67
150
552
1,156
3,102
3,270
3,465
3,883
4,818
5,029
5,693
6,531
7,125
8,139
8,743
8,775
9,112

personnel

260
3,000
7,500
14,000
18,500
26,500
27,000
26,902
27,107
28,307
28,943
31,927
34,078
34,199
35,163
32,442
31,653
29,791

turnover in mio.
Skr.
23
216
343
671
1,675
3,366
8,100
8,698
9,211
10,007
11,323
12,932
14,681
16,022
16,889
18,639
20,736
22,o54
23,963

number
391
941
837
687
681
592
232
216
210
204
196
188
180
170
165
157
152
150
148

No of sales
points
448
1,592
3,302
5,301
8,017
6,651
2,786
2,685
2,589
2,491
2,394
2,358
2,299
2,225
2,166
2,120
2,068
2,018
1,981

No. of members

personnel

73,546
235,500
450,908
700,051
962,059
1,176,689
1,605,478
1,665,552
1,696,223
1,720,293
1,756,935
1,801,429
1,842,955
1,885,614
1,893,613
1,884,362
1,881,817
1,885,294
1,891,928

10,500
21,500
36,500
39,500
38,949
39,109
39,591
38,600
38,832
39,063
39,932
39,657
38,823
38,995
39,309
37,401
36,139
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1) The author wishes to express his gratitude to the many interviewees who helped to produce this present work but whose names,
in keeping with the anonymity principle, have not been mentioned. Special mention should also be made of the very generous
assistance rendered by the Kooperativa Institutet management
in making pertinent literature available. The translation of
direct speech not originally in German was undertaken by the
author himself.
2) A. Pahlmann + W. Sjölin: Arbetarföringarna i Sverige 1850-1900
Stockholm 1944. The pioneer of Sweden’s first quasi-co-operative bulk buying association, namely that of the districts Lagunda and Hagunda in Örsundsbro was, incidentally, the president
of the Uppsala government, Robert von Krämer. He was a typical
representative of the aristocratic benefactors of the mid 19th
century (like Archduke Johann in Styria or Count Széchényi in
Hungary). The limited liability company founded in 1850 for the
purchasing of salted fish and agricultural implements was a
typical founding by notabilities, although people from the poorer
classes were also amongst its members. It remained in existence
until 1884. Until the law introducing the free economy system
was introduced in 1864 it was not permitted to operate a shop
open to the public within a 30 km radius of a town. Accordingly
the said company operated initially on the principle of collective
pre-ordering but later acquired its own warehouses and even a
steam ship. As president of the government (and a personal
friend of the king), the initiator of the company, came under
attack from the middle classes in Uppsala who resented the
competition. (cf. G.Palm: Kappen - Örsundsbro - German brochure edited by KF-Stockholm, 1980.)
3) cf. O.Ruin: “Kooperativa Förbundet 1899 - 1929”, Lund 1960, p. 4
et seq., also H. Kylebäck: “Konsument - och lantbrukskooperation i Sverige”, Kungälv 1984, p. 12 (subsequently referred to in
this work as Kylebäck 1984).
4) W. Sjölin: “L. O. Smith: Brännvinskung och Socialreformator”,
Stockholm 1949.

5) Hjalmar Branting, Sweden’s first social democrat prime minister,
had close ties with the social democrats in Belgium. When the
People’s House in Brussels was inaugurated, Jean Jaurès gave
an address in which he praised the Belgian consumer co-operative type as “the most fruitful task for today’s socialistic fighters”.
On the occasion of the first co-operative congress in 1899 several
social democratic newspapers in Sweden approvingly quoted
Jaures - O. Ruin, p. 147.
6) cf. O. Ruin, p. 1
7) cf. O. Ruin, p. 143 et seq. G.H. von Koch: “Om arbetarnas
konsumentionsföringar i England’, Stockholm 1899 A. Wiren:
“G.H. von Koch - Banbrytare i svensk socialvard”, Kristianstad
1980
8) cf. O. Ruin, p. 145
9) cf. L. Eronn: Kooperativa Ideer och människor, Kristianstad
1983, p. 31 et seq.
10) Kylebäck (1984) p. 59
11) cf. L. Eronn: op. cit. p. 59
12) Kylebäck (1984) p. 15
13) cf. R. Schediwy: Die genossenschaftliche Verbandsprüfung,
Vienna 1971.
14) Ruin, p. 2
15) The ironical comparison between the Co-operative Insurance
(CIS), which in 1977 moved into the highest skyscraper in
Manchester, the wholesale puchasing society (CWS), which resides behind the modern glass facade of New Century House, and
the Co-operative Union quartered in smoke-blackened Holyoake
House reflects the actual power relationships with the dominance of the financing institutes (cf. D.K. Ross + D. Langdon:
Consumer Co-operatives in England in: The Ralph Neader Task
Force on European Co-operatives: “Making Change ? - Learning
from Europe’s Consumer Co-operatives) p. 1 et seq., p. 14
16) Ruin p. 65 et seq.
17) ibid p. 104 et seq.
18) ibid p. 117
19) Ruin, p. 121
20) ibid p. 36
21) These are the main reasons which Ruin gave for the bankruptcies, ibid p. 36
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22) cf. ibid p. 47
23) ibid p. 43
24) ibid p. 49
25) ibid p. 50
26) ibid p.
27) ibid p. 38
28) ibid p. 50
29) ibid p. 35
30) ibid p. 35
31) Kylebäck (1984) p. 16
32) L. Sjöberg and O. Krantz: “Scandinavia 1914 - 1970” in: C.M.
Cipolla (Ed.): “The Fontana Economic History of Europe”, Glasgow 1976, Vol. 6 (2) p. 377 et seq., 422
33) Ruin p. 28 et seq.
34) cf. Ruin, p. 29
35) Ruin, p. 25
36) cf. H. Kylebäck (1984) p. 21
37) H. Kylebäck: Konsumentkooperation och Industriekarteller
Stockholm 1974
38) Kylebäck (1984) p. 106
39) cf. Ruin, p. 121
40) quoted by Ruin, op. cit. p. 155
41) Ruin, p. 157
42) cf. Ruin, p. 47
43) cf. Kylebäck, p. 129 et seq., particularly p. 131
44) Kylebäck 1974, p. 134
45) ibid p. 136 et seq.
46) ibid p. 154
47) Kylebäck, p. 187 et seq.
48) ibid p. 220
49) cf. Kylebäck (1974) p. 234 et seq.
50) cf. ibid p. 242 et seq.
51) Kylebäck (1974) p. 221
52) Kylebäck (1974) p. 260
53) Kylebäck (1974) p. 266
54) cf. ibid p. 273
55) A. Hedberg: “Världsmonopol i glödlampor”, Stockholm 1929

56) cf. Kylebäck 1974, p. 277
57) ibid p. 279 et seq.
58) Kylebäck 1984, p. 22
59) cf. L. Eronn: Kooperativa Ideer och människor, Kristianstad
1983, p. 58 et seq., 59 cf. also S. and H. Stolpe: Boken om Albin
Johansson, Stockholm 1969 (2 vols).
60) cf. Eronn, p. 61
61) ibid p. 63
62) cf. ibid p. 63
63) ibid p. 64
64) ibid p. 65
65) cf. ibid p. 91
66) ibid p. 116
67) ibid p. 145
68) ibid p. 120
69) cf. Ruin p. 89
70) Eronn, p. 191
71) Eronn, p. 203
72) H. Stolpe: “Kooperationen som Arbetsgivare”, Stockholm 1968,
p. 163 et seq.
73) H. Kylebäck: “Konsumentkooperation i strukturomvandling”,
del 1: 1946 - 1960 Kungälv 1983, p. 97 - afterwards referred to
simply as Kylebäck (1983). Unfortunately Kylebäck’s second
part concerning the period up to 1980 is not expected to be ready
until 1990. Although the works of this “official historian” of the
Swedish consumer co-operative movement are noted for a certain
reticence to pass judgement they are based on an unusually rich
selection of source materials.
74) ibid p. 98
75) Eronn, p. 166
76) Eronn, p. 178
77) op. cit. p. 175 et seq.
78) cf. Eronn, p. 185
79) cf. Eronn, p. 187 et seq., also H. Edstam in Kooperatören No. 6/
1974
80) cf. Bertil Tronet: Kooperativt Kapital 19790, also S.A. BööK:
Utvecklingstendenser i detr kooperativa kapitalet, unpublished
manuscript, 1987.
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81) Eronn, op. cit. p. 166.
82) cf. Eronn, p. 169
83) Eronn, p. 135
84) Eronn, p. 195
85) Eronn, p. 197
86) Eronn, p. 198
87) Eronn, ibid p. 201
87a) cf. L. E. Backman: Direktörskonsum, Vänersborg 1973, p. 120
et seq.
88) quoted according to Kylebäck 1983 p. 230
89) ibid p. 225
90) Eronn in loco citato p. 156
91) ibid p. 158
92) Eronn, p. 97
93) ibid p. 193
94) Backman’s work provides a highly interesting critical source on
the Swedish consumer co-operative movement. Backman comments e.g. on capitalistic “sins” - particularly those of the KF (e.g. masked advertising for KF products in films - p. 88) - the
intertwining of political functions with SAP and family nepotism
(p. 77 et seq.) within the KF group. Details like these enabled his
book to become a “scandal” for some Swedish co-operative
circles.However, it can be said that Backman’s criticism “from
the left” in the wake of the 68-movement displays virtually
complete blindness to the economic realities of the day. At a time
when the movement suffered its first serious profit setbacks
Backman was particularly critical of the fact that the co-operatives, just like their competitors in the private sector, concentrated
on “luxury goods, and huge supermarkets instead of local shops,
and were guided by the same “profit motivated thoughts”. Thus
he and those who share his views were in effect suggesting only
a new variant on the policy which led e.g. to the collapse of the
consumer co-operatives in the north of France.
95) ibid p. 147
96) Eronn, p. 149
97) cf. Eronn ibid p. 110
98) B. Tronet: Kooperativt Kapital, Ystad 1979

99) cf. N. E. Wirsell: Handelsförnnyelse, 2nd Edition, Stockholm
1986, also H. Kylebäck 1983, p. 62 et seq.
100) cf. Kylebäck op. cit. p. 62
101) “Vi” No. 28-29/1978
102) Eronn, p. 188
103) Eronn, p. 217
104) Eronn, p. 218
105) Eronn, p. 208 et seq.
106) Veckans affärer No. 21/22, 21.5.1987, p. 51
107) cf. Robert Schediwy: Schweden und die Krise der Genossenschaften, Zukunft (Vienna) No. 10/86
108) Dagens Nyhyter 4.8.1986
109) Ledarforum 6/86
110) Kooperatören 4/1977, p. 10
111) ibid p. 32
112) Kooperatören 4/1080, p. 16
113) ibid p. 17
114) ibid p. 20
115) Kooperatören 4/82, p. 25
116) ibid p. 22
117) ibid p. 23
118) ibid p. 27
119) ibid p. 23
120) Kooperatören 4/1985, p. 23
121) ibid p. 24
122) ibid p. 26
123) ibid p. 26
124) ibid p. 29
125) Kooperatören 4/1986, p. 32
126) ibid p. 30
127) cf. Backman (op. cit. p. 96 et seq.) complains that KF experts and
“obedient” elected representatives fought against the left-wing
activists in order to gain dominance at the first consumer congress. This suggests quite clearly that this congress was much
more an struggle between different cliques than it was an
example of “consumer democracy” ... it seems hardly likely that
the average consumer was extremely interested in these discussions.
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Regarding the last consumer congress cf. Coop Information
1.3.1984: 3rd Consumer Congress with the Swedish Consumer
Coop Group, particularly p. 212 et seq., 17, 46, 53. Some 60 per
cent of the 12,775 members involved in the preparatory working
group were elected officials, thus it was not really a very representative cross section of consumers. Their demand for a
changeover from central bakeries to small local bakeries was
diametrically opposed to the KF official policy on large scale
industrial production but may not have been all that unpopular:
Even the KF representatives had to admit that rationalisation
measures of recent years had led to complaints that the Coop
bread was no longer as good as it used to be. Source: “Coop
Information from the Swedish Co-operative Union and Wholesale Society - KF” dated 1.3.1984.
128) cf. K. Jonnergard, C-M. Lagnevik, C.Svensson, G.F. Wijk:
“Beslut i Kooperation”, Borås 1984, specially the field case:
Closing down a co-op shop (p. 185 et seq.) with the typical and
highly emotional resistance put up for years by elder lay representatives from the labour movement. Not uninteresting here is
the fact that the small shop which had proved to be such a heavy
loss to the consumer co-operative could be kept going by an ICA
private trader (p. 197). As already mentioned, the “new activists”
in the Swedish consumer co-operatives tend to be more in favour
of the small shops in preference to big shopping centres.
129) cf. Society for Co-operative Studies: An Overview of the Swedish Co-operative Movement 1976 to 1984, Stockholm 1986, p. 8
130) ibid p. 9
131) G. de Loss: “Consumer Co-operatives in Sweden” in the Ralph
Nader Task Force on European Co-operatives (Hsg) Making
Change ? Learning from Europe’s Consumer Co-operatives, Washington D.C., 1985, p. 63 et seq., p. 79
132) cf. O.K. Nytt 5/86 p. 10; Kooperativa förbundet, Verksamheten
1986 (Progress Report p. 53)
133) cf. S.A. Böök, op. cit. p. 16
134) ibid p. 16. However, the KF group had not made much use of this
opportunity to raise capital at that time. Cf. Regeringens proposition 1983/84:94; “Kooperationens kapitalförsörjning m.m.”
Stockholm 1984 (Government publication with explanatory
notes)

135) The highly expansive strategic plan of Norway’s NKF central
co-operative for the period 1985-94 - which includes increasing
the non-food business - is also believed to have been inspired more
by a surplus in members’ savings rather than by convincing
trading figures from the 600 (!) or so co-operatives (this number
is to be reduced to 300 during the planning period). Cf. Norges
Kooperative Landesforening, 37th Congress Trondheim 1986:
Strategieplan 1985-1994 for S-lagene og NKL, Kongressdokumenter p. 24 et seq., particularly p.s 25, 27, and 31. The plan also
provides for the promotion of certain shop types as “chains in the
real sense of the word”, whose product ranges and purchases will
be regulated by binding agreements between the consumercooperative and the central co-operative - op. cit. p. 33
136) Jonnergard - Lagnevik - Svensson - Wijk op. cit. p. 81 et seq.
made an interesting study of co-operative price policy taking into
account the market price principle with high dividends (10 - 20
per cent) in the early years, Albin Johansson’s active policy of
aggressive prices, and finally the suspension of dividend payments as from 1977. Evidently the Swedish consumer co-operatives have also not yet succeeded in finding a replacement for “the
dividend which played such a major role in the recruiting of new
members” with the result that there has also been a “stagnation
in the sale of shares” (op. cit. p. 89, 90). The commercially very
successful co-operatives, Finspång and Rönninge are incidentally also those which have continued to pay out high dividends.
On the problem of dividends, incidentally, cf. also the interesting
essay by H.Kylebäck; “Die Rückvergütung - Freudenquelle und
Sorgenkind der Schwedischen Konsumgenossenschaftsbewegung, in: J. Laurinkari: The International co-operative Movement - Changes in Economics and Social Policy, Geneva 1988, p.
383 et seq., with particular reference to the introduction of the
differentiated dividend 1964 and the significance of the dividend
as “Main motive for membership” (KF-study carried out in 1980).
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Accordingly, the co-operatives should restrict their competitive activities to those fields in which their real strength lies.
Namely where they are able to inspire members and command their loyalty - even where non-material matters are
concerned. With this in mind, the study author submits six
points from which a contemporary interpretation of the business promotion concept may be derived.

1. INTRODUCTION AND SUMMARY

The purpose of this study is to enable the reader to familiarise
himself with the reasons for the rise and fall of the consumer cooperatives in The Netherlands.
The study itself was conceived in three chronologically distinct
parts, namely “the pre-1945 era”, “between the years 1945 and
1973”, and “1973 and after”.
The first two parts start by reviewing the then prevailing economic environment. Then they go on to consider the fields in which the
consumer co-operatives met with success and also where their
particular problems lay.An account of the modest new beginning in
the post 1973 period rounds off the overall analysis.
This present work was conducted within the framework of the
research project “International Structural Transformation of the
Consumer Co-operatives” carried out by the the Forschungsinstitut
für Genossenschaftswesen der Universität Wien (Research Institute for Co-operative Systems, Vienna University). Together with
parallel studies of the successes and problems of the consumer cooperatives in other leading industrialised countries it is ultimately
aimed at determining the success potential of the consumer cooperatives.

The crux of the issue here is the active presentation of the
unmistakable individuality of the corporate identity both
internally and externally. By this means market segments in
their own right can be developed.
b)

Danger in taking the advice of consultants
The collapse of CO-OP-Nederland is a good illustration of the
dangers entailed in following the advice of consultants in
cases where the conditions under which the recommended
course of action may be adopted are not clearly outlined. Quite
apart from the planned organisational framework and a
whole host of other aspects, it is also necessary to think
through very carefully the individual stages by which the
transformation is to be achieved - as well as the acceptability
of the projected change as a whole.
Indeed, this need for the transformation to be integrated into
the planning process is imperative in the context of finding
practicable solutions

The author himself is of the opinion that two conclusions can be
drawn from this present study, namely
a) Modern co-operative corporate identity
The strategy of trying to counter competition with a system of
affiliated trading companies where the accent was on rationalisation resulted in the ruin of the consumer co-operative
movement in The Netherlands - where it had been so open-tothe-world and way ahead of comparable organisations in the
rest of Europe. Loss of efficiency was the price which had to be
paid for member orientation.
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2.

THE PRE-1945 ERA - GROWTH OF THE MOVEMENT

2.1.

ECONOMIC AND SOCIAL ENVIRONMENT OF THE
EXPANSION YEARS

In 1923 the Association for Social Politics published an international comparison of the consumer co-operatives. Commenting at
the time in the same context, G. Goedhart wrote to the effect that the
co-operative ideology - which had spread to Holland from abroad
during the seventies (of the 19th century) - essentially sought to
eliminate private enterprise. Those were the days of the agricultural
crisis of the 1870’s and 80’s when The Netherlands had a population
of 3 million. Europe was being flooded with cheap agricultural
products from America. Since at that time some 45 per cent of the
total Dutch population was employed on the land, the agricultural
crises hit The Netherlands particularly hard.(cf. N C R: pp.10 et
seq.).
Without having had the benefit of consumer co-operatives preschooling, the Dutch wanted to establish productive co-operatives in
their own country as a first step. They did not realise that the success
or failure of such a venture depended on whether they could guarantee a market for the goods produced, and whether they could win the
confidence of the consumers; furthermore they did not calculate with
the fact that already established traders would be naturally antagonistic in their attitude towards the new movement and thus could
not be relied upon to pass on the necessary know–how.
Under these inauspicious circumstances the first attempts by the
producers’ co-operatives ended in miserable failure. At that time the
workers’associations were unable to place any confidence in the cooperative movement. (cf. G. Goedhart, 1923, p. 3).
The Economic and Social Committee of the European Community
regards the revision of the law dating back to the year 1876 which
relaxed restrictions on the trading activities of societies as reason for
the rekindling of the co-operative idea. (Even today there are
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commercial rulings to be found in the law governing societies in
general, Part 2 of the new Dutch Civil Code which was totally revised
in 1976. (cf. European Community, Economic and Social Council,
p.672 together with 674).
In that same year in which the new law on co-operatives came into
force, namely in 1876, the first successful consumer co-operative for
civil servants was established in The Hague.
Commenting on the reasons for the founding of this co-operative,
Goedhart pointed out that at that time government officials and civil
servants were paid only modest salaries yet at the same time there
was a need for them to keep up social appearances.
In an effort to ease this situation, a tax collector from The Hague
by the name of Kupper decided to follow the example of the Austrian
“Beamtenverein” (= Civil Servants’ Association) and set up the
“Eigen Hulp” (= Self Help) consumer co-operative with the object of
providing government officials and other employees with cheap
groceries, and in doing so, to ameliorate their financial misery.
Ordinary workers were barred from becoming members. Thus the
first co-operative catered for limited circles only.
Eigen Hulp went on to open a whole series of consumer cooperatives, none of which admitted ordinary workers as members.
The successful growth of these co-operatives for the middle
classes impressed the working class, and once again ordinary working people began to warm to the idea of the co-operative movement.
Meanwhile the leader of the middle-class co-operative movement
founded a Dutch Co-operative Association - again in affiliation with
Eigen Hulp. In the year 1889 a wholesale purchasing company was
established in the financial department of this co-operative association (it was called De Handelskammer).
It was not until some decades later that the middle-class owned
co-operatives made a complete break with Eigen Hulp to reorganise
the co-operative association into a central organisation embracing
all co-operatives regardless of class loyalties. According to G. Goedhart, they succeeded in doing so only after a desperate struggle with
the Eigen Hulp management. Clearly, of course, the latter’s very
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existence would be threatened by the new association. (G.Goedhart,
p.6). (For further details see Chapter 2.3 “Problem Areas”.

managed because the government officials and civil servants occupying the key positions understood the ins and outs of accounting
and organisation and furthermore were of a calibre able to exert
authority over the staff. Not surprisingly, therefore, the association
was soon able to look back on a number of inspiring achievements;
the co-operatives, over which it exercised control, were in a position
to accumulate capital and return high dividends.” (G. Goedhart,
p.6).

Goedhart concluded his report on an optimistic note (p.8 of the
report published in the year 1923): “The Dutch co-operatives are now
at least beginning to grasp the principles of the Rochdale pioneers
and so it can only be a matter of time until the co-operative ideas
catch on here in Holland and advance to victory.”
2.2. PREREQUISITES FOR SUCCESS
A whole host of different factors played their part in giving birth
to the co-operatives. In the case of The Netherlands such events were
concentrated mainly into the last quarter of the 19th century. In this
context the Economic and Social Council of the EEC listed
* positive experiences of the “pioneers” abroad including Rochdale, Raiffeisen, and Schulze-Delitzsch
* the crisis in agriculture
* the rise of the working class movement
* philanthropic and other social efforts to ameliorate the misery of
the proletariate in industry and agriculture
* revision of the already mentioned law in 1876 which recognised
associations as co-operative commercial ventures managed by
members of the co-operative for the benefit of co-operative members (cf. EEC, p.672).
Also, of course,
* the relative poverty of government officials and members of the
civil service must be seen as a contributing factor, as well as such
other considerations as
* the availability of commercial management skills ranging from
book-keeping through organisational management to marketing
management.
G. Goedhart commented as follows:
“... Eigen Hulp .... exerted a positive influence on the movement as
a whole. The consumer co-operatives which it established were well
348

For the ordinary workers, who as a rule had not had the opportunity to become acquainted with management practice, the consumer
co-operative movement also meant a step in the direction of “educational emancipation.” Indeed, within the co-operative movement the
members - particularly those holding executive offices (in Dutch
“bestuur” i.e.members of the board) - learned what they themselves
had to do and what orders they had to give as business managers in
order to help their movement achieve its objectives. By this means
an understanding of the realities of business administration spread
via the co-operative movement to a wider section of the general
public.
It was only once the consumer co-operatives began to flourish in
Holland that here, too, an indirect system of the co-operative
hierarchy began to take shape and assume the typical co-operative
organisational form as an elite of elective officials emerged bringing
in its wake all the consequential economic advantages and emancipatory disadvantages normally associated with such a development.
A lesson to be learned from this when it comes to reactivating
members today would be that it is necessary to appoint smaller
members’ councils or bodies on the basis of such criteria as the
following:
* locality (town quarter, township)
* sales article categories
* organisational branches (personnel, purchasing, marketing finance, etc)
Without member participation and promotion along such lines
there would appear to be little difference between the respective
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organisational forms of co-operatives and private enterprise: the cooperatives can only ignore this at their own dire peril.

It should also be pointed out that, even in those days, The
Netherlands could boast of a healthy international trading balance,
and that the Dutch themselves had earned the reputation of being
“a nation of shopkeepers.” In this highly competitive business
environment financially weak retailers fell by the wayside as did the
first consumerco-operatives.

2.3. PROBLEM AREAS OF THE PRE-1945 ERA
The first attempts which the socialist workers’ movement in The
Netherlands made to establish consumer co-operatives in this country were doomed to failure because of a lack of managerial know-how
- particularly in the marketing sector.
It would also appear that the wholesale traders of the day were illdisposed towards the new movement. Commenting on this situation,
G. Goedhart wrote to the effect that “one could not count on the
established traders as middlemen because they were hostile in their
attitude towards the movement” (G.Goedhart, p.3). As these early
consumer co-operatives prior to “Eigen Hulp” went bankrupt, trusting members and customers very often lost all their meagre savings.
Thus we can assume that the initial enthusiasm for establishing cooperatives very soon fizzled out.
A revival came about only as a result of the examples set in
neighbouring countries. In this context British co-operative movement and the principles established by the Rochdale pioneers
deserve particular mention. G. Goedhart reported that, by means of
persistent and sustained attempts to influence public opinion, and
aided by reports of success stories from the United Kingdom, Dr.
Kordyk - who later became leader of the Democratic Party - and Dr.
Borgesing - who later became a government minister - succeeded in
overcoming popularly held prejudices founded on
* the earlier losses suffered by the co-operative movement
* the earlier lack of administrative skills
* the apparent difficulties in coming to terms with existing trading
organisations.
This victory, together with the revision of the law already mentioned - which relaxed restrictions on the business activities of cooperatives - created a favourable climate for the founding of the
middle-class co-operative, Eigen Hulp.
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Only after the successes of Eigen Hulp and those of its subsequently established organisations, and particularly after the transformation of “De Handelskamer”,the wholesale purchasing company for the middle-class co-operative society, into an independent
purchasing centre which would supply all co-operatives regardless
of class loyalties could it be said that a “socialist co-operative
tradition” had returned to The Netherlands. We can read from G.
Goedhart:
“Following this development, the Dutch co-operative movement
could well have entered into a period of expansion on a major scale,
had not the Social Democratic Workers’Party - initially decidedly
negative in its attitude towards the co-operatives - suddenly decided
to follow the example of Belgium, where the co-operatives had
become inseparable from party politics. The Dutch Social Democrats
regarded the co-operative movement merely as a weapon for use in
the class struggle and consequently adopted into the statutes of
those co-operatives which they founded the ruling that 10 per cent
of the net profits were to be paid into party funds. This meant, of
course, that no politically neutral co-operationist could bring himself to join any of the societies formed by the workers. To make
matters worse, the socialists continued to establish new co-operatives even in localities where there were already politically neutral
ones, and in doing so they naturally braked the development of the
latter.” (G. Goedhart, p.6).
Goedhart reports that with the outbreak of the First World War
the the division of the movement into middle-class and socialist
ideological camps came to an end (“In the co-operative I am only a cooperator”). As already mentioned, they agreed even to effect bulk
purchasing on a joint basis. By the mid 1920‘s there were some 350
consumer co-operatives in The Netherlands (and in all some 2,700
co-operatives of all kinds). (Goedhart, p.7).
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Virtually all the Dutch consumer co-operatives were meanwhile
dependent upon this wholesale purchasing company, the middleclass as well as the “socialist.” At federation level there was both a
middle-class alliance and a workers’co-operative alliance.

3.

THE PERIOD FROM 1945 TO APRIL 1973
- FINANCIAL COLLAPSE

Still in the ‘twenties, (see the article by E.H. entitled “100 years
of Dutch Consumer Co-operatives) the “great leader of the Dutch
consumer co-operative movement, G. Goedhart” succeeded in bringing about a merger of the middle-class co-operative societies with
the workers’co-operative alliance to form the new “Algemene Centrale Bond”.

3.1.

HOW THE CONSUMER CO-OPERATIVES REACTED
TO THE NEW ECONOMIC ENVIRONMENT

G. Goedhart was at one and the same time president of the
common purchasing organisation, De Handelskamer (HAKA), a
post which he had held since the year 1914, and also president of the
International Co-operative Alliance, an appointment which he took
up in the ‘twenties (E.H. 100 years of Dutch Consumer Co-operatives, p.16).
Despite this, however, the Dutch consumer co-operative movement remained fragmented. Not only were the traditions of local and
regional autonomy upheld; the co-operatives were also oriented
along religious lines, namely into either protestant or catholic cooperatives. In Holland this presented a serious obstacle to the idea
of an integrated merging of the co-operatives.
Thus, alongside the Algemene Centrale Bond - formed as a result
of the merging in the mid 1920’s - right up until the year 1947 there
were still the catholic (Katholic Bond) and the protestant consumer
co-operative alliances (Christlijke Bond).

The market share accounted for by the consumer co–operatives
was relatively small compared to the co-operative market share of
other sectors and branches. According to the EEC Economic and
Social Council the turnover of the consumer co-operatives at the end
of the 1940’s was equivalent to 2 per cent of the total retail trade
turnover whereas during the 1960’s and early seventies it was
equivalent to 7 per cent.
By comparison, the market share in the agricultural and horticultural sector in the 1970’s was between 20 per cent (eggs) and 100 per
cent (potato cultivation) depending on the product.
The Credit Institute - which today is integrated with the Rabobank - had become one of the fifty biggest banking organisations in
the world. The building co-operative societies accounted for 40 per
cent of all new houses built (cf. EEC, p.675).
In view of their modest sales performance and the ferocity of
competition on the Dutch retail market, the three co-operative
associations
* Algemene Centrale Bond
* Katholic Bond
* Christlijke Bond (the protestant consumer co-operatives)
were forced to merge in order to achieve more favourable purchasing
terms on the wholesale market. The merger took place in the year
1947, but the way had already been paved during the Second World
War when political party groupings of all shades had been forced to
close ranks in the face of Nazi German oppression.
The newly formed alliance, which still retained autonomous
consumer co-operatives, called itself COOP Nederland (cf. E.H., 100
years of Dutch Consumers’Co-operatives, p.16).
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For an understanding of subsequent efforts to consolidate the
movement right down to grass roots level, i.e. at that of the individual consumer co-operatives, it is necessary to consider the then
prevailing economic climate first:

Legend:
Total exports and imports, also Gross National Product in terms of current prices.
In this case the EEC should be understood to mean the nine-member state EEC, i.e.
Denmark, West Germany, France, Republic of Ireland, Italy The Netherlands,
Belgium, Luxemburg, United Kingdom.
Source: Commission of the European Communities, European Economy No. 47/1979,
November, Statistical Appendix, Tables 21 and 25, pp. 115 and 117.

Holland is - and was - the country with the highest import and
export quotas in the EEC. Even as far back as the 1950’s the
protected national market interests in The Netherlands were on a
lesser scale than they were in the 70’s and 80’s for the EEC on
average. Indeed, the Dutch were decades ahead of the other European nations as far as unrestricted international trading was concerned.
This will be readily apparent from table 1:
Table 1:
TOTAL IMPORTS AND EXPORTS AS A PERCENTAGE OF
THE GNP A COMPARISON BETWEEN HOLLAND AND
THE EEC AS A WHOLE
Year

1958
1959
1960
1961
1962
1963
1964
1965
1966
1967
1968
1969
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
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Import Quota in %

Export Quota in %

NL

EEC

NL

EEC

45
46
48
47
46
47
47
45
44
42
42
43
47
46
42
44
52
47
48
48
47
51

18
18
19
18
18
18
19
19
19
19
19
21
21
21
21
23
28
25
27
28
27
28

47
48
49
46
45
45
44
43
42
41
42
44
46
46
45
48
55
51
53
49
51
53

19
20
20
19
18
18
18
19
19
19
20
21
22
23
22
24
28
26
27
28
28
28

Back in 1958 even West Germany could only return an import
quota of 14 per cent and an export quota of 17 per cent at a time when
the corresponding figures for The Netherlands were already as high
as 45 per cent and 47 per cent respectively.
In the 1950’s The Netherlands had a population of 12 million
whilst by the 1960’s this figure had increased to 13 million. The
trailblazing nature of the Dutch as traders is also reflected in the
“Density of sales points in the grocery retail trade “ data (see table
2 below).
Table 2:
NUMBER OF RETAIL GROCERS’ SHOPS PER 1000
INHABITANTS (AND ABSOLUTE)
IN THE YEARS 1980 AND 1970
.

1980
per 1000 inh.

1980
absolute

1970
per 1000 inh.

Netherlands
0.9
13,155
1.3
Sweden
0.9
11,380
1.6
Great Britain
1.1
57,023
2.1
Switzerland
1.5
9,344
2.3
Norway
1.5
6,158
3.1
West Germany
1.5
91,624
2.8
France
1.6
90,724
2.7
Belgium
1.9
20,327
3.6
Austria
2.1
15,221
2.7
Luxemburg
2.1
766
3.0
Finland
2.8
13,430
4.6
Denmark (1983)
3.1
15,998
6.5
Italy
3.1
173,702
3.6
Spain
3.1
112,530
3.9
Source: Internat. Vereinigung der Organisationen von Lebensmittel-Detaillisten
(IVLD) (= International Association of Retail Grocers’ Organisations), p.306; newly
revised in accordance with density of retail stores 1980
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Facit:
Both in 1970 and in 1980 The Netherlands led the rest of Europe
by far on the criterion of lowest sales network density. Even by the
year 1980 most other European countries had still not reached the
stage of development which the Dutch had already achieved in 1970
in this respect.

- the National Congress of the Dutch consumer co-operative movement decided in the year

These peculiarities of Dutch retailing put the organisational
efficiency of the COOP-Nederland enterprises under enormous
pressure. According to EEC statistics relevant to the year 1960 or
so,COOP-Nederland embraced 500 grocers’shops, 150 self-service
stores, 79 supermarkets, and 77 bakeries (EEC, Economic and
Social Council, p.703).
In the year 1966, for example, the number of grocery shops - which
had meanwhile grown to a total of 707 - was reduced by 47 to a total
of 660. Parallel to this development, 20 new supermarkets were
opened so that the total number of such stores increased to 129
during the course of the year 1960. Already by the year 1966 the
groceries branch of the consumer co-operatives was realising 73 per
cent of its sales to the home market through supermarkets and other
self-service stores (cf. der Verbraucher, Kurznachrichten, p.718,
1967).
Some 13 per cent of all households in The Netherlands had become
members of a consumer co-operative by the end of 1965 (NCR, p.63).
The market share accounted for by the consumer co-operatives) cooperative share as percentage of total turnover= amounted to in the
case of
Bread
Groceries

1948

1953

1958

1963

7
10

7
9

8
8

9
8

1959 to form 18 big regional co-operative marketing associations out of the then existing 230 or so consumer co-operatives.
We can follow the trend of this massive concentration process
involving local consumer co-operatives from table 3.
Table 3:
NUMBER OF CONSUMER CO-OPERATIVES AFFILIATED
TO COOP-NEDERLAND

Year

Number

1948
1958
1959
1960
1961
1962
1963
1964
1965
1966
1967

297
237
213
173
142
124
79
73
39
35
18

Members in 1000’s
322
404

408
388

Source: Cornelius Kamp, p.4
NCR, p.63 and p.150 et seq.

(NCR, p.152 et seq.)

Whilst for the sales of everyday products such as bread the market
share was increasing, that of the more sophisticated products such
as groceries was declining.
In view of this trend - so reports Cornelius Kamp, former head of
the Documentation Department of COOP-Nederland in Rotterdam
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The geographical distribution of the 18 regional co-operative
marketing associations is illustrated in Fig. 1.

and medium-sized counterparts, the big branch stores succeeded in
increasing their market share from 14 per cent (1950) to 25 per cent
(1965).

Fig. 1:
THE 18 REGIONAL CO-OPERATIVE MARKETING
ASSOCIATIONS DURING THE PERIOD 1967 - 1973
The 18 regional co-operative marketing associations affiliated to CO-OP Nederland:
1. CO-OP Noord. Groningen
2. CO-OP Noord-West, Groningen

Fig. 2 illustrates this situation.
Fig. 2:
HISTORICAL TREND IN MARKET SHARE MAGNITUDE
IN THE RETAIL GROCERIES SECTOR BY ENTERPRISE
FORM

3. CO-OP Oost, Enschede
4. CO-OP Samenwerking, Deventer
5. CO-OP Gelderland, Arnhem
6. CO-OP Noord-Limburg, Roermond
7. CO-OP Zuid-Limburg, Heerlen
8. Coöperatie “Etos”, Eindhoven
9. CO-OP Brabant, Tilburg
10. CO-OP Zeeland, Vlissingen
11. CO-OP Vooruitgang, Rotterdam
12. CO-OP Nieuwe Waterweg, Schiedam
13. CO-OP De Volharding, Den Haag
14. CO-OP Rijnland, Leiden
15. CO-OP Haarlem, Haarlem
16. CO-OP Centrum, Amsterdam
17. CO-OP Zaanstreek-Kennemerland, Zaandam
18. CO-OP Noord-Holland Noord, Winkel

Legend:
CO-OP Gelderland + CO-OP Kennemerland amalgamated to form CO-OP 82.
B-Co-operatives are those which did not wish to become affiliated to COOP Nederland
and which continued to exist even beyond 1973.
Sources: Cornelius Kamp, p.4;
E.H. “100 years of Dutch Consumer Co-operatives”, p. 17; EEC, Economic and Social
Council, p. 704.

Yet despite this concentration of resources, the COOP market
share in the groceries sector continued to stagnate around the 7 per
cent mark throughout the 50’s and 60’s (according to COOPNederland, 1968). By contrast, and at the expense of their smaller
358

Source: COOP-Nederland (Ed.): Rapport van de Studie-commissie, “organasatie en
efficiency van de CO-OP” p. 64.
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It is further reported that in 1967 COOP-Nederland and its
member co-operatives employed a total workforce of 11,000. In
addition to this (according to NCR, p. 63) COOP-Nederland was the
owner of the following productive enterprises:

These three branch directors would report to a central commercial
director.

*
*
*
*

40 bakeries
2 mills in Rotterdam
1 coffee roasters company
1 production plant for processing foodstuffs and cosmetics in
Utrecht
* 1 textile wholesale dealers business
* 1 printing office
As the relentless competition continued a committee of experts
(Studiecommissie) under the chairmanship of Prof. B. Steenkamp
was appointed to review afresh the organisational structure and
economic efficiency of COOP Nederland (as association and Dutch
wholesale purchasing centre) and also that of the 18 regional cooperative marketing associations.
According to Cornelius, the committee of experts came to the
conclusion that the 18 co-operative marketing associations and the
Centrale COOP Nederland should merge to form a single organisation within the immediate future.
It was hoped that such a single national body would have the
organisational and financial capacity to
* open up big supermarkets
* achieve the necessary concentration in the sales network
* expand the promising non-food product range as a reaction to
recognition of Engel‘s law (income elasticity in groceries is less
than one).
The committee further recommended that the new organisation
be structured into branches with 3 branch directors:
* groceries
* bakeries
* non-food (in particular durable consumer goods)
360

With the object of activating also on a regional co-operative basis,
provision was made for the setting up of district coordinating
committees. The district secretary, along with three district branch
managers, would assume responsibility for the maintenance of good
relations with the members.
The highest organ would have been a members’council comprising a maximum of 200 delegates. In order to ensure that all cooperative groupings and geographical locations were represented on
this council, it was foreseen that voting should be on a district-wise
basis. The committee of experts were of the opinion that by this
means the interests of both consumers and members would best be
represented.
The members’council would in turn appoint a 10-member strong
supervisory board (cf. COOP-Nederland, pp. 119-133, also C. Kamp,
p. 5 et seq.).
However, the above proposals were rejected by the general assembly of COOP-Nederland in March 1969 on the occasion of an
extraordinary congress of the Dutch consumer co-operatives held in
The Hague. The conditions under which the new organisational
model could be expected to function - in other words, the precise
stages by which the proposed organisation should be realised under
the given peripheral conditions - had not been outlined in the report
submitted by the consultants.
On the other hand, in 1970 eleven (most of which were urban) of
the then still existing 18 regional co-operatives agreed to merge
their respective organisations to form the new “COOP ua” (cf. EEC
Economic and Social Council, p. 703, together with C. Kamp, p. 6).
An all embracing merger - even with Centrale COOP Nederland
- was out of the question because of the resistance to any such move
by the remaining 7 regional co-operatives, known as the “B-cooperatives.”
From interviews which managers of the remaining B-co-operatives gave to the EEC Economic and Social Council in the year 1984
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it transpired that already after only the first year (!) - i.e. by 1971 the new “COOP ua” found itself embroiled in financial difficulties
serious enough to pose a threat to its continued existence.
The regional co-operatives which united to form COOP ua were
essentially those which had been hit the hardest by competition in
the past. However, neither in 1971 nor in 1972 did they come any
nearer to their planned goals of putting the business back on a profitmaking footing. The structural reform had come too late (cf. EEC,
Economic and Social Council, p. 703).
Writing in “100 years of Dutch consumer co-operatives” Erwin
Hasselmann commented bitterly on the creation of the consolidated
organisation
“once they went ahead with this decision it meant the end of the
consumerco-operative movement in Holland. A not very strong
central organisation (COOP Nederland) gathered the weak and
ailing co-operatives to its bosom and became mortally ill itself as
a result. The end came in April 1973.” (E.H. 100 years of Dutch
consumer co-operatives, p. 16).
“COOP ua” and Centrale COOP Nederland were sold off to
competitors in the private sector.
EDAH - a big chain store group - took over COOP ua, which was
originally formed through the amalgamation of regional co-operatives, whilst the purchasing, advertising, and association centre,
COOP Nederland, went to the KSH mill-owner group.
Whilst this solution meant that
* bankruptcy was avoided
* members‘ capital was left untouched
* redundant employees were generously compensated
it also meant that the co-operative idea was lost to the Dutch public
and would remain so for a long time to come. Also, of course, the
Dutch consumer co-operatives disappeared from the international
scene, namely from international co-operative committees, publications, and statistics (cf. EEC Economic and Social Council, p. 703,
together with E.H. 100 years of Dutch consumerco-operatives, p. 17
et seq.).
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3.2.

THE CONSUMER CO-OPERATIVES‘ PROSPECTS
OF SUCCESS IN A HIGHLY COMPETITIVE
ENVIRONMENT

During the 1960’s, COOP Nederland and affiliated consumer cooperatives together accounted for 7 per cent of total sales realised in
the retail grocery sector, as already mentioned. This means that in
the year 1966, for example, COOP Nederland achieved a turnover of
232 million guilders (+ 4 per cent) whilst the affiliated consumer cooperatives together earned 488 million guilders (+9 per cent) (cf. der
Verbraucher 1967, Kurznachrichten, p. 718).
Efforts to streamline and cut costs resulted in some success.
Between the time around 1960 and 1968 all local warehouses (except
those for highly perishable goods) were replaced by three central
depots (cf. der Verbraucher, 1967, p. 33 and p. 718).
Further successes were achieved with own brand products. A good
example here is “York-Pils”, a high-quality beer produced by Coop
Nederland and marketed at an extremely competitive price. It is
interesting to note in this context that CN (Coop Nederland) was the
first enterprise to introduce the half-litre Euro-bottle into The
Netherlands.
Training and advanced training is yet another sector in which
Coop Nederland had reason to be proud of its achievements. The
National Co-operative Council reported that Coop Nederland was
selected by the Employers’ Association (Centraal Sociaal Werkgevers Verbond) to take over the following training courses back in the
1960’s
* “The Manager”, a six-week course for managers of academic
background and business experience
* “Modern Business Practice”, a five-week course for trainee managers
* “Personnel Manager”.
The special training courses which CN provided on self-service
and open-plan shops were held in particularly high regard - as were
the courses for cashier, foreman baker, bread salesman, master
butcher, etc. (cf. NCR, p. 112).
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At the economic science faculty at Amsterdam University there
was a special chair for the general co-operative system in cooperation with NCR (cf. NCR p. 116).

3.3.2. LACK OF SOLIDARITY BETWEEN CONSUMER COOPERATIVES AND THE OTHER CO-OPERATIVES

3.3.

IDENTIFICATION OF SIX MAJOR PROBLEMS
WHICH THE MOVEMENT FACED AND HOW THESE
PROBLEMS MIGHT HAVE BEEN TACKLED

At this stage we shall consider six major problems which confronted the Dutch co-operative movement. Because of the fact that The
Netherlands traditionally advocated a policy of free and unrestricted international trading, these problems reached a critical phase in
Holland years before they did in other countries.
3.3.1. LOCAL AUTONOMY AS A TRADITION AND
ECONOMIES OF SCALE
Whilst it is true that after the end of World War II an attempt was
made to exploit the economy of scale philosophy, the process of
streamlining the organisation down to 18 regional co-operatives as
a first stage was not effected with the urgency necessary to allow the
next stage, namely the establishment of a strong, consolidated
consumer co-operative, to be realised in time.
Nevertheless, this regrouping into units of cost-optimal size, able
to purchase wholesale on particularly favourable terms, need not
have become necessary ... if a serious effort had been made to
capitalise on the special advantages peculiar to the co-operative
movement, and to hammer these home to the consumers (see 3.3.3).
However, the co-ops ran their business without feeling the need
to concentrate on specific market segments or to target any particular classes of customer ... with the result that in April 1973 they had
to sell out to their main competitors, the big chain stores - who in the
years previously had steadily increased their market share at the
expense of the stagnating co-ops.

According to the report by the EEC Economic and Social Council,
the Dutch co-operatives lacked an umbrella organisation. Similarly,
the trade unions, which in some countries unite and coordinate the
social economy, were not active at this level in The Netherlands (cf.
EEC Economic and Social Council, p. 676).
If COOP Nederland had had close ties at least with the biggest cooperative union in The Netherlands, namely with Nationale Cooperative Raad (NCR), this would have helped the organisation
survive the financially lean years i.e. “Radobank”, a member organisation of NCR, could have provided the necessary aid. The opportunity was not taken to create a consolidated guarantee from the
manufacturer to the consumer and to exploit this with combined
NCR/COOP marketing.
Another lost opportunity as far as exploiting potentials offered by
the co-operative movement is concerned can be seen in the failure to
enter into any marketing agreements with the co-operative insurance companies, co-operative building societies, and productive cooperatives.
3.3.3. CORPORATE IDENTITY OF THE CONSUMER COOPERATIVES IN MODERN TIMES
Once the earlier need to resort to collective self-help as a means
for combatting the power of the monopolies and for alleviating
poverty had been swept away in the modern age of global competition and the affluent society, it became very difficult indeed to
distinguish the individuality of the consumerco-operatives in Holland. Members, employees, and particularly the public at large,
were not really consciously aware of any significant distinction
between the corporate identity of the co-operative and that of any big
chain store group.
A more tangible, consumption-related interpretation could have
been achieved, for example by giving prominence to the fact that the
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internal subsidizing of staple foodstuffs came to the good of the
financially less fortunately placed co-operationists and members.
Even if these benefits had to be restricted in view of the profit
situation, a feasible solution would have been to pay dividends only
to those members having an income below a certain level.
However, the most forward looking idea seems to be that of
encouraging social activities of an extra–mural nature but which
embrace consumption-related activities as more than just a pleasant byproduct.
For example, the holding of adult evening classes for groups of
member housewives in conjunction with local educational establishments for home economy on the subject of a more suitable diet and
way of living in our present day society, where lack of exercise and
stress are causing serious problems, would be a possibility.
Another would be the establishment and organisational incorporation of self-help groups of members who are ill with cancer and
provide them with instruction on macrobiotic dieting and life style.
This is just a further example from a whole series of possibilities for
the integration of particularly motivated and self-aware groups
whose existence would inject necessary life into the co-operative
work.
The unmistakable, independent COOP status in the retail trade
sector should have been updated on the basis of the historical cooperative principles of the movement and communicated both
throughout the organisation itself and to the public at large.
Alternatively, attempts to develop a contemporary corporate
identity methodologically on the basis of the individualistic paradigm now prevailing in the economic sciences could not be expected
to bring fully satisfactory results. It is not a case here of having to
follow the philosophy of “timeless laws” as argued by Weber/Brazda,
but rather that of having to analyse the historical development of the
social system “consumer co-operatives.” Accordingly it would be
necessary to develop the business strategies further on the basis of
the historical principles of the co-operative movement (see table 5).
(cf. Weber, W./Brazda, J., pp. 202, 204, 207).
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Table 6:
HISTORICAL CO-OPERATIVE PRINCIPLES
Principles established by F.W. Raiffeisen (1887)
(as formulated in the later association statutes)
1. Enhancement of the moral and material status of the members.
2. Unrestricted joint liability of the members.
3. Restriction of membership area, usually to a township. Double
membership not permitted.
4. Only one share per member (where such a restriction is in fact
necessary) and limitation of the maximum rate of any dividend
payments to the current interest rate on loan capital.
5. All administrative posts to be honorary except that of treasurer.
6. Instead of full distribution of profits, an indivisible reserve fund
should be allowed to accumulate.
Source: Seelmann-Eggebert, E.L.

Principles of the International Co-operative Union (1937/
1966) (on the basis of the Rochdale Principles of 1884)
1. open membership
2. democratic control
3. dividend on purchase
4. limited interest on capital
Source: Dubhashi, P.R., p. 11.

3.3.4. CLOSE CO-OPERATION WITH THE DUTCH
CONSUMER ORGANISATIONS
Whilst right up until the 1950’s - but for a broad section of the
general public, even until the 1960’s - it was simply a matter of
finding economy-priced products as far as basic needs were concerned, the subsequent and growing trend has since been
* in the case of goods intended for more or less immediate consumption such as foodstuffs and toiletry articles, to take into account
any long-term side effects (chemicals used in food processing etc.,
harmful preserving agents in cosmetics), whilst
367

Johannes Reintjes

The Consumer Co-operatives in The Netherlands

* in the case of goods which are expected to have a long service life,
to request quality and price comparisons carried out by an
independent institute.

Amongst the aids available to help achieve the required reorganisation is the co-operative promotional balance (cf. Brazda, p. 14 and
pp. 80-86).

As a result of this trend, many consumers became increasingly
more discriminating in their attitude towards the retailers.
In the author’s opinion, a forward looking co-operative group
would have tackled this problem by working together with Dutch
consumer organisations such as “Consumentenbond” and “Konsumenten-Kontakt” (cf. E. Hondius, p. 139) and their goods testing
institutes since this would have had a positive and confidenceinspiring effect on the members. Indeed, the co-op group could have
become trailblazers in this sector in that they could have reorganised their product ranges on the basis of quality control testing
supervised by members and by giving these products greater market
appeal through the use of a particularly user-friendly distinctive
label.
Nilsson explained why this aspect of a reorganisation of the cooperatives through the consumer movement was virtually ignored:
Whilst the theoretically “ideal consumer co-operative” automatically brought with it the ideal preconditions for the realisation of selforganised consumers‘ interests, the actual consumer co-operatives because of the competitive situation and their own hierarchy
amongst other things - have meanwhile become far removed from
the happy position where they could claim to represent members’/
consumers’ interests in a convincing and competent manner (J.
Nilsson, p. 287, 292 et seq.).
This situation provoked Brazda to comment: “Consumer cooperatives should do more than just strive to achieve low-cost
marketing of their goods - at the same time they should be be
working on the possibility of providing more information about these
goods as well as on that of the mutual discussion about products to
be bought. We need only think of the opportunity which the consumer co-operatives lost by not giving their members optimal
information and not inviting an exchange of information following
a foodstuff contamination scare.” (see Brazda, p. 12).
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3.3.5. INTEGRATION OF THE “ALTERNATIVE
ECONOMY”
In the years after 1966, consumers’ self-help organisations and
networks, natural food shops, “eco”-shops, second-hand shops, and
many others coming into the “alternative economy category began
springing up not only in The Netherlands. In their organisational
principles, membership orientation, hierarchical structure, limited
profit aims, and their philosophy of protecting consumers’interests
they are very reminiscent of the co-operative pioneer organisations.
Wifried Nelles describes these new citizens’ action committees
and social movements on the basis of a complete census taken in
Cologne-Bonn as an example, and he estimates that total number of
“alternative enterprises” in West Germany at around 2000. In
addition to these there are a further
* 14,500 or so self-help action committees in the field of physical
and psychic health - and this not counting the thousands of action
committees whose objective is simply to influence the products
and services of third parties.
* about 1,500 home and neighbourhood self-help groups
* about 100 environmental and transport self-help groups
in existence in West Germany (cf. Nelles, W. S. p. 260).
On the strength of a rediscovery of the co-operative corporate
identity it seems not unreasonable to suppose that efforts to integrate could be made whilst at the same time these “emergency action
committees” would become no longer necessary.
By no means unimportant in this same context, an integration of
fresh ideas would counteract the co-operative weakness of lacking
innovative ideas as complained of by NCR (cf. NCR, p. 133).

369

Johannes Reintjes
3.3.6. MODERN MANAGEMENT
Literature devoted to an analysis of the consumer co-operatives in
Holland after the end of World War II concentrates on the subject of
an experienced management well versed in business economy and
specialised in different trade groups. And it is certainly true that
even where there is a high degree of idealism, a well-managed
business operation able to buy in wholesale under favourable terms,
with access to a low-cost sales organisation, and with a consumerfriendly sales product range, etc., is the basis for success.
Nevertheless, earlier remarks to the effect that the integration of
fresh blood is necessary to revive the original co-operative idea of
collective self help in an effort to solve the main problems now facing
the consumer co-operatives are very pertinent here too.
Of course the struggle to be competitive in the field of rationalisation and the sales organisation in particular can bring about the
downfall of co-operative retail organisations - as the Dutch example
showed only too clearly. Member orientation demands its price. Or
as NCR expressed it:
“...everything has two sides, and nobody would dispute, for
example, that the co-operative often showed itself to be less
capable of taking decisions than its counterparts in private
enterprise were and that a great deal of time and money will have
to be devoted to meetings.” (see NCR, p. 132).
Without actively taking up the position of a member-oriented
special shop and communicating this fact with all due emphasis both
internally and to the public at large, a transformation into non-cooperative organisational forms would only be logical, even if the last
treated problem complex be solved.

The Consumer Co-operatives in The Netherlands
4.

APRIL 1973 AND BEYOND - A NEW BEGINNING

Elsewhere in this study it has already been said that The Netherlands were far ahead of their time as far as trading was concerned.
This explains why such problems as the “internationalisation of the
retail trade”, “significance of the non-food sector as an implication of
Engel‘s law”, and “retarded growth rates with all out competition”
manifested themselves in Holland as early as the 1960‘s. These were
the problems which ultimately brought about the end of the central
organisation, COOP Nederland and 11 of the 18 marketing cooperatives (A-co-operatives) in the April of 1973.
The seven surviving B-co-operatives did not at first have either a
common policy or a sense of unity immediately after the privatisation of the central organisation.
Eindhoven-based ETOS, by far the biggest consumer co-operative
enterprise in Holland, stood out very distinctly from amongst these
7 B-co-operatives - which according to E.Hasselmann‘s, “100 years
of Dutch consumer co-operatives” constituted the “healthy part of
the movement.” Originally formed exclusively for employees of the
Philips works, ETOS developed into a major sized general consumer
co-operative. Accordingly, it was generally hoped that ETOS would
assume the role as centre for the rebirth of the consumer cooperative movement in Holland. Indeed, a concept was even drawn
up for the transfer of wholesale purchasing on behalf of the other six
B-co-operatives.
ETOS operated a total of 37 supermarkets, a chain of self-service
stores and butchers’ shops, as well as 43 drugstores in the Eindhoven
district. However, something else happened in 1973 which the other
six B-co-operatives had not reckoned with. E.H. reports:
“Even ETOS had apparently become tired of its co-operative
existence. In 1973 it sold out all its interests to the Albert Heijn
chain store group.”
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This meant that “the six”were left entirely on their own. At the
level of association of non-co-operative retailers there were also
Enkape-Unika, and Sperwerverband.
Since none of the six was in a position to take over the responsibility of purchasing wholesale for the others, they entered into a
supply agreement with Gebr. Schnitema, a firm of wholesale suppliers which also supplied other retailers.
However, the real new beginning of the consumer co-operative
movement in The Netherlands must be seen as the decision to form
a common holding company again. In September 1973 the six
founded COOP Holland whose board of directors (Raad van Commissarissen) was made up of the managing directors and board
chairmen of the six (cf. E.H., “100 years of Dutch consumer cooperatives”, pp. 17 and 18).
This holding company founded three affiliated companies described by the EEC Economic and Social Council thus:
* COOP Marketing b.v. (whereby b.v. is a partnership with imited
liability, in other words, not a co-operative in the legal sense)
which deals with all marketing questions - from market research,
pricing, product range policies, the planning of shops, and publicity for all member co-operatives
* COOP Reizen b.v. which is a travel agency specialising in group
travel.
* COOP Koopzegel b.v. which is a savings stamp organisation.
COOP customers are not given trading stamps (although there is
a single exception to this ruling) but they are permitted to buy
savings stamps for small sums of money, and when they have
saved 48 fl and multiples thereof, they can sell the stamps back
for 50 fl and multiples thereof in cash.
A modest new beginning - which, given concentration on cooperative strengths, communication of an unmistakable corporate
image, and the integration of new social movements could lead to a
new “co-operative life cycle.”
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PRELIMINARY REMARK
Presently (1989) the Swiss co-operative movement is split up into
two seperate and unconnected parts, bound together by economic
competition only. There is on one hand the big retail organisation
Coop, claiming to carry on the traditional co-operative movement in
the new form of a so-called integrated co-operative. On the other
hand the phenomenon Migros exists in the legal form of a cooperative since 1941 too. The latter is the unique example of an
“arti-ficial” cooperative as it did not grow out of any social
movement or initiative. Therefor it is still looked at with some
suspicion and still lacks integration in the international cooperative movement represented by ICA.
It was one of the lonely and disputed decisions of G. Duttweiler,
the extraordinary founder of Migros, to give his originally private
retail organisation as a donation to his costumers. Even today the
opinion is widely spread that he did so on account of tax reasons
rather than because of social reasons as he himself maintained to
do. Still the ideas of co-operation and democracy have always played
an important role at least in his propaganda.

The Consumer Co-operatives in Switzerland
The author wants to turn the reader's special attention to these
mutual effects between the two competitorsas these hidden relations seem to be even more important and effective in the last
decades. It cannot be denied that since many years Coop has been
learning from Migros, especially in the fields of effective structures
and sales techniques and that it is due to this specific competition
and market situation that Coop now can claim to hold a very good
position in Switzerland as well as compared to consumer co-operatives in other countries. On the other hand “Migros-springtime”, a
democratic movement within Migros, criticizing centralization
and demanding more regard for environmental and health
problems, showed in 1980 that even artificially constructed democratic structures may come to life as well as the following “killing”
of Migros-springtime (by statute changes) demonstrated the power
of a successful top management.

Considering this extraordinary constellation it is not so
surprising - though extremly hindering for the author - that both the
big Swiss consumer cooperatives more or less ignore one another
in their publications; only few comparisons could be found and the
given economical numbers frequently differ in chosen criteria.
Speaking of research problems one could further-more remark that
for both organisations no survey studies on the economical development of the last years were available so that key numbers laboriously had to be carried together from all too often changing statistics.
Consequently this study also falls into two parts, one dedicated
to the historical and organisational development of Coop (former
VSK) up to recent structures and market position, whilst the other
part tries to describe the Migros “sucess secret” as a mixture of well
known co-operative strategies (low price level, mobilisation of the
clientele a.s.o.) and extraordinary entrepeneurial creativity on the
part of the Migros founder.
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1.

THE REGULAR CONSUMER CO-OPERATIVES

1.1.

EARLY DEVELOPMENT

1.1.1.

GENERAL PREREQUISITES: CO-OPERATIVE
TRADITION AND ECONOMIC HARDSHIPS

Although they nowadays play a dominant role in the Swiss retail
market, co-operatives - and consumer co-operatives in particular did not develop in Switzerland until relatively late on in the 19th
century. Theoreticians point to a series of economic, legislative, and
demographical problems, which were prevailing at the time, to
account for this fact. However, democratic self-determination, and
co-operation can truly be said to be deeply anchored in the Swiss
national character. Indeed, as far back as the Middle Ages the Swiss
fought for independence and communal autonomy, defended their
right to be self-governing against the Habsburgs, and collectively
owned their pastures. In fact, the founding of the Swiss Confederation itself can be seen as an expression of co-operative tradition.
In the 18th century the philanthropic movement developed a
philosophy which upheld education as a means to bring about social
change as well as to raise moral standards and awaken fellowfeelings. Although this movement had little influence, it can nevertheless be regarded as a forerunner of co-operative thinking and
behaviour. The philantropists did more than just discuss social
problems in their pamphlets, they also encouraged the founding of
companies for the public benefit which could be regarded as early
forerunners to the first co-operatives.
The decision of dairy farmers to pool together to process their milk
outputs in “Talkäsereien” (= valley dairies) might also be seen as the
rudiments of a pre-co-operative movement. These valley dairies
rapidly became popular at the beginning of the 19th century and
served as practical examples of co-operation - independent of any
ideological motives - the value of which was soon realised and
emulated in other agricultural pools (cattle insurance, and buying
groups for bulk purchasing, etc.).
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However, as far as the development of consumer co-operatives
was concerned, conditions during the first half of the 19th century
were still not right. The Swiss towns were slow in expanding. In the
year 1800 there were only 11 communities having more than 5,000
inhabitants, and as late as 1850 only 6.4 per cent of the total
population was accounted for by the major towns. Rural Switzerland
was still dominated by a domestic economy with traditional forms of
barter trading at weekly held markets.
Apart from the half-yearly trade fairs, 75 per cent of all business
transactions were of a purely local character. Because of the high
transport costs involved, the remaining trade not of a local character
was restricted to luxury goods. Commercial trading was very much
at the discretion of the political situation in the respective regions.
Democratic regions encouraged it but oligarchic and patrician regions were opposed to it.
With the fall of the Helvetian Republic and the restoration of
cantonal sovereignty in 1815, different sets of conditions prevailed
throughout Switzerland; it was not until 1830 that free trade
became established, and 1875 before provision for the freedom of
trade and commerce was made in the constitution.
Further obstacles to free trade were seen in the customs tariff
walls between cantons, as well as the use of different currencies and
postal systems within Switzerland. Standardisation was not introduced until the year 1874. The mountains, which delayed the
building of an effective road and railway network, were a natural
barrier to the development of trade.
With the founding of Switzerland as a national state in the year
1848 and the resultant setting up of an homogeneous economic unit
with an efficiently functioning transport and postal system as well
as standard weights and measures, conditions were finally created
which favoured comprehensive industrialisation. Switzerland was
behind other countries in reaching this stage even though its
productive capacity had been sizeable already at the end of the 18th
century. Although Switzerland did not have any direct access to the
sea, and although the cost of setting up a spinning mill or a weaving
mill in that country was twice as high as in Great Britain, for
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example, the new production methods and forms quickly became
established and widespread. Increasing numbers of people poured
into the towns. These sociological changes were also of significance
as far as the development of consumer co-operatives were concerned
as ever growing groups of industrial workers presented themselves
as potential target groups for and supporters of this movement. A
further consideration to be taken into account is that as a consequence of industrialisation and improved transport facilities, the meanwhile booming retail trade in Switzerland was marred by numerous
scandalous practices. The grocers shops, which spread throughout
the country, frequently sold their goods at exorbitant prices or shortweighted their customers - with the result that the suffering clientele had every good reason to seek alternative suppliers.

“The members of these unions were recruited from the middle
classes. Often the unions were founded by energetic factory owners
who themselves had a material interest in their existence - since
they enabled the workers to survive through economically difficult
times without the need for appreciable wage increases (cf. Totomianz, 1914, p. 142).

1.1.2.

FORERUNNERS OF THE CONSUMER
CO-OPERATIVES: FRUIT UNIONS AND JOINTSTOCK BAKERIES

As a reaction to increases in the cost of living following harvest
failures - particularly in the years 1845-1847 - from 1840 onwards a
series of pre-co-operative eating houses and fruit unions (“Fruchtvereine”) were established with the object of ensuring adequate supplies of nourishing and cheap food, in particular bread. These
institutions were often inspired by philanthropic liberals, and in
some cases enjoyed the support of caring municipal governments.
Generally speaking, however, they were only short-lived.
The “Bon cherie mutelle”, founded in Lausanne in 1843, and the
“Association alimentaire de la Ville Genève”, founded in Geneva in
1848 are typical examples of such institutions. Within the time of
only two months the number of members belonging to the latter
mentioned eating house increased from 100 to 700. Again, however,
this success was of brief duration only, and ended with financial
collapse in 1851. According to Boson (p. 86) the reasons for this
failure included inadequate business competence on the part of the
staff, and a lack of loyalty on the part of the members - who drifted
away once the crisis in the watchmaking industry had ended.
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In the following years the workers began taking the business of
the bulk purchasing flour and other groceries into their own hands
on an increasing scale as they saw that their fight for better wages
was largely in vain. Consumer co-operatives were established - such
as the “Allgemeinen Arbeitergesellschaft der Posamenter Basel” set
up by haberdashers in Basle in 1846, primarily to purchase groceries, bread, wine and bacon. This latter co-operative had to close
down after only a short time in existence.
Joint-stock bakeries, butchers, eating houses, and other specialised enterprises bridged the period between philanthropic aid and cooperative mutual aid. Their coming into being was less inspired by
ideological programmes than by practical requirements and immediate necessity.
“The joint-stock bakeries, like the other enterprises mentioned,
were voluntary associations. They were primarily of service to their
members, but were also of benefit to the public at large forcing
private competitors to reduce their prices also, and to show greater
consideration for the customers interests.” (Boson, p. 89).
Features which they had in common with, and in contrast to the
consumer co-operatives are characterised by Totomianz as follows:
”If we compare the objective, the organisation, and the management of the fruit union with the form and activity of the first
consumer co-operatives, we see a great similarity between the two.
An important difference is to be seen in the fact that the former was
only intended as a temporary organisation whilst the existence of
the latter is not subject to any time limit. Otherwise both were rather
like limited companies whose main objective was the bulk purchasing of bread, and the exchanging of this bread against money or
vouchers. The unions - which came into being in the ‘forties in the
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wake of rising costs of living - can thus be regarded as a provisional
organisation from which the consumer co-operatives were to develop.” (p. 143)

himself. He was mainly inspired by the ideas of Willhelm Weitling,
who preached a god-fearing kind of communism. When his lectures
were forbidden, Treichler left Switzerland and did not return until
the year 1848. Back in Zurich he met Bürkli at a “Grütli Verein”
meeting.

Although the fruit unions and joint-stock bakeries usually disbanded again once the general supply situation returned to normal,
they nevertheless did permit the gathering of valuable experience
which could be applied with advantage in the years following - the
co-operative union in Basle being a particularly good example.
1.1.3.

THE FIRST CONSUMER CO-OPERATIVE
PROMOTION BOOM 1850-1863

With the exception of the trade crises in 1857 and 1866, the years
between 1850 and 1873 were characterised by an economic boom in
which all the industrial countries participated, and which was not
brought to an end until the crisis of 1873. This expansive economic
development was parallelled by price rises with which the then
miserable wage levels could scarcely - if at all - keep pace. Thus,
within the context of then dominating economic liberalism, a considerable potential for social conflict was building up. It was under
these conditions that a whole wave of consumer co-operatives were
founded between the years 1850 and 1863. The example of the
“Konsumverein Zürich” will serve to characterise the nature and
historical development of these co-operatives.
The “Konsumverein Zürich” can be described as the creation of the
independent social reformist labour movement. Key figures at this
stage were Karl Bürkli and J.J. Treichler. Karl Bürkli came from a
Zürich patrician family and was a tanner by trade. During the course
of his earlier travels he had become familiar with Fourier’s association theory and was so inspired by the latter’s phalange idea that in
1854 he tried to put it into practice in the New World, in Texas.
However, this experiment failed and he returned to Switzerland in
1858.
J.J. Treichler, a teacher from a working–class background, first
made his name as a publicist. His provocative newspaper articles led
to a series of court cases with the result that he went on to study law
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It was here that the idea of founding a consumer co-operative was
conceived. On this occasion eight men were involved, and in keeping
with their habits, their first venture was that of selling cigars. The
initial capital of this consumer co-operative founded in 1851 was
only 75 francs. The next year, 1852, Bürkli drew up statutes which
were generally taken as a declaration of war on the retail trade, and
which found wide appeal. By virtue of the brisk interest, the cooperative was able to start its own bakery that same year and offer
bread at a price 18 per cent below the established retail level. By
1854 the number of members had already increased to 2,450 and the
sales turnover amounted to SFr. 600,000.
When the new civil code required that consumer co-operatives
should have statutes comparable with those of the limited companies, the consumers co-operative founded a guarantee company with
SFr. 5,000 capital - which was raised through the sale of shares at
SFr. 10 each. A change in the statutes called for by the 1858 annual
general meeting put an end to the issue of further shares. From the
business point of view, the consumer co-operative did well for a
certain time - for example, in 1860 it was showing a profit of SFr.
28,000. However a series of social conflicts, during the course of
which Bürkli was dismissed as administrator and replaced by
Treichler in 1875, culminated in a crisis revolving around the
question of the admission of new members.
The new administration showed itself to be both divided and
incapable with the result that Bürkli - supported by the democrats
- was able to become president again in 1867. A further amendment
to the statutes permitted the admission of new members provided
that these were approved by the board. However, once it became
known that Bürkli allowed in his own relatives and friends without
permission, a new serious conflict broke out in 1870 and finally
ended with financial catastrophe in 1872; Bürkli called on investors
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to withdraw their money from deposit accounts. The confidence
crisis finally led to Bürkli’s expulsion and the “Konsumverein Zürich
itself was transformed into a profit-oriented limited company .It is
still in existence today (June 1989), but expected to be taken over by
Coop Switzerland (cf. Chap. 1.13, p.).

One of the last co-operatives to be founded during this period was
“Consumverein Olten”, which was established in 1862 for the benefit
of local railway workers. Thanks to the able management headed by
a blacksmith, Bosshard, and the national councillor (i.e. MP), von
Arx, this proved to be one of the most resilient and successful cooperatives. Although a limited company by constitution, it had a cooperative character.

From 1850 onwards the consumer co-operative idea also had the
support of the press; numerous local sections of the “Grütli Verein”
tried to establish their own co-operatives in Canton Zürich along the
lines of “Konsumverein Zürich.” Particularly in the wake of the price
increases of the years 1852/53 there was general keen interest in the
possibility of shopping at fair prices. Yet whilst it is reported that
there were some 40 consumer co-operatives in Canton Zurich in the
year 1853, this total had fallen back to 25 only one year later, and
from then on the rate at which the consumer co-operative idea
spread began to slow down.
“Konsumverein Zürich” planned to supply goods to smaller consumer co-operatives and to form an own buying company for bulk
purchasing. A meeting of 104 delegates, representing 36 co-operatives agreed to “Konsumverein Zürich” taking on the responsibility
of wholesale purchasing and discussed the idea of merging to form
a union which would primarily have economic aims. For the time
being, however, this idea was not put into practise. Meanwhile the
co-operative movement spread to other cantons and into the nonGerman speaking parts of Switzerland. In the year 1853, with the
support of the local government, a consumer co-operative was
established in Bern. Within the first month of its existence it
attracted 700 members, but was soon to be forced into liquidation
following a collapse in the price of grain and the unbearable losses
which this entailed. The year 1851 saw the opening of two cooperatives in Geneva calling themselves “l’Etal des agriculteurs.”
These were initiated by farmers who wanted to sell fattening cattle
at reasonable prices and were in fact something of a mixture
between producer and consumer co-operatives. Round about 1850
the Zurich statutes were translated into Italian but it was not until
much later that the consumer co-operative movement gained a
foothold in the Italian-speaking part of Switzerland.
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Boson (p. 112 et seq.) analyses the reasons for the often problematic development of the early co-operatives and comes to the conclusion that, quite apart from the resistance shown by local shopkeepers and the initial suspicion on the part of the public, the unfamiliarity with the democratic ideas was also a frequent reason for
failure of the enterprise.
“The idea of co-operative democracy was still a novel one even for
many of the members themselves. When elections were held, offices
were often bestowed as a favour and the opinions of the members
manipulated by intrigues. The founders were not sufficiently aware
of the fact that only by appointing worthy men to the leading
positions they could ensure that the enterprise had a chance of being
successful.” (Boson, p. 113).
This was the reason why the managers of the first consumer cooperatives often lacked the necessary knowledge and experience
with the result that unsound policies yielding inadequate margins
were adopted. In many cases the starting capital was not sufficient
and the co-operatives were burdened with debts. Since no provision
was made for reserve funds, unexpected price collapses could result
in the ruin of the business. Strict adherence to the cash payment
principle made it difficult for the working class in particular to
become members. Furthermore, the below average wages paid to
employees and an increasing reliance on unpaid services had yet
another negative influence.
“However estimable philanthropic and altruistic efforts may be,
experience has shown that honorary services have not always been
in the best interests of the co-operative organisation - at least not in
those cases where it was a matter of distributing functions within
the framework of the organisational system and commercial mana389
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gement... To summarise it can be said that inadequate financial
backing, inexperience in administrative-technical and commercial
matters, lack of knowledge of economic laws, and only poor schooling
in democratic and co-operative teachings were the main obstacles
which hampered progress of the first attempts to establish consumer
co-operatives in Switzerland.” (Boson, p. 114).

Jean Jenny-Riffel was a progressive entrepreneur who was prepared to do something towards easing the burden of the working
class by founding a co-operative shop. Jenny-Riffel had seen the
value of consumer co-operatives during his travels in England. It
was from that country that Jenny-Riffel drew his inspiration when
drafting the organisation and statutes of the Schwanden consumer
co-operative.

Yet the idea of consumers banding together to form co-operatives
was by no means discredited as a result of these failures. Indeed, it
was to be taken up again under more favourable conditions and with
revised principles later.

1.2.

EXPANSION AND THE FOUNDING OF A
CO-OPERATIVE UNION

1.2.1.

INTRODUCTION OF THE ROCHDALE SYSTEM

1.2.1.1. THE SCHWANDEN CONSUMER CO-OPERATIVE
An important step in the development of consumer co-operatives
in Switzerland was the introduction of the Rochdale system of
paying a dividend at the Schwanden consumer co-operative in the
year 1864. Situated in the mountainous canton of Glarus, Schwanden was an early centre of industrialisation in Switzerland. The first
cotton spinning mill was set up there as far back as 1714, and this
was soon followed by weaving mills and batik production works. By
the year 1845 this industry was employing 3,000 workers; they lived
and worked under conditions reflecting the social misery and poverty which were characteristic of the early years of industrialisation.
The local government tried to ameliorate the social problems by
resorting to legislative measures and introducing the very first
labour protection laws to be passed in Europe. For the first time in
history, public law demanded that the number of hours worked daily
should not exceed 14. This was in the year 1864. This maximum
number of working hours was subsequently reduced to 12 for all
workers. This new law was to prove an inspiration to Switzerland as
a whole, and in 1877 it was incorporated into federal law.
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The co-operative raised its starting capital through the sale of
unit shares to the nominal value of SFr. 20. Only members of the
local labour movement were eligible to become members of the cooperative. Ballots were held on the basis of one-man-one-vote whilst
the distribution of net profits was in proportion to the value of goods
purchased. Dividend payments were made on the basis of a stamp
system. In keeping with the Rochdale system, accounts were settled
quarterly with 2 per cent of the net profit being allocated to the
reserves each time. Interest was paid out on shares at a rate of up to
4.5 per cent depending on the profit situation. Particularly this
system of distributing the net profits along the lines of the Rochdale
method made the Schwanden consumer co-operative an example
which the whole of Switzerland was soon to follow with success.
1.2.1.2. THE “ALLGEMEINE KONSUMVEREIN BASEL”
A further significant (re-)establishment of a consumer co-operative during this period was that of the “Allgemeine Konsumverein”
in Basle. This was a reconstruction of an earlier venture by a local
trade union. Organisationally it was based on a mixture of the
principles of both Rochdale and Zurich (cf. Totomianz, p. 145 et seq.).
This development was prompted by a new crisis in the Baslebased textile industry which had resulted in liquidations and loss of
jobs. In the hard winter of 1864/65 the misery of the haberdashers
reached almost unbelievable proportions with the result that a
committee of Basle citizens - backed by the municipal authorities was moved to organise the purchase of food and clothing.
However, it soon became evident that the problem was not going
to be solved by charitable efforts, and the press took up the cause
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calling loudly for the formation of a consumer co-operative along
Rochdale lines. Hoffmann-Merian published a long series of articles
under the heading “Raising the morals and economic well-being of
the working classes”, and also draft statutes for the setting up of a
consumer co-operative in Basle. These reflected strong influences
from Rochdale as well as from Schulze-Delitzsch.

were SFr. 55,000, and membership totalled 1,851. In 1871 a further
bakery was opened, as was a butchers shop. These proved to be of
good service to the public, but because of organisational weaknesses
they were not able to cover their costs basis and thus had to be closed
down in 1872. The following year, 1873, the co-operative acquired
premises in the town centre, and continued to expand these in
subsequent years. The management continued along its success
course and thus in 1898 the co-operative was finally able to open a
dairy business to sell milk - and later also cheese - of constant and
controlled quality.

The co-operative was in fact founded in the summer of 1865, but
since the economic crisis was meanwhile over, the haberdashers lost
interest and so initially there was not much public response. By the
end of August the co-operative had 215 members, most of whom
came from the ranks of workers, tradesmen, and the civil service. In
the early days the requirements of these customers were established
by pre-ordering, but in September that same year shop premises
were rented and over-the-counter sales began. The success of this
shop was such that a second shop had to be opened. Following the
example of the co-operative at Lille, the Baslers signed agreements
with bakers and a butcher where their members could also obtain
goods at fair prices, and vouchers issued by the co-operative were
accepted in lieu of cash. The following year the co-operative was able
to open its own bakery. The results of the first year in business were
unexpectedly good and even provoked envy on the part of competitors who subsequently objected to the co-operative being granted a
license to retail wine. The municipal authorities arrived at a compromise solution and reduced the number of co-operative shops allowed
to sell wine to two.
By the second year the number of co-operative members had
grown to 986 and the sales turnover to SFr. 350,000. But the net
profit was in fact lower. “Apparently the management was not able
to cope efficiently with an organisation which had greatly increased
in size.” (Totomianz, p. 149). As the profits continued to dwindle,
dissatisfaction on the part of the members grew. This culminated in
the annual general meeting of 1869 calling for the resignation of the
management. The new management exerted better control over the
situation and this together with new reforms soon revived the
business.

In the year 1898 the co-operative achieved a sales turnover of SFr.
9,550.057 and distributed dividends totalling SFr. 736,584 to 16,551
members. At this point the reserve funds totalled SFr. 433,443, and
the accident insurance fund amounted to SFr. 42,438. The further
sum of SFr. 4,000 was distributed for the care of the poor, the
orphans, and the sick.
1.2.2.

THE OLTEN CONFERENCE OF 1869

On the occasion of the 1869 conference in Olten a further attempt
was made to unite the various local consumer co-operatives and form
a common union. On the initiative of the Bern consumer co-operative, 14 delegates met and founded the “Verband Schweizer
Konsumgenossenschaften” (VSK, Union of Swiss Consumer Cooperatives) whose main objective would be to represent co-operative
interests. With the aim of avoiding individual co-operatives from
becoming isolated, it was planned that there should be a regular
exchange of information, and where necessary, mutual advice and
support.It was also intended to offer collective support to newly
opened co-operatives. A study of the feasibility of a common bulk
purchasing policy was commissioned. But all this came to nothing.
The attempts to achieve unity at Olten were thwarted by local
interests and internal conflicts.

Sales turnovers continued to rise in subsequent years. In 1873 the
co-operative returned turnover figures of SFr. 1,249,650, net profits
392
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1.2.3.

SPREAD OF THE CO-OPERATIVE IDEA
AMONGST WORKERS AND FARMERS

The political environment in which the early co-operatives found
themselves was characterised by a strengthening of democratic and
social democratic tendencies. These trends manifested themselves,
for example, in the growing significance of the radical party, and in
the founding of the socialist party in 1870. The “Grütli Verein” an
association of workers and tradesmen, already had 3,500 members
and 100 sections by the year 1864. The year 1873 saw the founding
of “Allgemeiner Schweizerischer Arbeiterbund” which was redesignated as the Swiss Trades Union Federation in 1880. In 1860 the
democratic movement demanded in parliament - which was then
dominated by representatives of the well-off - that the people should
be allowed to have a greater influence on the passing of legislation.
However, it found little support so that the extension of the people’s
democratic rights proceeded only slowly.
It was on 18th April 1869 in Canton Zurich that a democratic
reform programme was accepted for the first time. This programme
provided for the mandatory referendum, popular election of the
government, progressive taxation, and free elementary schooling.
Article 23 of this constitution read: “It is the duty of the state to
promote and safeguard the well-being of the working classes and
also the free development of the co-operative movement.” (quoted
according to Boson, p. 153).
Other workers’ associations - often founded by clergymen - aimed
to provide the workers with education as well as with moral and
financial aid. Many of these workers’ associations, such as that at
Töss, founded consumer co-operatives. By the year 1889 a total of 15
such workers’ consumer co-operatives had been founded. These
differed from one another quite considerably in form, structure, and
objectives. Factory consumer co-operatives were also founded during this period, but most of these later became general consumer cooperatives. However, most of the new general consumer co-operatives were very small and financially weak. Parallel to these purely
Swiss initiatives, the International Workers’ Association also had
an influence - however slight - on the founding of consumer co394
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operatives by workers. The (first) Internationale founded in London
in 1860 maintained close contacts with Switzerland. This will be
readily apparent from the fact that Switzerland hosted the association’s congresses for the years 1866, 1867, 1869, and 1874. Bakunin
himself was living in the Jura from where he was able to exert not
inconsiderable influence over workers in the Swiss watchmaking
industry. It was also under the influence of the Internationale that
the forerunner of the Swiss Trades Union Federation was called into
being at Olten on Labour Day 1873.
The Internationale was, of course, ambivalent in its attitude
towards consumer co-operatives. Whilst the initially dominant faction of Proudhon supporters in the Internationale saw the consumer
co-operatives as a legitimate means to bring about social change,
Marx - with his revolutionary ideas - rejected them as being reformist. It was this latter view which prevailed until a different, more
favourable attitude was to be taken around the turn of century.
Despite such objections, however, the congresses of 1867/68 declared themselves in favour of the opening of consumer co-operatives.
Indeed, the “La Fidelité” consumer co-operative in Geneva owes its
existence to the favourable influence of the congress (cf. Boson, p.
126). But further plans to open consumer co-operatives under the
auspices of the Internationale(50 per cent of the net earnings of
these co-operatives were to be channelled into the strike fund) were
not realised.
Between 1870 and 1890 the consumer co-operative movement
extended from Zurich to throughout Switzerland. In St. Gallen alone
there were 18 new openings, in Appenzell 4, and in other cantons
between 1 and 3 (cf. Boson, p. 163).
It was not only the working classes who were forced to show an
interest in the consumer co-operative movement by the course of
economic events; more and more the farmers began to show an
interest in a common bulk purchasing policy. New intensive cultivation methods called for the use of artificial fertilisers which were
expensive to the farmers. Improved transport routes and increasing
imports resulted in a price decay for farming products and to a crisis
in the agricultural industry as a whole. This also prompted solidarity feelings amongst the farmers.
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As early as 1881, encouraged and supported by a Winterthur
clergyman, a district agricultural union was established, initially
with the sole aim of selling agricultural consumer goods to farmers.
This was soon followed by the founding of a further 21 such institutions which, however, were organised much more along the lines of
the workers’ consumer co-operatives and the agricultural co-operatives in Germany. it was from this wing of the co-operative movement that “VOLG” - (union of rural co-operatives in East Switzerland) was to emerge later. VOLG and VSK were to operate in cooperation with one other for some time in the more distant future.
From the year 1890 onwards VOLG opened shops which also served
the general public and which were to prove to be highly successful
financially . VOLG also brought out its own newspaper, the
“Genossenschafter” (= “Co-operator”).

partnership firms on the criterion of their corporate organisation
(similar to a limited company), whilst at the same time he distinguished the co-operatives from clubs on the criterion of their economic
objectives in accordance with Article 60 of the Swiss Civil Code.
Accordingly, co-operatives had to have at least 7 members and two
organs - a board and an annual shareholders’ meeting. They were
required to have statutes in written form which were certified by a
public official. In the case of co-operatives there was alternative and
collective liability unless stated otherwise in the statutes. This law
was to remain in force until the year 1944, apart from an amendment
made in 1936.

1.2.4.

LEGISLATION GOVERNING CO-OPERATIVES

The legal position of co-operatives in Switzerland was not finally
made clear until 1863 with the federal code of obligations. Whilst
France had its own specific co-operative law since 1867, Austria
since 1873, and Belgium since 1875, commercial law in Switzerland
did not become a federal matter until the federal constitution was
drawn up in 1874. Prior to that date canton-specific regulations
governed the founding of co-operatives - usually only in limited
company form with personal liability and statutes which were
subject to official approval.
Under these circumstances there was always the risk that the cooperatives would degenerate into purely capitalist companies, and,
indeed, the democratic system of one-man-one-vote was sacrificed to
business interests in some cases. On the other hand, this legal status
did entail certain advantages because without alternative and
collective liability, the gaining of membership was made easier and
thus the spread of consumer co-operatives was favoured.
Article 27 of the Swiss Federal Code of Obligations (1883) was
drawn up by J.C. Bluntschli who took the German co-operative law
by Schulze-Delitzsch as his model. His definition of co-operatives
was imperfect in that he distinguished them from group and limited
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Consequently, in 1883 many of the co-operatives which had been
founded as limited companies had to decide whether they wished to
remain as limited companies or whether to become co-operatives. In
most cases they decided in favour of the co-operative legal form
except for Konsumverein Zürich and one or two others.
1.3.

FOUNDING OF THE CO-OPERATIVE UNION/ITS
PRE-WORLD WAR I DEVELOPMENT

1.3.1.

THE FOUNDING OF VSK

The founding and development of VSK was both slow and hesitating - and thus could be said to be in keeping with the “Helvetian
mentality.” Traditionalism and narrow-mindedness brought many
an early venture to a premature end. However, it is also true to say
that the general conditions under which co-operatives could flourish
did not begin to prevail until the economic boom started in 1880. A
significant impulse to unite was finally given from outside the
movement when the organised resistance of competitors and the
planned customs duties increases underlined the necessity of a body
representing common interests.
In the January of 1890 the ACV called for another constituent
meeting to be held in Olten. This was attended by 42 delegates
representing 27 consumer co-operatives and agreement was reached on a definitive founding of VSK. By February 1890 a further 11
co-operatives had joined the union.
397

Johanna Setzer

The Consumer Co-operatives in Switzerland

The prime aim of the union was to represent common interests
and to serve as a vehicle for a mutual exchange of information. Since
in the initial stage there were no plans for a wholesale society, a
relatively simple organisational structure - comprising a delegates’
meeting, a five-strong board, and auditors - was sufficient.

member co-operatives. Basle was nominated as the headquarters
and the organisational structure was extended to include the post of
auditor and that of a managing director.

The number of delegates which any one co-operative could send to
the meeting depended on the size of that co-operative’s membership:
co-operatives with up to 300 members sent one delegate, those with
between 301 and 1000 members were allowed to send two, and those
having more than 1000 members could send three delegates. Membership fees were scaled on the same basis ranging from 20 through
40 to 60 francs per co-operative.
The first board members included men such as the ACV members’
elected delegate, C. Gass, and the great Swiss pedagogue, J.F.
Schär, who himself founded the Bischofszell consumer co-operative
in 1874 and the Association of Swiss Cheesemakers. Schär stood for
a co-operative philosophy on the basis of mutual assistance and
solidarity which was primarily oriented on Christian ideals. According to his opinion co-operatives offered a better way to bring about
social change than revolutionary overthrow did. He thought them
better also than aid organised by the government. Under the guidance of such leaders and ideas the VSK retained strict political
neutrality.
When the demand for a commonly owned wholesale society
gathered momentum, VSK carried out a survey of requirements in
1892 and this led to the founding of a trading company. This
company finished up its first fiscal year (31.5.1893) showing a net
profit of SFr. 955 with a turnover of SFr. 223,740. It was transformed
into a co-operative in June 1893 by a revision of the statutes, and its
capital was increased by interest-bearing shares to the value of SFr.
200. Each member co-operative was expected to subscribe for between one to four shares, depending on the size of its own membership. Liability was restricted to this amount. Dividends of up to 5 per
cent were to be paid out on these shares depending on the sales
performance. Half of the remaining profits were to be allocated to the
reserves whilst the other half was paid out as dividends to the
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1.3.2.

ECONOMIC AND ORGANISATIONAL
DEVELOPMENT

The period extending from 1890 to 1920 has been described by
Boson (p. 179) as a phase of rapid but unplanned expansion for the
consumer co-operative movement. In the 1890’s the number of
member consumer co-operatives was reduced through 17 leaving
and only four new admissions. However, by the year 1898 the total
number of member co-operatives was again back at 89. That same
year the VSK had a staff of 11 full-time employees. The sales
turnover was also developing along positive lines.
Table 1:
1893:
1894:
1895:
1898:

386,000 francs turnover
572,000 francs turnover
1,135,000 francs turnover
2,617,000 francs turnover

In the year 1895 VSK became a member of the International Cooperative Alliance.
In 1896 guarantee certificates were offered for subscription on a
voluntary basis. The response was that 33 co-operatives subscribed
to guarantees totalling SFr. 173,000.
Meanwhile VSK realised that it would have to step up its activities in the public relations sector and accordingly a secretary was
appointed for PR matters as from 1896. The press service for internal
and external information was also expanded. As from 1897, Hans
Müller, historian the co-operative movement, brought out the
“Correspondenzblatt des Verbandes Schweizerischer Consumvereine” (VSK newspaper) which appeared every 14 days. From 1900
onwards the “Schweizerische Konsum-Verein” appeared every week
in two languages. For internal information purposes the purely
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commercial “Warenbericht” was brought out in two languages, and
from 1919 onwards this publication became known as the “Bulletin.”
Other co-operative publications included the “Genossenschaftliche
Volksblatt” (1902) which had an initial circulation of 38,000 copies,
“La Cooperation” (1904), and the Italian language “La
Cooperazione” (1906) followed. Finally the production of co-operative publications was taken over by VSK which opened an own
printing office in 1910.

Federal Council. (According to parliamentary resolutions of 1897
and 1901, post office officials for example were not allowed to become
directors of a co-operative or even members of its governing body).
This petition was successful as much as the ban was restricted to
consumer co-operatives selling to non-members. However, VOLG
withdrew from the union later, a move which de facto resulted in the
dissolution of the union, the formal dissolution being completed in
1923.

1.3.3.

REORGANISATION AND DEVELOPMENT OF VSK
(1898-1909)

The growth of VSK made a reorganisation necessary, and this was
documented in the statutes in 1898. The board, the supreme executive and leading organ, was extended to 15 members - of which 5
were to be put up by Basle and the remaining ten from other regions.
The Basel president of the union also headed the VSK directors’
board. The function of this latter organ was to conduct day-to-day
business and put into effect the resolutions passed by the delegates.
The right to send up delegates was also amended in favour of the
small and medium sized member co-operatives. A starting up of own
production was now permitted where needs required such a step.
New members would only be admitted to VSK provided that their
statutes bound them to open membership. Another innovation was
that in future the catchment area of existing co-operatives would be
considered when new openings were planned.
In the face of expected changes in the tax laws VSK and VOLG
entered into co-operation with one another with the founding of the
Swiss Co-operative Union (Schweizerische Genossenschaftsbund)
in Olten in the year 1899. Representatives from 161 co-operatives
attended this first meeting which was to be followed by two subsequent congresses in 1900 and 1901. The 1901 congress included in
its agenda the drawing up of a resolution protesting against the ban
preventing government servants from taking an active part in cooperative affairs, and a petition to this effect was submitted to the
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By the year 1900 roughly half - i.e. 122 - out of a total of 247
consumer co-operatives were VSK members. Together VSK members accounted for three quarters of the total consumer co-operative
turnover. That same year VSK held three delegates’ meetings which
dealt with the drawing up of new statutes amongst other business.
Members also pledged to remain neutral on political and religious
issues, a principle which was to be adopted into the statutes in 1909.
Compared to the much more heavily politicised consumer co-operatives in Germany and Austria, the Swiss movement was probably
indeed more “neutralistic” from the start - and has stayed so ever
since. Further new regulations were primarily aimed at enhancing
the VSK financial structure, the presentation of balance sheets and
operating accounts was reformed, and the membership fees increased for new member co-operatives. In the case of internal conflicts
VSK was to be given the authority to arbitrate. New regulations
introduced in 1913 regulated mergers between co-operatives and
required that the respective catchment areas of member co-operatives be respected.
The positive economic development of the union, which from 1894
also had its own marketing, enabled a generously scaled expansion
of real estate holdings with the extension and acquisition of sites in
Pratteln. In 1902 VSK purchased of a warehouse in Winterthur and
a villa in Basle - which was subsequently to serve as the administration office. This marked the end of a policy which had restricted sales
activities to groceries and now included textiles in the product range.
With the opening of laboratory facilities in the year 1905 with the
object of carrying out quality controls on foodstuffs VSK made a
great step forward in the grocery trade.
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In 1909 VSK founded the “Versicherungsanstalt Schweizerischer
Konsumvereine”, (VASK, Swiss consumer co-operatives’ insurance
company) which initially insured against invalidity only, from 1913
onwards provided also surviving dependents’ insurance and after
1919 a pension fund. However, only six member co-operatives joined
VASK and the number of members grew only at a slow rate until
1944 when the institute was reorganised.

as early as 1895 after it began selling shoes. After the year 1907 the
boycott was applied only to the union, i.e. VSK, and not to individual
co-operatives. After appealing unsuccessfully against this boycott to
the Swiss Shoemakers’ Industrial Association in 1911, VSK began
its own shoe production in 1913, having first prepared the way very
thoroughly. In 1925 this VSK department was raised to the status
of a co-operative within its own right, producing shoes bearing the
COOP trademark.

From 1907 to 1913 the number of member co-operatives increased
from 259 to 387, and the number of employees from 150 to 520. But
internal conflicts also became more frequent, and there were unwelcome public accusations made by former members of the controlling
body. By 1909 VSK had a total of 223 employees and was achieving
a turnover of SFr. 21,402,503 while members of the governing body
and the board of directors continued be engaged on a part-time basis.
As a result of a further reorganisation which became necessary,
the governing body was transformed into a 21-strong supervisory
board and the board of directors was changed into a committee of this
body with a further five members. In addition to these control organs
an administrative committee was installed comprising three to five
senior employees who continued to retain their other functions as
head or managing director of their respective departments, and who
were to be appointed by the supervisory board. The administrative
committee acted collectively as a board under the leadership of a
managing director who acted as its responsible spokesman in all
external dealings. This committee also had the authority to present
its own initiatives directly to the delegates assembly.
1.3.4.

INITIATION OF OWN PRODUCTION

VSK embarked on its own production relatively early on in
response to external pressure and threatened boycotts.As in the case
of e.g. Sweden actions taken by the competitors of the co-operatives
actually became the starting point for energetic initiatives on the
part of the latter. ACV Basle was boycotted by shoe manufacturers
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A similar development led to a VSK takeover of flour mills after
the Association of Swiss master bakers introduced a control book
contract and attempted to fix the price of bread under threat of
delivery boycotts. It was on the basis of this clause that LV Zurich
was boycotted in 1912 after having sold bread below the recommended price. VSK supported the Zurich co-operative and decided to go
ahead with the establishment of co-operative-owned mills in accordance with a resolution to this effect passed already in 1904. That
same year (1912) MSK (= Swiss consumer co-operatives’ mill cooperative) was founded and the biggest flour mill in Switzerland was
acquired at a price of SFr. 1.7 million. Further co-operative mills in
Rivaz and Lemon were added in 1917, and VSK itself acquired a
second mill in the year 1941.
Pressure exerted by the established producers also sparked off
what became known as the “chocolate war.” Following a new pricing
system arranged by the chocolate manufacturers’ cartel, the maximum distributor’s rebate was reduced from 12 to 8 per cent and
progression of the rebate rate terminated on sales beyond SFr.
500,000 in value. Clearly these new arrangements were of disadvantage only to very major distributors - i.e. the co-operatives in
particular. It should be pointed out that chocolate sales accounted
for as much as 10 per cent of the total turnover of the VSK cooperatives and thus amounted to SFr. 2 million annually. The
chocolate manufacturers also paid loyalty premiums to cartel-only
customers and threatened all those who bought from independent
manufacturers. This prompted VSK to take a hand in the proceedings by packaging products from independent manufacturers in its
own wrappers for sale under the brand names “Co-op” and “Ring-
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frei” (= non-cartel). The cartel hit back by trying to split the cooperatives boycotting the VSK only. However, only 11 of the 390
VSK co-operatives took advantage of this situation. In 1914 an
extraordinary delegates’ meeting decided to launch an anti-cartel
campaign but further negotiations during the First World War led
to nothing. It was not until the year 1916 that the cartel stopped
paying loyalty bonuses.

were under contract to supply. This trademark was a stylized tree
around which a bow bearing the inscription “VSK - viribus unitis USC - was tied. Other trademarks used by VSK included “Union”,
“Trustfrei”, and “Co-op”. Only the latter really caught on and was
registered in 1914. Later on a switch was made to the use of freely
chosen names plus the words “Ein Co-op Produkt.”

VSK adopted a different approach in the meat production branch
where expensive production facilities and qualified staff were essential. Rather than embark on an own production venture, VSK looked
round for a potent partner willing to co-operate - and finally found
such a partner in Bell AG. This company had more than 130 branch
shops, and in addition to selling meat products also marketed tinned
foods, fruit, and vegetables. As a follow-up to discussions held in
secret, VSK acquired a third of the Bell shares in 1913 and the
following year acquired a controlling majority after the purchase of
further shares.
There was a public scandal when news of this takeover became
known. VSK came under attack from the Master Butchers’ Association, competitive retailers, the farmers (who feared for their own
sales), the liberal press, and even from former VSK secretary Müller,
who was severely critical of VSK. Under the heading “Bellallianz or
Mesallianz” Müller published a defaming article. However, an
extraordinary delegates’ meeting specially called for the occasion at
the end of February 1914 gave a vote of confidence for the VSK
governing body and approved the takeover deal. In house resistance
to co-operation with Bell AG was encountered only in the ACV Basle
butchers department which refused to work with Bell.
Relatively early (in 1902) VSK set up its own coffee roaster in
Pratteln in a works complex which also included a maize and spice
mill and a packaging drum production plant. A plant for the production of sauerkraut and an edible oil refinery remained in operation
for only a few years.
VSK used only a single trademark - registered in 1909 - for the
marketing of own products and those of other manufacturers who
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In the face of price increases which followed the economic crises
of 1907 and 1910 the VSK launched a public campaign against the
uncontrolled rise in the cost of living. The supervisory board submitted a resolution in 1911 opposing protective duties and restrictions
on imports and a petition to this effect submitted to parliament was
partially successful. In localities having more than 10,000 inhabitants VSK also made a practice of drawing up monthly statistics on
grocery prices - which in combination with the quantities consumed
would give the so-called “VSK-Index” after statistic weighting. This
was in fact the first objective index by which the cost of living could
be gauged.
In 1913 VSK initiated the “Swiss League for Reducing the Cost of
Living” (Die Schweizerische Liga für die Verbilligung der Lebenshaltung) but this was disbanded in 1919.
1.3.5.

FOUNDING OF GZB

Already in 1908 a resolution was passed calling for the founding
of a co-operative bank to finance consumer co-operative activities.
However, this resolution was not realised, and, indeed, VSK opened
its own department for banking business in 1912.
In 1920, against the background of economic crises and price
collapses, rumours began to appear that the Swiss trade union
movement was planning to open its own bank. As they seemed to
have some substance, leaders from the co-operative movement
entered into negotiations with their opposite numbers from the
trade unions in the knowledge that a financial pooling by the two
social powers could significantly enhance the chances of the venture.
These contacts bore fruit, and in 1926 the opening of a joint-venture
institute under the name “Bank für Genossenschaften und
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Gewerkschaften” (= Bank for Co-operatives and Trade Unions) was
given the green light.

government had delegated to the cantonal administrations, was
causing problems and was working out to the disadvantage of the
consumer co-operatives. Most of the disputes in this context were
concerned with the distribution of monopoly goods which were
rationed on a quota system based on the pre-war offtake which no
longer bore any relation to reality.

The constituent meeting of the 157 members took place in
Fribourg in 1927. VSK put up SFr. 2 million of the SFr. 3,566,000
share capital and it was agreed that the bank should have its head
office in Basle. In the end it was decided that the institute should be
called “Genossenschaftliche Zentralbank” (GZB) since VSK was
majority shareholder (and also because this shorter name could be
more easily noted).
The founding of GZB was more than just a unique example of cooperative trade union movement co-operation; by virtue of this
exploitation of financing scope it also established a considerable
success factor for the Swiss co-operative movement. The VSK majority holding and the history of the bank’s name (compared e.g. to the
foundation history of “Arbeiterbank” in neighbouring Austria) make
it clear however, that the co-operative sector was able to engage in
this joint venture from a position of solid economic strength.
1.4.

THE CONSUMER CO-OPERATIVES DURING AND
AFTER WORLD WAR I

Tendencies on the part of the German-speaking Swiss to sympathise with the Central Powers whilst the French speakers tended to
favour the Entente led to tension within VSK and ultimately to the
appointment of a “Romand” as representative of the French-speaking consumer co-operatives in the administrative committee.
1.4.1.

A whole series of major changes were brought about by a revision of
the statutes in 1917:
-

Despite the catastrophic effect which the First World War had on
the structure of the international economy, it did not have “any
serious consequences as far as the development of VSK was concerned” (quoted according to Boson, p. 231). On the contrary, the war
years were for neutral Switzerland a period of business prosperity
with full employment, booked out production capacities, and rising
prices and profits. The operational expansion of VSK proceeded with
the acquisition of a factory in Basle which was placed at the disposal
of the manufacturing department. And a whole block of houses was
bought for the press organisation including the printing office.
Although the supply situation became critical, anticipated financial problems did not in fact arise - thanks to the strictly cash sales
principle. Food rationing, the organisation of which the federal

THE 1917 REVISION OF STATUTES

-

-

the building of housing was incorporated as a new declaration of
purpose in the VSK objectives
limited companies and special purpose co-operatives could again
be accepted as VSK members
the reserves of individual member co-operatives were to be
regarded as indivisible.
a new VSK organ, the “Zirkulationsbeschluss” was to be introduced
the supervisory board was now authorised to make recommendations without first consulting the delegates assembly
voting rights at delegates’ meetings would no longer be on the
basis of membership numbers but rather on the more pragmatic
principle of the member co-operative’s annual offtake in goods
from VSK
financial compensation for attending delegates’ meetings would
be payable to one representative from each member co-operative.
the district associations were now anchored in the statutes as
official organs of VSK

District associations were set up as far back as 1889, and initially
had the character of purchasing conferences. Their number fluctua406
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ted from 12 in the year 1889 to 20 in the year 1908, falling back to
10 in the year 1910. Following the appointment of VSK representatives to take charge of regional commercial interests in 1902 the only
tasks remaining for the district associations were general and
regional problems, and preparatory work for the delegates’ meetings.

Swiss Volksfürsorge insurance was constituted on the same basis as
the parallel institution in Germany upon which it was modelled.
Initially it was furnished with a guarantee capital of SFr. 250,000
which was unrecallable plus a founding fund amounting to SFr.
100,000. Yet it did not get off to such a positive start as had been
hoped because acquisition costs were not as modest as had been
expected (the acquisitioning was carried out by (honorary) trusted
co-operative agents). it was only after the institute had set up its own
acquisition department and other reorganisational measures had
been carried through that the situation improved. In 1942 the
institute was renamed “Co-op Leben” (= Co-op Life Assurance Cooperative).

The district associations performed important functions both in
the VSK internal decision making process as well as in the representation of special regional interests internally and externally. They
had the right to nominate candidates for the board of directors and
they organised preliminary negotiations on issues to be discussed at
the delegates’ meetings. They also performed services in the context
of training and public relations. However, their legal status was still
rather vague (cf. Boson, p. 235). They had the right to issue their own
news organs and regulations, as well as that of raising contributions
on their own account. According to the Swiss Code of Obligations,
therefore, they could be classed as clubs and legal persons. At the
same time, however, they were organs - but not members - of VSK.
They were administrative sub-groups but without any independent
functional office.
Setting up of a trust board
The necessity to exercise some financial control was realised at an
early date, and initially this role was taken on by auditors. As far
back as 1886 the statutes made it obligatory for member co-operatives to submit to such an audit and “to allow VSK directors to
investigate the manner in which they have been conducting their
business if VSK consider this necessary on the basis of observed
irregularities” (Boson, p. 236).
From 1917 onwards regular and systematic control was introduced and this became established in the statutes in the year 1935.
Founding of Swiss Volksfürsorge life insurance
The creation of such an institute had already been called for by the
delegates’ meetings of 1894 and 1900, and by the Swiss Trade Union
Federation in 1912. The founding resolution passed in 1914 could
not be put into effect until 1917 because of the war. Essentially the
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1.4.2.

THE “MILK WAR”

As a result of the war there were serious differences between the
town consumer co-operatives and the rural dairy farmers regarding
business policy. Since 1907 the latter had joined up with the
“Zentralverband Schweizerischer Milchproduzenten” (= Central
Association of Swiss Milk Producers). VSK along with major international groups such as Nestle joined forces in 1912 to form the
“Milchbörse” (= Milk Exchange”) as a countervailing power representing the interests of the Swiss milk consumers. Together these
two bodies negotiated the milk and cheese prices, it being agreed
that the domestic milk price should be fixed in accordance with the
price for export cheese. However, following a collapse of the price for
export cheese in 1913, the milk producers wanted that the milk price
should no longer be tied to that of cheese because this meant to
maintain the consumer price for milk at an artificially high level.
The consumers were massively opposed to this. A conflict broke out
between ACV Basel and “Nordwestschweizerischer Milchverband”
and finally deteriorated into a milk boycott of the co-operatives. On
this occasion the co-operatives were supported by the Nestlé group.
The latter had very close ties with a number of milk producers so that
the boycott by the regular suppliers was rendered ineffective.
The milk war ended with a compromise, and also with the
founding of MESK - a milk purchasing co-operative for the Swiss
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consumer co-operatives - as a permanent result of the co-operation
initiated under the auspices of the Milk Exchange. Apart from VSK,
19 member co-operatives representing 40 per cent of the total
membership also participated in the MESK venture, as did a
number of milk consumer co-operatives. The prime objective of
MESK was the representation of interests in dealings with third
parties. It did not trade in milk or milk products.
Despite this conflict, the need for co-operation between consumer
co-operatives and the agricultural industry had been made readily
apparent by the war. The initiative for this “truce” came from the
secretary of the farmers’ association, Laur, who contacted VSK
president, Jäggi, and proposed co-operation. Consequently VSK
changed its attitude and decided to establish its own test farms in
order that it be in a position to gain an objective insight into the costs
of agricultural production.
As a consequence of the agricultural crisis and the decay of prices
at the beginning of the 20’s, most of the VSK farms set up in eight
different cantons ran into serious trouble and had to be sold at a loss.
However, a vegetable growing co-operative - SGG - which was
established in 1918 with the object of reclaiming marshlands, was
successful. After having made a shaky start which gave rise to the
fear that the high investment costs were to be lost, SGG recovered
to become an important element in the country’s food supply
programme during the Second World War. After the war it became
a VSK model farm.
A further special purpose co-operative was founded by VSK in
1919 with the setting-up of a furniture co-operative involving 9
member co-operatives. Although this co-operative did not actually
have any manufacturing facilities of its own, it offered consumers
good quality furniture in all price classes on low interest hire
purchase terms and in conjunction with attractive savings plans.
This furniture co-operative trebled its initial share capital of SFr.
100,000 by the year 1948, and its original salesroom in Basle was
supplemented with further salesrooms in other towns.
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1.4.3.

STRIKES AND PERSONNEL PROBLEMS

Serious social unrest - which did not leave VSK unscathed - broke
out immediately after the First World War as a response to inflation
and the Russian revolution. Just after the armistice, a general strike
was called on 12th, 13th, and 14th November 1918 with VSK
workers and employees joining in “either voluntarily or otherwise”
(according to Boson, p. 244). In one incident a VSK grocery warehouse was seized. The management committee condemned the strike
and threatened to stop payments in the event of continued conflict.
Despite this , VSK workers came out in support of the linotype
compositors’ strike demanding a 42-hour working week in July
1919, and shortly afterwards the VSK works in Basle were affected
by the general strike in that town.
“Thanks to the efforts of the management committee, those
engaged in the movement of food supplies returned to work within
a short time, but the printing office remained closed until August
8th, and the shoe factory until August 11th. The management
committee punished the strikers with the same sanctions it had
imposed upon those taking part in the national strike. However, it
intended to resort to more severe measures in the event of any
further withdrawals of labour.” (cf. Boson, p. 245).
Wage adjustments and the number of working hours for VSK
employees posed further personnel problems. Although during the
First World WAR VSK had been cautious about making wage
adjustments to compensate for the rising cost of living, in 1919
salaries were increased quite considerably by quarterly payments of
extraordinary supplements. A new ruling was introduced in 1921
which resulted in average increases salaries to 100 per cent of the
pre-war rate. However, this increase had to be forfeited in 1923 in
view of the price slump brought about by the economic crisis, and
thus the generally upgraded purchasing power of wages was partially lost to VSK employees. From now on VSK employees were
required to pay one quarter of the contribution to their pension fund
(VASK) themselves. Also the working week - which in the year 1919
had been reduced to a maximum of 48 hours for all VSK works - had
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to be extended again for office workers in view of the post-war staff
shortages. In all of these examples VSK can be shown to have taken
a probably more management-oriented view than many other consumer co-operative movements - partially, however, under the
pressure of the post-war economic crisis which ended the inflationary boom of the war years.

But when even some of these big co-operatives found themselves
in trouble in the wake of the 1920 economic crisis the argument that
bigger units meant greater efficiency began to lose in plausibility.
Opponents of the radical merger policy within VSK, namely B. Jäggi
and K. Mundig, were now being listened to. They made a special
point of the social links in the co-operatives, and proposed new guidelines for the further development of the co-operative movement. In
future mergers were to be encouraged only in those cases where
economic necessity left no alternative. One merger which had
already been planned was in fact postponed as a result of this change
in VSK policy, and a brake was put on the co-operative concentration
process in general. Between 1921 and 1937 only three further
mergers took place.

1.4.4.

VSK POLICY ON MERGERS

Records show that occasional mergers were taking place between
co-operatives as far back as the year 1869. However, there was no
particular plan to encourage such mergers until 1906 when the
general concentration process and a stepping up of competition in
the retail trade in Switzerland demanded that a more effective use
be made of resources. Bigger operational units offered the attraction
of a more efficient distribution of costs, more favourable wholesale
purchasing terms, and a general improvement in stock management
and on the sales front. Furthermore, they allowed the hiring of better
qualified personnel and the development of production facilities.
But apart from these economic reasons for merging there was also
a “merger philosophy” , VSK. O. Schär in particular (who was highly
impressed with the regional co-operatives in Germany), adopted a
calculated policy to encourage mergers with the result that between
1906 and 1921 a total of 75 autonomous co-operatives disappeared
... in most cases having been swallowed by bigger neighbouring cooperatives. Typical products of this planned concentration process
include LV Zurich, KV Winterthur, ACV Basle, and Cooperatives
Reunies de la Chaux-de-Fonds.
From the legal point of view these mergers were quite complicated. The Swiss Code of Obligations (whether dating from 1881 or
from 1965) does not contain any specific provisions to regulate
mergers between co-operatives. Consequently a merger can only be
effected by liquidation and refounding. Accordingly, the cooperative(s) going into liquidation is/are integrated into the bigger
co-operative in each case. Not only the smaller co-operative’s members, but also its assets and liabilities must be taken over.

412

1.4.5.

DEVELOPMENT OF VSK FROM 1920 TO 1935

In 1920 VSK had a total of 493 member co-operatives who in turn
accounted for a total of 363,420 members and 1,824 sales points. The
turnover at that time amounted to SFr. 326 million; SFr. 14 million
was paid out in dividends. The three biggest member co-operatives
in those days were ACV Basle with (in 1918) 38,000 members, 1,232
shops, and a turnover of SFr. 38 million; LV Zurich with (1920) SFr.
21 million turnover, and Societe co-operative Suisse de consommation de Geneve with (1918) 23,000 members and a turnover of SFr.
11 million. (cf. Table 2)
The year 1920 marked a significant point in the development of
the consumer co-operatives as the wartime economic boom finally
came to an end and new credit restrictions began to exert a negative
influence on order placing. Immediately after the First World War,
Switzerland with its undamaged production facilities was able to
accept a flood of export orders for which the Swiss National Bank
was ready to provide credit. Europe as a whole was short of foodstuffs
and consumer goods, stocks had to be replenished, factories and
transport systems restored. Demands and prices initially rose
sharply.
The meanwhile enforced credit restrictions caused prices to
slump by 37 to 41 per cent within the space of a year. Retail prices
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Table 2:
NUMBER OF CO-OPERATIVES/FOUNDATION PERIOD/
PARENT DISTRICT ASSOCIATION (STATUS 1920)

that this same turnover figure was only being achieved with double
the volume of product turnover.
Table 4:
Year

District Association

I
Genf Waadt, Freiburg/Wallis
II Neuenburg Bern
IIIa Bern Freiburg, Seebezirk
IIIb Oberwallis
IV Basel Solothurn
V Aargau
VI Zürich, Schaffhausen
VI Appenzell, St.Gallen, Thurgau
IXa Glarus
IXb Graubünden
X Tessin Misox, Calacatal

Founded

Total in 1920

pre-1890

post 1890

4
6
1
21
7
3
21
21
18
2
60

56
28
69
21
32
47
26
34
1
20
60

60
34
70
39
50
47
55
19
22

slumped from 261.6 points to 156.1 points (VSK-Index on the basis
of 1st June 1914 = 100) between October 1920 and September 1922.
The trading companies suffered heavy losses as a result of this
development.
This trend is also reflected in the VSK turnover history (cf. Boson
p. 268 et seq.):
Table 3:
Year

Turnover in SFr. millions

1914
1920
1921
1922
1935

45,7
172
144
118
177

The quadrupling of the sales turnover between 1914 and 1920 is
largely accounted for by the extreme price increases during this
period. By contrast 1921/22 saw the turnover drop by as much as a
third. This was followed by a slow recovery with the 1920 level being
reached again in 1935. However, reference to the VSK-Index shows
414

1920
1935

Turnover in SFr. millions
172
177

VSK-Index points
247,3
111,1

The VSK operating results also reflected the crisis. Whilst a
modest annual profit was still achieved in the year 1920, the
following year VSK was showing a loss of SFr. 2.18 million and had
to fall back on the reserves. Further losses in the following years lead
to a drain of Sfr. 3,045.146 by the year 1927. Up until that time VSK
had been able to offset the effects of the crisis through rescue actions.
Amongst the economy measures introduced were an increase in
subscription charges for VSK publications, and the withdrawal of a
series of privileges hitherto enjoyed by VSK staff (quarterly premiums, free insurance) whilst the working week for salaried staff
was extended. The staff was drastically cut back from 841 to 491 over
the period 1920 to 1928 by a process of not replacing natural wastage
i.e. there were no dismissals. The 1920 manning level was not
reached again until the year 1946 (the turnover having been doubled
in the meantime).
The full effects of the 1929 stock exchange crash and the associated economic crisis were not felt in Switzerland until three years
later. Then, however, the relationship between the state and the
economy underwent a revision. The hitherto unrestricted validity of
the principle of free trade had to be relativised because whole
branches of industry - e.g. the hotel trade, the watch-makers, and the
retail trade - were in a crisis demanding that the government should
provide help. The government drew up a package of measures
designed to aid private banks, agriculture, and the unemployed. To
assist the export industries it came up with a programme of risk
guarantees, import quotas, and clearing agreements. However, VSK
was in a sound financial position following the success of its rescue
operations. The period 1930 - 1935 brought rising net profits at a
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time when sales figures were actually stagnating. From 1936 onwards the sales began to increase again, but then profitability began
to decline.

between VSK and its members with VSK being able to offer attractive prices and keep its own margins relatively low by virtue of this
concentration of orders. This meant that the member co-operatives
tied to VSK by these supply agreements had little incentive to
purchase elsewhere - particularly since this involved having to pay
additional commissions.

1.4.6.

REVISION OF STATUTES IN 1935

The revision of the statutes made in 1935 had been preceded by
long and careful preparation and had already been accepted as a
resolution by the delegates’ meeting at Lucerne in 1932. The main
amendments were those concerning political and religious neutrality, the obligation on the part of member co-operatives to purchase
supplies from VSK, and the mandatory audit.
VSK political neutrality had come under heavy fire from the left
wing press in 1933 when import duties on tea and coffee had been
increased, and on the occasion of the referendum on a crisis initiative
in 1935. One of the district associations took sides in defiance of this
declared neutrality and thus prompted a reprimand from the management committee:
“The conference of the District Association IIIa in Kirchberg,
Canton Berne, passed a resolution in favour of this referendum
initiative. In view of the fact that the district associations are not
independent entities, but rather sub-organisations of VSK, it is
necessary to remind the district associations that, like VSK itself,
they are required to abide by the statutes and resolutions of the
delegates’ meeting.” (Boson, p. 312 et seq.).
This policy of strict political neutrality was formally confirmed by
the revised statutes in 1935. In future VSK offered its opinions on
political matters very rarely, and then only after considerable
deliberation.

Between 1925 and 1934 a total of 33 member co-operatives
(accounting for 54 per cent of the VSK turnover) entered into such
agreements with VSK. By the year 1935 this number had increased
to 42. Thus the introduction of this obligation to purchase from VSK
simply formalised what meanwhile had become a business reality.
Only those goods which VSK itself could not supply were exempted
from this ruling.
An equally long history is associated with the mandatory audit which had already been accepted by the majority of member cooperatives in 1922 and was finally incorporated into the statutes in
1935. Other revisions to the statutes concerned the composition of
the VSK authorities and shifts in competences. Thus personnel
decisions were in future to be taken by the management committee,
and the supervisory board would in future be responsible for decisions concerning the purchase of real estate and participation in
other enterprises (hitherto the delegates’ meetings had decided on
such matters). Thus the “reign of the managers” was strengthening
inside VSK and the central association’s position with regard to the
member co-operatives was reinforced - a development quite typical
for the interwar trend in European consumer co-operation.
1.5.

THE VSK CO-OPERATIVES DURING THE
SECOND WORLD WAR

Obligation on the part of member co-operatives to
purchase supplies from VSK

1.5.1.

THE LAW PREVENTING NEW BRANCH SHOPS

Initially this obligation on the part of member co-operatives was
stipulated - although only in a vague formulation - as far back as
1898 and repeatedly reiterated in subsequent years. From 1925
onwards the matter was regulated by voluntary supply contracts

Generally speaking, the period 1938 to 1945 can be regarded as a
problematic chapter in the history of the consumer co-operatives
because during these years they were hampered in their development by a series of legislative measures which had been instituted
for political reasons, or because of the war.
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On 14th October 1933 parliament passed an urgent resolution by
which the opening of new and the enlarging of existing department
stores, single-price stores, and branch shops was to be forbidden by
law (initially for a provision period of 2 years). The object of this
legislation was to protect the small and medium-sized private
traders against the competition of big groups - which also included
the consumer co-operatives. Article 10 of this parliamentary resolution states:

succeeded in reaching a compromise solution which would permit cooperatives to open new branches in those cases where a parity
commission approved. The fact that this shifting of the decisiontaking competence was no ideal solution became apparent from the
appeal case of the Coldrerio co-operative, which had also found itself
subject to the extension ban although it had only two shops and three
employees. The relevant parliamentary ruling of 1936 in this case
was applied on the basis that those co-operatives which since 1936
were placed under obligation to purchase their stocks from VSK
were judged to be branch shops of VSK in the sense of the law.

“Where special circumstances justify such an action, parliament
may declare the regulations of this parliamentary resolution to be
applicable to branch shops belonging to major retail trading enterprises, including the sales stores of industrial enterprises. This
extension can also be effected to individual trading branches or
certain types of major enterprise” (cf. Boson, p. 291).
The validity of this ban was in fact extended to include branch
shops of major enterprises in the retail grocery trade on November
10th 1933, and later on to those in the shoe and textile trades also.
The VSK management committee was quick to react by submitting
a petition on 25th April 1933 in protest at this obstacle placed in the
way of co-operative trade. Together with other co-operative unions,
VSK attended a conference staged in Zurich in the January of 1934.
This was followed in October that same year with the submission of
a petition to protect the co-operative movement. This petition had
the support of 567, 136 signatures of which 488,510 had been
collected by VSK alone, but if failed to move the legislators. In the
further interests of inter-co-operative co-operation, the “Schweizerischer Ausschuss für zwischengenossenschaftliche Beziehungen”
(= Swiss Committee for interco-operative relationships) was founded in December 1934. In addition to VSK, the other members
included Konkordiaverband, VOLG, Zentralverband Schweizerischer Milchproduzenten, and Verband schweizerischer Eierverwertungsgenossenschaften. Particularly during the years in which the
law on new branch shops was in force this committee was very active.
Meanwhile this law was extended for a further two year period and
to include the retail trade.

The co-operatives reacted by staging protest meetings and publishing articles in the press protesting at this decision on which even
the parity commission itself was divided. Subsequently a co-operative parliamentary group was formed within the Federal Assembly.
In 1937 co-operatives with up to three shops were granted exemption from the law on branch shops, but the law itself was reextended
for a further period despite all opposition from the co-operative
camp.
In 1939, after agreement to this effect had been reached with the
Trades Association, the parity commission was replaced by a consultative commission.
From 1942 onwards exemption was also granted to co-operative
department stores.
But, whilst the position of the co-operatives with regard to this
question had become stabilised, demands sponsored by the middle
class lobby were continuously being submitted for consideration by
parliament on the pretext of their being in the interest of the
wartime economy. For example, it was in response to one such
demand that the opening, closing, and merging of works was made
subject to government approval (1941). It was not until 31st December 1945 that the years of conflicts between the Trades Association
and the co-operative unions finally came to an end with a repealing
of the law on branch shops.

Also in the meantime the co-operative unions began talks with the
Schweizerischer Gewerbeverband (= Swiss Trades Association) and
418
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1.5.2.

HANDICAPS THROUGH TAXATION

In addition to suffering under the law preventing new branch
shops, the co-operatives found themselves at a considerable disadvantage vis a vis their middle-class competitors following the imposition of the equalisation tax in 1939. This new tax was introduced
against a background of a critical economic and political situation
which had prompted parliament to seek a loan amounting to SFr.
415 million in order to finance measures necessary in the interests
of national defence and combating unemployment.
These funds were to be raised through an equalisation tax which
would be levied on the big retail trading groups. The original draft
law meant to exempt the mutual assistance organisations - much to
the chagrin of the Swiss Retail Traders’ Association. The draft
accepted in 1939 reduced the credit sum to SFr. 327.5 million and
determined that all retail traders whose annual turnover exceeded
SFr. 200,000 should be liable to pay equalisation tax. The rates at
which this tax was to be paid were differentiated depending on the
type of enterprise. In the case of mutual assistance co-operatives the
rate was set at between 2 0/00 and 7.5 0/00. Equalisation tax would
not be payable beyond a net profit of SFr.140 million.
The VSK attitude to this resolution was ambivalent, particularly
since the majority of its member co-operatives (whose annual turnovers were below the SFr. 200,000 limit) were not going to be liable
to pay equalisation tax. The delegates’ meeting in 1939 finally
decided to remain neutral on the question of equalisation tax, a
decision which many came to regret when they learned how the law
was to be interpreted. The value of tax-free deliveries was to be
included, and absolutely no allowance was to be made for social
contributions of any kind. This was not revised until 1940. The
equalisation tax continued to be levied until the year 1954.
Between 1940 and 1946 a wartime profits tax was also payable.
In 1940 a non-recurring defence levy was demanded, a property tax
which was in fact raised twice. Also in 1941 came purchase tax and
in 1942 luxury tax.
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The decision to tax dividends provoked violent protest with the
result that the formulation was watered down in 1941 to read as
follows:
“In those cases where the dividends paid by a co-operative in the
fiscal year are on average higher than those paid the year previous
the additional amount will be included in the taxable wartime
profits only in those cases where it was accrued as a result of the
dividend rate having been increased” (cf. Boson, p. 365)
However, taxation of dividends and rebates was reintroduced
with the equalisation tax set up in 1953.
On the other hand, the legislators were moved to exempt foodstuffs and other key goods from purchase tax. This ruling continued
to apply after the end of the Second World War during the period of
the provisional federal finance programme (in force until 1958) and
in the draft approved by ballot in 1958. In view of the fact that VSK
regarded the dividend as a cost element, it considered itself to have
been treated unfairly by the tax laws.
As a neutral country Switzerland was not immediately involved
in the Second World War. However, due to its geographical location
the national economy was strongly affected. Following the signing of
the Hitler-Stalin pact in August 1939, social and business life in
Switzerland was put on a war alert and this affected the cooperatives in many different ways.
A supreme commander was appointed over the Swiss army, raw
materials and basic foodstuffs were put on ration, and price controls
were enforced. Perhaps the most important contribution which the
consumer co-operatives were able to make to the war economy was
to be seen in the maintenance of stocks, distribution, and the pinning
down of prices. From early on VSK had played an active role in the
task of laying in supplies and reserves in the hinterland. It fought
against the inevitable price increases by launching various cut-price
actions, and by participating in the equivalent of the British “Dig for
Victory” campaigns. The supply difficulties finally came to an end in
1944 when Switzerland was able to enter into supply agreements
with Great Britain and the United States.
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1.6.

THE POST-WAR PERIOD

Contrary to all expectations, the post-war period in Switzerland
was not fraught with crises and high unemployment but rather
ushered in a phase of economic prosperity and full employment. The
intact Swiss economy was fully booked out with orders from both
home and abroad. Domestic demand was growing rapidly. Prices
and wages began to climb in the wake of a growing boom. Between
1945 and 1963 the per capita income increased by 4.5 per cent on
average (after allowance has been made for inflation). Meanwhile
the price index rose from 171 points in the year 1951 to 205 points
in the year 1963 (basis: 1939 = 100). This positive trend was
interrupted in 1949 when production was cut back and some
branches of industry were threatened with unemployment as a
result of a general slump in the economy and a running down of
stocks.The outbreak of the Korean War in 1950 ushered in a new
economic boom which - apart from a few minor set-backs - was to be
more permanent.
1.6.1.

TURNOVER DEVELOPMENT

The VSK sales turnover increased from SFr. 289 million in the
year 1945 to half a billion in 1961, and finally passed the billion mark
in 1961. In other words, the turnover was quadrupled during this
period - whilst the number of employees was doubled from 801 (in
1945) to 1,537 (in 1963). However, this trend with annual average
growth rates of 8 per cent was not a continuous one. It took some big
leaps (1964) and went through declines (1949) on the way in parallel
with the general economic climate.
A major reason for the increasing slowing down in the sales
turnover growth rate is seen in the changing living standards and
requirements of the consumers as a result of the meanwhile higher
income levels. By restructuring the shop network and the product
ranges it was hoped that better growth rates could be restored.
Although the VSK member co-operatives were (still) clinging to
their dominant market position at this stage in a market showing an
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average annual growth rate of 6.55 per cent, the Migros co-operative
group was beginning to emerge as a competitor who had to be taken
seriously.
1.6.2.

OWN PRODUCTION

Against a background of this positive general economic development, VSK also enjoyed an upswing in its own fortunes during the
period under consideration. VSK’s own production facilities were
extended following the acquisition of a soap factory in 1945, the real
estate holdings were enlarged, and so was the road fleet.
Essentially VSK regarded its own production facilities - which it
had developed at an early stage as a reaction to supply boycotts - as
much more than just “trial ventures” providing the means to keep a
check on price calculations. Indeed, VSK own production was intended to provide a service to the consumers who did not wish to be
manipulated by monopolies, and who would much rather be free to
choose between “Co-op” products and other brands. For this reason
it was considered necessary to intensify efforts to “educate the
consumers” (i.e. by advertising), particularly since , in contrast to
other branded goods, Co-op products were hampered by restricted
market scope (cf. comments by VSK director, O. Rüfenacht, in
“Genossenschaftliches Jahrbuch 1954).
An international study published in 1955 comparing own production facilities of various co-operative wholesale societies gives information regarding the status of co-operative own production in the
initial post-war period (cf. Handschin. H., “Untersuchung über den
Umfang und die Art der Eigenproduktion der konsumgenossenschaftlichen Grosseinkaufgesellschaften” in: ZfgG, Bd. 5 1955, pp.
145-154).
The author of that study, Handschin, bases his figures on a survey
which he himself conducted in 1954, and during the course of which
15 different co-operative wholesale societies were interviewed. Not
considered in Handschin’s study were those forms of co-operative
own production which were not directly operated by the co-operative
wholesale society itself (but rather by individual co-operatives or
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Table 5:
TOTAL VALUE OF OWN PRODUCTION BY
CO-OPERATIVE WHOLESALE SOCIETIES
Wholesale Society

Total Sales in SFr.

Sales value of own production
in SFr

Belgium, SGC
Denmark, FDB
Finland, SOK
“ OTK
France, SGCC
UK, CWS
“, SCWS
Iceland, SIS
Israel, HH
Holland, NV
Norway, NKL
Austria, GöC
Sweden, KF
Switzerland, VSK
W. Germany, GEG
Total

as % of total

as % of total sales

per t/o of population.
1
30

60,086,712
418,924,366
717,575,547
671.312.169
658,511,035
5,131,461,497
1,037,800,755
133,121,847
183,975,000
104,615,765
142,629,920
162,562,124
1,421,900,388
566,746,103
942,720,838

5,384,910
132,234,300
191,584,308
171,663,141
64,713,542
1,488,915,204
329,698,320
9,388,578
63,856,050
49,592,195
49,445,840
38,561,562
624,796,822
64,341,597
367,425,388

0.1
3.6
5.2
4.7
1.8
40.8
9.0
0.3
1.7
1.4
1.3
1.1
17.1
1.8
10.1

9.0
31.6
26.7
25.6
9.8
29.0
31.8
7.1
34.7
47.4
34.7
23.7
43.9
11.4
39.0

87
2
33
64
63
38
5
15
6
87
13
7

12,353,944,066

3,651,601,757

100.0

29,6

19

Source: Handschin p. 149

limited companies closely related to the co-operative wholesale
society). Accordingly, this study is not entirely representative in the
case of Switzerland since VSK founded some independent co-operatives for the sole purpose of carrying out own production. The table
5 summarises the results of the study:

differentiation of the production; however, VSK own production despite a relatively low turnover - shows a medium degree of
differentiation.

According to this table VSK own production (1954) must be seen
as being relatively modest by international comparison.
A branch-wise breakdown of co-operative own production revealed that it spread over 90 different industries, the absolute figures
being as shown in table 6.
Thus the extent of the turnovers achieved through own production can be seen to be in a certain relationship with the degree of
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Table 6:
BREAKDOWN OF CO-OPERATIVE OWN PRODUCTION
BY INDUSTRIES (IN UNITS OF SFR. 1000)
Industry groups

Value of own production
absolute

Food and luxury goods
Clothing
Articles for heating, cleaning, lighting
Furniture and household goods
Paper and printed items
Building materials
Machines, vehicles, instruments, and tools
Agricultural consumer goods

in %

590,882
428,685
166,167
157,130
120.827
70,067
68,489
49,355

71.0
11.7
4.5
4.3
3.3
1.9
1.9
1.4

3,651,602

100.0

Source: Handschin p. 151

1.6.3.

DEVELOPMENT OF THE SHOP NETWORK
1945-1963

The shop network showed marked expansion tendencies in its
development:
The number of shop units (including special purpose co-operatives) increased from 2,572 in the year 1945 to a total of 3,242 in 1963.
In the period 1933 - 1945, during which the law preventing the
opening of new branch shops was in force, only 162 new shops had
been opened. The next 18 years, however, brought an additional 670
shops. With the object of reducing the cost of these new openings to
a necessary minimum, VSK created a special department in 1946 to
force the pace of the standardisation of shop fittings and to advise
individual co-operatives on shop-openings.
In the year 1945 2,288 of all shop units were traditional type shops
with service; their number had increased to 2,782 by 1966.
Self-service shops did not appear in Switzerland until shortly
after the Second World War (1948) and initially caused some moral
concern:
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“It is to be asked whether in fact there is a demand for the
introduction of self-service. There is all the more reason for asking
this question in view of the frequently heard opinion that the new
system would bring everything other than progress. It is said that
self-service encourages materialism and drives out the human
element. Indeed, it has even been said that selling is made soulless
through self-service.” (Horlacher, E., “Der Selbstbedienungsladen
in schweizerischen Verhältnissen” in: genossenschaftliches Jahrbuch 1951, p. 46).
After having been hesitant about introducing self-service VSK
found this type of shop to be so successful that by 1962 it had opened
as many as 877 self-service shops. A year later there were 970.
From 1952/53 a trend developed in the sale of non-food articles
with the result that it became necessary to increase the self-service
floor sales space. The average self-service shop in 1952 had a sales
space of 97.6 m2. At the same time the non-food product range was
extended and the introduction of pre-packed goods was forced.
It was also during the 1945-1963 period that the number of
specialised food shops was increased from 112 to 145, the number of
specialised shops and department stores from 129 to 175, the
number of chemists from 22 to 30, and the number of cafes/restaurants from 14 to 23. There were also 8 travelling shops and 42 other
sales points in 1963.
1.6.4.

RESTRUCTURING IN THE LATE 1950’S AND 1960’S

From 1950 onwards the soundness of the hitherto practised policy
of quantitative expansion became increasingly more questionable particularly in view of growing competition. General social-economic trends such as urban development, motorisation of the general
public, and more time for leisure resulted in major changes in the
nature of consumer habits. The consumer co-operatives had to adapt
to these changes. Technical progress enabled the mechanisation and
automation of a number of processing stages in the production,
packaging, warehousing, and distribution sectors. The financing of
these technical innovations increased the demand for capital and
made the need for concentration all the more urgent.
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“In principle the idea of opening as many branch shops as possible
in the towns, new co-operatives in rural communities, and new or
additional shops in places of a certain importance was quite feasible
up until the year 1950. Meanwhile, under the pressure of competition this hitherto successful formula has had to be abandoned.
Coordination and concentration had to be given urgent priority - we
could no longer afford to dissipate valuable personnel and finance in
small shops.” (Boson, p. 449).

ving the autonomy of individual co-operatives. It is interesting to
note, how much more decentralized this regional warehousing
scheme was compared e.g. to the chain of KF regional warehouses
pushed at the same time by Albin Johansson in Sweden - and yet how
it effectively ensured centralised control. The main functions of
these regional depots were to be seen in the accomplishment of
purchasing, administration, and sales promotion on a concentrated
basis so as to enable the co-operative managers devote their full
attention to the sales front, shop decoration, product presentation,
staff management, and participation in VSK sales campaigns.

By the end of the 1950’s leading personalities in VSK were already
beginning to criticise the traditional policy of expansion and were
demanding the drawing up of long-term plans for the future development.
This development plan embraced a series of measures designed to
improve co-ordination, effectiveness, and rationalisation.
1.6.5.

CREATION OF REGIONAL WAREHOUSES

In the interests of better co-ordination and concentration which
had meanwhile become necessary, a suggestion first brought up in
1937 was taken up again - namely the establishment of regional
warehouse co-operatives. These would - according to a plan drawn
up in 1954 (cf. “Jahrbuch 1954”, published by VSK, p. 14) permit a
concentration of the storage, distribution, and production of stocks
on a regional basis. In addition to providing for a warehouse these
plans usually also extended to the establishment of a regional
bakery, a meat processing plant, a fresh product centre, and a
distribution centre for deep-frozen products as well as one for
heating and fuel oil.
These regional warehouse co-operatives were created as co-operatives of the second order in which both the regional consumer cooperatives and VSK each took a 50 per cent holding. Each of these
put up 34 per cent of the building costs and the remaining 66 per cent
was covered by GZB mortgages.
The most important of the regional depot objectives was that of
achieving economic co-ordination whilst at the same time preser-
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Purchasing on a regional basis was expected to force better terms
whilst the use of modern technical aids and a common propaganda
policy would increase effectiveness. The reduction in transport costs
benefited VSK as well as the member co-operatives. Of the 32
projected regional depots, 18 were actually in operation in 1965 and
24 had been founded (cf. Krummenacker, K, “Das Regionlagerhaus
als Mittel eines rationellen Warenschubes” in Genossenschaftliches
Jahrbuch 1957, published by VSK).
By 1962 23 of the planned regional warehouse co-operatives were
in operation and 5 under construction. These served a total of 468
consumer co-operatives accounting for 2,219 shops, 10,699 employees, and 416,206 members. They achieved a turnover worth SFr. 797
million.
1.6.5.1. CENTRAL DEPOTS AT WANGEN AND PRATTELN
Apart from the regional warehouses, it was decided that two
central depots, a non-food centre at Wangen and a foodstuffs centre
at Pratteln, should be established in the interests of rationalising
distribution (cf. NZZ dated 23.12.1965).
The building at Wangen was newly constructed in 1962 and
provided 250,000 cubic metres of storage space for textiles, shoes,
and household goods. This centre achieved retail sales amounting to
SFr. 350 million in 1964.A shoe factory and a hotel complete with
restaurant were also in operation at Wangen; an automated packaging plant and one of the first EDP systems were brought on stream
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there. The central depot at Wangen even has its own goods station
- which in 1964 had a throughput of 9,845 railway waggons.

An important step towards achieving better co-ordination between VSK and the member co-operatives was taken with the
establishment of a central co-ordination office - which took over the
duties of all those VSK departments which so far had been engaged
in sales promotion. The main task of this new office was the
intensification of different types of campaigns, the standardisation
of prices, and the co-ordination of propaganda.

The foodstuffs central depot at Pratteln was commissioned in
phases. By 1965 a new coffee roasting plant along with new edible
oil and sugar packaging plants were opened.
Much of the central depot was devoted to the storage of deepfrozen products waiting for delivery to the individual co-operatives
in specially cooled road trucks. VSK was the first major distributing
organisation in Europe to introduce the use of liquid air as coolant
in its refrigerated trucks.
1.6.6.

STREAMLINING AND CO-ORDINATON OF SALES
(1963)

Another priority in the package of rationalisation measures was
the further streamlining of the sales network in 1963.
“It is unavoidable that the reorganisation of our sales front should
be completed as soon as possible, and this with a major reduction in
the number of our shops. It is unavoidable that the targets set in our
development plan be achieved as quickly as possible, namely the
creation of at least 70 supermarkets having about 1000m2 floor
space, the creation of 175 “superettes” with a sales space of at least
500 m2. On the basis of these supermarkets and superettes it should
be possible to reduce the number of our shops by at least 1000.” (A.
Vuilleumier, director, in an address to a district association meeting
in 1963. cf. Boson, p. 461.
As the self-service shops established themselves on a broader
base between 1960 and 1964, 500 small traditional type shops were
closed down - even though the principle of a widespread supply
network had not been abandoned.
“In contrast to others in the retail trade, we supply provisions also
to regions where there is little or no profit to be made - for example
in the mountain villages of Grisons, Valais, Central Switzerland,
and Tessin. This is one of the characteristic features of the cooperative movement.” (E. Herzog, president of the VSK board in an
address to a delegates assembly in 1964. cf. Boson, p. 546).
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Distribution and administration were also earmarked for rationalisation. Packaging was to be standardised and the product range
was to be both extended and standardised. The consumer co-operatives were one of the first organisation to introduce palletising. In
the 1960’s EDP was introduced to rationalise the administration.
The extension of the product range was considered important:
“Since all human habits are subject to change, and modern man
has more leisure time than ever before, we must also adapt to these
changes. In other words: We can no longer afford to restrict our
activities to the providing of groceries, fuel, crockery, and textiles.
Instead we must take into account everything which makes the
housewives’ life easier, and which enables the husband to fill in his
free time (from a modern feminist point of view this sounds a bit
strange - author’s note).
Twenty years ago it was appreciated when a shop stuck to its own
special line of goods ... today the pressure of circumstances has
become such that grocers shops also carry a whole series of other
articles also. Whether this is a good thing or not is open to discussion.
What is important is that we keep pace with developments.”
Traditional financing methods were no longer adequate to meet
the needs of the new structure and the associated investment
requirement. So far GZB had been able to meet the growing appetite
for finance, in some cases mortgage loans were taken with other
banks too. VASK, Coop-Leben, and members’ savings deposits were
also regular sources of finance. In view of the need for new sources
of finance it was decided to raise SFr. 25 million by issuing bonds on
which interest was payable at the rate of 4.75 per cent. A total of
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25,000 bonds were issued at a unit price of SFr. 1000. This venture
proved to be so successful that both VSK and individual co-operatives financed their development and rationalisation programmes
through such loans in future.

slowing down of the economy by being more price-conscious (NZZ
dated 18.6.1962). In 1963 the president of the board, Küng, warned
of the dangers of excessive interference by the state. There were
many indications of the traditional liberal economic doctrine being
diluted down - he said - and continued state intervention would
undermine both the private sphere of the individual and the
economy as a whole.

1.6.7.

ORGANISATIONAL DEVELOPMENT OF VSK
1945-1963 (cf. Boson, p. 535 et seq.)

The organisational development of VSK between 1945 and 1963
was characterised by a reduction in the number of member cooperatives parallelled by an increase in the number of members. But
for very few exceptions, the reduction in the number of individual cooperatives was brought about by mergers; a number of co-operatives
co-operated in administration matters. administration communities as an early form of the concentration development also came into
existence.
In 1945 there were 539 member co-operatives in VSK and this
number continued to increase initially. By 1950 there were 555
member co-operatives but in 1963 this number had fallen to 501. The
number of members accounted for by VSK co-operatives increased
from 481,162 in the year 1950 to 795,598 in the year 1963. At this
stage the total turnover amounted to SFr. 1.664 billion - of which
two-thirds was accounted for by the 20 biggest consumer co-operatives. The total number of employees rose from 10,586 in 1945 to
21,794 in 1963. (cf. table 7)
1.6.8.

DRAWBACKS OF THE GENERAL POLITICAL
CLIMATE

The main economic problems of the 1960’s were those of inflation
and an overheated economy, both of which provoked the introduction of government countermeasures on an increasing scale. The
VSK top management tended to be critical of this interference in the
economy, and repeatedly spoke out in favour of economic freedom.
On the occasion of the delegates‘ assembly in 1962 the opinion was
offered that it is up to the consumers themselves to contribute to a
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Table 7: NUMBER OF VSK CO-OPERATIVES 1945-1963
District
Status per 31st December
Association
1945 1950 1955 1956 1957 1958 1959 1960 1961 1962
I
II
IIIa
IIIb
IV
V
VI
VII
VIII
IXa
IXb
X

85
31
75
25
38
59
17
42
39
30
28
70
539

93
32
77
29
38
58
17
44
39
31
27
74
555

91
32
76
31
38
57
17
38
39
31
28
74
552

91
31
76
32
57
17
35
39
31
28
75
550

91
31
77
32
38
57
17
34
39
31
27
74
548

92
31
77
32
38
57
16
34
39
31
27
74
548

89
30
76
32
38
57
16
34
39
31
27
73
542

94
30
75
33
38
54
14
33
36
28
27
72
534

87
30
73
33
38
54
14
30
30
28
26
72
515

87
28
71
33
38
53
14
29
29
28
25
72
507

1963
87
27
79
33
38
53
14
28
27
28
25
72
501

E. Herzog, president of the VSK board, was equally critical when
he addressed the delegates assembly in 1965 when he spoke of the
“injustices which VSK has always opposed, and the quota system
which is greatly hampering the two co-operative-owned mills.” (cf.
NZZ dated 21.6.1965)
1.6.9.

DRAFT LAW ON CARTELS

Just as had been the case in the 1940’s, the structure of the Swiss
retail trade and the question of concentration became a hotly
discussed subject in public debate.
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On the occasion of the delegates‘ assembly of 1962 E. Herzog
(president of the VSK board) adopted a more neutral attitude to the
draft federal law on cartels “particularly since VSK itself will
scarcely be affected by a cartel law.” (NZZ dated 18.6.1962).
1.6.10. REVISION OF STATUTES 1964

him in loose order - although he is completely organised and
concentrated to a high degree and thus presents a uniform army
under a supreme command. We must regroup our co-operatives and
give them a sales front that is worthy of the name. They must be
prepared to obey a uniform management - which is freely elected but
which is endowed with full powers of attorney.

The revision of statutes in 1964 was effected in the light of the
economic restructuring which called for more co-ordination and
concentration in an organisational context also. An open contradiction arose between traditional co-operative principles such as democracy and autonomy on one hand and the requirements posed by
the need to be economically effective on the other. It provoked
arguments and conflicts which were to carry on for years to come.

Dating back to the 19th century as it does, our highly democratic
structure is decidedly characterised by federalism and mutualism,
following the example of our country‘s political principles. It nevertheless faces an inherent danger of becoming fragmented, divided,
and finally ineffective. Like all democracies in this world, we lose far
too much time discussing and convincing - only to be left with too
little time to act. Accordingly, the object of this statute revision must
be to remedy these structural problems.” (cf. Boson, p. 516).

Already in 1962 it had been said that the autonomy of the VSK
member co-operatives would have to be restricted to a certain degree
in order to allow the organisation to stand up to more tightly
disciplined competitors such as Migros. In 1953 the VSK management formulated the following principles of inter-co-operative concentration:
“1. The commercial merging of smaller co-operatives, possibly with
a big co-operative.
2. The independence of the co-operatives should be upheld in all
spheres. In those cases where one co-operative grows into
another, either a management contract will be drawn up or a
merger effected.
3. Increased co-operation in the district associations (cf. Boson, p.
513)
These principles were at least partly upheld by the setting up of
the regional warehouses and the central co-ordination office. But the
organisational concentration proceeded at only a slow pace. Consequently Mr. A. Vuilleumier described the situation prevailing in
1960 as follows: “We are an army of partisans made up of 550
battalions each of which is of a different size and is armed with
different weapons. Each is of a different strength, and without a
central command we hope to attack an enemy by advancing upon
434

It was proposed that the VSK managers be granted wider powers
of authority and that a committee of experts be appointed as a
consultative organ.
In future only the biggest VSK member co-operatives and the
regional warehouse co-operatives should be members of VSK. The
smaller and medium-sized co-operatives should affiliate with the
regional warehouse co-operatives. Further, the district associations
should be absorbed into the regional centres. By means of this
reorganisation it would also be possible to solve a further problem:
the unbearable expansion of the delegates assembly.
There was lively opposition to these proposals submitted by VSK
management and a strong inner-co-operative opposition group was
formed. Particular objection was made to the upgrading of the
regional warehouses .
A dissolution of the district associations was unthinkable - some
said - since they constituted a key station in the internal-co-operative decision taking process (between individual co-operatives and
the delegates assembly). At the most one was prepared to consider
a reduction in the number of district associations to five or six. In the
face of the criticism and fears of his opponents the president of the
VSK board, E. Herzog, spoke of the means and time-saving reform
which would assure the efficiency of the movement.
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In the end the VSK management got what it wanted. Both the
extension of the VSK management competence to take decisions and
the appointment of a management committee were approved by the
extraordinary delegates assembly called on 28th November 1964;
(cf. Hasselmann, E., “Einheit und Autonomie” in “Der Verbraucher
No. 4/1965, pp. 63-65).

to decide. In future an individual co-operative will not be allowed to
decide for itself in favour of backwardness. And with what right does
one see fit to interfere in this autonomy ? The only possible answer
to this question is as follows: With that of the awareness of the unity
and common fate of the entire movement, with the recognition that
such a - here only hypothetical - decision in favour of backwardness
would affect not only the co-operative in question but also the entire
movement - and thus is a matter for the entire movement as such to
decide upon. For this reason the movement as an entirety must have
at least the possibility - indeed the right - to assure its say. The less
it has to exercise this right, the better - both for the individual cooperative and for the movement. In the ideal case the feeling of unity
would be so strong throughout all links in the movement that any
tension between unity and autonomy would be virtually dispelled.”
(Hasselmann, in loc. cit. - these admiring words of one of the leading
German experts in the field may of course be also read as a hint to
the German consumer co-operatives to take similar action as the
Swiss - which they have proved unable to do).

In Article 52 the management was empowered to adopt “special
measures” allowing it to exert an influence on questions of price and
personnel policy, even as far as recommending mergers.:
“In addition to matters purely concerned with the management of
the business, the VSK management has the task of adopting all
measures suitable to improve the efficiency of the union and its
members. For example this would include the execution of national
sales campaigns, the standardisation of product ranges, dividends,
rebate stamps, and the fixing of retail prices in special cases. Should
a member show himself to be not up to his job, and fail to comply with
VSK management suggestions,designed to remedy the situation such recommendations may extend to the opening or closing of
branch shops, department stores, supermarkets, and specialised
shops, changes in local management, administration communities,
and mergers, then in accordance with Article 15 that member may
be expelled. In such case it would be up to the VSK management to
appoint a replacement from within the union...” (cf. Hasselmann loc.
cit.).
Articles 47 and 48 of the new statutes refer to the appointment of
a 40-strong management committee comprising regional ware
house managers, managers from the big co-operatives, and members of the VSK board. This committee will advise the VSK board on
problems of the type indicated in Article 52.
“The Swiss consumer co-operative movement has come to the
conclusion that it can no longer afford to indulge in the parochial
policies of individual member co-operatives. In other words, the fact
that a consumer co-operative is autonomous or has a different cooperative structure does not entail the right for such a co-operative
to regard its problems as “internal” matters over which it alone has
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1.6.11. THE CONSUMER CO-OPERATIVES 1965
The positive economic climate - with the GNP, consumption,
exports, and prices all rising - continued all though the 1960’s. With
the inflation rate reaching 5.3 per cent in 1965 there were lively
parliamentary debates in Bern regarding measures to be adopted to
keep down the cost of living. Amongst the possibilities considered
were the abolition of retail price maintenance and a reduction in
import duties ... also the encouraging of competition by tightening up
the laws on cartels. Such measures were popular with both the
consumers and the consumer co-operatives (Erwin Hasselmann;
Der Schweizer Konsum 1965 in: Der Verbraucher No. 17/1966, p.
322). Meanwhile VSK co-operatives contributed to the efforts aimed
at reducing the cost of living by means of an active price policy. This
was appreciated by the members and reflected in the higher turnover figures.
A precondition was progressive rationalisation of the sales apparatus, stock management, and own production, also a still greater
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integration of the different consumer co-operative levels. The organisational concentration was also progressing, this having brought
about a reduction in the number of member co-operatives between
1960 and 1965; in the year 1965 a record number of mergers - 21 - was
achieved.

The growing importance of the self-service shop becomes apparent from these statistics. In the case of Switzerland the self-service
shops achieved a 52.8 per cent percentage share, but 78.4 per cent of
the grocery sales are included in this figure.

The total turnover achieved by the consumer co-operatives was
given as SFr. 2.0571 billion for 1965. The turnover growth rate was
given as 1964 11.7 per cent, 1965 10.2 per cent and was thus above
the average growth rates for the Swiss retail trade. The VSK
turnover for 1965 was up by 8 per cent and totalled SFr. 1.26545
billion.
The profitability was also looking very good - and this despite
rising costs for personnel and advertising. The net profit increased
from SFr. 1,615,000 to SFr. 2,007.000 - from which VSK members
received SFr. 565,000 in interest on their share capital, the rate
being four per cent. The reserves climbed to SFr. 27.1 million
following the allocation of one million francs. A further SFr. 500,000
was allocated to a newly created reserve fund. Financial strength
was also drawn from the issue of bonds in 1964 - which was
overscribed many times over.
1.6.12. THE SALES FRONT 1965
A study published in 1965 comparing West German, Austrian,
and Swiss consumer co-operatives gives an overview of the sales
front of the Swiss consumer co-operatives in the mid 1960’s (cf. VSK
own publication “Betriebsvergleich der Konsum-Lebensmittelläden, Bundesrepublik Deutschland-Österreich-Schweiz 1965).
This study takes in 865 Swiss consumer co-operatives with a total
turnover of DM 621.4 million. These sales are broken down by
foodstuffs and luxury goods on one side and non-food on the other.
For the years 1964 and 1965 this showed a ratio of 71.5 per cent food
: 28.4 per cent non-food - with such consumer goods as household
requisites, textiles, and shoes accounting for the greater part of the
non-food sales at 20.5 per cent.
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Table 8:
Year

1958
1959
1960
1961
1962
1963
1964
1965

Self-service shops as % of all
grocery shops

Self-service turnover as % of total
turnover of all grocery shops

West
Germany

Austria

Switzerland

West
Germany

Austria

Switzerland

10.2
16.9
27.4
38.0
48.0
58.1
61.2
73.2

3.2
5.4
8.6
12.3
15.4
18.4
20.0
25.8

25.8
29.1
33.5
34.7
39.6
46.2
48.1
52.6

27.0
34.6
38.9
52.0
63.0
72.3
78.0
84.4

4.9
8.3
10.0
15.5
20.3
25.0
30.2
38.5

41.5
48.4
51.9
59.4
66.1
70.9
76.2
78.4

Source: VSK, “Betriebsvergleich der Konsum-Lebensmittelläden, Bundesrepublik
Deutschland-Österreich-Schweiz

The density of the self-service shop network in 1964/65 varied
considerably with an average figure of 52.6 per cent.; much the same
applies to the self-service sales turnovers. Averaging over DM one
million the self-service shops were yielding considerably better
turnovers than those shops with service which averaged DM
307,900 in sales turnover.
With regard to the average sales spaces, all three countries
achieved noticeable increases. The average sales space for a shop
with service in Switzerland was 55 m2, the self-service shops had an
average sales space of 185 m2 (this compares with 72 m2 in Austria
and 127 m2 in West Germany). In all the space-wise main share of
the Swiss self-service shops went to the group with 150 m2 units
which claimed 34 per cent. They were followed by the 250 m2 shops
which accounted for 28 per cent, and then the small, 100 m2 shops
which accounted for 20 per cent of all self-service shops. Here again
Switzerland showed particularly wide fluctuations between indivi-
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dual co-operatives. The average turnover per self-service shop in
Switzerland rose by 10.9 per cent between 1964 and 1965. The
following table gives information on the average sales turnover per
square metre of sales area:

apparent on the basis of personnel costs. Although wages were rising
continuously, personnel costs in 1964 amounted to only 7.09 per cent
of turnover and even fell to 6.92 per cent in 1965. This may serve as
an indication that pressures from outside forces (such as to be a
“model employer” in a trade union sense) were possibly less marked
in the Swiss co-operative movement than with its two neighbours.
“Whilst the Austrian co-operatives in particular - but the West
Germans too - had to digest increasing personnel costs, their counterparts in Switzerland were in the fortunate position of being able
to show that their personnel costs have been following a regressive
trend for some years. (VSK: Betgriebsvergleich, p. 26, op. cit.).

Table 9:
2

Sales method

self-service

counter service

all shops

Country

Monthly turnover
per m2

Efficiency improvement over 1964

1964
DM

1965
DM

DM

%

Germany
Austria
Switzerland

485.OO
427.00
478.00

548.00
448.00
500.00

+ 21.00
+ 22.00

+ 4.9
+ 4.6

Germany
Austria
Switzerland

556.00
532.00
441.00

528.00
517.00
470.00

- 15.00
+ 29.00

- 2.8
+ 6.6

Germany
Austria
Switzerland

499.00
495.00
468.00

475.00
488.00
493.00

- 7.00
+ 25.00

- 1.4
+ 5.3

Source:VSK, “Betriebsvergleich der Konsum-Lebensmittelläden, Bundesrepublik
Deutschland-Österreich-Schweiz

Accordingly, with a turnover growth rate of +29 per cent, the
shops with service in Switzerland - with an average sales productivity of DM 493 per square metre - are ahead of their counterparts in
the countries compared.
The sales productivity of the staff showed an increase of 8.5 per
cent for both types between 1964 and 1965, this figure being based
on a 9 per cent turnover increase per salesman in the self serviceshops and a 2 per cent increase in the shops with service. In other
words, the in the self-service shops the staff achieved a 42.7 per cent
lead.
The total shop costs (ignoring depreciation) amounted to 10.5 per
cent in 1965 and thus were 1.22 per cent lower than those in West
Germany and 1.71 per cent lower than those in Austria. The cost
advantage enjoyed by the Swiss consumer co-operatives (when
compared with West Germany and Austria) becomes even more
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Relative to shops with service and self-service shops and personnel costs, the self-service shops in Switzerland show a cost lead of
1.82 per cent.
Although personnel costs were down, expenditures on local rents
were up by between 0.02 and 0.03 per cent to reach 6,85 per cent (for
both types of shop) and were thus noticeably higher than in Austria
but comparable with those in West Germany.
Stock values on a per square metre of sales space basis in 1965
amounted to DM 380 in the case of self-service, and DM 520 in that
of shops with service; the average time on stock in self-service shops
was 23 days (in 1964: 29) and in shops with service it was 33 days
(1964: 42).
1.6.13. STRUCTURAL PROBLEMS IN THE 1960’S
-

Fusions

Following the extension of their decision-taking competence on
the basis of the 1964 statutes revision the VSK management pushed
ahead with the necessary streamlining of the organisation by following a policy of systematic mergers. They succeeded in reducing the
number of co-operatives from 567 in 1965 to 565 by 1967 -still a very
high figure for a small country like Switzerland.
In these cases the smaller co-operatives were swallowed up by
bigger ones but were allowed to retain their democratic co-determi441
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nation rights and local self-management. “In practice,” an observer
comments (Sirico, L.J. Jnr., in “Springtime for Migros: Consumer
Co-operatives in Switzerland,” p. 98) “the regional co-op has the
decision-making power.”

rock-bottom prices, which for some products were as much as 40 per
cent below the established retail market value. Such a price policy
was made possible by a radical cost reduction - with both product
selection and customer service being cut back severely.

There were in fact one or two co-operatives who did put up a fight
against forced mergers and consequently were expelled by VSK. In
most cases, however, the more subtle method of exerting influence
through GZB, from whom the co-operatives had become financially
dependent through credit guarantees, was sufficient to convince the
co-operatives concerned of the appropriateness of the measures.

VSK opened its own discount shop in Biel in 1967. This operated
with limited sales space (140 m2), a restricted product range (300
articles), and a reduced customer service (limited opening hours,
reduced staff, a minimum of packaging) and by selling at net prices
- no dividend was paid. Thus it was able to cut running costs
considerably. Whereas the shop costs for normal type sales units are
in the region of 11 - 16 per cent, in the case of discount shops this
figure could be reduced to 8.5 per cent. The fact that VSK started to
experiment with discount shops rather early is, by the way, another
indication of a relatively lower level of trade union interference
compared e.g. to neighbouring Austria, where similar experiments
were blocked for approximately 15 years.

-

Concentration of shops

Developments followed a similar pattern regarding the shop
concentration programme. In this case also the initial approach had
been a radical closing down policy which was subsequently watered
down and pursued at a more moderate tempo. Particularly in
exposed localities where the local inhabitants would be severely
inconvenienced if their only shop were to be closed it was decided to
allow even less effective branch shops to remain operative. Consideration was also shown for staff inasmuch that some shops were
allowed to remain operative until the staff concerned reached
pensionable age. By this means difficult unemployment problems
were avoided.
-

Modernisation of the sales network

Although the self-service shops were meanwhile becoming firmly
established there were still a great number of personnel-intensive
(and thus costly in operation) shops with service. In 1967 at a time
when 110 supermarkets were realising 19 per cent of the total retail
turnover and 1,135 self-service shops were contributing a further 47
per cent (together 66 per cent of the total retail turnover), a total of
169 department stores and specialised shops plus 1,272 traditional
type shops with service and 232 other sales units were together
accounting for a mere 34 per cent of the total sales turnover. The
most important innovation in the sales front sector was the introduction of discount shops in 1967 by a privately-owned chain store
operation, Denner AG. The discount shop attracted customers with
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-

Financing

In order to achieve the realisation of organisational and building
constructional measures, H. Küng (president of the board) called for
problem-free and long term financing when addressing the 1965
delegates assembly. He added that in particular the saving capacity
within the co-operative itself should be exploited.
-

Product range planning

The federalistic structure of the VSK co-operatives was also
having a retarding effect on efforts to standardise and rationalise
the product range. Apart from this there was the old conflict between
branded goods, which until 1967 were protected by retail price
maintenance regulations, and own products. Key sales campaigns
were to be launched in 1967 to favour the latter. An attempt had been
made to solve this problem by establishing two price levels so that
the consumer could choose between a branded product and a qualitatively equivalent, but much lower priced co-op product. A significant innovation in the product sector during this period was the
introduction of the co-op own brand of deep frozen products under
the name of “Gold Star”. This type of food was particularly favoured
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in Switzerland. (In 1968 Switzerland had the second highest per
capita consumption rate in the world for frozen foods).
-

Personnel and management problems

At a time when the job of management was becoming increasingly
more complex in operational units which were themselves becoming
increasingly bigger in size, the need for uniformity and co-ordination
was becoming more and more necessary in the face of increasing
pressure from competitors. As a consequence of this situation, the
influence exerted by the central co-operative became more marked
and the decision-making scope left to local management more
restricted. (cf. Meyer-Orphanou, P., “Die schweizerischen Konsumgensossenschaften” p. 191 et seq.).
This gave rise to a conflict between necessary professionalism and
democratic claims:
“The traditional ideas about “co-operative democracy” have led to
a situation where representatives from all walks of life, namely from
the ranks of employees, are sitting in the management boards of
local and regional co-operatives. Unfortunately, however, these
board members very often lack the specialised background which is
so essential for the taking of founded and rational decisions. The
question arises, therefore, as to whether in future efforts should be
made to achieve a qualitative improvement at board level.” (MeyerOrphanou, in loc. cit.).
The structural changes which had taken place in the consumer
co-operatives resulted amongst other things in higher qualifications
being expected of both staff and management. Higher priority was
given to the training of middle management at the co-operative
educational institutions i.e. co-operative seminars. A “new type of
Coop manager” was needed to replace the “administrator” of the
past: “We are now faced with the job of creating a new type of Coop
manager who is no different from a manager in other enterprises.”
(Blümle, E-B., Das genossenschaftliche Seminar im Dienste der
Mitarbeiterförderung, in: Coop-Fachblatt für Unternehmungsführung, No. 1/1986).
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1.6.14. PROGRAMMATIC STATEMENTS AND AIMS IN
THE LATE 1960’S
E. Herzog, president of the VSK management board, when speaking to the delegates’ assembly in 1965, said that future tasks
included continuation of the already started modernisation process,
concentration of the sales network, increasing the number of COOPCentres, development of the frozen food chain, and the restyling of
the product ranges (NZZ dated 19.6.1965).
In 1966 the president of the board of directors, H. Althaus, also
called for a further streamlining of the organisation. In these days
of structural change every pause was tantamount to a step backwards - he said. Present times leave VSK with no choice but to review
the aptness of the old traditional organisational forms once again.
Above all one should find the courage to close down small shops in
the town and in the country. Every unprofitable shop which is closed
down would be a gain:
“Our present organisation has clearly become too cost-intensive
and requires beefing up financially through administrative cooperation and mergers.” (cf. NZZ dated 20.6.1966)
A year later Mr. Althaus outlined the following possible approaches which could help improve VSK’s profitability
“1. Closest possible co-operation between VSK, the regional cooperatives, and the ordinary member co-operatives.
2. Strengthening of own production through the promotion of own
products at all levels of the co-op movement.
3. Saving of all avoidable administrative expenses; in this context
the concentrating of all office tasks in the bigger regions with
the aid of data processing could make a significant contribution.
4. Elimination of all duplication of efforts in ‘our all to far branching movement’.
5. Reviewing the entire sales front where the rigourous closing
down of all unprofitable shops (the small and the smallest shops
in particular) and the establishing of big modern shops and
Coop-Centres has become necessary.
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6. Streamlining the VSK, the special purpose co-operatives, and
the member co-operatives in the sense of tighter operational
management.” (NZZ dated 20.6.1967)

As in many other countries the consumer co-operatives in Switzerland were at first reluctant to give up the dividend system,
because it was regarded by the public as the essential co-operative
characteristic. On the occasion of the 78th delegates‘ assembly in
1967 VSK director, R. Kohler, e.g., pointed out that VSK could, of
course, calculate its prices on a net basis but did not want to abandon
the dividend system because surveys had revealed that the dividend
was still the main motive for purchasing at co-op shops. The administrative costs of operating the dividend system amounted to 0.2
per cent of the turnover and this could be further reduced by
standardising the rebate stamps. It was also regarded as desirable
that the dividend rates be brought into line with one another. In this
context VSK was striving to introduce a maximum rate of 8 per cent.
Any price corrections which become necessary for competitive reasons should be effected byprice reductions rather than by increasing
the dividend rates.

1.6.15. THE DIVIDEND
The dividend system survived until the year 1974 (Sirico, p. 99).
The individual co-operatives paid out at quite different rates; according to Meyer-Orphanou (Die Schweizerischen Konsumgenossenschaften. Handbuch, pp. 97-133) rates varied between 5 and 15
per cent.
After the private retailers organised themselves into rebate
associations and adopted the practice of paying refunds on rebate
stamps on demand, regardless of how small the sum involved may
be, VSK decided to switch to the rebate system also, but still retained
the name “dividend” for it. With the object of standardising the
dividend stamps throughout the movement, a working group (AER)
was set up in 1956. By 1966 94 per cent of all the VSK co-operatives
- representing 90 per cent of the total turnover - belonged to it.
The dividend paid by the consumer co-operatives - in contrast to
the rebate payments made in the private sector - were still subject
to taxation. although the co-operatives had repeatedly protested
against this unjustified imposition. It was not apparent- the cooperator said - why the 8 per cent rebate allowed by Konsumverein
Zürich (a limited company) should be treated as a cost factor when
the 8 per cent dividend paid by LVZ Zürich (a co-operative) should
be treated as distribution of taxable profits (cf. NZZ dated
18.1.1962).
According to other sources (cf. E.H., Der Schweizer Konsum 1965,
No. 17/1966) the dividend was a highly rated factor in the consumer
co-operative price policy. It was claimed that high dividends and
special dividends of up to 8 per cent (additionally) served to correct
the branded goods prices subject to retail price maintenance regulations. .And such they were therefore - in addition to the co-op own
products, which had generally very fair prices- an element of an
active price policy.
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Yet the opening of the first co-op discount shop - which retailed at
net prices - marked a certain erosion of the dividend principle.
1.6.16. VSK’S CULTURAL AND EDUCATIONAL
ACTIVITIES
A leading theoretician, Ch.-H. Barbier, replied as follows when
asked about the “co-operative educational programme”:
“The job of co-operative education, its aim and purpose is to forge
linksof feeling and ideals between the members of the movement
and thus make them into a community. The education is the putty
without which everything else would fall apart.” (cf. Ch.-H. Barbier,
Genossenschaftliche Erziehung, in: Genossenschaftliches Jahrbuch,1947, pp. 64-69).
It would be a mistake - Barbier said - to regard the co-operative
educational efforts only as a cost factor. After all, one of the key
economic advantages of the co-operatives, namely their sales monopoly, has its very basis on ideological work performed in the past.
Accordingly it is necessary to apply a different “profitability” calculation which can take in account the value of the educational work
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which serves to reenforce the bonds between members and cooperatives.

turnover, 0.035 per cent of the second 25 million, and 0.3 per cent of
the turnover in excess of SFr. 50 million is paid to the seminar to
finance adult and life long education.

-

Organisations

Organisations such as “Der Bund schweizerischer junger Genossenschafter” (BSJG) which organises programmes for young people
or the “Konsum-genossenschaftliche Frauenbund der Schweiz”
(KFS), which was founded in 1921, could and still can be seen as
“priceless propaganda instruments” as Boson (p. 490) points out.
-

Publications

Numerous VSK publications also perform educational functions
and contribute towards the winning of support for the co-operative
cause. A new printing office was acquired in 1949 and has since been
producing trade magazines and series of paperback books in ever
increasing numbers and quality - in addition to producing publications for circulation amongst co-operative members.
In 1988 the co-op’s own weekly newspaper was read in 40 per cent
of all Swiss households i.e. it has an estimated 1.5 million regular
readers. This publication embraces between 36 and 72 pp. of which
at least half are devoted to contributions from the editorial staff.
Since 1986 this newspaper has a new editorial policy and meanwhile
concentrates mainly on the subjects consumption, family, cooking,
and culture/travel, according to a survey recently carried out by an
independent opinion this change has found a very positive echo
amongst readers poll institute. (cf. Schelker M. Die co-op Presse in
der Schweiz, in “Der Verbraucher” No. 8/1988, pp. 12-14).
-

The Coop seminar

The Co-operative Seminar provides a centre for co-operative
education in the service of advanced trade and business training for
personnel as well as providing adult education programmes. Since
1950 the seminar programme has tended to move away from basic
trade training matters and concentrate more on specific training of
middle management staff. In 1965 the co-operatives decided to
increase their regular financial contributions to the seminar so that
from 1967 onwards 0.04 per cent of the first 25 million of the annual
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-

Recreation centres and cultural events

The co-op also supports a series of cultural events in the fields of
music, theatre, and art. It also organises hobby courses, educational
holidays, and lecture series for adult education. Some co-operatives
- particularly those in Basle, Winterthur, Geneva, and Bern - have
even gone to the extent of building recreation centres for their
members.
-

The Dahomey project

A major project to help Dahomey was launched in 1961 as part of
aid to the third world activities. Dahomey is a small country in Africa
which in accordance with the principle of solidarity at international
level was considered worthy of aid through co-operative projects and
training schemes. The objective of the initiative was - apart from the
spreading of co-operative ideas and organisational forms - a raising
of the general standard of living and education in that country. VSK
supported this project with cost-free organisation and propaganda the actual financing was provided by the co-operative members (in
the form of one-thousandth of the annual dividend) and by Coop
employees (who contributed their pay for one working hour per
quarter).
The project was run in close co-operation with the local government. Until the early 1980’s, the nature and scope of Coop cultural
promotion activities was considered a matter which the individual
co-operatives themselves should decide upon. However, in 1983 an
overall cultural concept was started by VSK - rather similar to the
example set by Migros - and this was to be financed by regular
contributions related to sales turnover.
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1.6.17. SOCIAL-ECONOMIC ENVIRONMENTAL
CONDITIONS FOR CONSUMER CO-OPERATIVES
(IN THE ‘SEVENTIES AND ‘EIGHTIES)
(Cf. Kühne, R., Nachfragemacht zwischen Einzelhandel und
Konsumgüterindustrie in der Schweiz. Bern 1984, pp.144 et seq.)
-

Geographical distribution

The tendency for new suburbs to spring up around the outskirts
of major cities favours major retail trading groups - such as consumer co-operatives - in those cases where they can meet this concentrated demand by providing big shops with adequate facilities (wide
choice of products, parking space, etc.)
-

Consumer habits

Consumer habits - including the basic attitude towards consumption, special preferences when choosing between products and distribution forms, and shopping habits peculiar to the Swiss - are also
relevant as far as the development of the consumer co-operative is
concerned.
There has been a number of recent surveys on this matter, e.g.
Kneschaurek, F., Trendbuch im Konsumverhalten ? In: Marketing
Journal No.3 1983, pp. 234 et seq.
Weinhold, H./Baumgartner,R., Konsumentenzufriedenheit, Uttwil
1981
Die Konsumentin 1978, an extract from the basis study :Konsumentin in der Schweiz” by Zentrum für Psychologie in Zürich, in:
Marketing Journal No.3 1978, pp. 221 et seq.
INSIDE, Vertraulicher Informationsdienst des Tages-Anzeigers,
No. 2 Zürich 1983.
They generally come to the conclusion that the Swiss consumer
still gives priority to material well-being - this is also manifested in
the rising consumption quota at a time when the savings quota is
relatively declining. 90 per cent of all people in eastern Switzerland
who were approached said that they were satisfied as consumers and
only 30 per cent were aware of the existence of consumer protection
organisations.
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The main factors taken into consideration when making daily
purchases include:
- freshness
- quality
- price
- pleasant shopping conditions
- accessibility
-

Breakdown into shop types

An overview of the Swiss retail trade as a whole broken down by
shop types can be gained from the next table. On the basis of a
concentration form breakdown distinctions can be drawn between
organised private retailers (USEGO, DISTRIBUTA, etc.,), big limited companies (such as Denner, Merkur, and Konsumverein Zürich)
and consumer co-operatives (Migros, Coop, and Volg). a study of the
turnover developments of these groups between 1970 and 1981
reveals that each of the three consumer co-operatives was able to
increase its sales turnover in real terms, with Migros having made
the biggest gains in its market share. During this same period the
sales turnovers of both the organised and the non-organised private
retailers fell. within the group of capital companies only one
(Denner) was able to increase its sales turnover in real terms.
Within the co-operative group, Migros in particular pursued an
extremely expansionist policy for a long time in that it increased the
average sales space per shop unit from 521 m2 in the year 1970 to 970
m2 by the year 1982. Since the number of shops remained constant
during this period this growth cannot be regarded as having been
purely quantitative, but rather qualitative. VOLG kept its sales
space at a constant level throughout. In the case of co-op, a policy of
qualitative expansion has been followed since the restructuring. The
sales space has been increased but at the same time the actual
number of shops has been reduced. Smaller branch shops were
closed down whilst the bigger obsolescent ones were renovated,
extended, and reopened. The limited companies and department
stores differed in their policies on floor space development and the
situation here stabilised during the 1980’s.
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BREAKDOWN OF RETAILERS

The market share gains made by the consumer co-operatives were
realised in some very different ways. On the criterion of the size of
the increases realised, Migros dominates followed by VOLG and the
co-op group with lesser market share gains.

Fig.1:

Apart from the already mentioned market-internal competition,
the major retail trade organisations (the consumer co-operatives
and the department stores in particular) embarked on expansion
strategies which took them beyond the recognized frontiers of their
traditional markets. They showed a growing tendency to diversify
into the (expanding) service industries. This has the added advantage of increasing turnover whilst spreading the business risk. The
main areas in which services are currently offered include tourism,
banking, insurance, and education.
Concentration in the retail trade developed through all possible
forms:

Source: Kühne

-

Competition in the retail trade

From the developments described above it will be apparent that
competition in the Swiss retail trade was (and still is) extremely
keen in that all the possibilities offered by rationalisation, concentration, as well as other competitive advantages were exploited in an
effort to increase sales turnover despite the stagnating market.
The bigger, better organised, and financially stronger competitors are the ones who have the best chances in this scenario and the
Swiss co-operatives have shown to pass this test so far much better
than their counterparts in other countries. It was and is the smaller
private retailers in particular at whose expense market share gains
can be made. Their market share had already dwindled to become an
insignificant factor by the 1980’s whilst the organised private
retailers began to consolidate their position as from the end of the
‘seventies following a restructuring.
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internal company growth, company mergers, through participations, founding of new companies, and co-operation. Internally
operational advantages could be gained by centralising purchasing,
distribution, through EDP-backed distribution and information,
and through an optimal range of operation types. In addition to these
strategies for internal growth, the consumer co-operatives also
relied on participations and the founding of new companies in
specialised markets offering promising growth such as: the building
materials market, the furniture trade, and entertainment electronics. VOLG was an exception here since it has restricted its activities
to traditional markets only.
The extent to which the concentration process has progressed
already in the Swiss retail trade will become apparent from the
following sketch which shows a 34 per cent market share for the five
biggest retail traders, a degree of concentration which in Europe is
exceeded only by Finland.
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Fig. 2:
MARKET SHARE CLAIMED BY THE FIVE BIGGEST
RETAILERS IN RESPECTIVE EUROPEAN

Italy
Spain
France
UK
West Germany
Belgium
Norway
Netherlands
Denmark
Austria
Republic of Ireland
Sweden
Switzerland
Finland

Source: Khüne, p. 183

1.7.

THE GROWTH PLAN

In 1969 the name VSK was changed to that of Coop Schweiz (Coop
Switzerland) and the management presented a new “Leitbild” which
confronted the hitherto federalistic co-operative movement with the
ideas of an integrated co-operative organisation. These ideas were to
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be realised by pooling all forces and in accordance with forwardlooking comprehensive planning embracing seven points (cf. NZZ
dated 21.5.1969).
1. Grouping of all consumer co-operatives into efficient regional
marketing co-operatives. By means of mergers the 405 Coop cooperatives in existence in 1969 should be reduced in number to
between 30-40 highly efficient units.
2. Conception of a new shop network with emphasis on CoopCentres (hypermarkets), Coop-Markets, and Coop-department
stores - particularly in the major cities and their suburbs.
Streamlining and standardisation of the product range policy.
3. Development of own production and subordination of same to a
central management.
4. Concentration and co-ordination of product warehousing and
distribution through a concentration of the 22 (in the year 1969)
regional depots and additional warehouses belonging to the
bigger co-operatives to give in all 14 regional distribution centres.
5. Central investment and finance planning
6. Setting up of a central personnel office
7. Reorganisation of the entire organisational structure of the Coop
group with the object of clarifying responsibilities and and
relieving top management of some of the work load through staff
appointments.
In keeping with this concept which is primarily oriented on the
criteria of economic efficiency, two traditional co-operative principles, namely those of membership and the dividend, were questioned for the first time. According to what board president, H. Althaus,
told the 80th delegates assembly in 1969 (cf. NZZ dated 18.6.1969)
it was not desirable that membership should be enhanced by means
of additional individual material benefits since this would run
contrary to the aims of a comprehensive consumer policy. It was the
duty of Coop Switzerland to show itself to represent the interests of
all consumers, and not just the interests of its own members. For this
reason efforts should be directed towards increasing the number of
members whilst at the same time the formalities of becoming a
member should be reduced to the legally required declaration and a
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modest admission fee. On no account should any further co-operative shares be subscribed, and all existing shares should be repaid
on the occasion of the next revision of the statutes. The dividend
principle came under fire for the first time when openly criticised by
W. Gnädinger. Although it still had great attraction on a wide range
of customers, the intensive special offers policy had exposed its
limitations. These limitations were reached at that point where the
countermeasures adopted by competitors threatened to cloud the
market transparency. Furthermore, VSK’s own discount shops had
shown that net prices can draw like a magnet, but this recent
development would have to be kept under observation for some time.
In connexion with discount shops there was yet another important
change in the Coop Switzerland policy regarding prices. With effect
from June 1969 onwards more than 120 branded products from the
Coop own product range were on offer at discount prices in all Coop
shops. Thus the discount offer, which until that date had been
restricted to the city suburb shops, was now to be extended to the
most remote of country shops. This new price policy - said Mr.
Gnädinger - called for a closer co-operation with the producers
because for them as well as for the trade, it was a livelihood which
was at stake. in view of this it was all the more regrettable that the
producers were not prepared to make their contribution (i.e. reduce
their profit margin).

were 450 articles (from an average of 77,000 on offer) included in the
Coop rock-bottom price range. However, the management’s plan to
do away with the rebate stamps (i.e. the dividend) still ran into some
stiff resistance from member co-operatives in 1971 (cf. NZZ dated
30.3.71). That year they were still paying quite high dividends of
between 6 and 8 per cent (6.2 per cent on average).

1.8.

1.9.

THE NEW PRICE POLICY

The above described discount policy was to be revised the very
next year (1970), however.The new price policy was geared to a longterm sales concept which would launch a full–scale attack on
recommended retail prices. The parole now was that co-ops wants to
sell products, not price differences (cf. NZZ dated 15.6.1970). Accordingly it was deemed necessary that discount prices should disappear
for a certain transitional period where they would be replaced
through “real prices calculated on a fair market basis.”
Parallel to introducing “Coop prices” in May 1970, the Coop set
about getting rid of the rebate stamps. The product prices were to be
freed of all levies and finally sold at net prices. Already by 1971 there
456

In 1972 a number of co-operatives tried out the net price system
with success and the board recommended the general switchover. In
1974 the entire product range was switched to net prices and it was
resolved that the dividend system should finally be scrapped. The
cost savings thus achieved would be distributed to all customers via
price reductions. In this respect the Swiss co-operative movement
was again ahead of many of its counterparts in other European
countries where dividends continued to be paid even in cases where
they were not earned in economic terms.
According to co-op officials at a press conference in 1974 (cf. NZZ
dated 2.4.1974) the necessary discussions concerning the introduction of the net price system had been held with the individual cooperative managements and had passed off “reasonably smoothly.”
However, there had been some problems with suppliers - some of
whom even went as far as to complain to the Swiss Federal Cartels
commission that the Coop was misusing its purchasing power.
EDP

Following the early switch to EDP in the accounting, settlements,
and administrative sectors, in 1966 the co-op began thinking about
installing a computer network which could also be used to help run
and monitor the business. The first major such installation was
made in Basle, and a further extension was planned for Winterthur
in 1972. The network of Coop computer centres was expected to be
completed by 1975 by which time it should be possible to integrate
the data into a central data base. This was the starting point for a
planned information system for the three sectors: goods, costs/
finances, and research/development. CIS (Coop Information System) the Coop version of a management information system (MIS),
was designed to link up existing data bases and compress information.
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1.10.

-

DEVELOPMENT OF THE CONSUMER
CO-OPERATIVES 1970-1975

Organisational concentration

In 1971, in view of the tightening competitive situation, it became
necessary to hasten the organisational concentration process originally planned for completion by 1975. The merging of small and
medium sized co-operatives to form regional co-operatives was now
required to be completed by the end of 1973 at the latest. These Coop
management plans were opposed by some individual co-operatives
- Valais and Tessin in particular - who did not want to merge.

The Consumer Co-operatives in Switzerland
period the number of employees fell from 33.006 to 30,120 although
there had been slight increases in 1971 and 1973 (cf. table 10 drawn
up by the author on the basis of reports in NZZ from 1970-1976).
The number of members increased over the period under consideration from 899,320 to 928,339 member households.
Table 10:
NO. OF MEMBER CO-OPERATIVES, REGIONAL CENTRES, SPECIAL ORGANISATIONS, AND EMPLOYEES
Year

Coop director, H. Thuli, told the 86th delegates‘ assembly in June
1975 that member co-operatives who refused to comply with the
rationalisation measures passed by Coop Switzerland would have to
take the consequences and leave the organisation. The central cooperative would, however, be prepared to continue supplying them
with products on the basis of special agreements (cf. NZZ dated
16.1.1975)

1970
1971
1972
1973
1974
1975

Co-ops
276
229
186
148
139
131

Reg. Dist.
Centres

Spec. Organisations

25
24
22
17
15
14

—
50
50
47
43
42

Employees

33
33
32
32
32
32

006
382
872
996
441
120

A further indication of the pressure upon the co-operatives to
merge may be seen in the delegates‘ assembly rejection of the appeal
by the consumer co-operative of Safenwil and Surroundings in the
canton of Argovie in 1976. It had been decided that Safenwil should
be incorporated into Coop Wiggertal - which itself was predestined
to be integrated into Coop Aargau. The Safenwil co-operative objected to these plans with the argument that mergers which were
forced against the will of those concerned were contrary to the
statutes and was consequently expelled by the central administration. The appeal against this decision showed that the majority of the
delegates‘ assembly was on the side of the central co-operative with
only 627 of the 1,400 votes being cast in favour of the Safenwil cooperators (cf. NZZ dated 26.6.1976).

-

In all the number of member co-operatives was reduced from 276
in the year 1970 to 131 in the year 1973. The number of regional
distribution centres was cut from 25 in 1970 to 14; an organisational
streamlining amongst the special organisations is reflected in the
reduction of their number from 50 (1971) to 42. During that same

The delegates‘ assembly in 1972 was told that this necessary
concentration of shops and the parallel increase in sales space was
final. All shops to be opened in future would have a minimum sales
space of 640 square metres whilst those in urban districts would
have a minimum sales area of 1,000 square metres. The dominant
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Development of the sales network

In accordance with development plans drawn up in 1972 (cf. NZZ
dated 28.3.1972) the number of shop units was to be reduced to
1,000. Priority was to be given to the systematic development of 5
shop types in particular:
Table 11: CO-OP DEVELOPMENT PLAN OF 1972
Shop Type
Coop-Centres
Super-Centres
Department Stores
Supermarkets

Square Metres
400-1500
1500-3500
3500-6000
4000-6000

Projected Total
600
300
40
10
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trend in the development of the sales network will be apparent from
the following table. Small shops with an unfavourable cost/benefit
ratio were swept aside by large scale shop types yielding high sales
turnovers. Thus the number of Coop Centres increased from 179 (in
1970) to 250 (1975) at a time when the shops with service fell from
741 (1970) to 231 (1975). An expansion of the sales space from
390,000 square metres in the year 1970 to 455,100 square metres in
1975 was parallelled by a reduction in the total number of shop units
from 2,364 to 1,595 in the year 1975 (cf table 12 drawn up on basis
of NZZ data 1970-1976).
The number of specialised shops (not detailed in this presentation) was given as 251 for the year 1970. In 1974 there was a total
of 141 such shops in operation - of which 35 were in the grocery
branch and 106 in the non-food sector. There were also 21 travelling
shops operating in 1947 as opposed to 23 one year later. In all the
Coop had 62 petrol stations, 98 restaurants, and 11 hotels in service
in 1974.

The Consumer Co-operatives in Switzerland
Table 12:

-

Year

No. of
shops

1970
1971
1972
1973
1974
1975

2,364
2,146
1,938
1,780
1,675
1,595

No. of
Service
shops

Self-Service
DepartCoop
Sales
shops
Centres ment stores space in m2

741
586
458
350
295
231

1,132
1,111
1,049
1,012
983
960

179
190
202
216
242
250

8
8
12
14
15

390,000
407,700
412,000
442,900
452,600
455,100

Turnover development 1970-1975

The following statistics (based on data taken from NZZ 1970-76)
gives an overview of the Coop Group turnover history for the period
under review. The economic slump (the Swiss retail trade figures
diminished by 3.2 per cent in 1975) is clearly reflected in the collapse
of growth rates in the year 1975.

In 1975 the Coop Centres were producing the biggest share of the
Coop turnover (37.5 per cent), followed by the self-service shops
(with 36.3 per cent). Third place was taken by the department stores
(with 6.9 per cent) whilst the shops with service accounted for a mere
3.2 per cent of the total turnover. The remaining sales unit types
together accounted for a 16.1 per cent share of the Coop turnover.

Table 13:

Productivity (turnover per square metre) in the year 1970 was
given as SFr. 6,496; this figure had been enhanced to one of Sfr. 6,900
by the year 1976.

1970
1971
1972
1973
1974
1975

Year

Group
sales

3,432
3,780
4,127
4,486
4.719
4,858

% growth Retail % growth Coopera- % growth Coop
Sales
tives
Retail
Sales
8
10.1
10.1
8.7
9.0
3.5

2,893
3,174
3,455
3,745
3,969
4,072

9.7
8.9
8.4
6.0
2.6

2,752
3,030
3,273
3,543
3,751
3,828

7.8
10.1
8.2
8.3
10.7
2.7

% growth

1,744 8.8
1,940 11.4
2,090 7.4
2,390 14.5
2,544
6.5
2,538 -0.2

Both the food and the non-food share of the wholesale turnover
fluctuated slightly about the relationship of 63 per cent for food and
30 per cent for non-food. The food : non-food relationship breakdown
of the retail sales achieved by the member co-operatives was fairly
similar (65.3 per cent : 34.7 per cent). The greater part of the 1975
turnover was accounted for by the retail sales achieved by the
member co-operatives. In the wake of the structural reform the bulk
of this turnover was beginning to concentrate on a few major
460

461

Johanna Setzer

The Consumer Co-operatives in Switzerland

organisations. The 12 biggest co-operatives were each showing
retail sales in excess of SFr. 100 million. The next 21 co-operatives
had annual sales of between 25 and 100 million francs, the next 12
co-operatives returned figures of between 5 and 25 million, and the
44 smaller co-operatives were showing turnovers of between 1 and
5 million francs.

Table 14:
Year

Balance
Sheet

The co-operatives held an 8.7 per cent share of the entire retail
sales market between 1970 and 1972. This share then grew continuously to one of 9.3 per cent in 1975. The food sales component of this
share was down only slightly from 13 per cent in 1970 to 12.8 per cent
in 1975 whilst the non-food component increased only very slightly
from 5.3 per cent in 1972 to 6 per cent in 1975.

1970
1971
1972

422,4
464,0
497,6

280,8
308,2
314,9

141,7
155,9
215,2

56,6
58,6
60,6

1973
1974
1975

566,3
609,3
586,9

337,8
345,0
334,2

228,5
264,3
252,8

68,5
75,6
76,3

-

Operating account and Balance

Despite the turnover set-back in the year 1975, the compound
yield for 1974/75 was still up by 1.4 per cent with the result that there
was a continuous improvement in profitability for the period between 1970 and 1975. However, operating costs were also rising (by
2.7 per cent in 1975). The cost rate in 1975 was given as 5.7 per cent.
An improvement was also shown (1975) in the overall margin, which
was 5.8 per cent up, and which like the increased operating costs
could be attributed to the development of part production.
The balance sheet total, which had been increasing up until 1974,
was down by 3.7 per cent in 1975 as a result of the general economic
climate. The tight financial situation also resulted in a sharp
reduction in the depreciation rates and in there being no allocation
to the reserves (otherwise it had been the practice to allocate Sfr. 2
million). Investments also had to be cut back to SFr. 150 million
(compared with SFr. 240 million in 1973). Interest payments on
shares remained at 5 per cent.

Total
Investment Equity
Operating Capital
Capital
Assets
in SFR millions

Borrowed Capital

365,8
405,4
437,0
A
318,1
334,3
324,3

B
179,7
209,0
186,3

A: short and medium term
B: long term liabilities

1.11.

COOP CO-OPERATIVES 1976-1986

On the basis of yearly published statistics it is possible to follow
the economic development of the coop group over the last years. The
most important feature of this development period is a quantitative
growth parallelled by a forced streamlining of the organisational
structure which resulted in the coop group being able to increase the
size of its market shares.
The course of this development can be retraced on the basis of the
following key data and factors:
-

Number of member co-operatives
turnover development
net profit, cash flow, and investments
development of sales network
development of sales space
share of Swiss retail market
own production

-

Number of member co-operatives
The reduction in the number of member co-operatives was one of
the main objectives of the structural streamlining programme. This
programme met with increasing opposition but was finally forced
through with the aid of expulsions or in the wake of withdrawals.
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The delegates’ assembly voted in favour of the central co-operative plan of 1975 by which the number of co-operatives was to be
reduced to 40 over the medium term (cf. NZZ dated 18.6.1979). By
the year 1983 this plan could be regarded as virtually having been
fulfilled as the number of co-operatives had meanwhile been reduced
to 41. A total of 17 co-operatives and 14 integrated distribution
centres was given as a long-term aim (cf. NZZ dated 12.4.1983).
Table 15:
COOP GROUP MEMBERS
Year

COOP co-ops

1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986

113
95
78
67
66
61
48
40
40
40
40

A major innovation in the structure of the administration was
seen in the introduction of a second level of management (after the
board of directors) comprising organisation units known as “Bereiche” with each main department being headed by a director holding
the house-internal rank of deputy manager (cf. NZZ dated
17.12.1980). This measure was in the interests of the demarcation
called for as far back as 1969, and also served to bring clarity to the
matter of competences - as well as taking some of the work load of the
board of directors.
-

Turnover development

The COOP turnovers comprise
- (consolidated) coop group turnovers
- coop retail turnovers
- total turnovers achieved by retail shops
- coop Switzerland wholesale turnover
Table 16:
Year COOP
Diff. in % COOP Diff. in % Turnover Diff. in % COOP Diff. in %
Group
of
Switzerretail
turnover*
cooperatiland*
turnover*
ve shops*
1976 4,95
1977 5,14
3.8
1978 5,23
1.8
1979 5,62
7.4
1980 6,34
12.9
1981 6,98
10.0
1982 7,57
8.5
1983 8,06
6.5
1984 8,20
1.8
1985 8,38
2.1
1986 8,44
0.8
* in SFr. billions

4,28
4,45
4,54
4,89
5,55
6,05
6,39
6,65
6,88
7,21
7,39

4.2
2.0
7.5
13.5
9.0
5.8
3.9
3.5
4.9
2.6

3,6
3,74
3,86
4,24
4,77
5,22
5,53
5,77
6,12
6,47
6,76

3.8
3.3
5.0
12.7
9.5
5.7
4.3
6.2
5.7
4.3

2,55
2,70
2,76
3,02
3,35
3,15
3,29
3,42
3,56
3,69
3,83

5.8
0.2
9.4
10.9
-5.8
4.6
4.0
0.4
3.6
3.8

The coop group turnover comprises
- direct sales to third parties
- coop retail turnover
The COOP retail turnover (first published in 1977) includes
- turnovers achieved by shops apart from the turnovers of the coop
co-operatives, those of the Bell Group, the Diana shoe shops, and
the coop hotels etc., are included
- direct sales to third parties.
The food share of the retail turnover can be seen from the following

As will be seen from the following table, Coop Switzerland managed to achieve a continuous improvement in its sales turnover
figures between 1976 and 1986. The rate at which the turnover
increased did not begin to slow down any until 1982 when the
consumption climate itself began to slow down.
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Table 17:
Year

Food share in %

1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986

67.0
67.4
68.2
65.9
63.3
63.0
63.0
63.3
64.8
64.7
65.8

The sales achieved by the co-operatives in 1977/78 accounted for
91 per cent (90.5 per cent) of the total retail turnover. In all the cooperatives yielded a turnover of 4.16 billion francs in 1978. That
same year direct sales were down by 6.5 per cent as a result of heavy
nominal losses in the heating and fuel oil sector.
In 1980 the regional co-operatives contributed 88 per cent of the
total retail turnover and 93 per cent of the turnover yielded by the
retail shops.
Within the coop group, 12 co-operatives in particular - who
together account for almost half the retail shops now in operation show an above-average growth and meanwhile account for the
greater part of the sales. In 1978 53.2 per cent of all the shops and
67.2 per cent of the total sales space were accounted for by these big
co-operatives. They were also responsible for 71.6 per cent of all
sales. In 1979 they brought in 71.1 per cent of all sales and commanded 68.2 per cent of the total sales space. The turnover productivity of the big co-operatives in 1979 was - at SFr. 9,300 per square
metre - above average for the group (SFr. 8.900/m2), but was
showing a lower percentage growth - a fact which can be explained
by the sinking marginal productivity of bigger-sized units (cf. NZZ
dated 2.4.1980).

Net Profit, cash flow, and investments

The following table provides an overview of the development of net
profits:
Table 18:
Year

Net profits in SFr. millions

1978
1979
1980
1981
1982
1983
1984
1985
1986

30
55
66
68
60
72
94
109
129

The following table shows details of the cash flow:
Table 19:
Year
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986

Cash flow
127
136
170
215
228
246
242
261
292
313
343

as % of turnover

as % of investments

3.2
3.8
3.6
3.5
3.2
3.2
3.6
3.7
4.1

107.0
89.4
75.9
55.5
59.2
76.0
80.5
85.3

The fact that the cash flow margin could only be stabilised at a low
level after having receded for a number of years can be accounted for
by the considerable net losses suffered in three of the enterprises (cf.
Comments on Own Production).

On the other hand, half the co-operatives contributed only 4 per
cent of the turnover in 1981 (NZZ dated 7.4.1982).
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Investments

The development of COOP investments can be seen from the following table:

The total number of shops in 1976 was given as 1,537. This
number had been reduced to 1,334 by the year 1986.

Table 20:
Year
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986

Investments in SFr. millions
120
160
200
255
324
436
441
384
389
402

In 1975 the equity capital amounted to Sfr. 76.3 million. short and
medium-term loan capital in 1975 accounted for SFr. 186.3 million;
the long-term loans totalled SFr. 76.3 million. Since the investment
spending - just like the costs - was rising steeply, the equity capital
financing soon reached an alarmingly low level especially for a cooperative enterprise (cf. NZZ dated 12.4.1983).
Accordingly (in 1983) cost management with the realisation of
possible synergies was made the main objective of the Coop mediumterm policy. In view of the still shrinking market and the prevailing
competitive situation, top priority had to be given to not only the
further training of junior management staff, but also to the matter
of cutting back on the consumption of energy and resources (cf. NZZ
dated 12.4.1983). However, the benefits of this policy did not become
apparent until 1987 - when for the first time the own capital
contribution was again as high as 90 per cent (cf. NZZ dated
29.3.1988).
-

Development of sales network

In keeping with the long-term restructuring process, the development of the sales network was achieved with the elimination of
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smaller shops and those with low turnover yields whilst the more
effective shop types were strongly developed with the object of
ensuring a qualitative growth.

The following table shows a detailed breakdown of the shop types
and their respective numbers over the past ten years:
Table 21:
NUMBER OF SHOPS/YEAR
Year

Shop type
Depart-Super
ment Centres
stores

1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986

Year
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986

15
15
15
15
15
15
15
15
16
16
15

COOP SelfShops Speciali- HyperCentres Service with
sed shops markets
shops
service

14
16
?
19
20
21
22
26
29
30
33

233
239
?
257
268
284
292
307
327
339
350

951
948
?
?
915
911
?
856
827
816
807

200
169
?
128
119
93
?
?
?
47
44

Travelling shops Petrol stations
24
23
?
19
18
8
8
?
?
2
2

67
67
(92)
72
70
66
68
88
92
94
94

124
107
?
103
98
98
?
96
81
83
82
Restaurants/
Cafes
104
112
113
116
120
122
125
138
149
142
141

1
1
1
1
1
1
2
3
3
3

Total
Number
1,537
1,495
1,456
1,450
1,436
1,423
1,394
1,359
1,335
1,334
1,328

Total of Units
1,732
1,697
1,670
1,657
1,644
1,619
1,595
1,852
1,848
1,833
1,812
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Expansion was primarily achieved through the large sales area
sales outlets of the COOP-Centres (400 to 1,500 square metres), the
Super-Centres (1,500 to 3,500 m2), and the supermarkets. In the
case of the latter, as well as in that of the department stores, the Coop
had to go through a certain initial barren period as far as turnover
was concerned: it was not until after some time that the expected
profitability was achieved.

However, the development of the sales network should not be
assessed from the point of view of purely economic aspects only. The
COOP makes a point of stressing that it has the most widely
branched sales network by virtue of which it is in a position to
contribute to supplying the needs of the population.

According to the management‘s plans (from 1976) the shops with
service should be phased out rapidly at the rate of 40 per year until
after a period of 5 years there should be no such shops left. Travelling
shops should act as substitutes to a certain extent. However, by the
1980’s the process of cutting back the number of shops had been
slowed down - indeed, it was found that the still remaining small
shops were yielding quite respectable contributions to the total
turnover.
The following table provides an overview of the relative turnovers yielded by the respective sales outlets:
Table 22:
RETAIL SALES BY SHOP TYPE 1986

No. of sales
Cooperative shops
Department stores
Supermarkets
Coop-Super-Centres
Coop-Centres
Coop-Shops
Shops with service
Specialised shops
Bell Group
Diana Shoe Shops
Radio TV Steiner
Building Centres
Petrol Stations
Hotels and Restaurants

1,334
15
3
33
350
807
44
82
115
47
74
5
94
141

T/o in SFr. mill. Difference in %
6,056,2
595,3
137,6
747,1
2,789,5
1,560,4
23,1
203,2
151,8
29,1
198,6
34,7
112,6
171,7

+ 5.2
+ 3.4
+ 14.3
+ 12.7
+ 6.1
+ 0.7
- 4.9
+ 3.0
- 6.5
+ 9.2
+ 6.9
+ 14.7
- 21.0
+ 3.9

In connexion with this supply strategy the possibility of cooperating with private retailers, VOLG, or even USEGO was discussed in public on the occasion of the press conference called to hear
the balance sheet figures for 1987 (i.e. in the year 1988).
The objectives which coop Switzerland set itself in this period can
best be seen from a programmatic statement of the group’s “philosophy” (Leitbild):
“We want to grow,” and “So we are chasing pretentious market
share targets for which we shall compete in a fair and transparent
manner.”
Thus one of the coop group’s main objectives was and still is the
enlarging of its market shares. This objective is to be attained
through qualitative growth. The most important precondition for
the achievement of this qualitative growth is seen in the accomplishment of the structural streamlining - which as the above data bear
out - is being forced at a fast pace.
Meanwhile resistance has been developed to these plans; opposition has been voiced to the planned mergers both within the group
itself as well as outside it. A series of initiatives whipped up a general
feeling of resentment regarding concentration. The dying out of the
small shops became a subject of public debate - although it was the
Coop competitor Migros, who had to bear the brunt of the criticism
on this occasion. For example, in 1979 a Swiss member of parliament, Schärli, launched a private parliamentary initiative demanding the creation of a constitutional amendment which would enable
parliament “to impose a minimum tax on non-profit-making cooperatives in accordance with their economic efficiency on the basis
of substitute factors.” Small co-operatives should be exempt from
paying this tax (cf. NZZ dated 13.3.1979).

Source: NZZ dated 31.3.87
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Whilst the Migros discussion was still raging the Coop was able
to shelter on the lee-side and for a long time continued unscathed
with its structural streamlining policy. At the same time it never
missed an opportunity to remind all concerned of the outstanding
supply service provided by the Coop , the density of the Coop sales
network, and the modest space increase.
The official attitude adopted by the group’s co-operatives on this
tax subject was: We reject this type of middle-class politics so
reminiscent of the ‘thirties. A market economy without competition
is unthinkable, and competition can only thrive where there is
freedom of choice regarding pricing, shop type, and shop location.
In 1981 it was claimed once again that the Coop - with more than
1,000 relatively small shops spread over all regions - was serving its
supply assignment noticeably better than other major distributors.
Particularly in the mountainous regions the Coop was maintaining
loss-making shops. Plans for a only “moderate expansion” were
announced for the coming decades (cf. NZZ dated 8.4.1981).
-

Sales space development

Table 23:
Year

Sales space in 1000 m2

1976
1977
1978
1979
1980
1981
1982
1983
1984
1985

464
479
485
499
519
537
549
568
595
611

The total sales area in 1976 was said to have been 464,000 m2 and
this had increased by only 3.2 per cent or barely 15,000 m2 to reach
479,000 m2 - and this as a consequence of the closing down of smaller
branch shops.
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Productivity

Productivity is expressed in terms of
A - SFr. 1000 per employee
B - SFr. 1000 per square metre
The following table provides a record of how these data developed
between 1976 and 1982.
Table 24:
Year
1976
1977
1978
1979
1980
1981
1982

A
174,2
182,0
187,5
197,0
208,2
220,9
234,7

B
7,6
7,7
7,8
8,0
8,6
9,1
10,6

Up until 1982 various sources arrived at critical conclusions
regarding the assessment of the coop group’s productivity. They
were all in agreement that productivity was generally low - at least
lower than that of its main competitor, Migros. The year 1983 was
the first time there could be any talk of a real productivity increase
(cf. NZZ dated 12.4.1983). For 1983 a corrected space productivity
figure of SFr. 11,200/m2 was given and it was accepted in subsequent
years that the trend was positive.
-

Number of employees

Table 25:
Year

Manning level in 1000’s

1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986

28,3
28,2
27,9
28,5
30,5
?
?
?
?
37,7
37,9
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Share of Swiss retail market

The COOP share of trade in Switzerland is calculated on the basis
of the retail trade market volume which itself is based on the figures
for the shop count made in 1975 and which is extrapolated with the
Biga Index for retail trade sales in terms of value. The estimated
volume of sales achieved by the automotive trade - calculated on the
basis of purchase tax statistics - is subtracted.
These calculations were carried out by the coop itself, and the
results published in keeping with the declared policy of transparency.
The development of the coop shares in the food and non-food sector
showed an unbroken upward trend until 1982 which can be taken as
an indicator for the success of the coop structural policy. From 1982
onwards the coop market share began to stagnate at 12 per cent of
the total Swiss retail trade. Credit for the growth of the coop market
share must mainly go to the strategy of space expansion.
Table 26:
Year

Retail sales

Food

Non-food

1976
1977
1978
1979
1980
1981
1982
1983
1984
1985

9.3
10.5
10.7
11.0
11.5
11.8
12.0
12.0
12.0
12.0

12.8
14.4
14.6
14.8
14.9
15.3
15.5
15.6
15.8
15.7

6.0
?
6.8
7.4
8.2
8.5
8.7
8.6
8.3
8.4

The value of coop own production (at wholesale prices) was given
as SFr. 1.329 billion in 1976. Of this total, the non-food sector
accounted for SFr. 1.294 billion
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own production

COOP own production developed as follows:
Table 27:
Year

1976

1977

1978

1979

1980

Own production in billions
as % of Group sales

1,33
26.9

1,38
26.8

1,39
26.7

1,42
25.2

1,49
23.5

New acquisitions and participations during this period bear
witness to the coop efforts to make a greater impact on the non-food
sector.
The takeover of Radio TV Steiner AG - a leading company in the
electronic entertainments branch in Switzerland - in 1980 can be
regarded as an important acquisition. Steiner had 41 branch shops
and 11 service centres in major and medium-sized towns. It had an
annual turnover of SFr. 105 million and employed a staff of 600.
That same year the idea of taking a bigger stake in Popularis
Tours (Bern) was discussed. This latter co-operative was founded in
1946 and there were plans to transform it into a limited company (i.e.
an “AG”) and to increase the capital.
The Co-op heating and fuel oil business was separated. Renamed
“OK Coop AG’ it became a 100 per cent owned Coop affiliate. In the
interests of streamlining the structure also in the non-food own
production sector, in 1981 the cloth factory Hefti & Co AG was taken
in.
In 1981 the German company Stinnes Tretz AG was called in to
assist with the extension of the non-food business through the
development of the building and do-it-yourself markets.
Another attempt at diversification in 1981 which - with the
benefit of hindsight - can be described as disastrous, was the opening
up of the fast-food chain, “Burgerland.” By the time this new
enterprise had got over its initial difficulties, the public taste for fast
foods had already peaked so that considerable losses were incurred.
In the face of insuperable difficulties the original plans for 15 such
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units had to abandoned at the stage of finding suitable premises. The
four units already in operation were finally sold off to McDonald’s in
1985. Another deficit of SFr. 10 million was run up by the managing
director of OK Coop AG before he was dismissed for unauthorised
speculation on the money market. As a consequence it was decided
that there should be a “redimensioning” of OK Coop AG - which up
until 1986 had suffered a turnover decline of SFr. 220 million (i.e.
three-fifths). Another factor contributing to an unsatisfactory trend
in profits is to be seen in the big bakery “Panofina” which was
working below capacity and which accumulated losses of SFr. 10
million between 1981 and 1984.
1.12.

-

THE CONSUMER CO-OPERATIVES 1986-1988 (cf.
“Der Verbraucher” 8/1988 and 19/1989, also NZZ 1986-89)

New merger plan

In June 1986 the delegates‘ assembly was asked to approve a new
merger plan which proposed a reduction in the number of Coop cooperatives from the then 40 to 18 regional units with integrated
distribution centres. A first step towards the realisation of this
medium-term objective could be taken with the merger of the cooperatives Coop Zürichsee Oberland and Coop Linth to form Coop
Zürichsee-Linth. The Hinwil regional co-operative was also affiliated to the big new co-operative. It was further proposed that 9 cooperatives in the Italian-speaking part of the country should merge
to form Coop Ticino in the year 1990. This merger, and also the
concentrations in the cantons Valais and Freiburg were already in
a state of preparation by 1988. In April 1989 the Coop group
comprehended a total number of 39 co-operatives.
-

Market shares

The Coop was able to maintain a 12 per cent share of the Swiss
retail market 1986-88. Little gains in the food sector opposed losses
in the non-food sector. The Coop share of the retail grocery market
for these years was 15.8 per cent, 16.2 per cent and 16.1 per cent
respectively. In the non-food sector the Coop share declined from its
8.2 per cent level in 1986 to 7.9 per cent for 1987/88.
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- Turnover development
a) Group turnovers
With turnover figures of SFr. 8.439 billion in 1986 and SFr. 8.680
billion in 1988, the respective growth rates being 0.8 per cent in
1986, 0.9 per cent in 1987, and 1.9 per cent in 1988, it is apparent
that the Coop Group achieved only a modest turnover growth
between 1986 and 1988. In this context the direct sales - which
were down by 10.6 per cent in 1986, and which recovered only 1.3
per cent in 1987 - the decline in the sales volume achieved by the
redimensioned Bell Group - down by 6.4 per cent in 1987 - and the
plummeting of sales for price reasons in the heating and fuel oil
business, where turnover was down by 71.5 per cent, made
themselves particularly noticeable.
Enhanced turnovers were achieved in 1987 by the travel business
(+9.9 per cent) and in the insurance business (+5,8 per cent). In
1988 the wholesale turnovers with third parties rose by 1.4 per
cent to reach a total of SFr. 1.0061 billion.
b) Retail turnovers
The retail turnover also showed only a modest increase, rising as
it did from SFr. 398 billion in 1986 to SFr. 7.674 billion in 1988.
The respective annual growth rates were 2.6 per cent, 1.7 per cent
and 2.0 per cent. The greater part of the credit for this positive
trend goes to the retail shops who showed improved sales turnovers because direct sales to third parties dropped by 12.9 per
cent in 1986, by 10.8 per cent in 1987, and by a further 3 per cent
in 1988 when they were valued at SFr. 555 million.
The total turnover achieved by the 40 regional co-operatives
increased by 2.3 per cent in 1987 to reach SFr. 6.8179 billion and
climbed a further 1.8 per cent in 1988 to reach SFr. 6.9375 billion.
Of this total, SFr. 5.3316 billion was accounted for by the 13 biggest
co-operatives.
The following table 28 gives key data relevant to these big cooperatives for the years 1987/88.
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The in 1986 still gratifying growth rate of 4.9 per cent achieved by
the retail shops had fallen off to one of 2.9 per cent for 1987 and 2.4
per cent for 1988. The turnover in 1986 was SFr. 6.757 billion and
this was increased to SFr. 7.119 billion by 1988.

Table 28:
KEY STATISTICS OF THE 13 BIGGEST COOP
COOPERATIVES WITH INTEGRATED
DISTRIBUTION CENTRES 1988
Turnover
in SFr.
millions

% differen- Number of Sales space Total
ce vis a vis shops 1
employees2
year
previous

Co-op Basel ACV
760,8
Co-op Bern
647,7
Co-op Zürich LVZ
562,5
Co-op Genève
527,3
Co-op Winterthur3
452,0
Co-op Zentralschweiz,
399,8
Luzern
Co-op Aargau,
358,4
Schafisheim
Co-op Ostschweiz,
344,1
Gossau
Co-op Vaud
334,0
Chablais-Valaisan4
Co-op Berner Oberland,
269,6
Thun
Co-op Biel-Seeland
235,3
235,1
Co-op Zürichsee-Linth,
Jona5
Co-op La Chaux-de-Fonds6 205,3
Total for the 13 biggest 5331,6
Coop cooperatives
Total for all Coop
6937,5
co-operatives

+ 2.5
+ 3.4
+ 3.5
- 1.9
- 3.6
+ 5.3

72
80
90
51
75
61

49,662
58,838
50,919
49,133
53,035
41,856

2,674
2,210
1,637
1,869
1,559
1,218

+ 3.0

60

30,475

1,243

+ 4.0

40

30,575

1,045

- 5.2

74

36,977

1,134

+ 3.3

45

20,697

938

+ 2.9

36

23,381

840

+ 2.9

63

24,590

853

+ 1,2
+1.5

54
801

17,329
487,467

549
17,769

+1,8

1,321

645,007

22,608

1) excluding travelling shops, petrol stations, restaurants, cafes, and hotels
2) calculated on the basis of full employment average level (including administration and associated production
and warehouse units)
3) assignment of heating and fuel oil to OK Coop AG, Basel as per 1.1.88
4) Closing of Coop City Warenhaus Vevey as per 6.2.88
5) Merger of Coop Linth, Glarus and integration of regional depot Hinwil as per 1.1.88
6) Sale of letter press printing shop 1.5.87 (growth rate compensated)

Source: “Der Verbraucher” 10/89, p. 33
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The retail shop sales turnover was hit by the decline suffered by
the Bell Group which showed a negative growth of 6.5 per cent in
1986, 3.9 per cent in 1987, and a further sales set-back of 4.8 per cent
in 1988. The serious turnover set-back of -21 per cent in the petrol
station business in 1986 was reversed by a positive growth of 16.3
per cent in 1988 after a further loss of 5.2 per cent in 1987. Sales were
down by 0.9 per cent (1988) in the electronic entertainments sector.
Sales turnover figures for the Coop shops showed an increase from
SFr. 6.0562 billion in the year 1986 to SFr. 6.3843 billion in 1988; the
respective annual growth rates were 5.2 per cent for 1986, 3 per cent
for 1987, and 2.4 per cent for 1988 i.e. they were declining. However,
it should be pointed out here that the Coop departmental store in
Geneva was closed for renovations and this alone resulted in a one
per cent loss of turnover.
The (in absolute terms) biggest contributors to the sales turnover
were the Coop-Centres - which achieved a total turnover of SFr.
3.0527 billion in 1988. They were followed by the Coop Self-Service
Shops, who that same year contributed SFr. 1.4948 billion.
The highest growth rates for the 1986-88 period were recorded by
the building centres (1986: +14.7 per cent; 1987: +20.3 per cent;
1988: +12.5 per cent). They were followed by the Coop-SuperCentres (+12.7; 7.3; 10 per cent), and the super markets (+14.3; 7.9;
5.9). Meanwhile the department store outlet - because of a temporary closure - 1987 8.4 per cent and 1988 0.8 per cent were showing a
turnover decline. Downward trends were also shown by the smaller
self-service shops and by the shops with service.
Thus, with only slightly increased total sales space (from 594,600
m2 to 687,000 m2) and a reduction of the co-operative sales points
from 1,334 to 1,321 shops it proved possible to achieve a further
productivity growth from SFr. 10,299/m2 (1986) to SFr.10,498 m2
(1987). This figure dropped by 0.5 per cent to SFr. 10,444 in 1988.
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The reason for this slight recession may be sought in the increasing
space taken up by the non-food articles which have a lower productivity rating.

corresponding figure for 1988 was 84.5 per cent. The volume of
investments increased annually from SFr. 402 million in 1986
through SFr. 427 million in 1987 to SFr. 491 million in 1988. These
figures correspond to 117.2, 110.9, and 119 per cent of the cash flow.

Broken down by sales outlets the productivity growths are seen to
be on a high level for the shops with large sales spaces, although
super markets - despite improved turnover and productivity figures
- were showing too low a profit per unit area of floor space (cf. NZZ
dated 29.3.1988). The specialist shops maintained their status quite
well - if at a relatively low productivity level. However, the small selfservice shops and shops with service continued to show a decline in
earnings.
The shop network was further improved qualitatively through
the replacement of obsolescent units by modern shops. First priority
was given here to the forcing of Coop-Centres and Super-Centres,
whose numbers were increased from 350 and 33 to 378 and 39
respectively. By contrast the number of self-service shops was cut
back from 807 to 768 and that of shops with service from 44 to 36.
By 1986 the Coop-Super-Centres were already accounting for a
56 per cent share of the total sales realised by the retail shops. This
share had been increased to one of 59.3 per cent by 1988. Department
stores and supermarkets were together accounting for a 10.5 per
cent share in 1988 whilst the smaller shops claimed one of 22.8 per
cent.
-

Operating account and Financing

Although the group turnover figures were declining, profitability
was improving and better margins were being achieved. The Coop
Group cash flow in 1986 was SFr. 343 million. This was increased by
12.2 per cent to SFr. 385 million in 1987, and again to reach SFr. 415
million in 1988 this latter figure being equivalent to 4.8 per cent of
the group turnover.
The net profit earned by the group was up by 18.3 per cent to reach
SFr. 129 million in 1986, and in 1987 and 1988 there were further
growths of 1.8 per cent and 2 per cent respectively. This also meant
that the group’s self-financing capacity improved noticeably. Indeed, a self-finance quota of 90 per cent was shown for 1987. The
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Of the SFr. 427 million invested in 1987, 245 million was spent on
the sales front, 106 million on Coop co-operative infrastructure, and
53 million on production, trading, and service enterprises. A further
SFr. 23 million was spent on Coop Switzerland investments.
-

Own production and diversification

Sales of own production were showing a downward trend in 1987.
Food sales were down by 1.3 per cent to SFr. 1.76 billion and non-food
sales were down by 9.1 per cent.
The services sector was further extended in 1988 following the
takeover of Spedag Rheinschiffahrts AG by St.-Johann-Lagerhaus& Schiffahrtsgesellschaft (Silag) - which itself belongs to the Coop
Group. It was intended that these two firms should operate in close
co-operation with the object of achieving operational rationalisation.
Following the breaking up of the beer price cartel by Sibra
Holding in 1988, Coop Switzerland decided to bring out its own lager
beer under the trade name of “Tell.” This beer was to be brewed on
behalf of the Coop by Calanda Bräu and Brauerei Boxer. It was
expected that “Tell” would account for 10 per cent of all Coop beer
sales. Initially this beer was marketed in returnable bottles and also
in ten-packs of non-returnable bottles which were to be replaced at
the earliest possible date. There are plans to extend this product
range to include special brands and non-alcoholic beer.
With this supplementing of its own products the Coop Group which in 1987/88 had a 30 per cent share of the market for beer drunk
at home - hopes to consolidate its position in the expected “beer war”
and at the same time complement its Sibra selection. However, it is
most unlikely that these new products will lead to any major
increase in profitability since the earnings on drinks are very low (cf.
NZZ dated 4.11.1988). Nevertheless, the newly launched brand has
already exerted a positive influence on the Coop share of the food
market sector in 1988.
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A new attempt by Coop Switzerland to gain control of another
company was reported in June 1989 and concerned “Konsumverein
Zürich” (KVZ). Coop Switzerland made a public offer to KVZ shareholders of all registered and bearer shares. The initial offer was SFr.
1,500 for registered shares and SFr. 3,750 for bearer shares; the
possibility of an even better price was not ruled out. (cf. NZZ dated
24th, 25th, and 31st May 1989). However there was a string to this
offer - namely that at least half the share capital and voting shares
should pass into the possession of the Coop.

successful consolidation seems unlikely because the sales volume is
fragmented and both the catchment area and the sales front are
over-extended. In case of a takeover by Coop, the real estate business
could possibly be affiliated and the trading functions made more
profitable. Successful sales points would be kept on, but the product
range would be adapted along “Coop-specific” lines.

For the background to this takeover bid we must go back to 1988
when a third party (presumably a major bank) offered the Coop a
large number of KVZ shares (again presumably one quarter of the
share capital and 18 per cent of the voting rights) which the Coop
finally bought. A subsequent proposal that the KVZ share capital be
increased with an important tranche without subscription rights
would have reduced the size of the Coop holding considerably.
This is why the Coop - supported by other investors - blocked the
capital increase tranche by lodging a protest with the court of
registration. Since all further negotiations with KVZ came to nothing, Coop decided to launch its provocative takeover bid.
According to KVZ the Coop had breached a standstill agreement
by making its bid. The real object of the takeover bid was to eliminate
a modern and aggressive competitor and then to tighten the Coop
grip on the market in Zurich. In view of this, LVZ advised its
shareholders not to be deceived by the Coop offer. For its part the
Coop does not deny that it expects to gaineconomic and market
advantages but insists that it essentially “wishes to retain the Swiss
character of KVZ,” (NZZ dated 24.5.1989).
Meanwhile the Coop intends to call an extraordinary shareholders’ meeting in connexion with those KVZ statutes which recognize
only those persons whose names are recorded in the share register
as the owners of registered shares, and which fixes the number of
board members because the Coop wishes to introduce its own
candidates into the management board and the audit board.
The future outlook for KVZ is judged by the Coop (on the basis of
yearly published reports ) to be critical; over the medium term a
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Public relations and Environmental policy

As far back as the 1960’s Coop Switzerland - like Migros - began
making efforts to present itself as being both environmentally aware
and pro-consumer. The comprehensive and adaptable product declarations were an important element of this philosophy. Initially
details of a product’s composition, its nourishment value, and the
date by which it must be sold were introduced for Coop own products,
but this practice was soon followed by other manufacturers. The
Coop Customer Service is an institution of many years’ standing to
deal with any questions or complaints customers may have. Alone in
1987 this service handled 2,000 enquiries. An advertising campaign
(“fit und munter”) launched in 1987 encourages healthier living and
sporting activities.
As part of its programme to show a greater interest in the
environment, the Coop decided to phase out the sale of canned drinks
with the object of terminating the use of this energy-intensive throwaway packaging material over the medium term. This was a unilateral decision because - as reported at the delegates assembly in 1987
- an agreement between industry and trade on this issue had been
torpedoed by the delaying tactics adopted by the producers. The
drink cans would have to be replaced by some other form of packaging. Since the Coop could not be expected to introduce a deposit or
return system, effective recycling also seemed doubtful.
From the environmental protection point of view this decision was
said to have had a signal effect on the whole country. The canned
drink sales in Switzerland , however, have not yet receded any
(1988). The Coop’s competitors made the sales instead. As a “victim
of its own good intentions” the Coop Group suffered a SFr. 20 million
set-back in its tobacco and cigarette sales in 1988 too following its
decision not to advertise or promote the sale of tobacco products in
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view of the health hazard. Just like the money-losing shops in small
mountain villages this is one of the cases where the co-op group’s
moral assets must be regarded as economic drawbacks too. However, in our age of environmental awareness the earnings lost by a
credible environmental policy are probably more than offset by the
positive image gained. The Swiss consumer co-operatives have
shown in the past that they are able to survive and expand in the face
of fierce competition. They will probably continue to do so.

The Consumer Co-operatives in Switzerland
2.

THE MIGROS STORY. FROM AN INDIVIDUAL’S
REBELLION TO CONSUMER OWNERSHIP

The powerful Migros group has been a retailing network in the
legal form of a co-operative for more than forty years. Its story starts
out, however, with the history of a maverick entrepreneur. Many
observers still doubt the co-operative nature of Migros today. It is not
member of the ICA. Nevertheless the role of pioneer entrepreneurs
in other co-operative movements (such as Albin Johansson or
Kagawa Toyohiko) and Gottlieb Duttweiler’s fascinating if ambiguous personality may justify a relatively ample treatment of this
topic.
2.1.

GOTTLIEB DUTTWEILER’S EARLY LIFE AND
EXPERIENCE PRIOR TO THE FOUNDATION OF
MIGROS

Gottlieb Duttweiler was born in Zürich on 15th August 1888. Two
years earlier his father, Gottlieb Duttweiler senior, had been appointed manager of the Zürich Lebensmittelverein (LVZ) grocery cooperative, a function which he continued to perform successfully
until his death in 1906. Indeed, it was under his administration that
the LVZ was converted into a co-operative in 1890, and rapidly
developed into the second most powerful consumer co-operative in
Switzerland after ACV in Basle. From 1896 onwards the Duttweiler
family lived in the LVZ‘s new administration building.
Even as a boy Duttweiler junior began to show his talents as an
entrepreneur by breeding and selling small animals, and by taking
snapshots of LVZ employees at 5 francs a time. Yet he did not excel
at school and was in fact shunned by his classmates as an outsider.
Neither his academic performance nor his ability to adapt to the
system improved any after he progressed to the commercial department of the cantonal school. On the advice of his tutors he broke off
his studies there and took up an apprenticeship with the well-known
provision merchants, Pfister & Sigg. Here his business capabilities
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and interests soon became apparent. He was promoted to commercial manager and became noted for his confident manner and
ability to take quick but well-founded decisions. Within a short time
he was made a partner in the firm.

The problem of securing food supplies for Switzerland became
even more critical after Italy entered the war in May 1915. Duttweiler intensified his efforts in this direction - only to be accused of cooperation with the Central Powers and even of espionage by jealous
competitors. The Italian authorities also began to make life more
difficult for him. Finally even his own business partners became
uneasy about his sometimes risky transactions.

On 29th March 1923 he married Adele Bertschi. In his own words
he “drew a winner” in doing so (cf. Häsler, p. 30 et seq.). Adele looked
up to Duttweiler as “a man of action” but at times saw him also as “a
child in the guise of a man.” She herself was by no means a “hearth
and home type” but rather a very independent, self-confident person
and a convinced suffragette. Nevertheless, she accepted her role at
the side of - and in the shadow of - her famous husband.
The importance which Duttweiler attached to his wife’s counsel
can be appreciated from the fact that he engaged her services in an
integrated advisory capacity in the subsequently founded MigrosGenossenschaft (= Migros Co-operative), a position which Mrs.
Adele Duttweiler still holds today (1988).
2.2.

RISE AND FALL OF THE PFISTER COMPANY.

The First World War broke out in the August of 1914 and as a
result trading conditions in Europe were changed drastically. Officially there was a trade embargo between the belligerent nations
and the neutral Switzerland became transhipment centre for the
exchange of goods in Europe. Duttweiler was given the responsibility
of representing the company’s interests in Italy, and there (on his
own initiative, and without authorisation from Zurich) he bought in
huge quantities foodstuffs at prices which were still cheap by Swiss
standards. Despite difficulties with the customs authorities and the
problems of transportation he succeeded in boosting the annual
profits of his company by more than 12 fold compared with the
20,000 Swiss francs realised in the year 1913.
And yet, as Häsler points out (p. 23), “he was not primarily
concerned with business profit. For him it was much more important
to ensure that Switzerland was supplied with foodstuffs.” Indeed,
the provisions which Duttweiler secured in Italy were sold to the
Swiss public at prices which were a mere 5 to 8 per cent higher than
the initial cost prices (cf. Reiss, p. 43).
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In 1917 Duttweiler departed for Spain and went on to open an
affiliate company in New York - again on his own account - and also
negotiated the founding of several new companies and the acquiring
of interests in other enterprises. However, these activities were
pursued by a backdrop of dangerously falling profits and increasing
indebtedness.
The end of the war also brought about an end to wartime economic
conditions in the grocery trade. Consequently Switzerland virtually
overnight found itself redundant as a vital entrepot in international
foodstuff trade.
In 1921 the company Pfister & Duttweiler was forced to go into
liquidation. Its creditors were paid a dividend of 60 per cent with
both Pfister and Duttweiler paying in their private assets. Duttweiler
had to sell his manorial villa in Rüschlikon as well as his art
collection and swore that he would never again have anything to do
with the wholesale grocery business. Winding up of the company
was finally concluded in 1923 and thus the first Duttweiler “empire”
lay in ruins.
After an abortive attempt to set up a new existence for himself by
establishing vegetable oil mills in Spain in 1921, Duttweiler decided
the following year to emigrate to Brazil where his sister lived with
her husband, Paul Walter. Once in Brazil Duttweiler acquired and
managed a farm and began to make plans to participate in the
commercial and industrial activities of that rising country. However, his wife was unable to tolerate the climate so they returned to
Switzerland in 1924.
Here Duttweiler tried to find employment in some commercial
capacity - for example with the consumer co-operative VSK Basle -
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but met with rejection everywhere. So he had no alternative but to
seek his own fortune as an entrepreneur.
2.3.1. FORMATION OF MIGROS
As already mentioned, Switzerland lost her privileged status as
entrepot for international trade when the First World War came to
an end. Although market sales were increasing in volume, the
number of retail traders was also on the increase with the result that
the essential criterion of being cost covering could only be satisfied
by introducing drastic price increases. The high price level propped
up by high trading margins - which in the case of coffee, for example,
increased from 21.3 per cent to over 27 per cent within the briefest
of periods - became a burden both to consumers and to the national
economy. At the same time surplus production had become a worldwide problem; consumer goods were being destroyed deliberately in
order to keep prices at their high level. Foodstuff prices continued to
rise throughout Europe, and Switzerland soon became one of the
most expensive countries. The consequence was a rapid climb in the
cost of living - but this at a time when jobs were hard to find and
companies were working only on short time in the wake of efforts to
streamline production. The purchasing power of the consumers
dropped accordingly. Even the traditional consumer co-operatives
were scarcely able to exercise their role as price regulators in this
new situation.
According to Duttweiler, twelve factors were to blame for making
Zurich one of the most expensive towns in Switzerland at that time:
“1.
2.
3.
4.
5.
6.
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An irrational increase in the number of branded products of
comparable quality on offer.
The considerably elevated cost of warehousing.
Expensive shop fittings.
High wastage of perishable goods through prolonged storage.
High transport and other costs which the ordering of small
quantities entail.
Retail price maintenance policy dictated by producers of branded goods.
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7.
8.
9.
10.
11.
12.

Expensive store rooms.
Expense of rebate and dividend systems.
High cost of dispatching goods in house.
Excessive loss of time by sales personnel.
The practice of selling in small quantities.
Selling on credit” (Häsler, p. 40).

Duttweiler saw not only a problem in these factors but also an
entrepreneurial chance; cost covering could be achieved by higher
sales volumes rather than by higher profit margins. Higher sales
volumes could be achieved by price cutting - which in turn would
force radical cost reductions. During his time in the USA Duttweiler
had become familiar with the system of travelling shops. These
allowed enormous savings in overheads compared to the high costs
of traditional type shops and to some extent also those of staff.
Indeed, this was to be his inspiration.
Duttweiler decided to give his new enterprise the meaningful
name “MIGROS”. This name was relevant (in the French and
German language) to the price category of the goods marketed by
Migros, these prices being midway between prevailing wholesale
and retail prices.
To pave the way for his new marketing initiative Duttweiler
adopted aggressive advertising methods spearheaded by the distribution of leaflets of unusually sharply worded texts amounting to an
almost ultimatum-like appeal to the price-consciousness of the
housewives.
Although Duttweiler had been granted a door-to-door salesman’s
license, he realised that he would barely be on the right side of the
law with his travelling shops since street selling was subject to
approval by the local authorities. Even before he went ahead with
his scheme he knew he must reckon with counteractions from
competitors and their trade associations as well as from others
representing their interests. They were in a position to exert pressure on him through supply boycotts. Accordingly he began buying
in stocks under assumed names.
On 25th August 1925 he began trading with five travelling shops
operating along different routes through Zurich. His revolutionary
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idea caught on within a very short time. The housewives soon
became used to the idea of doing their shopping on the street and the
word about Migros spread rapidly. The initial sales turnovers of 700
Swiss francs per travelling shop per day improved swiftly so that
within a few weeks they were offering a wider range of products and
four additional travelling shops had to be brought into service in the
September of that same year. By October these shops had increased
their total number of stopping points from 178 to 293, and by
December the product range on offer extended from 6 to 15 Migros
articles.

articles below cost price in an effort to thwart competition from
Migros. But once it became clear that the price war with its concomitant heavy losses was not going to eliminate the unwelcome new
competition, the anti-Migros lobby turned to ideological weapons.
Migros was defamed as being an agent of big capital whose aim it
was to bring about a reduction in the cost of living “by force and with
losses” which in the end must inevitably lead to already threatened
wage cuts.

The first balance showed an encouraging result. With an initial
investment of 100,000 Swiss francs a turnover in goods to the value
of 2,795,651 Swiss francs was achieved. A total of 140 ,000 Swiss
francs was paid in wages and salaries to staff so that after deduction
of taxes and depreciation, a profit of 4,673 Swiss francs remained.
2.3.2. INITIAL OPPOSITION
In the face of this success, the expected opposition to Migros
struck back. Coffee importers, consumer co-operatives, provision
merchants’ associations and local shopkeepers saw this new competitor as a threat to their existence just as did the buying groups
belonging to the USEGO organisation. Time and again trouble was
provoked at the travelling shops’ stopping points, there was trouble
with the police, and deliveries of supplies were harried - so that
stocks had to be stored outside Zürich.

Shopping at Migros was portrayed as a betrayal of the workers:
”Any worker who allows himself to be misled into breaking trust as
a consumer with the co-operative, and who takes his purchasing
power to an enterprise dedicated to private profit - particularly when
this be a shop belonging to MIGROS AG, which offers some articles
at reduced prices at the expense of reduced wages to the workers
producing these goods - is betraying himself and the working class
as a whole. There is only one way to guard the purchasing power of
the worker in his own interests and to his own advantage, and
furthermore to make the co-operative that what it should be: the
strictest fulfilment of one’s duty as a co-operative customer, as a
vigilant member of the co-operative, and as an elector of the cooperative representatives !”

Producers of cereal-based foodstuffs in Switzerland - through
their professional association - imposed a ban on the delivery of their
products to Migros. Producers of other consumer goods followed
their example. A minor producer of cereal-based foods was forced to
stop supplying Migros after pressure had been exerted by other
wholesale customers. A dairy product co-operative wrote in a circular letter to its members that “Any organised dairy farmer who today
buys from a Migros travelling shop is guilty of treachery to his own
cause” (quoted according to Häsler, p. 42).

The middle-class competition also resorted to all means at its
disposal to dispose of Migros competition. The “Verein der schweizerischen Spezereienhändler” (= Swiss Grocers’ Association) exerted
pressure on wholesalers supplying Migros with the object of forcing
a supply boycott.the association of master bakers sent out threatening letters to workers employed by companies known to supply
Migros. Pressure was also exerted on the owners of publi-shing
houses in order to prevent the appearance of Migros advertisements
in the press. Local authorities were increasingly mobilised as allies
of the old-established shopkeepers and urged to raise official objections to Migros travelling shops on public health grounds claiming
that they did not come up to standard on hygiene. Other shopkeepers
threatened to send out travelling shops of their own and thus
provoke road traffic chaos.

Despite all this, the first positive effects of Migros on the general
level of prices were becoming apparent. LVZ began selling some

On 23rd February 1926 the Swiss Bundesrat (= government
elected by parliament) decreed that virtually all items of goods sold
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by the Migros travelling shops should be subject to the law as it
applies to door-to-door sales. However, the authorities in Zurich
proclaimed that “there is a public demand for the street sales service
provided by the Migros travelling shops and that it would provoke
unrest amongst the people if Migros were to be banned. All goods
offered by Migros are hygienically packed and marked in keeping
with the law.” (cf. Häsler, p. 44).

sympathy for moral support in the decisive battle of to be or not to
be in Bern.”

The debate as to how “door-to-door selling” was meant to be
interpreted in the law, and whether or not Migros travelling shops
were to be regarded as door-to-door salesmen continued to occupy
parliament for some time and remained unresolved after a ambiguous decision reached on 1st May 1928 (Häsler, p. 45). According to
this latest decision the Migros travelling shops were considered as
coming into the category of “itinerant salesmen” and thus remained
subject to the decisions of individual cantonal and communal authorities.
With the object of further reducing overhead costs Duttweiler
introduced the system of one-man-operating with the driver himself
serving the customers. To facilitate smooth and fast service even
without an extra salesman he switched to a system of odd weight
packages at round prices. This in itself was seen as something of a
risk at the time but the customers did not object. Daily sales
turnovers per travelling shop increased to 900 Swiss francs. By the
end of 1926 the sales range had expanded to 48 different items and
the number of service stopping points had been increased to 446 (cf.
Häsler, p. 45).

The strategy of populistic publicity was in fact to be one of his most
important weapons from now on. As far as Duttweiler was concerned, Migros was not just a commercial concern but also the vehicle
for social ideas.
Particularly that part of the anti-Migros and anti-Duttweiler
campaign which was fought out in the law courts provided Duttweiler with an ideal platform for putting forward politico-ideological
arguments in the cause of more economic freedom.
In 1927 Duttweiler brought out his first “Migros-Nachrichten” (=
Migros News) i.e. he used the advertising space in the press for
polemic articles.
This “newspaper within a newspaper” now began to appear
regularly on a twice weekly basis - at first in one or two Zurich
newspapers, but later in more than 30 newspapers throughout
Switzerland. His articles featured appeals, news items related to
Migros, and thought-provoking essays. Duttweiler made a point of
always addressing readers as thoughtful human beings and not just
as potential customers. He was highly skilled at blending product
information with more general publicity and was expert at putting
both across in a “human” manner.
2.4.

EXPANSION OF MIGROS

2.4.1. THE FIRST MIGROS SHOP
2.3.3. STRATEGY ON PUBLIC RELATIONS
Duttweiler pursued a highly skillful publicity campaign to counter the accusations made against him by his competitors and
overcome any obstacles they set in his path. He conducted e.g. a
number of lawsuits against consumer co-operatives and in doing so
transformed resistance to Migros into a vehicle for his own propaganda.
In 1926 Duttweiler launched a public appeal to the consumers in
which he implored them to give their signatures to “a declaration of
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The year 1927 (according to Riess; 1926 according to Häsler, p. 46)
saw the opening of the first Migros shop in Zurich. It was fitted out
with a minimum of expenditure. Indeed, authentic photographs
portray premises with extremely spartanic furnishings - namely old
crates - serving purely functional purposes. A one-way system
ensured that the goods which had been on stock the longest were sold
first and thus provided the best possible guarantee of freshness. A
date stamp on the packaging enabled customers to check up on this
claim.
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In that first year the shop accounted for 6.27 per cent of the total
Migros sales turnover but the following year this figure had reached
37.34 per cent and by 1935 was as high as 56.23 per cent. As early
as 1928 further shops were opened in Zurich, Schaffhausen, Aarau,
and Baden. The number of articles on offer as well as the size of the
staff continued to grow.

license fees required under the market and door-to-door salesmen
law of 1894. The government refused.In 1933 the BGB faction
(representing farming, trade, and, and liberal interests) in the
canton parliament submitted a motion calling for an increase in the
fees to be paid by travelling shops - the Zurich canton government
rejected the motion by 106 votes to 6.

In 1929 Migros began to move into St. Gallen under the management of Otto Kreis, and Emil Rentsch opened Migros Basle. In 1930
Migros attempted to establish a foothold in Bern in the face of
extremely fierce opposition.Indeed, the number of Migros detractors
grew with the success of Migros itself. Meanwhile even major groups
and producers of branded goods had begun to use their influence on
public authorities to act against Migros. Migros travelling shops
were impounded, local dues payable by Migros shops were increased
out of all proportion.

Also in the year 1933 the top committee from the association of
communal presidents in the canton Zurich submitted that Migros
should be required to pay dues amounting to 300 Swiss francs per
travelling shop in order to compensate for the loss in tax revenues
from locally established grocers. However, this demand also had to
be withdrawn because it was not possible to prove that there was any
existence-threatening loss of business involved (cf. Häsler, p. 48).

Again Duttweiler appealed to the general public for support - this
time with an article under the title “Heiliger Bürokratius” (= sacred
bureaucracy). Again this time the housewives were the main target
group, just as they were for his first “ultimatum”.In his polemic
formulation he ironically argued that Migros shops were not to be
permitted in Bern because Bern was more respectable than Zurich
and more progressive than Paris. But: “Let the women of Bern
decide.” He wrote confidently “these ladies will sweep out the sacred
bureaucracy with a swift broom.” (quoted according to Riess, p. 120
et seq.).
On learning that the Bern newspapers had refused to print his
article Duttweiler hired a pilot to scatter leaflets over Bern from the
air.
Duttweiler was confronted with further obstacles and lawsuits
during the years following and he continued to fight his campaigns
with leaflets. Even after the Supreme Court decreed on 23rd January 1931 that it was not permissible to ban or hinder Migros’
travelling shops Duttweiler’s opponents were not willing to give up.
In 1932 the Association of Traders supported by retail shopkeepers and grocers called upon the canton government to increase the
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Nevertheless, the battle to extract higher dues from Migros
continued until the year 1936 and was extended. In 1933 the law
prohibiting the opening of branch shops dealt a further blow to
Migros and the other large firms in retailing.
2.4.2. MIGROS STARTS OWN PRODUCTION
A new phase in the battle began when Duttweiler - reacting to the
pressure of boycotts and customs duties - decided to open his own
production facilities for yoghurt, fruit drinks, biscuits, chocolate,
and similar products. He was supported in this new field by Gottlieb
Lüscher who assumed responsibility for finding suitable production
works as well as for the reconstruction and reorganisation of the
companies concerned.
The first such company to be taken over in the year 1928 was one
engaged in the production of fruit drinks which very soon became
widely popular. For reasons of principle, Migros refused to become
involved in the production and sale of alcoholic beverages: “It is not
through the patriotic drinking of spirits that we shall be able to
finance the old age pensions but rather through the strong working
capacity of a healthy nation which has not been contaminated in its
marrow and seed by alcohol”, was Duttweiler’s formulation (quoted

495

Johanna Setzer

The Consumer Co-operatives in Switzerland

according to Häsler. p. 50). “Thorough chewing”, “natural products”,
and “best quality starting products” were favoured instead. The
health of the people became a Migros postulate.

competitive product, and in doing so convinced themselves of the
price advantage offered by Migros. Similarly, when seeing “Hag”
coffee they were reminded of “Zaun” coffee - and thus in a certain
sense the competitors were unintentionally advertising for Migros
also.

In 1929 the production of Eimalzin - a substitute for Ovomaltine
- was started , and in 1931 Migros began producing its own yoghurt
for sale at 15 Swiss cents at a time when the established retail
market price was 45 cents. The consumption of milk products went
up rapidly as a result.
That same year Duttweiler acquired an empty factory building
and together with Heinrich Spörry founded the chocolate factory
Jonathal, where from now on the Migros chocolate brand “JOWA”
was produced. In 1942 the partnership with Spörry was terminated
and Duttweiler moved his own chocolate production to Meilen. A
further branch of Migros own production - that for pastries. cakes,
and biscuits - had to be expanded to nine major regional bakeries
backed up by 30 Migros home bakeries in order to keep up with the
enormous consumer demand for these products between 1948 and
1972. (cf. Häsler, p. 52).
When he began manufacturing his own products Duttweiler did
more than just set himself up in direct competition with major
groups and the producers of branded goods. He went a step further
to provoke their anger by using packaging and brand names which
parodised their established brand names. For example, he named
his new detergent “Ohne Henkel” (which in German also means:
without handles) as a jibe at Henkel, the manufacturers of the
competitive product “Persil.” The Migros coffee was marketed under
the name of “Zaun” (= Fence) in direct competition to the well
established coffee “Hag” (which in German is a synonymous word for
fence). The Migros scouring powder was introduced as “Päng”, this
word in German being a play on the name of a very well known
competitive product “Vim.”
By this means the problem of product advertising (which had
originally been scorned as an unnecessary expenditure) was solved
in keeping with Duttweiler’s spirit of creative and psychologically
skilled provocation. Consciously or subconsciously, the consumers
seeing the Migros product automatically related it to the branded
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However, apart from initiating an association of ideas on the part
of the consumers this policy also provoked the filing of a whole host
of lawsuits against Duttweiler by competitors. Duttweiler defended
personally against these actions and very soon was attributed with
the reputation of being a law court fanatic. His friendly biographer,
Riess, seeks to exonerate Duttweiler on this point:
He argues that quite apart from Duttweiler’s justifiable indignation over these lawsuits, the role of business objectives should also
be taken into account. But over and above this Riess believes that the
ultimate aim of the Duttweiler propaganda machine was to expose
iniquities. That such iniquities, namely excessively high prices for
branded goods, did in fact exist was borne out, for example, by a price
comparison for dairy products, meat, and vegetables drawn up by an
independent commission in 1932 (cf. Riess, p. 140 et seq.).
With German encouragement Duttweiler set about establishing a
Migros organisation in Berlin in 1932. Initially launched with 85
travelling shops, this venture started off very successfully and
brought about an appreciable reduction in middle man profit margins. However, after the Nazis seized power in 1933 furtherdevelopment plans had to be abandoned for political reasons. In the face of
increasing pressure from the authorities as well as threatening
behaviour and SA terror at the travelling shop stopping points
Duttweiler decided to liquidate Migros Deutschland after two years.
When in 1933 Duttweiler suffered (an intermediate) defeat in
court in the case against Henkel, the gloating which followed in the
co-operative press prompted him to polemise:
“Gentlemen of the Consumer Co-operative Union, We are proud
to be in the pillory. We feel the spirit of the Rochdale Pioneers at our
side. Although we have grown big we have remained true ...” (quoted
according to Riess, p. 144). It is an interesting indication how much
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the positive image of consumer co-operation always remained a
positive reference point for Duttweiler’s maverick crusades.

protection of consumers’ interests, the subordination of special
interests to the common good, and a price freeze.

Legal disputes with major groups dragged out over the years and
usually ended with Migros being ordered to pay a paltry sum in
damages and ordered to make certain modifications in their advertising. At the same time, however, the Migros case would be seen in
an essentially positive light. Therefore, the attacks launched by the
major concerns finally boomeranged to provide free publicity from
which Migros benefited the most.

As a counter to slurs from his opponents that he was entering
politics in order to promote his own business interests he took the
first big step in the direction of the later co-operative formation in
that he transformed Migros AG into a non-profit making organisation. Pamphlets were distributed to inform the public at large that:
“The shareholders’ meeting of Migros AG has resolved to amend the
statutes and in future to claim no benefits or interest for themselves
from the capital, but rather to dedicate the organisation to the
service of universal and non-profit making causes. We trust that by
doing so we are serving the interests of all in general ...” (quoted
according to Riess, p. 224).

Duttweiler’s “market-messianic obsession” (this is how the Swiss
Federal Commission on Prices described Duttweiler’s dedication to
the cause, quoted according to Riess, p. 173) did result in success
because Migros grew and grew whilst the general level of prices fell.
2.4.3. DUTTWEILER FOUNDS A POLITICAL PARTY
Duttweiler’s interest in politics developed during the course of his
many court cases against competitors, and during that of his protracted struggles against trade restrictions and limitations, which,
with the passing of the law prohibiting new branch shops in 1933,
were meanwhile being imposed on Migros at federal level also. The
founding of the “Movement of Independents” in October 1935 and
Duttweiler’s candidature for the lower house of parliament may be
regarded as the consequential reaction to the external politicisation
of the Migros battle campaign which had once been conducted on an
economic basis. However, the direct “appeal to the people” and the
call for popular referendums which became the trademarks of his
political movement suited Duttweiler’s personal combative temperament very well.
Neither Duttweiler nor the Independents stood for radically
oppositional demands. Even Riess concedes: “The manifesto which
he brought out could just as well have come from almost any of the
other parties” (p. 225). It was only in the context of Duttweiler’s own
particular interests, namely trade and related fields, that novel
political demands were aired: the promotion of exports and tourism,
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To compensate for the time he devoted to his political activities
and was thus not available to Migros, Duttweiler waived the right to
half his salary.
During the course of his election campaign Duttweiler addressed
several meetings. On these occasions he showed himself to be a
speaker who knew very well how to play upon the emotions of the
crowd.
After a year in Bern it became apparent in 1936 that the loose
association of the Independents was not sufficiently effective and
that a more disciplined organisational form was absolutely essential. And so it came to the foundation of the “Landesring”, an
organisation which presented itself not as a new party but instead
claimed to constitute “the core of a new popular community” (cf.
Riess, p. 229 et seq.). This formulation came dangerously close to the
vocabulary used in those days by the fascist governments. Also some
of Duttweiler’s ideas were the echo of slogans that favoured “Gemeinnutz vor Eigennutz” (the common good over individual profit) and
“schaffendes statt raffendes Kapital” (creative instead of parasitical
capital). However, his emphasis on free trade and political democracy gave these ideas a particularly “Swiss flavour”.
Duttweiler attached particular emphasis to the “obligations of
capital” and the freedom of trade and commerce in the “Landesring”
programme:
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“9.

Capital has obligations to the people’s community. The greater
the economic power of the individual, the greater his obligation
towards the public at large. Achievement and risk alone have
any claim to reimbursement and profit. With the acceptance of
these obligations capital wins the approval of public opinion which in a democracy provides the only basis for his security.”

“11. The preservation of freedom for trade and commerce is a
prerequisite for a thriving economy:
a) in the face of trusts, cartels, and unions as well as against
other organisations striving to attain a monopolies. In cases
where legal or effective monopolies are permitted, these
should be subject to monitoring by the state and should be
obliged to publish their accounts;
b) in the face of the state as entrepreneur. The state itself
should not be allowed to assume any further entrepreneurial
functions unless it be on the basis of a popular referendum.”
Particular attention was directed towards the role of the mass
media whose function it should be to serve the interests of presenting
facts without fear of reprisal, and who themselves should be subject
to control through the “active support or criticism” of the readers.
It should be no longer the advertisers and managers who determine the course of the press, but rather the readers as paying subscribers because “the press and the radio are the most effective instruments for ensuring the enforcement of unwritten social and ethical
laws both in politics and in the economy.” (cf. Riess, p. 229 et seq.).
The “Landesring” succeeded in achieving a certain political respect. Duttweiler himself soon became one of the best known - though
not necessarily the most popular - man in Switzerland. With his
pointed remarks and provocative actions he succeeded time and
again in both winning strong support and provoking considerable
resistance. Very often the divisions in parliament amounted to
nothing more than voting for or against Duttweiler. It was particularly through his strong desire to show off and his authoritarian
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style of leadership that he provoked opposition. He was a crusader
for economic democracy but he himself led both Migros and the
“Landesring” like a dictator. He preached co-operative philosophies
but was himself a big capitalist. He could enchant the crowds but
scarcely bothered about contact with even his closest business
associates.
2.4.4. NEW LAWS TO RESTRICT MIGROS
Once it became apparent that Migros was not going to be crushed
by legal restrictions at local and regional level, Duttweiler’s opponents began to seek support at federal level. In this context the world
depression was of some significance since in many countries it had
already prompted the national government to prohibit the opening
of new branch shops and barring the way to new would-be retail
traders.
In 1933 the SDV (Swiss retail traders’ association) demanded that
“an emergency decree be passed to prevent the further growth of
department stores, door-to-door selling, and travelling shops.”
(quoted according to Häsler, p. 56). An urgent parliamentary resolution should impose a ban on the opening of department stores and
single-price shops. These planned restrictions to the freedom of
trade and commerce embodied in the federal constitution were
sponsored by - amongst others - the Swiss National Conservative
and Liberal party, which saw the struggle against Migros as a “vital
question for the entire middle class.” (Similar measures were taken
at about the same time by the dictatorial governments of neighbouring Germany and Austria.)
Although recognized experts on constitutional law were by no
means in agreement as to whether such a law would be constitutionally acceptable or not, “lex Migros” - which prohibited the opening
of branch shops - was passed on October 14th 1933. Thus, according
to resolution by parliament, for an initial period of two years it would
no longer be possible to open new department stores, single-price
stores, or branch shops, or to extend the already existing premises
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of such shops. Since the law took effect retrospectively from September 5th 1933, any new openings which had been effected in the
meantime in anticipation of the law had to close down. Immediately
after this law came into force Duttweiler set about the task of
thwarting its extension beyond 1935. In this crusade he appealed for
support from regional authorities, retail traders, and the general
public. On May 11th 1934 he addressed an appeal to the consumers
asking them once again to present a petition declaring their support
for Migros. Along with the prohibition of branch shops he made the
still raging war on dues subject of this vote: the consumers should
demand that the authorities do not burden efficient and willing
enterprises with special taxes.

founded the “Schweizerische Konsumenten-Liga”(SKL) (= Swiss
Consumers’ League) with the declared objectives of lowering the cost
of living and obtaining a greater say for the consumers.

Up until August 1934 a total of 270,000 signed declarations had
been received with 115,000 coming from the canton of Zurich. Even
then the dues war was still not over. With effect from January 1st
1935 the town of Zurich trebled the taxes payable by Migros travelling shops. The Migros appeal was rejected on formal reasons. A
further increase proposed in February that same year was shelved
in view of Duttweiler’s sensational election success in 1935. Finally,
a referendum held in Zurich in 1936 rejected the taxation of Migros
by 86, 357 votes to 38,519. In fact, Duttweiler’s populism was well in
tune with the peculiar system of direct (referendum) democracy
prevalent in Switzerland.
The fight against the law prohibiting the opening of branch shops
was less successful in its outcome. The effect of this legislation was
felt mainly by the most aggressive competitor in the market, i.e.
Duttweiler’s Migros. However, it was equally directed against other
leading retailers and consumer co-operatives. But these latter
parties were slow to take up cudgels on this matter, and when they
did they took great pains to distance themselves from Duttweiler. On
January 18th 1934 some 15 organisations banded together under
the leadership of VSK to launch their own appeal for signatures
supporting a repeal of the law prohibiting the opening of branch
shops. Ably supported by the social democrat political party and the
trade unions they managed to collect 570,000 signatures favouring
the co-operative movement and condemning the law against branch
shops. In the summer of that same year a lawyer, Walter Bächs,
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However, the law was extended in 1935 and remained in force
until the end of the Second World War, although small consumer cooperatives enjoyed exemption.
2.5.

DUTTWEILER’S ECONOMIC INITIATIVES

2.5.1. THE CHEESE-BUTTER PLAN
Before the First World War Switzerland’s export trade was
earning the country one billion francs per annum. During and after
the First World War the country’s annual export earnings rose to
between two and three billion francs, but from the year 1930
slumped to around 0.85 billion and fell well below the billion mark
in the years 1935/36.
Cheese exports were particularly hard hit. Valued at 70 million
francs in the years 1914/15, they were earning only 34 million in
1935/36. Meanwhile chocolate exports dropped in value from 45
million to a mere one million over the same period, and exports of
condensed milk fell from 44 million to 5 million francs per annum.
This was mainly because foreign cheeses, although of inferior
quality, were much cheaper than Swiss cheeses.
Parallel to these developments, and in an effort to ease the lot of
the farmers and cheese producers, Switzerland put a brake on the
import of cheap butter. Between the years 1928 and 1931 the import
duties on foreign butter were increased eightfold.But this policy in
turn only served to aggravate Switzerland’s export crisis - for
example as far as the watchmaking industry was concerned. Those
countries who felt themselves disadvantaged by Switzerland’s attitude to foreign butter reacted by introducing restrictions on the
import of Swiss products. It was all part of the early 1930’s turn
towards regulated agrarian markets and the breakdown of interna-
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tional trade in the “great depression”. However, in concrete terms
Switzerland’s export crisis could be seen as a butter crisis.

“cautious going ahead” with the compensation deal of cheese against
butter. However, the plan was bitterly opposed by the cheesemakers’
association, who since the First World War had enjoyed a monopoly
as far as cheese exports were concerned, and who stood firmly in the
way of any freeing of the market prices as well as ensuring that
initiatives on the part of newcomers to the trade were blocked. In the
end the lower house of parliament gave its approval to Duttweiler’s
cheese-butter plan but restricted its implementation to “as and
when necessary” with the result that the prescribed measures were
not adopted until almost too late and the success achieved was not
of a lasting nature. The confrontation with the cheesemakers’
association carried on until the year 1942.

Two “butter conferences” were held as early as in 1932 with the
object of finding a solution to the butter problem. These were
attended by the butter producers, the importers, VSK, and Migros.
Bernhard Jäggi, president of VSK, was appointed head of “Butyra”,
a central office set up at the time to supervise the supply of butter.
Jäggi was soon to be branded by Duttweiler as an “accumulator of
public offices.”Duttweiler himself continued to oppose the strategy
of maintaining the high market price through the imposition of
higher import duties.
In 1933 Duttweiler submitted the proposition that the surplus
butter should be boiled down and offered on the market at a special
price. This measure would reduce warehousing costs, encourage
consumption, and would be in the interests of the health of the
nation, particularly so since the cheaper cooking fats and vegetable
oils were more wholesome. For this reason fresh cooking butter
should be imported and the thus accrued customs revenue used to
compensate for the deficit incurred by the butter melting process.
However, the Duttweiler plan was rejected by the majority of
Butyra representatives. A trial boiling down conducted by ZVSM
(the Central Union of Swiss Milk Producers) was abandoned and the
idea of Migros assuming responsibility for the boiling down process
was quashed in order to prevent Duttweiler achieving any new
success.When a subsequent fat conference in 1934 failed to come up
with any solutions, Duttweiler announced on December 12th of that
year that he would now make boiled down butter available at cost
price. This paved the way for ZVSM to receive the necessary
subsidies and in February 1935 Duttweiler’s original proposition
was put into effect.

Yet Duttweiler’s attempt to go towards meeting the interests of
both the consumers and the producers was not an isolated case.
Under the wing of Heinrich Schnyder the numerous actions initiated
by Migros were consolidated and structured from 1932 onwards
within the framework of an “agricultural programme.” Migros
established a good name for itself as a distributor of agricultural
products obtained directly from the producers through agricultural
co-operatives. By this means the path taken by the goods between
the producer and the consumer was considerably shortened, the
quality of the goods improved, and in the case of some products, new
market outlets were opened up. Migros paid better prices to the
producers across the board, but by virtue of the higher turnover in
goods was able to sell to consumers at low prices.
“Here we have an economic system which has already been proven
in practice through public approval - without external pressure and
without subsidies ! This is the Migros programme”. Thus commented the “Migros-Brücke” newspaper dated 26th January 1933
(quoted according to Häsler, p. 65).

Encouraged by this victory, Duttweiler called for increased and
improved cheese production and also the readmission of butter
imports in the furtherance of his cheese-butter plan. The difference
between the prices for imported and home produced butter should be
used to help finance the cheese exports. In November 1935 a
committee of association representatives decided in favour of a
504
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2.5.2. THE “HOTEL-PLAN” SCHEME

2.5.3. THE GIRO SERVICE

Encouraged by Nehring, Duttweiler also turned his attention in
1934 to the Swiss hotel branch which had also been hit by the world
depression. He drew up a hotel plan - known as “HOPLA” - which like
the Migros organisation would rely on reduced prices and improved
service to customers to increase turnover.

The Giro Service was yet another of Duttweiler’s initiatives - in
this case for the benefit of the small private tradesmen. Small
grocers were encouraged to band together with producers willing to
co-operate to form a common giro service and to pursue a common PR
policy. Just as in the case of Migros, excessively priced branded
goods were to be replaced by comparable quality but cheaper
products and the sales turnover to be increased by price reductions.

Borrowing ideas from Italy’s (fascist) “Dopo Lavoro” movement
and the “Kraft durch Freude” organisation for the promotion of mass
tourism in the then Nazi Germany, Duttweiler sought to organise
mass tourism on an individual basis for the more individualistic
Swiss public. The idea was that the tourist should pay an allinclusive price but still have the privilege of making his own
individual choice from the holiday arrangements on offer. The hotel
and boarding house proprietors were to be given guaranteed block
bookings and an offer of co-operation and immediate publicity was
extended to all those engaged in the tourist industry provided that
they were prepared to reduce their prices accordingly. In order to put
“HOPLA” into effect Duttweiler founded a co-operative.
An early venture in Lugano was a resounding success. All those
involved experienced considerable increases in turnover and the
level of holiday bookings was greatly enhanced.
The years 1935 and 1936 saw a rapid expansion of the “HOPLA”
organisation with the number of holiday-makers increasing from
48,000 to 65,000 including foreign visitors from the Netherlands,
France, and Sweden. Duttweiler intensified his activities in this field
in 1937 when the influx of tourists began to slow down, but then the
slump in tourism induced by wartime conditions set in.
During the Second World War the “HOPLA” organisation was
able to take on certain wartime economy functions within the Migros
rationing system. After the war it took again an important role in
tourist industry.
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Migros supplied the Giro shops with goods although the latter
were still free to purchase from other suppliers too, and indeed even
sold alcohol. On condition that the shops retailed at Migros prices,
Migros allowed them an 8.5 per cent rebate.
Despite a boycott organised by USEGO, 43 of the 66 shops
participating in the Giro Service were able to increase their turnover
by 100 per cent whilst 15 were able to increase theirs by more than
200 per cent. Five of the shops achieved a 50 per cent increase, and
only 3 did not have any success at all. The wholesale purchasing
centre for the Giro Service, “Waren-Giro-Genossenschaft”, recorded
a turnover of 126,000 francs in April 1938, and this grew to around
300,000 francs per month by December of that same year to give an
annual turnover of more than 2 million francs for 1938 (cf. Häsler,
p. 88).
Unfortunately, however, the small shopkeepers involved showed
themselves to be incompetent in many respects, and even special
training courses did little to improve this situation. As a result
Duttweiler had to face criticism from his friends who said that he was
organising “doomed existences” (Reiss, p. 249), whilst the manufacturers of branded goods and the trade associations accused him of
constructing a Migros in a new guise with the ultimate aim of
circumventing the law prohibiting new branch shops.
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2.6.

THE SECOND WORLD WAR

2.6.1. EFFORTS TO SECURE THE NATION’S VITAL
SUPPLIES
After the First World War Switzerland pursued a policy of restricting imports by means of a limited quota system with the object
of protecting the domestic economy. This system was designed to
prevent the flooding of the home market with cheap goods from
countries abroad whose currencies had been greatly devalued (Germany, for example). In effect two systems were in operation at the
same time. In some cases certain quotas were allocated to one or two
companies whilst in other cases unrestricted imports were allowed
but were subject to steeply increased import duties. This limited
quota system proved to be a major hindrance as far as securing vital
supplies for neutral Switzerland both before World War II and at the
time of the outbreak of that war. Duttweiler pleaded early on for the
stockpiling of wartime supplies of food and raw materials but
without success. In the lower house of parliament the Independents
tabled a motion to secure the country’s supply needs, but the speed
at which parliamentary business progressed was slower than that of
political developments in Europe. In the February of 1938
Duttweiler resorted to the columns of “the newspaper within a
newspaper” with a direct exhortation to the housewives to lay in
ample stores - a move which prompted severe criticism from his
opponents. “Duttweiler is encouraging hoarding,” it was said. This
amounted to a “cynical exploitation of a historical crisis for the
purposes of an egoistical business policy”, commented the “Neue
Züricher Zeitung.” (quoted according to Riess, p. 265).
The fact that to some extent stocks were laid in as advised by
Duttweiler was mainly due to private initiative. Just prior to the
outbreak of war the world market prices for bread and grain were not
high, spot cash was on hand in Switzerland, and many traders were
guided by their business sense i.e. their “sense of responsibility” as
Riess chose to call it. Migros also bought in stocks on a large scale,
stockpiling goods to the total value of 7.2 million francs. From 1936
through to May 1939 Migros was able to keep its prices stable.
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The main difficulty in the context of accumulating wartime
supplies turned out to be a lack of suitable storage space. Here again
Duttweiler came up with an original idea. He proposed that grain
should be stored in sealed containers to be submerged in the Swiss
lakes. It was in the face of bitter opposition from his critics that he
had the first contingent sunk in Lake Thun.
In May 1939 Duttweiler founded the “GERONA” co-operative for
the purpose of procuring and storing foodstuffs and raw materials.
In the event of future supply shortage members of the co-operative
would be entitled to draw rations to the value of 100 francs.
Duttweiler was also early to recognize the need to build up an
effective anti-aircraft defence system. As far back as 1936 he had
founded a co-operative as a tribute to the memory of the Swiss pilots
Bider/Mittelholzer/Zimmermann with the main objective of training young pilots. But this project failed due to a general lack of
interest and support. Once the responsible authorities recognized
the the urgency of the situation it was already too late.
According to the London Declaration (1920), Swiss neutrality was
defined in a way that the Swiss were not required to co-operate with
any military sanctions imposed by the League of Nations, but were
obliged to support economic sanctions. Duttweiler was strongly
opposed to this latter requirement, and particularly so after both
Germany and Italy had withdrawn from the League of Nations.
After the Nazi occupation of Czechoslovakia and the signing of a
non-aggression pact by Nazi Germany and the Soviet Union, the
whole of Switzerland was put on a state of alert and a military
general was appointed. All available warehousing facilities were
requisitioned by the state, all forms of private flying prohibited, and
the country’s international frontiers sealed off. Meanwhile the
entire population was scared into panic buying. Following the
expiration of the Franco-British ultimatum to Hitler the Swiss army
was mobilised. In the USA prices suddenly began to spiral upwards
as a reaction to the war in Europe, and for Switzerland the period of
wartime economy began. As it turned out, all Duttweiler’s warnings
had been fully justified: the supplies which the country had on stock
were nowhere near adequate.
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Surrounded by Hitler’s Germany and Mussolini’s Italy, Switzerland’s supply situation became increasingly precarious. The only
advantage to be seen in such a situation was Hitler’s interest in
Swiss machines and in the free passage of German trains carrying
coal to Italy. Thus the blockade was never really complete.

cartels hampered free trade - a situation which Duttweiler was
violently opposed to. Time and again he pleaded for the individual
entrepreneurs to be given a free hand, for the freedom to purchase
on the world market, and for service- related pricing.

In 1939 Duttweiler was able to claim yet another political victory.
His Independents performed highly successfully in Zurich where
nine of their members were elected. Even after the imposition of
restrictions on holding meetings as from July 1940 Duttweiler
continued to address meetings. His subject meanwhile was that of
democracy - which could only be guaranteed by the will of the Swiss
people to be free.
Switzerland’s understandable interest in coming to a working
arrangement with the Nazis has been grossly overrated by some
people. It was in this connexion that Federal President Pilet-Golaz
met members of the rightist Swiss National Movement - “Nationale
Bewegung der Schweiz” - a meeting which was subsequently made
subject of a parliamentary investigation with the Independents
calling for the president’s resignation. When the contents of the
official commission report on this matter were leaked and a public
scandal broke out, Duttweiler was accused of breaking his word and
the Lower House ordered that he should be excluded from the
commission. Duttweiler resigned his parliamentary seat in protest.
During the war Duttweiler supported several charities for the
benefit of the children. Towards this end certain luxury items were
offered at elevated prices and carried the Red Cross stamp. Duttweiler made the money value of these items available to the Red Cross.
But even in this instance his gesture was met with suspicion. At first
the charity organisation did not want to accept the sum of two
million francs offered. Then Duttweiler’s opponents had spread the
word that he was demanding supplier status for Migros in return.
Also towards the end of World War II and even afterwards
Duttweiler continued crusading for political and commercial freedom. After the lifting of censorship the call for political freedom was
relevant to the continuation of wartime economy conditions which
persisted in Switzerland even after the war was over. Rationing and
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On many occasions he succeeded in circumventing the bureaucracy on individual issues and went on to prove the legitimacy and
effectiveness of his claims. His refutation of the argument that eggs
would not keep fresh sufficiently long to permit transport over
longer distances was one such case in question. This argument was
put forward by the bureaucrats and by the egg purchasing syndicate.
It was proving to be a major stumbling block in the way of importing
eggs into Switzerland. Duttweiler purchased large quantities of eggs
through an office which he had opened in New York, arranged for
their safe transport to Switzerland. and instructed the Swiss housewife on how eggs may be safely stored with the result that his
initiative did not end with “rotten eggs” as had been predicted, but
instead with business and political success. Shortly afterwards the
ban on the import of eggs was lifted.
2.6.2. THE DONATION
In June 1940 Duttweiler decided to transform the entire Migros
organisation into a co-operative by donating it to his customers. On
the advice of his wife he was to retain only the Basle-based Gottlieb
Duttweiler production plants as his own private property.
His biographer, Riess, claims (p. 294 et seq.) that Duttweiler’s
motives for acting in this manner were prompted by circumstances
prevailing at the time, and the fact that he had remained childless.
At that time nobody knew whether, and if so when, Hitler might
occupy Switzerland. It was thought that in co-operative organisational form Migros may have a better chance of not being taken over by
the Nazi invaders than it would if it were in private ownership.
But Duttweiler’s opponents saw the donation less as a gesture of
goodwill than as a bid for economic advantages. They argued that
Duttweiler had decided to make this donation in order to get round
the law prohibiting the opening of further branch shops. It was also
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suspected that he wanted to dodge paying equalising tax - which
amounted to between 2/1000 to 5 per cent of the turnover of retail/
wholesale traders, and which was used to finance the creating of new
jobs and also the national defence. It was even said that Duttweiler
had acted out of fear of his own economic power and a resignative
disinterest in the object of his own creation. There was also opposition to the donation from within the ranks of Migros employees,
some of whom even left Migros in protest after many years’ service
- like the lawyer Walder, for example.

known as “Dossier B”) that Duttweiler had instructed him to bribe
the communists. It was claimed that the sum of 5,000 francs had
been paid to Leon Nicole, the leader of the communist party in west
Switzerland.

Legal and other aspects involved made the donation an arduous
process. In the first place Migros AG had to go into liquidation and
the enterprise had to be founded again as a co-operative. The
customers had to be convinced of Duttweiler’s good intentions and
then won over as members. At the time of the liquidation it was
revealed that the hidden reserves - thought to be in the region of 4
- 5 million francs - in fact totalled 13.5 million.
Starting in July 1942 Migros brought out a new publicity organ,
initially in the form of a weekly journal known as “Wir Brückenbauer” (= We Bridge Builders) for circulation amongst members and
supporters of the co-operative. This journal claimed to throw a
bridge between the producers and the consumers.
In 1943 Duttweiler attempted to apply the Migros principle to the
clothing industry. A total of 7,500 co-operators and 17 retail shops
were involved in this experiment which was finally brought to an end
with a scandal (alleged swindling) and the dismissal of one of the
shop managers.
2.6.3. THE BLOCH AFFAIR
Marc Bloch was a man who amassed a fortune during the Spanish
Civil War by supplying arms to the Red Army and who continued to
remain in contact with the communists afterwards. During World
War I he had been a shipping agent, and in this capacity had
rendered valuable services to Duttweiler.
This contact with Bloch led to a crisis in Duttweiler’s relations
with the Independents in 1943 when Bloch alleged (in what was
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Duttweiler’s version of the story was that he and Nicole had in fact
met twice in 1941, but his motive had only been to win the communists over to support the Independents. Everything else was “lies
and distortions of the facts.” (quoted according to Riess, p. 331)
“Dossier B” caused a major sensation within the ranks of the
Independents where nobody had even known about these contacts.
Duttweiler’s unauthorised conduct released anger which had been
long smouldering in many of his colleagues and political associates.
Similarly, the party attitude to the communists was a subject of
conflict between Duttweiler and other Independents who had long
suspected left-wing tendencies in Duttweiler, and who unlike him,
had voted in favour of a ban on the communist party.
But according to Riess (p. 333) it was the lack of contact between
Duttweiler and his associates - rather than any of the latest allegations - which set the stage for “Dossier B” spark of the crisis.
Whilst when addressing meetings Duttweiler gave the impression
of being both open and direct, he appeared to his associates as being
a distant man who preferred to avoid any intimate contact. He was
frequently unjust in the way he treated subordinates and associates,
and they were hurt by his despotic behaviour.
Now this lack of communication led to a full scale revolt led by
Duttweiler’s closest associate, Walder. In a personal letter the latter
raised serious accusations, and he also approached the faction
directly with the complaint that Duttweiler had been using election
funds without authority and for unacceptable purposes. Since this
scandal would unavoidably become an election issue, it was argued
that Duttweiler should withdraw his candidature for the coming
election on 8th October 1943. There followed a trial of strength
between Duttweiler and his opponents with Duttweiler claiming
that the very idea of his withdrawal would only serve to encourage
their common political opponents and split the Independent faction.
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The issue was finally resolved by the drawing up of two lists, one
with Duttweiler and one without. Duttweiler the publicist did not
miss the opportunity to capitalise even on this serious conflict as “a
kind of family quarrel.”

reputation in public. The election resulted in Duttweiler’s independents polling more than 500,000 votes whilst competing and other
independents did not even win half that number.

Nevertheless, he was personally deeply hurt by the accusations,
and he was convinced that the attacks were unjustified. He claimed
in a letter to Walder that he had foreseen “a fateful development”
and thus “had sought refuge in minor relationships.” (cf. Riess, p. 337
et seq.). Both with regard to his position in the “Landesring” as well
to his post in Migros he had “placed himself in the hands of other
men, because a major problem can never be solved by falling back on
a shareholder majority, a binding party parole, or some kind of
pressure, but only by moral strength and through the use of intellectual and moral authority.”
Duttweiler bitterly commented that he simply could not believe
that these events were to be seen as the typical “democratic phenomenon of ostracism. How simple it would all be if just I could be got out
of the way but everything else remain intact.”
Later, with the advantage of ten years’ hindsight, Duttweiler
reassessed the situation quite differently. “It had to happen because
people did not reason any more, they simply acted against - collectively at that - the person in question. A good example of such an
instance is that of Julius Caesar and Brutus. As head of state Caesar
had been of enormous service to the state, but as the only person who
had the situation in his grip he simply had to go.”
As it turned out, events in the year 1943 took a less dramatic
course. A lawyer investigated the accusations made against Duttweiler before the party delegates met on 30th September. A committee had meanwhile submitted its report which found that, apart
from having made paltry donations to the (banned) communists,
Duttweiler’s conduct had been correct. Riess notes at this point: “This
put an end to the plot against Duttweiler. Caesar had not fallen.”
Once he had convinced the party delegates’ meeting, Duttweiler was
the first to make a statement on October 8th regarding the ominous
dossier. With the aid of supporters headed by E. Jäckle, chief editor
of the weekly newspaper, “Die Tat”, he succeeded in defending his
514

In 1949 Marc Bloch was arrested in connexion with the bankruptcy of “Maritime Suisse” - one of Duttweiler’s less fortunate commercial enterprises, namely an attempt to move into international
shipping. Bloch was not sentenced until 1956, however.
2.7.

MIGROS IN THE POST-1945 PERIOD

2.7.1. ECONOMIC EXPANSION
On January 1st 1945 (after the law prohibiting new branch shops
ceased to be effective) Migros was officially recognized as a mutual
assistance institution.
Now Duttweiler took up the cause of reestablishing the pre-war
real wage. Together with his associate Munz he pleaded in a
publication for full employment and the entitlement to employment.
He urgently warned against the danger of hidden or open inflation
(as was threatening the USA in 1946).
In June 1945 Migros took over the food bottling and canning plant
at Bischofzell. Despite a desperate shortage of raw materials this
plant was showing good business results as early as 1946.
Already by 1946 the worry of unemployment had given way to
that of a labour shortage as a national problem. There were numerous unfilled vacancies in government service and in agriculture. The
housewives had to put up with long waits when they went shopping.
This was a situation which amounted to something of a major
challenge for an enterprising man like Duttweiler. He dispatched a
delegation of the Migros-Co-operative Union to Italy, opened a
recruiting office in Trentino, and after having been given the green
light by Bern, channelled 2,500 immigrant workers from Trentino
into Switzerland before the end of 1946 to take up employment as
household helps and in agriculture.
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When the Korean War broke out in the June of 1950 the price of
raw materials shot up on all world markets - a situation against
which Duttweiler had been warning in vain. The wholesalers chose
to hold on to their stocks, partly out of the fear that they may not be
able to buy in any more, but partly in the hope that they would be
able to sell at a higher price later on. Foodstuff prices increased in
leaps and bounds: fine crystal sugar by 16 per cent, coffee by 32 per
cent, and tea by 14 per cent: a kind of wartime economy mood gripped
the country again almost overnight.

This project, which incorporated very minor modifications to
cater for specifically European shopping habits, proved to be so
successful that two further self-service shops were opened that same
year. The subsequent popularity of this type of shopping will be
readily apparent from the following figures:

In the main, however, the favourable economical climate prevailed, and as from 1952 there were clear signs of an approaching
economic boom. West Germany began experiencing its “economic
miracle” whilst in Switzerland the standard of living was improving
continually too. In the year 1953 a total of 552,000 Swiss were now
either regular salary or wage earners, this figure being 53 per cent
up on the pre-war total. Despite inflation the Swiss national income
in 1952 amounted to more than 20 billion francs.
Migros also profited from this general boom in consumer goods
sales. Despite rising prices and careful calculating (11 per cent for
own expenses) the Migros organisation continued to expand. New
products were being taken on all the time - for example the “Turissa”
sewing machine (1952). Meanwhile each member of the Migros
front-line sales staff was turning over on average 700 francs per day
- and the sales continued to increase. Duttweiler himself began
placing even greater emphasis on the policy of buying in directly
from the farmer producers and alone in 1954 he purchased more
than 6,000 truckloads of agricultural products from domestic producers.
2.7.2. THE INTRODUCTION OF SELF-SERVICE SHOPS
Migros opened the first self-service shop in Switzerland in 1948.
Much of the credit for this must go to Elsa Gassner, who had been on
Duttweiler’s team for many years. In the face of all negative predictions claiming that this type of marketing system may be good for the
USA but would not be accepted by the European housewife she went
ahead with the experiment.
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Year

Number of self-service shops

1948
1949
1950
1951
1952

3
20
48
82
120

Table 29:
The year 1952 also saw the opening of the first big Migros
supermarket in Zurich. This supplied consumers with 2,000 different articles, including various domestic appliances, at prices of
between 30 and 50 per cent below generally established market
levels. “Make life nicer and richer” was Duttweiler’s sales slogan as
the economic boom got under way.
2.7.3. MINITAX AG
In 1951 Duttweiler launched a new business enterprise with the
founding of Minitax AG - which was intended to fight against
exorbitant taxi fares. As far back as 1934 Duttweiler had reacted to
high taxi fares and the fact that the taxis were working at low
capacity by offering co-operation with Migros. His idea then was that
Migros should take over the organisation and the business risk
whilst for their part the taxi drivers would be required to reduce
their fares. When this idea came up again in 1951, a meeting
attended by 270 members of the taxi operators’ association again
rejected any co-operation with Migros. This prompted Duttweiler together with William Vontobel - to form an own taxi company. One
hundred “yellow taxis” operating at lower fare levels were put on the
streets. The initiative proved to be successful and very soon the
standard fare quoted by the traditional “blue taxis” was also reduced
from 70 to 40 cents per kilometre.
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2.7.4. MIGROL - THE PETROL PRICE WAR
Duttweiler struck another successful blow at cartel prices in 1954
when he moved into the petrol station business with Jean Arnet and
founded “Migrol.” He had noted that petrol prices were virtually
never based on any reproducible calculation and that their level was
essentially determined by cartel arrangement. Migrol petrol was to
be sold allowing for the most modest of margins and well below
current market prices - in keeping with the meanwhile well proven
Migros business principles. Compared with the cartel price of SFr.
19.60 per litre, Migrol was to be sold at SFr. 17. Following an
increase in world oil prices, the respective petrol prices were set at
SFr. 18.65 and Sfr. 20.20.
Already the announcement of the founding of Migrol in July 1954
was sufficient to bring about price reductions for petrol. But then the
petrol station owners’ association (Autogewerbe- Verband) decided
to take the side of the cartels and refused to handle Migrol petrol.
When Migrol petrol finally became available at independent petrol
stations there were “veritable pilgrimages of motorcars” (Riess, p.
431) to these garages. The first Migrol petrol station in Geneva was
able to increase its daily sales within a very short time from 300
litres to 15,000 litres, the petrol being sold at 49 cents per litre as
opposed to the cartel price of 50 - 53 cents.
The Autogewerbe-Verband reacted to this situation by setting up
“fighting petrol stations” in the immediate vicinity of Migrol stations. These “fighting petrol stations” sold petrol at prices lower than
Migrol but were subsidised by other petrol stations. However, this
system in turn led to a general price chaos and to conflict within the
Autogewerbe-Verband so that finally prices were regulated on a
zone basis and in 1955 had more or less settled around an average
price.
The main problem which Duttweiler had to contend with in
connexion with the Migrol venture was that of coping with the
continuous deliveries of crude oil. Essentially he should have his
own tankers and possibly even an own refinery. Accordingly through “Rhein-Reederei-AG” (a shipping company operating along
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the river Rhein and a member of the of the Migros co-operative
union) - he arranged to have two ships converted into tankers, and
along with an American crude oil supplier and the financial backing
of co-operative interests in Denmark he acquired the oil refinery
“Erdölwerke Frisia AG” in West Germany. In addition to the 35
million Marks required for this latter transaction, small shareholders in West Germany subscribed DM 15 million (each share costing
DM 100). Migros became known in West Germany again and was
able to influence retail prices in the consumers’ favour there also.
2.8.

COMMITMENT TO CULTURE

Migros began taking an increasingly active interest in adult
education also. This was keeping with Duttweiler’s conviction that
the acquisition of foreign languages and other skills was an important element in the quality of life. Everyone should have access to his
own “knapsack of knowledge.” An opinion poll taken amongst 4,000
Migros co-operative members in 1944/45 revealed that the consumers were positive in their attitude towards education and accordingly steps were taken to establish a club school whose programme
initially concentrated on language training courses.
In support of these cultural initiatives Duttweiler opened an office
for cultural affairs which - amongst other things - brought out a
special publication every three years. This publication was devoted
to learning and entertainment and was distributed free of charge to
all co-operative members.
In the year 1950 this office for cultural affairs entered into cooperation with the book club “Ex Libris”, a co-operation which
proved to be most fruitful in the following years and decades. The
number of club members increased from 5,000 to over 130,000, and
low prices enabled a wide public to have access to high quality
cultural products.The Ex Libris book club extended its activities to
include a phonograph club - which as far back as 1957 was selling
half a million long playing classical music records per annum ... and
this at only half the usual market price.
A further Migros investment brought a record-player factory into
the co-operative ranks so that members could now obtain also the
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necessary play-back equipment direct from the club at a reasonable
price. Within a very short time this resulted not only in the opening
up of a new domestic market but also enabled redoubled efforts to be
made with exports. The original 30 employees increased to a team
of 300.

suitable instrument between the state and the private economy
sector. It was in a position to ensure that certain rules of the game
are observed. It is able to direct purchasing power to where social
conditions prevail ...” (quoted according to Riess, p. 377).

The Migros cultural affairs office also organised “Clubhouse
Concerts” at which well-known solo artists were invited to perform
- regardless of the costs - for the benefit of the Swiss public. In many
cases the profits realised from well-attended concerts were donated
to charities.
On the occasion of Christmas 1946 Duttweiler presented the cooperative with his private park “Im Grüne” for the use of all those
seeking rest and recreation. A meadow near Rüschlikon, and which
Duttweiler had acquired back in 1925, formed the centre-piece of the
park. By 1930 he had acquired adjoining land to increase the area of
the park to one of 45,000 m2. Because of the economic crisis
prevailing at that time Duttweiler decided against having a villa
built there, and instead erected only a small house on the park
outskirts. But now he embarked on a five-year building project to set
up an education centre, which according to the foundation document
was to serve the purposes of learning and research. The park was
landscaped by an artist guided by esthetic criteria. It had a Punch
and Judy theatre and deckchairs - Duttweiler did not want traditional type park benches which he said “smelled” and would
“proletarianise” the whole place (Riess, p. 378).
The foundation document also included Duttweiler’s basic view of
the objective and function of the co-operative: Years earlier he had
decided to dedicate the ownership of a socially beneficial work namely the establishment of an international institute for research
and study of the co-operative movement and social problems.” The
donors had been moved to this way of thinking by the serious
situation in which the country found itself, and the necessity to find
new economic forms which would offer greater protection against
subversion, crises, and the catastrophes of war. The donors were of
the opinion that the co-operative would have a decisive role to play
in this reorganised economy. The co-operative offered itself as a
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On the cultural front Duttweiler also directed his energies to other
activities such as the sensible use of leisure time. Years before he had
also financed a Swiss sound-film production enterprise.
Yet another idea which occurred to Duttweiler when he was
visiting Italy might also be regarded as being in the interests of
culture in a wider sense. On that particular occasion in Italy he
noticed that cut flowers were much cheaper there than in Switzerland. He promptly bought up several truck loads of carnations and
had them dispatched to Switzerland where they were put on sale in
Migros shops at a price highly attractive to the consumers. He
announced that his objective in this case was “to bring a little
happiness to the Swiss housewives” - and as it was so often the case
with Duttweiler’s inspirations, this idea proved to be both realistic
and economically successful.
2.8.1. INTRODUCTION OF THE SHORTER WORKING
WEEK
On 25th August 1955 Duttweiler and Migros celebrated the 30th
anniversary of the organisation’s existence. To mark the occasion
the old travelling shops were sent out on the streets with the six
products they had started off with back in 1925 - both in the original
packaging and at the old price. Additionally Duttweiler made further gestures to make life more easy such as the positioning of
benches at the travelling shop stopping points. However, another
initiative dating back to the year 1955 was of much greater significance, namely that calling for a reduction of the working week to one
of 44 hours. Duttweiler supported this initiative - first of all within
Migros, and then at parliamentary level.
Already in the spring of 1955 79 per cent of all Migros employees
responded in favour of shorter working hours with full compensatory wage adjustment when a poll was held within the co-operative. In
521

Johanna Setzer

The Consumer Co-operatives in Switzerland

the summer of that same year the Independents collected 60,490
signatures for a referendum calling for the introduction of the fortyfour hour week.

family” itself. In this respect Migros shows clearly parallels to the
Swedish system of people’s loans which were of such great help to the
KF in its battle against the cartels.

The Social Democrats supported the Independents on this issue,
particularly since it also happened to be one of their own oldest
causes, but at the same time they were not particularly pleased at
the thought that it should be the entrepreneur Duttweiler who
should champion it through to success.

In 1957 Duttweiler decided to open a bank of his own. This bank
would primarily serve the interests of the “small man” in that the
interest rates would be variable in keeping with the fluctuating
system on the money market. At the same time this new venture
would meet Migros’ own growing financial needs.

Duttweiler went on to mock them “For years you have been
organising demonstrations and First of May meetings and making
flowery speeches about how the working week should be reduced but although it has long since been reduced in countries abroad, you
yourselves have really done nothing !” (quoted according to Riess, p.
439).

Whilst the already established credit institutes viewed the new
opening with both scepticism and alarm, the Migros co-operative
union in Zurich floated its first such loan - known as “Fair Play 1957”
in the autumn of 1957 with moving interest rates but guaranteeing
a minimum interest of four-and-a-half per cent.

He demonstrated his own willingness to do something about it by
introducing the shorter working week in Migros. In the end this
proved also to be successful despite initial disadvantages vis a vis
competitors, particularly in the stock management and sales front
sectors. Already the next year the Migros management was able to
report that the organisation had shown itself able to bear the lost
four working hours. “In the final analysis” said Duttweiler in one of
his characteristic mixtures of freedom pathos and economy “it is an
act of liberation for the working man or woman and a powerful
demonstration of the efficiency of a free economy. In this context the
human being has to be the focal point” (quoted according to Riess, p.
439).

2.9.

2.8.2. MIGROS OPENS ITS OWN BANK
So far the spectacular development of Migros had been achieved
without any decisive help from the banks. Certainly Duttweiler’s
negative experience in early years was in no small way responsible
for his careful avoidance of becoming dependent through finance
from outside sources. Migros was self-financing, relying at first only
to a very minor extent, but later to a steadily increasing degree, on
the selling of bonds and the raising of loans within the “Migros
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DUTTWEILER’S POLITICAL CRUSADES AFTER
WORLD WAR II

2.9.1. THE STONE THROWING INCIDENT
On October 8th 1948 Duttweiler provoked a much discussed
scandal in the Swiss parliament. Three times he had tabled a motion
calling for action to secure supplies of goods vital to the nation. After
the third occasion on which this remained unheard he declared “I
have done my duty,” and then, as he had so often done in the past,
he resorted to means of provocation. He left parliament, promptly
returned with a number of stones and demonstratively threw them
at the windows, two of which he shattered. His political friends had
tried to talk him out of going ahead with this plan, urging him to
show some consideration for public opinion - but in vain. The
reactions from different quarters were in line with (negative) expectations. Whilst the Federal Councillors were personally shocked,
they reacted coolly, both the liberal and the social democratic press
condemned the action severely.
“Who could be in any doubt that Gottlieb Duttweiler smashed the
windows in the parliament building only to draw public attention
more intensively to his own person once again ?” the “Neue Züricher
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Zeitung” asked its readers. “... Is this whole business not distasteful
to the extreme - even disgusting ? How does this at one and the same
time aggressive and larmoyant “Democrat” who gives himself airs
about having special “missions” fit into the conditions of our society?
Throughout the course of world history persons of such natures have
been known to smash more than just a few harmless window panes.”
(Quoted according to Riess, p. 389 et seq.).

Before the suit filed by Duttweiler came before the courts he
uncovered a further price manipulation on the part of the Nestlé
group. In the October of 1948 Nestlé took over the company Maggi
(Alimenta) - which shortly afterwards was granted permission by
the state price control commission to increase the price for its soup
products by between 10 and 20 per cent. As Duttweiler was to
discover, this was no coincidence because the chairman of this
commission also happened to be a member of the Nestlé board.

The “Basler Nachrichten” for its part drew defamatory comparisons with deranged “Führer” personalities (meaning Hitler, of
course) and condemned the action as an absurd schoolboy prank.
Duttweiler defended his action in court as a “necessary” protest
against corruption at all levels - however, many observers felt
reinforced in their judgement that this business genius had a
pathological side too.
2.9.2. CRUSADE AGAINST THE BIG CONCERNS
International concerns such as Nestlé, Geigy, and Unilever were
to become Duttlweiler‘s main opponents over the next years. His
crusades through both the lawcourts and the columns of the press
were prompted by alleged “incorrectness” and dishonesty vis a vis
customers, and also the gaining of unfair competitive advantages
through bribery and personal contacts. In this he was to become
something of a forerunner to the leftist criticism of multinational
enterprises in later years.
For example Duttweiler claimed that the Nestlé group was allegedly selling diluted condensed milk to the Red Cross whilst it was
supplying the Swiss army with the normal quality at the same price.
It was also claimed that the products “Nescafe” and “Nescore” were
being described incorrectly because it was found that they contained
considerably more impurities than stated. Duttweiler brought this
“deception of the consumers” to the attention of the public, and in
January 1947 filed a suit against the group. It is hardly surprising
to note that it was not government–employed chemists who uncovered this dishonesty, nor was it them who initiated any action ...
because in Switzerland the Nestlé group is a feared power centre.
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Another scandal to be exposed by Duttweiler involved the company Geigy. It transpired that following an outbreak of a spotted fever
epidemic in Romania in 1947 this company had supplied the lousekilling insecticide “Neocide” at the usual price but in a lower
concentration, and failed to advise the Romanian authorities that a
second application would be necessary. For their part, Geigy also
filed a suit against Duttweiler.
Duttweiler also made serious accusations of price manipulation
and corruption against the Unilever group. Through the practice of
appointing politicians and officers to highly paid directorships, the
trust - which controlled 90 per cent of the Swiss edible oil industry
- was enjoying unjustified customs duty privileges.
The court cases against Nestlé and Geigy ended with judgements
against those companies and could thus be regarded at least as a
moral victory for Duttweiler. The Unilever libel case against Duttweiler ended with the latter being given a suspended prison sentence. However, this did not have any adverse effect on his popularity
because two weeks later he was despite all hostilities elected to the
federal body of Zurich canton.
2.9.3. DUTTWEILER’S 1951 POLITICAL DEFEAT
Over decades Duttweiler had achieved successes both in business
and in politics because he had public opinion on his side. In the year
1949 public opinion turned against him for the first time. It started
with a polemic article against Duttweiler by an anonymous person
signing himself simply as “Z” in the “Volksrecht” dated December
8th 1949. This article had been written as a follow–up to an
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extremely successful public relations tour which Duttweiler had
made through Germany and Scandinavia. “Z” suggested in his
article that the Danes had been deceived by the “captivating sounds
of the Migros phenomenon just as had the Swiss.” (cf. the following:
Riess, p. 409 et seq.)

pointed out again and again that the Migros group itself is nothing
other than a trust.”

The transforming of Migros (i.e. into a co-operative) was in fact
nothing more than a “camouflage manoeuvre” to gain tax advantages: “As we all know there are, however, “co-operatives” and cooperatives, and it is a fact that Gottlieb Duttweiler got away very
nicely with the transforming of his former limited company into a
“consumer co-operative” - just as he did with several other tricks.
Whilst nobody would question his abilities as a propagandist, there
must be doubts about the integrity and seriousness of both his
business and his political aims.”
The transformation into a co-operative was said to have brought
Migros “very considerable tax gains.” The co-operative marketing
companies were regarded as nothing more than cash offices for
Duttweiler’s production works: “Apart from this, there are at least
ten own production works linked to the group - these include the
Gottlieb-Duttweiler production works in Basle. It would appear that
- if we have been correctly informed - the seventeen production
plants belonging to him personally operate more profitably than the
purely marketing “co-operatives” whose main function is to act as
“cash offices” for Mr. Duttweiler”.
The article also concluded that Duttweiler’s countless initiatives,
indeed even the “Landesring” itself, served propaganda purposes.
“Duttweiler owes the greater part of his success to his propaganda which achieves its ends via economic, “cultural” and other routes .....
the “Landesring” of the Independents is a public relations instrument for the Migros group - as are such institutions as the”MonteGeneroso- Bahn”, an own daily newspaper, namely “Die Tat”, and
also Hotel- Plan, etc. Unless we are mistaken, the Migros group has
an annual budget of public relations .....”
And all said and done, Migros itself was presented as a trust: “If
Mr. Duttweiler again and again sets himself up as a “knight without
fear or reproach” in the fight against the trusts, then it must be
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Duttweiler himself did not react to these serious reproaches.
Instead he left it to his friends to bring an action. For a man
otherwise known for his fighting spirit he showed extraordinary
reticence in this case. Even his biographer, Riess (p. 411) is only
dodging around in poetic fashion in this case but cannot give any
conclusive explanation.
It may well have been this striking reticence more than the
question of any objective justification for the reproaches which
suddenly made Duttweiler’s contemporaries suspicious, and which
turned public opinion against him. Although the action against “Z”
in 1951 resulted in a verdict that all the more serious allegations
made in the article could not be proven in court, “some of the mud
stuck.” The fact that “Z” was acquitted on formal grounds (because
nobody could prove that he had deliberately made a false presentation of the facts) contributed to a far reaching reassessment being
made of Duttweiler with the result that he for the first time suffered
a painful political defeat in the elections held towards the end of
1951.
2.9.4. DUTTWEILER’S LAST POLITICAL CRUSADE
Duttweiler’s last major public campaign was on behalf of those
Swiss who had been resident abroad, who by the year 1948 had
largely returned to Switzerland, but had been forced to leave their
assets behind. From the purely material point of view the total value
of the lost assets amounted to some two billion francs and more, but
as far as Duttweiler was concerned it was a matter of “immeasurable
moral and political capital” (quoted according to Riess, p. 445) for
which the Swiss state should exert itself.
As far back as 1945 a motion had been tabled in parliament to
have German assets in Switzerland frozen in order to lend weight to
the claims of Swiss ex-patriots for compensation. However, since at
that time the USA was also laying claim to German assets in
Switzerland, it was June 1946 before a compromise agreement could
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be ratified in Washington and in fact the details were not finally
settled until May 1949. In the end a total of 121 million francs was
recovered on behalf of the claimants.

premium system along the lines of the US model against the wishes
of his associates. Duttweiler’s idea was that by saving “Migros
money” the customers would be able to afford to buy “dream articles”
(naturally from the Migros product range). This innovation would be
a departure from the Migros principle of net cash sales only.
Accordingly it was rejected both by the members’ representatives
and by the members themselves.

Time and again Duttweiler and the Independents tabled motions
on this subject in the Swiss parliament, but without any success. In
December 1953 the said monies were transferred to a fund authorised to pay out to the needy amongst the ex-patriots - an arrangement
which in Duttweiler’s opinion was tantamount to transforming a
legal entitlement into an act of mercy, and incidentally one by which
only 10 - 15 per cent of those involved would stand to benefit. When
the question was put to the nation in 1954 the majority also rejected
the idea of the “charity law”, but still nothing was changed.
At this point Duttweiler decided once again to resort to personal
provocation and sat for four days in front of the Red Cross headquarters building during which time it is said he refused to take any food.
With great difficulty Heinrich Rengel, the then vice president of the
Migros co-operative union, succeeded in persuading him to give up
his vigil. Everyone was worried about him because if he refused to
abandon his action the only alternative would be the lunatic asylum.
Things had changed since the old days and now nobody would react
to his provocation. The public - and even those on whose behalf he
was fighting - had abandoned him. Duttweiler was now regarded as
a comic figure.
The “Neue Züricher Zeitung” - which had never been exactly proDuttweiler - compared him with a “noble mount having some good
aspects, but which out of sheer temperament and because of special
character defects would rush at every obstacle too energetically,
invariably trample it down, and then be led out of the paddock
without ever having reached the finishing line ...” (quoted according
to Riess, p. 452)
2.10. THE 1957 REORGANISATION OF THE
ADMINISTRATION
The year 1956 saw the outbreak of a conflict within the Migros
organisation when Duttweiler proposed the introduction of a rebate528

Rumours of internal power struggles within the administration
began to spread in the spring of 1957. The reason for these conflicts
was a plan of Duttweiler to scrap the numerous contracts and
agreements which held the meanwhile gigantic Migros co-operative
union together, and to replace these with a single contract framework. At the same time Duttweiler wanted to revise the statutes.
The real object of this projected reorganisation was to enhance the
powers of the management committee (Führungsgremium) and to
establish the obligations of Migros to promote culture. The priorities
of the cultural programme were to be achieved by - amongst other
measures - the committing one per cent of the annual gross turnover
for cultural, social, and political purposes. Furthermore, the plan
provided for the four to seven- strong management committee being
headed by a “personality with intellectual potential” (quoted according to Riess, p. 459).
The president of the administration delegation should be independent of the commercial management, and his position should be
so strong that he could not be voted out of office. He should be
authorised to submit propositions directly to the delegates assembly, and should be released from commercial assignments.
Not surprisingly the top commercial people who had been with
Migros for many years saw in this a threat to their own personal
interests and they also feared for the business potency of Migros
itself. Despite this, the meeting of elected representatives held on
30th March 1957 voted in support of Duttweiler’s proposals by a
majority of 56 to 35.
However, this did not bring an end to the conflict. One day prior
to election of members’ representatives in May, Heinrich Rengel Duttweiler’s most important colleague and logical successor - han529
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ded in his resignation. Officially it was said that Rengel had done
this on health grounds. But the representatives’ meeting was
shocked at the news. Feelings of misgiving began to take root
because nobody really understood what was going on at top management level. Finally things boiled over into a kind of revolution
when Duttweiler’s colleagues suddenly revealed their view of the
problems to the members’ representatives .

“It is our duty to ensure that the administration always includes
people who are qualified to look after the cultural interests ... if we
are not in a position to find the right man for the cultural activities
then we are in effect admitting our own incompetence ... I did not
make a present of Migros for it to be valued as a commercial
enterprise but rather with the objective of preserving the cultural
heritage for the future.”

“Duttweiler’s colleagues tell all. One of them remarked somewhat
ruefully that the members’ representatives had no idea how one
went about earning money - although they knew well enough how to
spend it. If Migros is to remain an efficient entity in the future it
must be realised that one cannot introduce any new rules which
might put the efficiency philosophy at risk.” (Riess, p. 461 et seq.).

He was anxious only to incorporate a safety valve ... the statutes
could be revised again should the necessity arise. First and foremost
he claimed to be afraid of the possibility that there may be a
concentration of power in the hand of one man (psychologically a
most enlightening fear for this kind of a man - author’s note).

Personal attacks delivered on Duttweiler himself were all too
reminiscent of the arguments thrown up by the Independents when
they launched their abortive revolt back in 1943: Duttweiler “pumps
his people dry and then gobbles them up completely so as to speak,
they are defenceless against him ...” Duttweiler was said to be
autocratic and without scruples. He was constantly misusing his
authority.
Duttweiler’s own account of what happened - he published this
later in “Brückenbauer” - suggests that he did not take the reproaches personally: “Three speakers, Drs. H. Munz, A. Gehrig, and G.
Kleiner, outlined the problems which had arisen as a result of the
tempo of the development which is attributable to the all too
dynamic president, G. Duttweiler. A powerful figure who has a
seamy side as well as a bright side - high praise for the president and
a storm of complaints about the thus created psychological situation.
Thus at one and the same time Duttweiler was acknowledged as the
creator of Migros but also blamed for the regrettable consequences
of an unparalleled forwards storming development.” (quoted according to Riess, p. 462 et seq.).
Speaking in a private manner in front of his closest associates and
his wife, Adele, Duttweiler explained (quoted according to Riess, p.
463 et seq.) that the ultimate purpose of the donation was the
promotion of culture.
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“We must avoid any amassing of power. The main worry which I
have is that an extremely diligent man may so as to speak annex
Migros. All dreams of power are harmful. That is why I am treating
the matter so extremely seriously ...”
But as soon as it became clear that Duttweiler had failed to
convince his associates, his wife interrupted and began by seizing
upon the criticism. “But what does all that mean,” she challenged,
“what should that be allowed to mean compared with what he has
achieved, what he has sacrificed ? Yes, indeed sacrificed, because for
the last thirty years this man has had no life of his own - he lived only
for Migros, he lived for the family “M” ...”
“You all knew my husband, you knew that he is not an easy man
to deal with. If he had not been such a man he would never have
created Migros ...”
The management crisis within Migros was resolved when one of
Duttweiler’s senior Migros associates from Zurich, Arnold Suter,
took over the post vacated by Rengel. Dr. H. Munz was appointed to
head the main administration and Duttweiler remained as head of
the board delegation. The single contract which Duttweiler had
wanted was signed in 1957. From then onwards Migros dedicated
one per cent of its annual turnover to cultural purposes.
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2.11. MIGROS IN THE YEAR 1960
(cf. NZZ dated 27.1 and 12.6.1961)
In the year 1960 the Migros group achieved a retail sales turnover
of 887.6 million francs- which was 17.4 per cent up on the year
previous. Much of the credit for this growth went to the 16 newly
opened branch shops and the rising non-food sales. The turnover of
MGB, the Migros co-operative union, amounted to 581.6 million
francs. The sum of SFr. 10 million was spent on other than business
purposes.
The fifteen member co-operatives operated a total of 383 branch
shops including 91 combined shops (Kombiläden), 27 Migros Markets, and 24 non-self-service shops. The branch shops were linked up
with 120 fresh meat retail butcher shops, 33 snack bars, and 17 small
bakeries. The success of the self-service system is most apparent
from the fact that 96 per cent of the turnover was realised in selfservice shops. At the same time, however, 131 travelling shops were
still in operation. The number of members in 1960 was given as
563,551. At that time Migros had 14,669 employees.
In all there were 20 production plants and three other companies
working to support Migros, and these had to be extended to cope with
the growing demand. With the exception of “Rhein Reederei” (the
shipping company operating along the river Rhine) they were all
showing healthy profits.
Rhein Reederei Zürich AG increased the size of its fleet by three
units to bring the total of its ships up to 13. The balance sheet total
returned by the Migros Bank had risen to 64.91 million francs
(compared with 46.74 million in the year 1959), whilst its net profit
rose to SFr. 501,322 (1959: SFr. 302,445).
The “Secura” insurance company had been able to increase its
motor car insurance business and had meanwhile extended its
activities to include household insurance.The Hotelplan co-operative improved its performance by 13 per cent to show a turnover of SFr.
59 million. Sales through the 140 Migrol petrol stations were up by
26 per cent on the year previous. The group was extended in 1960 to
include “Frisia AG”, the oil refinery whose job it would be to supply
Migrol petrol.
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Various initiatives were launched to promote the sale of domestic
agricultural products. For example a trial rearing station was
opened for the breeding of indigenous chickens, and a meat processing plant - “Micarna S.A.” opened up. On the other hand, efforts to
encourage milk sales by giving away pasteurised milk - a campaign
which would also benefit the hill farmers through voluntary donations from the public - were prohibited by the authorities.
The balance sheet total for 1960 amounted to SFr. 213.57 million.
The equity capital comprised 15 million co-operative capital 30.5
million declared reserves, 12 million building funds and 0.8 million
earmarked for social purposes. Liabilities (after deduction of the
building fund and a contingencies fund) totalled SFr. 69.42 (1959:
90.78 million). Commitments to bond holders were shown as being
SFr. 52.59 million, compulsory stock acceptances as 14.95 million,
and debts to banks as 4.94 million.
Receivables amounted to a total of SFr. 133.73 million (1959:
127.94 million). The net profit for the year 1960 was shown as SFr.
7,585,168. The co-operative capital accrued interest at the rate of 4
1/2 per cent and the sum of 5.5 million was committed to the reserves.
A further one million was credited to the Migros association pension
funds.
2.12. MIGROS DURING THE PERIOD 1960-1970
(cf. NZZ 1961-71)
-

Members, employees, and management

The total number of Migros members rose continually between
the years 1960 and 1970 from 563,551 to 872,094 households in
1970. During that same period the number of Migros employees
doubled from 14,669 to 29,153.
After the death of Duttweiler in 1962, his nephew, R. Suter, was
appointed president of the Migros group and at the same time as
leader of the “Landesring” of the Independents. With this reunification of Migros and party leadership in one person it was thought that
a continuation of Duttweiler’s work would be guaranteed and that a
threatening alienation between Migros and the “Landesring” could
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be avoided. On the other hand, some observers were critical in their
assessment of the status of the “Landesring” because its programme
was vague, its supporters too inhomogeneous and its relationship to
Migros was seen as that of a supplicant (cf. NZZ dated 4.10.1962).
Amongst the conclusion reached by scientific study of Migros and
the “Landesring” published in 1965 was (on the basis of questions
put to the public) that in the minds of the Migros customers and in
those of the electors the two organisations could not be brought into
close association with one another. (cf. NZZ dated 14.1.1966).
-

Sales turnover development

The Migros retail sales turnover, which for the year 1960 was
stated as being SFr. 887,900, had increased to 3.33 million by the
year 1970. Of this latter figure, 2.5 million was realised through
retail foodstuff sales (1965: 1.9 million retail sales turnover of which
1.6 million was food sales). After record 20 per cent growth rates in
the years 1961/62 the sales turnover growth rates began to flatten
out at a lower level:
Table 30:
Year
1960
1961
1962
1963
1964
1965
1966
1967
1968
1969

Growth rate in %
17.4
20
20.8
17
13.7
12.4
11
11.7
9.8
12.2

From 1967 onwards group turnover figures were published. The
1967 figure of 2.83 million francs had been increased to one of 3.84
million by the year 1970. The Migros share of the Swiss retail market
was estimated at between 6 and 8 per cent in the year 1961. In the
years following it rose to one of 9.4 per cent (in 1970).
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-

Own production and other enterprises

In the main the Migros own production plants and also the other
affiliated enterprises such as Migros Bank, Migrol, etc., went
through a positive phase of development during the period under
review. The only exception here was the oil refinery “Frisia AG”,
which had been in the red almost every year partly because of initial
difficulties and also because of the slump in oil prices between 1960
and 1965. As a result this enterprise was disposed of to “Sabergwerke.” The Hotelplan co-operative was also showing a decline in
turnover towards the end of the 1960’s. In all there were 14 production works and 14 other enterprises working for Migros in 1962.
Migros also had a shareholding in 3 factories and 6 other companies.
The Migros petrol station network expanded from 140 in 1960 to 183
in 1970.
Priority was given to meat production in particular in the context
of the speedy development of production facilities. For example,
Optigal S.A. (Lausanne) was engaged in chicken production which
Migros organised in co-operation with chicken farmers. By 1963
Optigal was already providing a quarter of all chicken meat sold by
Migros shops. In 1969 plans were made for the “Optipore-Schweinezucht” (a pig-breeding enterprise), and for “Optisol”, which would be
concerned with the utilisation of chicken manure. That same year
“Micarna S.A.” - a meat production company - came on stream after
a six year planning period. Its by-products were to be used for the
production of animal feedstuffs. The reason for attaching such
importance to meat production was the popularity of Migros meat
products. In the year 1969 Migros was supplying 20 per cent of the
needs of the entire Swiss retail market for meat in 1962.
Other takeovers and new openings occurred in the packaging
sector and in the production of fats and cosmetics. In 1968 Migros
went ahead with the sale of (own-brand) watches. The group also
began exporting chocolates, cosmetics, and detergents.
Between the years 1965 and 1970 the value of Migros own
production increased from SFr. 460 million to SFr. 710 million. This
latter figure was equivalent to roughly one quarter of the total retail
sales.
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-

Balance and financing

The balance sheet total for the year 1960 was shown as SFr.
213,570. The corresponding figure for 1970 was SFr. 687,150. The
most significant cost increases worthy of mention in this context
were experienced in the public relations and personnel sectors in
particular. Advertising costs increased from 3.55 million to 7.76
million during the period under review. Alone between 1967 and
1970 personnel costs increased from 13.9 to 19.1 million francs.
During that same period the net income increased from 7.58 to
19.02 million francs. Investments totalled SFr. 140 million in the
year 1965. Some 72 per cent of this sum was financed from equity
capital. By 1972 the annual investment figure had increased to Sfr.
242 million of which 80 per cent was provided from equity. The
relationships between loan and equity capital between the years
1967 and 1970 have been given as follows:
Table 31:

-

Year

Equity Capital

1967
1968
1969
1970

148,18
171,92
202,70
235,90

Loan Capital
374,01
392,15
380,90
451,30

The Migros sales front

In view of the fact that it was Migros who opened the first selfservice shop in Switzerland back in 1948, and thus pioneered selfservice in that country, it is scarcely surprising that the group was
keen on urging the conversion to self-service in the decades following, and that it devoted considerable attention (and investment
capital) to the effective development of its shop network. Migros
repeatedly showed themselves ready to take risks with their sales
policy - this attitude being absolutely in line with the tradition
established by their founder - by introducing or trying out modern
(American) sales methods. Parallel to this the distribution structures were modernised by new regional centres.
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Development of sales points

The total number of Migros shops increased from 383 units in
1960 to 443 in 1970. During that same period the number of shops
with traditional service dropped from 24 (in 1960) to a solitary one
(which was still in operation in 1970).
Already by 1960 a considerable proportion of the retail sales were
being effected by self service shops and by 1961 this system was
accounting for 98 per cent of the turnover and 95 per cent of the total
number of shops thus it could be said the the switch to self service
was virtually completed by then.
The number of small self service shops was reduced from 241 units
in the year 1960 to 172 by the year 1970. Meanwhile the network of
Migros-Kombi-Läden (combined shop types) had been increased
from 91 (1960) to 148 (1970). The number of self service shops in the
“MM” category increased from 26 in the year 1960 to 122 in 1970. The
year 1970 saw the opening of the first large sales space area “MMM”
type self service store.
The snack bars, bakeries, and fresh product sales counters were
also developed in the branch shops. The latter increased in number
from 140 to 209 alone in the period from 1960 to 1964. In 1964 the
first fresh fish sales counter was opened. By the year 1967 there were
already 267 fresh meat and 13 fresh fish sales counters.
The number of snack bars and bakeries (in the branch shops)
increased from 42 and 18 sales counters (1961) to 85 snack bars and
34 bakeries by 1966.
Thus the emphasis of the development was on shop units with
large sales space areas - which were increasingly being integrated
into shopping centres. Plans were made for such a shopping centre
on the outskirts of the city of Zurich as early as in 1962 by the firm
“AG Einkaufscentrum Glatt-Zürich. Migros had a 40 per cent stake
in this company and also provided the 35,000 square metre building
site. The project extended to the building of two supermarkets, two
department stores, a number of small grocers shops, and 30 to 40
specialised shops. The shopping centre was to include a tower
building with offices, an hotel, and also parking facilities.
537

Johanna Setzer

The Consumer Co-operatives in Switzerland

The fact that the travelling shop network was retained and even
enlarged (from 131 units in 1960 to 135 units in 1961) can only be
partly explained by economics. Information concerning the profitability of these travelling shops was published in 1961 as the result
of a study commissioned by Migros in connexion with the group’s
complaint regarding the special taxes levelled on travelling shops by
the federal court. According to the figures revealed, the annual
turnover realised by the travelling shops between 1950 and 1958
was between 520,000 and 540,000 francs. According to these figures
they were not yielding a profit. Nevertheless, the federal court was
of the opinion that such taxes were justifiable since the travelling
shops could be considered as only a supplementary sales measure
with positive spin-offs through propaganda, market research, and
the winning of new customers (cf. NZZ dated 21.6.1961). From 1961
onwards the travelling shops were also adapted for self-service.
Their number was increased from 131 in the year 1960 to 132 in the
year 1969 (of these 110 had self service).

In the year 1970 evening opening was described as recommendable in shopping centres since trial runs had shown that 36.8 per cent
of the daily turnover could be realised during the period between
18.30 and 21.00 with the remaining 63.2 per cent of the turnover
being spread over the 11 normal day time opening hours.

-

Strategies to influence customer frequency/Evening
opening

With the object of exploiting available capacities more efficiently
an experiment was launched in 1960 to spread the customer frequencies by introducing what was called “Gratis Days.” By means of
this premium system members were to be encouraged to do their
shopping on those days when trade was usually much less brisk. It
was hoped that this would enable economies to be realised in
production, operating, and sales. The trial introduction of such a
“Gratis Day” at the Winterthur co-operative in 1961 resulted in a 10
per cent shift of the Friday/Saturday customer load to the first four
weekdays.
In 1961 the possibility of evening opening came under discussion.
Sales staff should switch Saturday afternoon working hours for
evening working hours. According to Migros the trade unions were
not opposed to the scheme and the customers themselves appeared
to be highly interested in the prospects of evening opening. However,
any definite decision would have to be postponed until after practical
trials had been held (cf. NZZ dated 7.23.1964).
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-

Sales promotion

In the early 1960’s Migros attempted to gain permission to sell
pasteurised milk - first by petitioning, and then by distributing the
milk free of charge. According to a parliamentary resolution on the
subject of milk, milk products, and edible fats, the right to sell
pasteurised milk was subject to the approval of the local authorities.
In some regions Migros was granted this concession, but in other
cases Migros were refused this right on the grounds that they did not
stick to the locally established prices. The dairy farmers themselves
were divided on this issue. Whilst some saw mainly the possibility
of increasing their sales, the “Zentralverband” (Central Union) of
Swiss dairy farmers was opposed to Migros selling pasteurised milk
claiming that it would be “inexpedient and dangerous”, would result
in a recession in the door-to-door open milk sales, and would lead to
an increase in the price of ordinary milk (cf. NZZ dated 29.1.1963).
An attempt to sell partially skimmed pasteurised milk under the
brand name “M-Drink” in 1965 had to be abandoned after a federal
court ruling.
2.13. The rights of members/Co-operative democracy
According to some critical observers, Migros has a democratic
structure but no real members’ democracy. “The aim of Migros is not
to be democratic, but to distribute products” says Sirico (Springtime
for Migros, 1985, p. 99 et seq.) and in this respect his opinion appears
to be borne out by the Migros members themselves. Response to a
poll conducted by Migros itself revealed that in particular it was the
small material advantages offered to members (such as tickets for
cultural events, etc., at reduced prices) which constitute the main
reason for taking up membership.
It is extremely simple to become a Migros member. Since 1950 the
price of a member’s share has been SFr. 10, and these are even given
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away free at new openings. Membership entitles the holder to vote
in the election of members’ representatives, who - together with the
representatives of the regional co-operatives and the auditors attend delegates’ meetings which in turn elect the management
committee.
Apart from being able to elect members’ representatives, each
member is entitled to cast his vote on the annual report - which is
frequently linked with the voting on business or a social- political
issue.
The interest shown on such occasions is anything but great with
only 20 - 30 per cent of the members bothering to cast their votes.
However, it has to be remembered that even traditional consumer
co-operatives often operate with less member participation. The
giving away of books and other material attractions has been tried
by the Migros co-operatives too but has failed to stimulate any
appreciably additional response. An example of such additional
motivation in the 1970’s was the distribution of bars of chocolate to
members casting their votes in Migros shops (this arrangement
allowed Migros to save postal charges). The Migros management
interpreted this apathy towards democracy to mean that the members were already well satisfied with Migros price levels, quality,
and service. According to Sirico (op. cit., p. 101) it is the essentially
pragmatic attitude of the Swiss which allows the material advantages rather than the wish to participate be the motive for taking up
membership. However, this attitude also reflects the present international trend.
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Table 32:

Year
1948
1950

1953

1957
1958
1959
1963
1964

1966
1969
1970

1975
1979
1981
1982
1985

Issue
Sale of alcohol
Extension of product range to include:
health, body care products
sports and games goods, leisure articles
domestic appliances
“Do you trust your cooperative as representative
of consumers’ interests with the protecting of
your consumer interests vis a vis the authorities
Introduction of a rebate system
Friday evening opening
Should Migros enter the insurance business
Freedom to sell pasteurised milk
Migros rejection of measures to slow down
the economy
Sale of branded goods at Migros prices
Introduction of evening opening
Extension of the product declaration
Agricultural products with “lowest possible”
chemical and other additive content
Acceptable price inflation:
5%
10 %
“Is Migros still performing its duty to represent
consumers interests as laid down in the statutes ?
Aid funds for home and abroad
Investment abroad
Migros-Leitbild for animal husbandry
Promotion of sport

Verdict
negative
positive
positive
positive

positive
negative
negative
positive
positive
positive
positive
positive
positive
positive
102,551
73,977
positive
positive
negative
positive
positive

In the context of the questions posed to members on business
policy matters the often suggestive formulation adopted would
scarcely stand up to social science criteria. Nevertheless, the fact
that members are asked gives them the feeling that their opinions
are considered valuable - and indeed in the case of the internal
decision taking process this kind of market research is significant.
Whilst the results of such polls are not binding, they are taken quite
seriously as morale barometers.
Here are some examples of the issues which came up and the way
members voted:
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2.14. SPRINGTIME FOR MIGROS
Migros already was a highly centralized organisation when it was
changed into a co-operative, therefore it did not suffer from that
painful process of power and decision concentration which Coop had
to undergo. There were hardly any conflicts within the organisation,
those occuring dealt with questions such as: Should there be sold
alcohol or branded Coca Cola?
Members also seemed to be content with their (limited) possibilities to influence business policy and personnel decision. Within
the period of 1941 and 1976 it only happened twice that alternative
candidates were nominated by member groups which according to
current statutes required a 1,000 inscriptions.
In 1980 an opposition group under the leadership of the well
known pedagogue and philosopher H.A. Pestalozzi constituted itself
as club within the Migros organisation. Under the name “MigrosFrühling” (Migros-springtime) which should symbolize a necessary
renewal a program was published in march 1980 and an alternative
ticket was brought up for the following co-operative election. For the
first time other candidates challenged the till then accepted and
habitually reelected leaders of central administration as well as
the regional managements.
The critique of economical and power centralization became
among environmental and health problems one of the main subjects
promoted by Migros-spring. Refering to Duttweilers idealistic
objectives of a “social capital” the representatives of Migros-spring
demanded more participation facilities for members and claimed
to stop the “regardless politics of expansion”. Energy waste through
sales techniques should be reduced, purchasing should favour
producers with methods less destructive for the environment.
Finally “springtime” in the Migros-organisation should be a
beginning only, the whole structure of economy was - according to
this movement - to be changed in a more human direction.
The reaction of Migros officials towards this challenge differed
from region to region and changed during the following months.
Whereas at the beginning some sort of an agreement concerning a
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fair election existed the conflict exploded more and more. Migrosspring accused Migros officials of hindering them in their election
campaign, giving them not enough room for promotion and keeping
them away from necessary information such as member registers.
Concerning this issue Migros-spring even appealed to an ordinary
court claiming for equity, a demand whichwas rejected later. Migros
officials on their part used their mass media potential in order to
degrade the representatives as well the aims of Migros-spring.
Finally the new democratic movement succeeded to attract a
twenty percentage of member votes for their candidates but achieved no leading positions because of current proportional representation. Thus one of their following initiatives aimed at a change of
this kind of representation. However, this attempt found no more
public interest and support and it was on the contrary the management that changed the electoral system according to her needs: The
necessary number of subscriptions for alternative candidates was
increased distinctly form 1,000 to one percent of all cooperative
members (at that time being more than one million). A change
of the statutes in march 1981 brought this tightening up among
others.
Concerning the issues of Migros-spring there was some influence
on official politics to be confirmed during the following years
although according to Migros leaders Migros-spring had hardly any
new ideas to offer. Migros publications call the leaders of Migrosspring “zealots and cooly calculating ideological extremists”, that
only pretended to to aim at more democracy whilst realisation of
their ideas would have ment the certain end of Migros (Häsler, p. 266
et seq.).
2.15. EMPLOYEE COPARTICIPATION
Against the backdrop of a thriving national economy and the
personnel problems associated with such conditions Migros launched a new action to motivate and retain staff. This scheme became
known as “M participation” - a three-pronged action providing for
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functional, social, and material coparticipation for Migros employees.

it should rather be and remain effective means of participatory
company management.”

Under the material side of the plan, all Migros employees who
were on the pay-roll on January 1st 1971 received so-called”M
participation shares” to the nominal value of Sfr. 2500 on which
annual premiums were paid out in relation to the retail sales growth,
but at a minimum rate of 5 per cent. After three years these shares
become the outright property of the employee, but their value in cash
is not paid out until the employee either leaves the company or goes
into retirement. Additional coparticipation shares were to be given
to employees as long-service bonuses.

Table 33:

The cost of this “M participation” scheme was estimated (in 1970)
to be in the region of Sfr. 100 million. The table 33 traces the
development of the scheme from 1971 to 1977.
On the occasion of the participation scheme being introduced the
Migros management described ideal participation as follows: (quoted according to NZZ dated 8.12.1970)
“With the object of finding more efficient ways to perform their
tasks, employees at all levels should be kept up to date with group
objectives by means of a comprehensive information system and the
results analysed.”
Thus it can be said that one of the the ultimate aims was the
exploitation of creative reserves in the ranks of the employees by
encouraging them to “submit suggestions aimed at the improvement
of working procedures, machines, management methods, and group
trading results.” In fact the system aimed for was quite alien to the
“Japanese model” of management which seeks to motivate employees by “democratic” means without actually changing the hierarchical system of the firm.
Since what is involved here is more of a codetermination right
rather than a co-management right, it was also quite clear: “That the
decision-taking process remains the prerogative of management
since in the final analysis it is the mangers who have to bear the
responsibility. The practice of consulting staff on their opinions
must not be allowed to have a braking effect, nor to lead to anarchy;
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MIGROS GROUP VALUE CREATION (I.E. NET PRODUCT
AFTER DEDUCTION OF COSTS)*

1975
Establishment

1976

(in SFr. millions)

Group output
./. previous input
Net value creation

6,148,3
4,567,3
1,581,1

6,298,9
4,635,0
1,664,0

Distribution
to employees
to public funds
to environmental and social interests
to investors
to companies

1,005,4
365,1
56,5
55,2
99,0

1,015,6
383,6
57,9
58,9
147,9

* not including the Migros Bank or Insurance enterprises

For the development of functional employee coparticipation, from
1971 onwards personnel commissions were appointed in various
Migros enterprises. In the further developed concept (1977) it was
intended that employees should also be integrated into co-operative
committees and administrative organs whilst at the same time cooperation with staff representatives was to be intensified.
The third element, namely social participation, concerns relations with the trade unions - which were to be promoted as foreseen
by Duttweiler. The fact that this aspect of the programme was not
progressing so well is apparent from a Migros publication (Social
Balance). If anything, there was a certain coolness vis a vis the trade
unions because they “lack a certain feeling for Migros-specific
interests.” Those Migros enterprises which still did not have a
collective labour agreement were keen to avoid having such an
agreement.
“Whilst we are certainly prepared to provide good and above
average working conditions, in doing we do not want anyone to get
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the impression that these conditions were achieved by the efforts of
the trade unions. Generally speaking the text of the collective labour
agreement is a compromise between the business interests of the
Migros enterprises (cash flow) and the demands put forward the
trade unions. Concessions to these demands are largely made
because this is in the interests of our staff recruiting problems and
our remaining competitive as employers.” (M-Sozialbilanz 1977, p.
59).
Of the 43,012 employees working for Migros in the year 1976,
33,399 were full-time and 9,613 were temporaries. Women accounted for 43.9 per cent of this labour force, and foreigners 22.7 per cent.
Staff turnover was high. Migros claim that wage levels were always
higher than those in comparable organisations. However, when
questioned about this in 1977, half the Migros companies blamed the
low wages as the main reason for staff wastages.
2.16. SOCIAL BALANCES
In keeping with the declared policy of greater transparency, the
social balances published from the year 1977 onwards detailed
socially relevant objectives and activities in relationships between
Migros and
- customers
- environment
- employees
- suppliers
- competitors
- politics
- co-operators.
Within the framework of the social balance published for 1977, for
example, the following net product was detailed:
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Table 34:
year

1971
1972
1973
1974
1975
1976
1977
Total

Premium paid
on M-shares
%

Paid out t/o
premiums in
SFr 10003)

13.5
13.7
12.9
11.7
6.02)
7.02)
8.0

8,265
8,630
9,560
7,297
3,830
4,385
5,259
47,226

Reserves3)
Sfr. 1000
20,758
21,421
16,762
7,048
5,029
5,971
10,602
87,618

Paid out
nominal sums
in SFr 1000
16,561
6,090
8,124
9,684
40,459

1) following staff leaving Migros, changes in rules, special cases
2) minimum rates laid down in rules
3) including M-coparticipation shares for long service and M coparticipation shares of pensioners.

Each year the social balance spotlighted issues of current interest
presented as seen from the Migros point of view. For example, the
1983 social balance featured the structural change in the retail trade
in Switzerland. In 1986 the subject was micro- electronics.
2.17. THE “ONE PER CENT” FOR CULTURAL PURPOSES
Migros’ cultural and social obligation was formulated in postulates by Gottlieb and Adele Duttweiler as far back as 1950; with the
administrative reform in 1957 an annual sum equivalent to one per
cent of the total turnover is to be spend on cultural purposes. The
10th postulate is worded as follows: “The public interest must
always take priority over the Migros co-operative interest ... we must
match our own growing material power with proportionately
greater efforts in the social and cultural spheres ...” “The sociocultural contribution is not a means but rather an end,” so writes an
undated brochure published by the Migros co-operative union (Cultural and Social Direction) in the context of the one per cent
contribution to culture.
“This is a purely altruistic gesture, without any secondary motives and must never be misused for commercial image promotion
purposes.”
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Table 35:
CULTURAL, SOCIAL, AND ECONOMIC EXPENDITURES
(IN SFR. MILLIONS)
1978
in mio.
SFr.

1979
%

in mio.
SFr.

Club schools
20,085
35.2
22,572
Donations
7,419
13.0
9,476
Cultural
9,299
16.3
8,617
Social
3,346
5.8
5,083
Political*
10,721
18.8
9,058
Taxes/costs
4,121
7.2
1,467
Reserves
2,089
3.7
0,942
*
Political activities (such as the support given to the
dents) are not detailed here.

1981

1980
%

in mio.
SFr.

%

39.4
24,044
37.8
16.6
11,454
18.0
15.1
12,148
19.1
8.9
5,380
8.4
15.8
5,620
8.8
2.6
1,683
2.6
1.6
3,351
5.3
“Landesring” of the Indepen-

Migros should always show the social responsibility expected of
an enterprise of such importance.
“The cultural and social activities take equal priority with the
commercial activities. They serve the spiritual development of the
people, promote human relations, and improve the quality of life and
thus contribute to the advancement of our society.”
According to the statutes, the regional Migros co-operatives are
required to devote 1/2 per cent of their annual retail turnover to
political, cultural and social purposes every four years on average and this even in the event of a declining sales turnover. The Migros
co-operative union is required to donate 1 per cent of its wholesale
turnover for cultural purposes every year.
In their definition of the term “culture” Migros has been guided by
a formulation of the Council of Europe:
“Culture embraces everything which enables the individual to
adjust himself to the world, society, and the national heritage;
everything which enables a person to gain a better understanding of
his situation in order that he be able to change this should circumstances make this desirable.” The objective of the Migros culture
policy is - by means of its own activities and by providing finance 548

1982

1978-1982

in mio. SFr.

%

in mio. SFr.

%

27,239
13,305
11,377
5,661
3,851
1,723
3,768

40.7
19.9
17.0
8.5
5.7
2.6
5.6

29,555
16,513
13,575
5,675
4,328
2,014
526

40.9
22.9
18.8
7.9
6.0
2.8
0.7

in mio. SFr.
123,495
58,167
55,016
25,145
33,578
11,008
10,676

%
38.9
18.3
17.4
7.9
10.6
3.5
3.4

to promote the creation, communication, and preservation of culture. In this context the cultural activities are directed across a
varied and wide field - in regional, periodic, and social senses. Broad
sections of the population should be confronted with old and new, as
well as with regionally specific and generally recognized culture.
Additional priority should be accorded to the promotion of those
cultural activities which tend to be neglected by the state and
private patrons. Support should be provided here through Migros
own facilities and structures, as well as through the encouragement
of other organisations and groups. The evaluation of cultural activities will invariably be made on the basis of the non-material
advantages which they bring.
-

Club Schools

The most outstanding element of Migros‘ own cultural activities
is to be seen in the Club Schools founded in the year 1944. These are
meanwhile available at each of the 12 regional co-operatives and
today constitute Switzerlands biggest institute for adult education.
The facilities offered by Migros Club Schools include classrooms,
workshops, sport halls, fitness centres, common rooms and canteens
suitable for use by groups of 10 - 15 people. On average the course
participants pay 70 per cent of the course costs themselves, the
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remaining 30 per cent being paid in by Migros as a subsidy (in the
year 1981 Migros subsidised such courses to the tune of SFr. 25
million). In the case of language and other academic courses, Migros
- unlike the Coop - enjoys cost advantages (i.e. also in the cultural
sector) by using standard instructional material.

own activities or the support of already existing structures. Own
activities here include the provision of a centre for women’s problems and problems of the aged in the form of Migros co-operative
union service departments. Additionally, financial aid is given to
sport, youth, the aged, the sick, the disabled, the treatment of
alcoholics and drug addicts, refugees, victims of natural catastrophes, the mountainous regions of Switzerland, and many other
causes.

A sociological breakdown of those participating in Club School
courses shows that salaried employees and housewives are dominant, as is the age group 21 - 40 years. The most popular reasons
given for enroling in Migros courses are professional advancement,
practical use of leisure time, and social contact.
The Table 35 gives details on the number of course participants,
the number of Migros employees involved, the course locations, and
the main subject matter of the courses:
-

Scholarships and production subsidies

The Migros co-operative union also awards scholarships to young
artists from different branches of the art world. With the object of
encouraging the Swiss film industry, Migros will subsidise production costs in some cases. The payment of these monies is subject to
certain rules and is supervised by a commission. Financial support
is also paid out to nature, heritage, monument, and environmental
projects, as well as to already existing cultural organisations which
seem worthy of assistance and who can show at all times that the
monies have been spent sensibly.
-

Donations

Migros devotes considerable effort and a great deal of money to
the preservation of various foundations.
-

Social-political measures

Social political measures in the Migros context are relevant to
“the improvement of living conditions as well as the promotion and
strengthening of self-help to individuals and disadvantaged social
groups.” Just as it does in the cultural field, Migros intervenes in the
social field particularly in those sectors where aid given by the state
or by the existing institutions and mutual assistance groups is not
adequate. The main emphasis in this part of the programme is own
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The Table 36 provides information regarding the value of the “one
per cent for culture” and how it was spent between the years 1978
and 1982.
Quite apart from the “one per cent for culture” a one million franc
fund was founded in 1978 at the suggestion of the MGB members’
representatives meeting for specific aid at home and abroad. With
the help of this fund “disadvantaged or financially weak regions or
population groups in Switzerland were provided with aid, as were
development projects and natural catastrophe victims in other
countries.
2.18. THE ENVIRONMENT AND CONSUMER
PROTECTION
Since as far back as the late 1960’s Migros had made a practice of
indicating the composition of its retailed products within the Migros
data context. Rather than give details of the chemical composition
- which are controlled by own laboratory analyses and would generally only confuse the consumer, Migros indicate voluntarily introduced and observed standards which were/are in some cases more
stringent than those in force in the USA.
In the year 1971 Migros launched its “Migros-Sano” programme
which is aimed at restricting to a minimum the residues of pesticides
and antibiotics present in the food items sold.
Additionally, an environmental programme was drawn up featuring the following measures:
- discontinuation of the use of non-returnable bottles for mineral
waters

551

Johanna Setzer
Table 36:
For cultural purposes
Club Schools
Cultural actions
Clubhouse Concerts
Cultural grants
Artist promotion
Scholarships for course participants at the Euro-Centres.
Making good of deficits incurred by Eurocentres,
(“Im Grüene”, Rueschlikon,
“Im Grünen”, Muenchenstein
“Pré Vert du Signal de Bougy”)
Payments to cooperators
Expenses for Monte Generoso railway and hotel
Diverse
Total

The Consumer Co-operatives in Switzerland
Migros-Co-ops
SFr.

Migros-Genossenschaftsbund
SFr.

Total
SFr.

30,313,351
3,259,403
908,199
1.384,649
27,224
52,113

5,105,222
1,761,135
364,731
2,185,048
1,038,773
25,436

35,418,573
5,020,538
1,272,930
3,569,697
1,065,997
77,549

1,880,400
2,158,454
0
719,888
40,703,681

9,397,253
0
1,153,302
154,218
21,185,118

11,277,653
2,158,454
1,153,302
874,106
61,888,799

For social purposes
Social grants
Social actions
Excursions, cooperators’ trips
Diverse
Total

1,982,998
717,778
279,274
17,485
2,997,535

1,813,452
856,914
0
616
2,670,982

3,796,450
1,574,692
279,274
18,101
5,668,517

For political purposes
“Landesring” of the Independents (LdU)
Elections and referendums
SBMG
Co-operative meetings
Political funds and actions
Diverse
Total

1,665,983
182,321
191,867
61,171
1,006,591
87,623
3,195,556

1,473,900
0
44,688
0
604,839
0
2,123,427

3,139,883
182,321
236,555
61,171
1,611,430
87,623
5,318,983

Miscellaneous
Administration costs, taxes, reserves

1,484,783

5,136,600

6,621,383

48,381,555

31,116,127

79,497,682

grand total

-

-

cut back in the use of plastics carrier bags
production of a new grade of petrol in which pollutants are
reduced by half. Production costs will be higher, but the retail
price should not work out at much higher than present
reduction of phosphates and other non-biodegradable impurities
in washing powder
cut back in PVC
internal switch over from the use of oil to gas heating
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Following actions by environmental protection groups in 1972/73
there was a boycott directed primarily against phosphates which
resulted in a loss of image for Migros. Confronted with the accusation that Migros was retailing milk products in optically deceptive
packages (i.e. with “false bottoms”), one Migros manager could think
of no better explanation than that such packaging was cheaper. It
was not until later that the official explanation of “freshness and
thermal expansion” was given. Since that incident (cf. Sirico, p. 107)
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Migros has adopted a new strategy in its dealings with the press.
Representatives of the mass media are now required to approach
Migros PR representatives in order to arrange interviews with
managers.
2.19. DEVELOPMENT OF MIGROS 1973-88 WITH
SUPPORTING DATA
Despite shrinking markets and increasing competition, the
Migros sales turnovers and market shares continued to expand
during the ‘seventies and ‘eighties. This is in no small way attributable to the continued development of Migros own production capacities, intensified efforts to recruit new members, and an intensification of the non-food sector.
Taken as a whole, the group turnover increased from 3.8 billion in
the year 1970 to 11.882 billion francs in 1988. During this period
retail sales increased from 3.3 billion to 10.181 billion. The growth
rates were always higher than those of the Swiss retail trade as a
whole.
The Migros share of the Swiss retail market grew from one of 9.4
per cent (1970) through 12.5 per cent (1975) to 13.6 per cent (1980)
and finally per cent in 1988. In the food sector the Migros market
share increased from 24.1 per cent in 1970 to approx. 26 per cent in
1975. In the 1980’s observers began reporting partial market share
losses (but the Migros management denied these claims). The food
market share in 1988 was reported as one of 21.5 per cent with a nonfood market share of 15.3 per cent. About 1970 the Migros group
attached accorded urgent priority to the development of its own
production facilities and also the non-food sales. The results of this
policy are most apparent in the increase of the share of retail sales
accounted for by products of Migros own production, this share
having increased from 22.3 per cent to 28.1 per cent between 1975
and 1988 - whilst over the same period the food share receded from
74.4 per cent (1973) to 65.5 per cent.
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Table 37:
RETAIL SALES/SHARE OF OWN PRODUCTION/FOOD
SHARE
Year

1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988

Retail turnover in
Sfr. million
4,860
5,420
5,680
5,810
6,270
6,440
6,610
7,130
7,610
7,920
8,240
8,660
9,046
9,403
9,729
10,181

% share accounted % share accounted
for by own produc- for by food products
tion
?
?
22.3
22.3
22.1
22.7
26.3
26.8
27.3
27.8
27.5
27.9
27.8
27.8
27.9
28.1

74.4
74.2
74.2
73.6
73.1
73.0
68.9
68.0
67.9
67.9
67.5
67.8
67.1
66.6
66.0
65.5

Source: Own presentation on basis of figures from NZZ 1970-1989.

The group policy of forcing non-food sales was also reflected in
shop planning. The extension of specialised shops was intensified in
the late ‘sixties and early ‘seventies. It was not until the year 1975
that the sales performances achieved by these shops finally peaked.
The overall policy was to streamline the sales network through
renovation and modernisation. The next statistic traces the development of the sales network from 1975 through until 1988:
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Table 38:
TOTAL NUMBER OF SHOP UNITS, BRANCH SHOPS,
AND SPECIALISED SHOPS
(for flowers, apparatus, gardening and do-it-yourself articles)

However, the expanding sales spaces were showing steadily
declining productivity per square metre in contrast to the steadily
increasing productivity per sales employee (thanks to motivating
measures such as M-coparticipation).
Table 40:

Year

Shop units

1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988

636
633
606*
617
618
623
620
507*
503
505
504
511
516
527

Branch shops
446
449
449
456
462
466
466
469
467
470
470
479
484
494

Specialised shops
71
68
41*
44
42
43
40
38
36
35
34
32
32
33

*

revised assessment criteria
Although the number of shop units increased only slowly, up until
1980 there was a considerable expansion in sales space area parallelled by a gradual reduction in the space allocated to food sales.
Table 39:
SALES SPACE DEVELOPMENT
Year
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
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Space 1000m2
328,3
365,0
398,3
420,9
455,5
486,3
517,8
535,7
570,6
590,3
616,0
624,0
638,2
662,5
676,8
707,5

Change in %

Food share in %

11.2
9.1
5.2
8.2
6.8
6.5
3.5
6.7
3.5
4.4
1.3
2.3
3.8
2.2
4.5

?
?
?
?
?
42.6
41.8
39.3
38.6
38.1
37.6
37.4
36.9
36.4
36.4
35.9

SALES TURNOVER PRODUCTIVITY
Year

1000 SFr. / sales employee

1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988

?
?
255,0
264,0
274,3
262,9
268,5
275,7
280,5
284,8
295,4
307,6
315,7
316,1
312,6
316,4

1000 SFr. / m2
15,1
14,9
14,0
13,8
13,8
13,3
12,8
13,0
13,1
13,1
13,1
13,3
13,8
13,9
14,0
14,2

The relative percentage shares of sales accounted for by individual shop categories also reflects the continuous shift in favour of the
large sales space shop units. Thus, the share of total Migros retail
shares claimed by the MMM-shops increased from 2.6 per cent in the
year 1972 to 11.2 per cent in the year 1975 ... the figure for 1987 being
given as 23.5 per cent. Over the same period the MM, M, and selfservice shops were accounting for ever decreasing shares of total
Migros retail sales. In 1972 the MM shops were realising 53.3 per
cent i.e. more than half of the total retail sales. By 1987 this share
had declined to 45.2 per cent. The Migros-Kombiläden (combined
shops) brought in 29.9 per cent of the total in 1972, by the year 1987
this percentage share had slumped to a mere 15.6 per cent. That
same year the self-service shops saw their turnover share decline by
more than a half from 11.3 per cent to 4.6 per cent. The last shop with
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service closed down in 1977. The travelling shops accounted for only
1.2 per cent of the turnover in 1987 compared with 8.5 per cent in the
year 1960.
The following table summarises the breakdown of the retail
turnover in 1986/87 by shop category:

Table 42:
INVESTMENTS, CASH FLOW AND NET PROFIT
Year

Table 41:
BREAKDOWN OF RETAIL TURNOVER BY SHOP
CATEGORY 1986/87
Category

t/o in SFr. million
1987

MMM Migros-Centres
2,286,1
MM Migros Markets
4,399,6
M-Shops
1,516,5
Self-Service
450,4
M-Restaurants/M-Snacks
434,8
Specialised shops1)
277,6
Travelling shops
120.8
Auto-Centres/Petrol stations2)
137,3
Direct and wholesale deliveries 48.7
Deliveries to Giro shops
49.5
Leisure3)
8,0
Total
9,729,3

% share

1986

1987

1986

2,196,9
4,247,0
1,478,4
452,4
408,1
255,5
125,1
147,0
45,4
45.8
1,8
9,403,4

23.5
45.2
15.6
4.6
4.5
2.9
1.2
1.4
0.5
0.5
0.1
100.0

23.4
45.2
15.7
4.8
4.3
2.7
1.3
1.6
0.5
0.5
100.0

1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988

Investas % of cash flow as % of
ments
group
group
SFr.
turnover
turnover
millions
344
423
470
563
441
451
472
490
520
557
644

5.5
5.6
6.3
4.8
4.7
4.7
4.6
4.8
4.6
5.4

373
354
373
397
418
457
495
535
590
572
635

5.0
4.6
4.5
4.5
4.5
4.8
4.9
5.0
5.4
5.1
5.3

as % of net profits as % of
investgroup
ments
turnover
83.7
79.0
70.5
94.8
101.3
104.7
109.2
113.5
102.7
98.6

104
108
112
123
139
154
174
210
163
183

?
?
?
1.3
1.3
1.5
1.5
1.6
1.9
1.4
1.5

1) separate “Do it Yourself” and Home Centres,, Apparatus, consumer goods, florists, and Garden Centre shops
2) Only Auto-Centres/Petrol stations operated by Migros
3) new field as of 1.11.1986

The development programme was partly financed in the early
1970’s with the help of a SFr. 300 million loan over 12 years at 6 1/
4 per cent interest raised in 1971. Total investments increased from
SFr. 242 million in the year 1970 to SFr. 391 million in 1977. From
1980 onwards equity financing became increasingly more problematic because the non-food sector - although requiring more space,
investment capital, and staff - is less productive. Accordingly the
investments were cut back somewhat, but as of 1982 self-financing
was again possible.
The following table summarises the Migros financial situation in
the late ‘seventies and the ‘eighties.
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3. Conclusions

Switzerland’s retail trade is presently dominated by two groups
organised according to a co-operative legal form i.e. the Coop-group
and Migros. While this situation is not without international parallels (e.g. Finland) the divergence between the two groups is accentuated by the fact that one has formed as part of a national and even
international movement whilst the other is essentially the heritage
of a gifted entrepreneur who has bequeathed his enterprise to his
customers. However, just as traditionally “leftist” consumer cooperative movements and outspokenly “neutral” ones have seen
their once blatant divergences levelled to some extent by the forces
of market competition, a similar process of convergence seems to
have set in with regard to Coop and Migros. Gottlieb Duttweiler is
dead since 1962 and his group of enterprises has taken up some of
the characteristics of a non-profit venture. The generous rule of “One
percent of turnover for culture” that the founder was able to push
through in one of his last big battles ensures that this is not a
company like many others but one that incurs some of the costs and
is able to claim some of the virtues of a non-profit undertaking.
Nevertheless the “business aspect” of the venture is still quite
obvious and indeed a necessary precondition if the generous dotation of cultural and educational purposes is to continue.
On the other hand, the traditional Swiss consumer co-operatives
have been forced by their surroundings (e.g. Migros) to adapt to
highly competitive market conditions and thus have taken a “business first” philosophy too. In recent years VSK - renamed Coop
Switzerland - was able to create a highly integrated network of cooperatives where central authority is unabashedly used to clear out
pockets of inefficiency. Grassroots democracy may have suffered in
this context, but there probably was no other way. The democratic
principle sometimes had to give in to the necessity of a strong and
financially sound movement.
The consumer co-operatives centered around Coop Switzerland
seem to have succeeded better in this respect than some of their
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counterparts because non-economic i.e. political and trade union
affiliations and motives have been traditionally weaker than e.g. in
the case of the German or Austrian movement. Thus resistance to
changes and modernisations was less marked. The pragmatic climate of Swiss society may have made this task easier. Actually
binding purchasing agreements (during the interwar years) and a
jointly owned but centrally directed warehousing system (after
World War 2) had already prepared the ground for this interesting
model of a “muscled federalism”.
The traditional co-operative movement’s main challenger on the
domestic retail market has been Gottlieb Duttweiler’s Migros.
Duttweiler’s crusades - and antics - have been presented here in
great detail, because they often offer examples of actions that
genuine consumer co-operatives should have undertaken. It is not
an easy task to be a relentless, highly effective advocate of consumer
interests via the creative modernisation of the retail trade. In some
cases at least, Duttweiler seems to have succeeded a little better
than the traditional consumer co-operatives, with whom he entertained a sort of love - hate relationship. Thus his activity must be
regarded as a kind of memento to co-operatives - and possibly also
as a reminder of certain leadership problems that may be concomitant of a process of bureaucratisation.
It is true that the 1920’s and 1930’s were a period when “messianic” leader figures were frequent in the whole of Europe. Even the
co-operative movement could boast some, such as Albin Johansson
in Sweden whose actions and character bear a curious resemblance
to Duttweiler.
Personalised leadership of this kind poses great dangers but it can
also be regarded as a valuable resource that should not be totally
sacrificed to bureaucratisation.
Today Coop Switzerland and Migros have become somewhat
depersonalized giants of retailing. Old rivalries may still be strong,
but at the same time a real convergence should not be totally ruled
out for the future. After all the “Migros spring movement” has shown
that even an artificial co-operative system can be filled with some
life, and on the international scene even movements that have once
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been associated with different sides in a civil war, have been known
to co-operate lately.
Thus Migros and Coop may be tempted to co-operate in the future
if they want to continue to enjoy their leading position at a time when
European economic unity seems to become reality.
The era of the transnational giants of retailing is yet to come and
so far both groups have not been too successful in establishing a firm
foothold outside Switzerland. Duttweiler at the height of his career
and capacities tried to become an international tycoon of retailing by
establishing his enterprise in Germany, but his efforts were thwarted by political circumstances. “Regular” consumer co-operatives
(similar to nationalised enterprises) have always shown a tendency
to favour home employment and thus have mainly developed on the
domestic scene in Switzerland as well.
While the transnationalisation of retailing seems well on its way,
it is a risky business, as e.g. the case of the German coop AG (and its
Swiss repercussions) bear witness of. In the national interest Migros
and Coop Switzerland might be well advised to overcome some of
their old animosities and to open up a new era of understanding. The
fact that these two groups have been given almost equal treatment
in this study is meant to indicate that from an outsider’s point of view
their divergences are not as unbridgeable as they might appear to be.
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INTRODUCTION
In many respects the development of the consumer co-operative
movement in Finland can be compared with that in Scandinavia.(1)
The country had a late start with regard to industrialisation compared with western and central Europe. In fact, Finland did not
really begin to pick up in this respect until after 1945. However, the
Finns were thoroughly caught up with the co-operative “founding
fever” as far back as the beginning of the present century. In this
context considerable Central European influences are apparent.
However, a phenomenon peculiar to Finland is that the country
people were also very much taken with the consumer co-operative
idea. This accounts for the uncommon strength of the Finnish
“middle-class” co-operative movement compared with the development in other countries. The element of national economic mobilisation against Russian sovereignty played some role in this context.
It was evident in Finnish co-operative philosophy around the turn
of the century. The years 1916-17 brought a split in the co-operative
movement in Finland into decidedly “neutral” and equally decidedly
“progressive” halves - a schism which has endured until the present
day. This situation became even more pronounced as a result of the
bitter civil war which was fought in Finland in 1918 and caused
Finnish society to become highly polarised. This state of affairs did
not relax until after the war with the Soviet Union (1939-40 and
1941-44).
In the period between the wars, parts of the leadership of the “ECo-operatives” in particular were suspected of being communist
sympathisers and subjected to political repression. Yet despite this,
both sections of the Finnish consumer co-operative movement continued to develop and even flourish. The “foundation fever” with all
its dynamism and problems (collapse of undercapitalised consumers’ co-operatives during the recession years of 1907-1910) was
followed by a consolidation phase in which priority was given to the
development of own production facilities. As was the case in other
countries engaged in the war, the Finnish consumer co-operatives
succeeded in tightening their organisation in the face of shortages of
goods. They also managed to recruit new members by selling only to
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members as well as to recruit new co-operatives into their central
organization. Own production - with the object of guaranteeing the
co-operatives’ ability to supply not only in terms of quantity but also
in those of quality - was particularly forced during the First World
War.
From the very beginning, the big Helsinki-based consumer cooperative, Elanto, had a special status which it retains to this very
day. Elanto not only played a pioneering role in the development of
Finnish co-operative own production, but also managed to hold itself
aloof from the internecine struggle between “progressives” and
“neutralists” with all its disadvantages. Whilst belonging essentially to the “progressive” E-camp, it also incorporated from the beginning a strong, middle-class minority element. Elanto and its longserving (1915-1945) chairman, Väinö Tanner, are a further example
illustrating the “monarchical” tendencies of the leading commercial
and political co-operative pioneers, tendencies which were also
evident in Sweden (Albin Johansson), Japan (Kagawa Toyohiko) as
well as in other countries where they remained dominant till beyond
the middle of the century.
Finnish consumer co-operatives were able to enjoy a long period
of price controls and a relatively protected market - even though it
should be noted that they had played a pioneering role with the
industrialisation of the distribution of goods. But from about 1960
these co-operatives found themselves having to operate in an increasingly competitive retail market. Partially due to the organisational example set by the co-operatives, the private sector was
meanwhile also decidedly oligopolistic in its group structure. Ideological loyalty on the part of members decreased as the age of
affluent society was ushered in (corporate identity problems arose
particularly with the E-co-operatives). Conflicts between social
objectives and the need for business efficiency became apparent on
questions like subsidising of shops running at a loss, and of cooperatives in areas becoming depopulated. Also there was a reluctance to adopt staff-reducing discount marketing methods. All this
combined to embroil the Finnish consumer co-operatives more and
more with profitability problems. From the beginning of the 1970’s
at the latest it became clear that drastic structural reforms had
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become necessary. Initially, however, all discussions on this subject
were restricted to internal circles. There was a tendency to play
down the seriousness of the growing economic problems as far as the
general public was concerned.

previously respected territorial claims, but which is now trying to
make inroads into what Elanto regards as its “home market.”

In the year 1983 decisions were made to carry out major structural
and personnel changes both in the “progressive” E- co-operatives as
well as in the “neutral” S-co-operatives. In fact the E-co-operatives
decided to follow the example set by the Austrians and thus form a
consolidated “COOP Finland”.However, since in this case the leading role was not to fall to the powerful co-operative in the capital city
and to its management (as it did in Austria), Elanto made a
sensational withdrawal from the merger. In the case of the middleclass co-operatives, united around the SOK economic central organisation, there were also changes at management level in 1983. The
idea of a large-scale merger was considered, but could not be realised
because of the individualism of the member co-operatives. What the
SOK group did face up to, however, was the need to streamline down
to about 30 regional co-operatives. Today both the S-co-operatives
and EKA ( the outcome of the merger of the E-group) have to labour
under an interest payment burden which is higher than that of their
competitors because their own equity share in the business has
decreased considerably. The EKA management has sought to take
refuge in attack, and, with the support of financially well-off sister
companies from the building and insurance sectors, has embarked
on a course of divisionalisation, the buying up of private chains, and
the conquering of new market segments - all of which, however,
tends to overshadow the co-operative element somewhat. The success or failure of these efforts will in the long run depend on the
earning stability of the sister companies who are financing this
expansion. If we disregard the numerous minor sized co-operatives
operating in those regions where there is little competition, and
where there are still considerable residues of traditional co-operative values, it would seem that Elanto - the big Helsinki-based cooperative - enjoys the most secure position today, relatively speaking, and is still showing positive balances. It owes this happy
position to its more favourable capital structure, and also to the
success of its efforts to streamline. On the other hand, today Elanto
must reckon with competition from its own E-movement which had
578
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1.

THE FINNISH CONSUMER CO-OPERATIVES
UP TO 1945

1.1.

THE INITIAL PHASE

What was known as the “period of autonomy” (1809-1917), when
Finland - as a principality - was an integral part of Tsarist Russia,
also saw the beginning of the industrialisation of the country.
However, the first real manifestations of this did not become apparent until during the years beyond 1895. In this context the wood
processing and paper making industries were the first to play any
dominant role by supplying the needs of the Russian market and its
not-too-distant capital, St. Petersburg.
As the monetary economy began to embrace the rural communities also, and conditions generally became more liberal, the Finnish
Senate abolished the guild system (1859) and at the same time lifted
the ban on the sale of industrial products and imported goods in nonurban areas. However, it should be pointed out that already by this
time the retail trade privileges bestowed upon the cities had been
effectively rendered obsolete by illegal village shops.(2) At the
beginning there were some moral reservations concerning the consumption of “unnecessary items” such as coffee, sweets, or tobacco,
and concerning the concentration of trading hours on the churchgoing times (convenient because then the widely scattered communities congregated).But criticism focussed on the trade on credit and
the associated problem of usury.(3) Dependency on the suppliers for
credit in those days was not restricted to the consumer (the weakest
link in the chain). The retailers for their part were also dependent
upon the wholesalers for credit whilst the latter were themselves at
the mercy of the banks. According to investigations carried out at the
time, in some rural areas up to 75 per cent of all purchases were on
a credit basis.
Despite the existence of proto-co-operative traditions in Finland
(e.g. the old established mill partnerships) the advent of co-operative
activities there during the 19th century was inspired by examples
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from abroad brought home mainly by the cultured classes living in
the towns. In this context an earlier connexion between the awakening Finnish national awareness and the traditionally Swedishoriented educational elite can be established. The first publication
to be brought out by the Finnish literary society round about 1834
was the co-operative propaganda pamphlet “Goldland” by the follower of Pestalozzi, J.H. Zschokke.
The first - but only very short-lived - consumer co-operative to be
established in Finland was founded in the year 1866 with the object
of helping civil servants maintain an “adequate living standard”(4)
in a period of rising prices. The initiator of this idea, the professor
and statesman, Baron J.P. Palmén, also had plans for a workers’
consumer co-operative. Trail-blazing by comparison, however, was
the effective opening of a workers’ consumer co-operative in Viipuri
(Viborg) in the year 1879. The important role played by benevolent
benefactors in the initial phase of the development of the cooperative movement is illustrated here through the example of G.C.
Törnudd, engineer and industrial manager, who, during the course
of a study trip to England, learned of the Rochdale Principles and
was favourably impressed. On returning home he presented the
workers in his own factory and those in nearby railway workshops
with the starting capital for a co-operative - one which in fact
remained in existence until the year 1926.
The 1880’s saw the founding of a number of workers’ consumer cooperatives - for example, in Tampere (1882), Helsinki, and Turku.
However, these were mostly organised on a factory- related basis
and thus did not really represent a mass movement. A successful,
Swedish-speaking consumer co-operative founded in Helsinki
(1889), the “Helsingfors Allmänna Konsumtionsförening” reflected
in its statutes, drawn up by Otto Stenroth, the influence of both the
Rochdale Principles and those of Charles Gide - with whose ideas
Stenroth had become familiar during his student days in Berlin.
Use of the co-operative idea as a means of middle class reformism
was also the spearhead of the approach adopted by the Finnish cooperative pioneer, Hannes Gebhard (1864 - 1933). Gebhard, founder
of the Pellervo society, oriented himself primarily along the lines of

581

Robert Schediwy

The Consumer Co-operatives in Finland

co-operation between producers in the agricultural sector, and if
anything, was initially critical in his attitude towards the idea of
consumer co-operatives. His lasting impressions originated from
Denmark as well as from the German Raiffeisen movement.(5)

the child of a purely patriarchal act: its starting capital was a
donation from company director Bruun - a man who had spent some
time in England and wanted to mark the occasion of his silver
wedding. However its publicity effect and the active role which it
played at the time of the initiation of a co-operative association have
assured it a central place in Finnish co-operative history.

In any case political pressure for a finnish Law on co-operatives
came mainly from outside the working-class.(6) The law, which
came in the year 1901, was oriented on the first law to be passed in
the world on co-operatives, namely the British Industrial and
Provident Societies Act (1852).(7) By this time Gebhard and his
Pellervo society had become more positive in their attitude towards
the idea of consumer co-operatives. There can be little doubt that
this change in sentiment was largely brought about by the realisation that economic co-operation could be effective as a means of
showing national resistance in the face of the particularly brutal
policy of repression and Russification which the Tsarist government
had been pursuing since 1898 (i.e. when Finland’s autonomous
status had been repealed).(8) For this reason the Pellervo society
decided to publish model by-laws for consumer co-operatives that
became highly influential.(9)

Fig. 1:
No. of consumer co-operatives

Sales in million Finnmarks

On the basis of the number of registered consumer co-operatives
and their turnovers, it will be apparent from the following graph that
the first phase of explosive growth for this form of co-operation took
place during the years 1903 to 1908. Then came a a slight recession
in the number of co-operatives - which was cyclically induced followed by a further period of expansive growth in the wake of the
First World War.
During this phase the co-operative idea in Finland became a
movement which effectively (in Marxist terminology) “captured the
masses”.It is also characterised by a strong politicalisation tendency. The 1905 revolution in Russia (often referred to in Finland as the
“Big Strike”) and its partial success, together with the breakthrough achieved by the politically motivated workers’ movement in
Finland itself inspired a real “foundation rush”. Cradle for this
development was the town of Tampere, which at the turn of the
century was called the “Manchester of Finland” as it was a centre for
the cotton industry and for the workers’ movement. The influential
factory co-operative of Messrs. Finlayson (founded 1899) was still
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The recently (in 1899) founded Finnish Workers Party adopted a
positive attitude towards the co-operative idea - after having had
some initial doubts on the issue. This fact, together with an increased self-confidence of the workers movement after the “Big Strike”,
and the restoration of Finnish autonomy inspired an explosive
expansion of workers’ consumer co-operatives. The 1903 congress, at
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which the workers’ party changed its name to Social Democratic
Party, passed a resolution to the effect that the co-operative movement should be recognized and supported by the party as a movement instrumental for the innovation of society.(10) Not long afterwards the Social Democrats were to achieve a resounding success in
the elections for the single-chamber parliament introduced in 1906
(with universal suffrage). This growing self-confidence on the part of
the workers` movement also gave the party’s representatives added
stature in the debates concerning the founding of a co-operative
wholesale society. Touko Perko gives in his book detailed and
relatively balanced cover of these debates.(11) From this source it
becomes apparent not only that already in those early days Väinö
Tanner had assumed a leading role as regional and political representative of the “progressive” workers’ co-operatives.(12) It is also
evident that this latter “progressive” fraction had come to distrust
the influence of the agrarian Pellervo society.This prepared the later
structural contrast between the numerous but low membership
rural consumer co-operatives as compared with the less numerous
but higher membership workers’ co-operatives. The break-away of
a separate South West Finland co-operative association under
Tanner’s leadership was reconciled in 1905 under the influence of
Tanner’s German mentor Heinrich Kaufmann.(13) He was the
secretary (and spiritus rector) of the national union of consumer cooperatives in Germany. Kaufmann was of the opinion that the
consumers‘ co-operative basis in Finland at that time was too narrow
for 2 central associations.(14) The troubled founding phase of the
national union and co-operative wholesale society SOK can be seen
as something of a prelude to the final split which came in 1916-17 to
leave two Finnish consumer co-operative movements, namely a leftwing or progressive one and a politically neutral (or middle-class/
agrarian) one. The differences between these two wings were to
become highly pronounced as a consequence of the bloody civil war
fought in Finland in 1918, and could only be effectively ironed out in
the wake of “war co-operation” from 1939 onwards.

The Consumer Co-operatives in Finland
1.2.

PERIODS OF EXPANSION UP TO 1945

Those periods which particularly favoured the growth of consumer co-operatives in Finland can be identified as follows: firstly the
years immediately after the “Big Strike”, then the years of World
War I. Allowing for certain set-backs attributable to political conflicts and the great depression, the entire period between the two
world wars can also be regarded as one of growth and success. The
years of World War II cannot really be assessed by any normal
criteria. On the one hand the solidarity of Finnish society and interco-operative co-operation was strengthened during that time, on the
other hand the co-operatives themselves had to make considerable
sacrifices. In view of the schism which split the Finnish co-operative
movement in 1917, from that date onwards the S- and the Emovements will be dealt with as separate entities by this study.
1.2.1. FOUNDATION RUSH
In its post-1900 phase the Finnish consumer co-operative movement - like comparable organisations in other European countries profited from a particular enthusiasm of its members. Co-operatives
are said to have a “dual nature” - they are at one and the same time
an enterprise and an association of human beings.(15)
At this time the human side was certainly the strongest in history.
The spectacular growth in membership of the consumer co-operatives in those days can be seen in the figures submitted by Ilmonen
as follows ... for 1902: 3000, 1904: 22,000, 1906: 50,000, and 1908:
95,000. Following a modest decline to 87,000 (1910 and 1912) due to
an economic recession the upward trend in membership numbers
resumed again prior to the outbreak of World War I (1914: 97,000).
By the year 1916 the co-operatives could boast of having 182,000
members (by comparison, in 1916 the Finnish trade union movement had only 40,000 members).(16)
From the purely economic point of view, the advantages of
membership in those days were not so great as was the case in other
countries. In the year 1905, for example, customers of the Finnish
consumer co-operatives could expect on average dividends of about
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3 to 4 per cent on their purchases whilst at the same time in Great
Britain the co-op dividend was often 11 per cent, and dividends were
also higher in Central Europe.(17) It seems likely that the main
reason for this situation was that Finnish co-operatives were having
more serious financing problems, this being particularly evident
from the very low value of shares. Recognizing the necessity to build
up sufficient equity capital, the co-operatives began holding back
ever increasing percentages of the net profits. As a result, the portion
of the net profits set aside for the payment of dividends fell from over
40 per cent in 1907 to less than 20 percent by 1916 whilst that portion
retained by the co-operatives increased from 44 to 74 per cent.(18)

58.8 per cent - or 244 of the then 415 consumer co-operatives - were
SOK members, whilst by 1916 the respective figures had risen to
88.9 per cent or 432 out of 486. Even the 54 non-members were SOK
customers, so that this quota (which as 1905 had attained 68.6 per
cent) became 100 per cent.(20) The dramatic increase in the number
of SOK member co-operatives during the war years can be partly
accounted for by the fact that SOK - because of the then prevailing
supply shortages - would only sell to member co-operatives.(21)
Even the dispute between the two groupings, which was in full swing
in the second decade, did not stem the incoming tide of new members
because both sides i.e. the “neutrals” and the “progressives” each
recruited other co-operatives in order to gain a majority at SOK.(22)

Although competitors in the private sector soon introduced trading stamp schemes to match the dividends paid by the co-operatives this had little effect on the growing popularity of the latter. Even
the frequent need to contribute to the assets of those co-operatives
which floundered during the 1908 - 1910 crisis - and there were many
which did go down during this period - failed to dampen the cooperative enthusiasm to any appreciable extent.

Fig. 2:

1.2.2. GROWTH OF THE CO-OPERATIVE WHOLESALE SOCIETY SOK
The wholesale society and national union SOK was founded in the
year 1904 by only 12 co-operatives - who became known as the “12
Apostles”. Whilst it is true that these 12 ranked amongst the most
solid and renowned consumer co-operatives in Finland, they nevertheless accounted for barely 9 per cent of the then 140 active
consumer co-operatives.(19) At the founders’ meeting there were in
fact some 37 co-operatives represented, but because of differences in
opinion no broader consensus could be achieved and the South West
Finnish parallel union, LOL was formed very shortly afterwards.
The percentage of consumer co-operatives affiliated to SOK increased, however, from 8.6 per cent (1904) to 20.8 per cent (after
reconciliation between SOK and LOL in 1906). This trend continued
(1908: 23.9 per cent, 1910: 31.3 per cent, 1912: 39.9 per cent) and was
given a further fillip during the World War I years. By 1914 some
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SOK’s gross surplus (I),
Net surplus (II),
allowance for
depreciation (III),
and expenditure (IV) 1905-1917 in percent of Sales
Source: Perko p. 163

587

Robert Schediwy

The Consumer Co-operatives in Finland

SOK, which in comparison to the independently operating cooperatives could count on its members having a better appreciation
of the need to accumulate equity capital and to invest, pursued an
energetic expansionist policy from the very beginning. In this
context SOK, according to Viki Vesanen, adopted a strict and
demanding attitude in dealings with member and customer cooperatives. Considerable indignation was provoked amongst the
latter by SOK’s insistence upon acceptance bills as collateral for
goods supplied. Indeed, generally speaking the co-operatives came
to regard SOK as being stricter than private wholesalers.(23) Yet
this strictness on the part of SOK should be seen against the
background of the priority with which SOK, as a national institution, promoted an ambitious own-production programme on a solid
equity capital basis as early as 1913/14 (for sugar, sausage meat,
margarine, textiles etc.).(23) Even despite the curtailments brought
on by the war, SOK remained active in this sector and went on to
acquire a textile factory for example, and more spectacular still, a
match factory in December 1914.(25) Further evidence of the priority attached to the idea of a strong central organisation can be seen
in the fact that SOK did not pay its members any dividends prior to
1928.(26) In this respect the central organisation differed from
many an individual co-operative , which, even in times of economic
hardship, could not resist members’ wishes for dividend payments.

thus led to a strengthening of the vertical integration. The SOK
central own-production facilities, the development of which had
been decided upon even before the outbreak of war, were also
stimulated by efforts to secure raw materials. All in all, the total
value of SOK own-production facilities increased ten times over
between 1914 and 1918 in real terms (but twenty times over in
nominal terms). Thus the factors of inflation and a sellers’ market
brought about by the war were quite efficiently exploited by the cooperatives, and this by no means least of all because they adhered to
their moral principle not to exploit unduly their position of strength
(as did some competitors from the private sector). Thus, according to
Perko, the Elanto bakery succeeded in keeping bread prices in the
Helsinki region down to a relatively low level whilst at the same time
SOK’s entry into the match industry was inspired by the desire to
combat monopoly prices.(28) Nevertheless, SOK did not fare too
badly as far as earnings were concerned. Up to the outbreak of the
war they had a gross surplus of 3.5 to 5.5 per cent but after 1914 this
rose considerably.

1.2.3. THE FIRST WORLD WAR
The hardships of the First World War, which broke out in 1914,
had the same promotive effects on the economic and organisational
development of the Finnish consumer co-operatives as they did on
that of comparable organisations in the other countries. The consumer co-operatives in fact did their best to uphold their established
trading principles and to profit as little as possible from what supply
shortages had turned into a sellers’ market. At the same time,
however, the refusal on the part of the co-operatives to sell to nonmembers led to a massive increase in membership.(27) This was a
phenomenon which occurred also at SOK vertical combine level. The
need to secure supplies of raw materials and also of finished goods
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The bitter split in the movement after 1917, and also the consequences of the civil war were certainly detrimental to the consumer
co-operatives particularly as far as the “progressive” workers’ cooperatives were concerned. However the whole consumer co-operative movement during war earned the reputation of being a trustworthy organisation desisting from the more evil practices of the
sellers’ market. This very probably contributed in no small way to
the continuation of its economic success throughout the years
between the wars.
1.2.4. THE SPLITTING OF THE FINNISH CO-OPERATIVE
MOVEMENT
A detailed analysis of the schism which took place in the Finnish
co-operative movement between the years 1916-1917 is beyond the
scope of this research project, which is essentially concerned with
purely economic aspects(29). However, some comments are perhaps
necessary because of the inseparable ties between economic and
meta-economic aspects.
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The process which ultimately split the consumer co-operative
movement in Finland had its prelude as far back as 1904 - 1905 with
the founding of SOK and its competitor organisation, LOL. Perko
considers it necessary to stress that local and personal rivalries
were more important in those days than were any political divergencies. But he has to admit that Väinö Tanner and the more important
of his comrades-in-arms at the time were social democrats. In
connexion with the founding of the competing LOL movement
Tanner found himself involved in a bitter and personal public
controversy with Hannes Gebhard, founder of the Pellervo society,
who accused him of being a “partitionist” out of purely personal
ambition. Despite the importance which Perko attaches to this
component, Tanner should really be seen not only as an individual,
but also as an exponent of a very self-confident generation of cooperative workers’ leaders not content to allow the middle-class cooperative representatives to lead them by the nose. Dissatisfaction
amongst the left-wingers regarding SOK activities in the press and
in the educational sector increased with the passage of time. Politically active members of the workers’ consumer co-operatives were
constantly trying to counter the influence which the Pellervo society
held over the SOK management. During the political “truce” observed throughout World War I, the airing of political differences
was carried out more and more at the level of the co-operatives;
furthermore, as food supplies became scarcer the contrasts between
town and country people became more pronounced and an aggressive class consciousness began to develop in the industrial labour
force.

more the dominant force at SOK and a guarantee for its bourgeois
outlook.(30) The workers’ co-operatives also demanded that a distinction be made between ideological and commercial activities
within SOK (as was actually to happen later between KK and OTK)
but the majority of rural co-operatives rejected this at the 1915
delegates’ conference. According to the Finnish law on co-operatives,
the central co-operative federation, SOK, was also subject to the
principle of “one man - one vote”. However, this ruling favoured the
rural co-operatives (with their modest memberships) vis a vis the
urban workers’ co-operatives (with their large memberships).
Whilst a revision of the representation system within SOK was
discussed with growing bitterness in 1913, 1914, and 1916, each
time it was rejected by the middle-class majority. Each side in this
conflict resorted to a “tactical” founding of new co-operatives. Attempts to mediate became hopeless because each party felt itself to
be strong enough to win. The social democrats gained an overall vote
and seat majority in the 1916 parliamentary election (their wellknown patriotic i.e. anti-Russian stance certainly helped) - whilst on
the other hand, according to Kyösti Suonoja, Hannes Gebhard with
his Pellervo society and the Finnish national party were planning to
consolidate the agrarian community through the means of cooperation (31). Following the debacle of the delegates’ conference
1916 over the proportional representation issue there was very soon
a complete break with the left-wing workers’ consumer co-operatives. They formed their own national federation (KK) in the November of 1916 and went ahead with the publication of their own
newspaper. The question as to whether they should continue to
purchase supplies through SOK initially caused some disunity in
the progressive camp. The social democratic fraction in parliament
- to which leading co-operators such as Tanner, J. Kohonen, P.
Leppänen, and O. Peitsalo also belonged - tried to resolve the cooperative representation problem by means of a law recommending
proportional voting rights for central co-operatives in accordance
with the number of members of local co-operatives. The social
democrats were ready to force this law through parliament, but they
lost their overall majority in the autumn election of 1917 (it is
possible that their intention to change the law in question may have
had some influence on this outcome). Realising that they would now

Already at the SOK delegates’ conference in 1911 there were
serious differences concerning the clarification of the attitude of the
co-operative movement towards socialism. In 1913 the question of
co-operative support for trade union combative measures led to
further conflict (which was resolved in 1914 with a strong majority
deciding against an official taking of sides). The left–wingers were
also bitter about the fact that the majority which they had won in
SOK back in 1912 (with Tanner as chairman) was lost again in 1914.
Then Pellervo society (in which some 10 per cent of the registered
consumers’ co-operatives in Finland were members) became once
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have to abandon hope of “conquering” SOK, the left-wingers decided
to found their own co-operative wholesale society -OTK. The
founders’ meeting was held in December 1917, i.e. shortly after the
outbreak of the October revolution in Russia. From then on, and
right up to this present day, there have remained two major ideological groups of consumer co-operatives in Finland.

who at times found the co-operative movement virtually the only
field left open for them to be active in. Yet the social democrats
continued to dominate the boards of most co-operatives. By virtue of
good connexions with social democrats at municipal government
level, elective positions in the E-movement became springboards to
political careers in the social democratic party. Elections in the
consumer co-operative organs of the E-movement were frequently
fought on political party lines (although whilst the Lapua movement
was a force to be reckoned with, and the ruling on communists still
applied, this aspect was suppressed). According to Ilmonen, the
centralisation tendency within the E-movement was also encouraged by the struggle between the political fractions. It was even said
that KK, the ideological centre of the E-movement, secretly kept a
“black list” of communists within the movement in order to prevent
such people from becoming co-operative leaders.(34)

1.2.5. THE E-MOVEMENT: EXPANSION DESPITE
POLITICAL PERSECUTION
After a short, but cruel, civil war, the “White Guards” under
General Mannerheim (supported by a German expeditionary corps)
defeated the “Red Guards” comprising Bolshevists and left-wing
socialists in 1918. The social democrats split during this conflict.
Officially the new break-away workers’ co-operative association
remained politically neutral throughout. Nevertheless, there were
many co-operative leaders and employees who actively took part on
the side of the “Reds”. Indeed, this was held against the movement
later by its opponents. After the victory of the “Whites”, SOK set
about the task of winning back the break-away co-operatives. In all
76 co-operatives from the KK group (which comprised a total of 163)
reverted back to SOK and in doing so accepted the condition that
civil war veterans from the “Red” side be excluded as bandits.(32)
However, by 1919 KK had succeeded in luring back 10 of these cooperatives, and although SOK made it more difficult for a cooperative to withdraw, a further 24 had returned to the E-group by
the year 1926. Towards the end of the 1920’s the fascist-style Lapua
movement turned against left-wing representatives of the E-movement. The law banning communists - passed in 1930 in response to
Lapua pressure - restricted the activities of numerous co-operative
officials. There were even cases of E-group representatives being
attacked by armed men.(33)
Apart from this pressure from outside, there were also internal
conflicts going on inside the E-group. The decidedly reformist line
adopted by the SDP, which was reorganised by Tanner in 1919, and
which became part of the government from 1926 onwards, was in
sharp contrast to that of the communists and left-wing socialists 592

The new delegate system for the annual general meeting introduced in 1918 also became part of the internal conflict inside the E-cooperative group. Since the left- wingers believed that because of
their minority status they would lose all positions of any power, they
opposed its introduction with the result that even by 1929 only 37 of
the 112 E-co-operatives had gone over to the system of representation by delegates.(35)
But despite all these serious hindrances the E-co-operatives’
group developed in a positive way through the years between the
wars. In fact, the growth in membership was so dynamic that from
1924 onwards the E-movement could count on more members than
the politically neutral SOK co-operatives.
In the initial post-war period the still persisting short- supply
situation continued to have a positive effect on the number of
members.(36) Furthermore, the generally positive economic situation prevailing throughout the country favoured the process of
progressive industrialisation whilst the relatively softened effects of
the depression of the 1930’s along with progressive urbanisation
favoured growth of the workers’ consumer co-operatives. In view of
the trenches dug between the parties in the civil war, the consumer
co-operatives became solid elements of a proletarian “counter cultu-
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re” - that was similar to other post-revolutionary islands of leftism
such as the famous “Red Vienna” of the 1920‘s.(37)

members and in 1940 882 - a growth which can be accounted for by
a stronger drive to form mergers in the rural districts. In another
respect the E-co-operatives fared less favourably than their SOK
counterparts: the value of average purchases per E-member was
lower than that per SOK member. Whilst this may be accounted for
by the fact that E-members had on average a lower income, it is also
possible that they were less loyal regarding where they effected their
purchases. The annual average sum spent per member in the Eshops was in 1920 35 (Finn)Marks, 1930 51 Marks, and in 1940 85
Marks whereas the corresponding figures for the SOK shops were:
1920: 52, 1930: 77, and 1940: 119 Marks. This means that the latter
were 48.6 per cent higher in 1920, 51.0 per cent higher in 1930, and
40.0 per cent higher in 1940.(38) Except in the case of Elanto, which
had always remained a “co-operative for everybody” (and thus one
which no SOK co-operative was able to challenge on its home turf)
the middle class element of the E-movement was reduced as a result
of the membership split following the schism. This doubtless had
some influence on the E-shops becoming identified as the “poor
people’s shops” almost until today. The mass exodus from the
countryside to the towns, which had already begun to weaken the
agrarian SOK bastions during the period between the wars, certainly benefited the urban strongholds of the E-movement. But even
then the big urban co-operatives were still unable to match the
average trend of membership growth in the SOK-sector.(39)

Table 1:
RESPECTIVE MEMBERSHIP COUNTS OF THE E- AND
SOK-MOVEMENTS 1919-1939
Year

1919
1920
1921
1922
1923
1924
1925
1926
1927
1928
1929
1930
1931
1932
1933
1934
1935
1936
1937
1938
1939

E-Movement
SOK Movement
Members- % growth % of total Members- % growth % of total
hip
over
hip
over
population
previous
previous
120,214
143,896
157,150
160,192
171,684
184,299
197,315
208,490
214,203
225,537
238,815
241,732
241,633
248,328
252,941
258,450
265,169
273,505
282,595
306,673
323,143

26.3
19.7
9.7
1.8
7.4
7.4
7.1
5.7
2.7
5.3
5.9
1.2
0
2.8
1.9
2.2
2.6
3.1
3.3
8.5
5.4

3.61
4.28
4.62
4.66
4.94
5.27
5.59
5.85
5.97
6.23
6.56
6.59
6.54
6.67
6.77
6.87
7.00
7.18
7.37
7.94
8.31

173,000
180,457
180,796
176,201
174,224
180,318
182,897
187,962
197,182
206,414
217,758
225,367
228,877
232,459
237,399
243,335
252,360
263,601
279,684
299,315
316,992

14.7
4.3
0.2
-2.5
-1.1
3.5
1.4
2.8
4.9
4.7
5.5
3.5
1.6
1.6
2.1
2.5
3.7
4.5
6.1
7.0
5.9

6.09
5.57
5.48
5.3
5.02
5.16
5.35
5.44
5.49
5.70
5.98
6.15
6.19
6.25
6.35
6.47
6.66
6.92
7.29
7.75
8.15

Source: Ilmonen p. 64

Compared with the SOK co-operatives, the E-co-operatives were
in one respect better off: they could exploit economies of scale in cooperative enterprise by virtue of their usually higher membership
numbers. They were able to retain this advantage even in the face
of the growing trend towards mergers which had meanwhile manifested itself in both co-operative camps. The average E-co-operative
had in 1920 1358 members and in 1940 2672, in other words almost
twice as many. The average SOK co-operative had in 1920 362
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From the business point of view, the E-co-operatives (named so
after the initial letter of the Finnish word for progressive) did not
fare so well as those of the SOK group during this period; according
to the trustable testimony of Kaj Ilmonen from KK, they were more
vulnerable to changes in the economic climate than their SOK
counterparts, but they were better equipped to survive than their
private competitors.(40)
Ilmonen points to the power struggles taking place within the cooperatives, the membership structure, and blatant incompetence of
the business administration (overstocking being a major fault in this
context) as responsible factors. On the occasion of the 1930 KK
congress the secretary general, O. Toivonen, drew attention to the
fact that the E-movement was operating with too much a tied-up
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capital. He went on to illustrate this by citing the capital to turnover
ratio, which had moved from 31.4 per cent in 1920 to 53.8 per cent
in 1928 whilst at the same time the inventory to turnover relationship had deteriorated from 30.1 per cent to 49.4 per cent.(41)

operative is given only scant coverage in Ilmonen’s writing. This is
regrettable although to some extent the reasons for this are understandable. Ilmonen is much more explicit in his treatment of the
OTK/KK differences, which after many decades were to end finally
with the wholesale society emerging victorious. Commenting on the
years between the wars he says that price disputes between OTK
and the primary co-operatives were settled with KK acting as a
referee.(43)

This high rate of capital involvement could be partly accounted for
by long-term investments. The number of shops increased during
that period from 744 to 2.330.(42)
Consequently the number of employees also more than quadrupled (it might be noted here that the great depression of the 1930‘s
had only relatively mild effects on Finland, and consequently on the
number of employees in the co-operative sector. Despite this expansion, the equity capital basis in fact improved. Although capital costs
increased from 1 per cent of the turnover to 2.8 per cent at the end
of the twenties, by the end of the thirties they had again fallen to 1
per cent. The loan capital component fell from 73.5 per cent in the
year 1920 to 27.5 per cent by the year 1940.
Even more impressive than this very healthy expansion of the Esector as a whole was the growth of the OTK co-operative wholesale
buying society, which had meanwhile acquired a fast growing
industrial sector. In drawing attention to the higher earnings
performance of OTK, Ilmonen also points out that the purchasing
loyalty of the E-co-operatives was not entirely of a voluntary nature
but in fact could be traced back to the suppliers’ credit allowed by
OTK - this accounting for the main source of the primary cooperatives’ loan capital. In this context Ilmonen speaks of the
development of a “love-hate” relationship between OTK and the
primary co-operatives. Whilst this relationship assured OTK of a
stable market for its products and cut out competition from other
wholesale suppliers, the granting of credit had the effect of weakening the liquidity of OTK ... and in the end it was this liquidity upon
which the primary co-operatives had to depend. Unfortunately
Ilmonen does not specify this highly interesting line of thought with
respect to Elanto, which, as the dominant co-operative in Helsinki,
was very probably not dependent upon OTK to the same extent as
the smaller primary co-operatives were. Väinö Tanner was managing director of Elanto from 1915 to 1945 (and thus also during his
period as prime minister) This strong and independent Helsinki co596

The years between the wars posed some problems for the Emovement and the SOK group alike. Still, they were essentially a
period of development and consolidation. The founder’s wave had
given way to a development phase under the leadership of competent
but still idealistic managers; ideological fermentation gave way to
one of material growth and major investments. It is by no means
coincidence that the impressive, optically a little competitive, headoffice blocks of OTK (now EKA) and Elanto, as well as the one of SOK
date back from the nineteentwenties.(44)
Thanks to a successful agrarian reform (Lex Kallio) Finland went
though a progress of economic and political recovery during that
period. Despite conflicts about the role of the Swedish minority,
despite attempts to repress communists on the part of the pro-facist
Lapua movement - and later on that of the “patriotic citizens’
movement”, the democratic system remained intact if somewhat
restricted whilst other European countries were becoming dictatorships.
Under the premiership of Väinö Tanner the SDP entered into a
long lasting coalition government with the agrarian party (the redgreen alliance). The great depression had little effect on Finland’s
main exports in the timber, paper, and pulp sectors. High import
duties coupled with a deliberate undervaluation of the Finnish
currency permitted respectable growth despite the almost complete
loss of the Russian market.
Under these circumstances the E-consumer co-operatives were
also able to participate in the general boom despite having certain
obvious weaknesses. That this expansion was clearly no longer
attributable to an enthusiasm on the part of members is readily
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Table 2:
SOK
Year
1918
1920
1922
1924
1926
1928
1930
1932
1934
1936
1838
1939

No. of co-ops Co-ops Shops
494
500
470
461
434
419
423
418
417
416
417
418

KK

Members

Turnover

Staff

No. of co-ops

170,400
181,200
176,201
180,318
187,962
207,707
225,748
232,058
243,360
264,108
299,322
316,992

460.9
980.4
1,038.9
1,211.9
1,385.3
1,824.7
1,738.7
1,538.3
1,807.9
2,254.4
3,034.4
3,208.4

3,649
3,917
3,992
4,147
4,340
5,169
5,579
5,768
6,476
8,138
10,764
11,122

89
106
113
110
113
112
112
111
110
118
125
127

1,395
1,643
1,930
2,009
2,136
2,341
2,570
2,715
2,869
3,194
3,648
3,758

Co-ops Shops
565
844
1,007
1,179
1,352
1,502
1,767
1,877
2,000
2,288
2,669
2,703

Members

Turnover

Staff

95,216
143,896
160,192
184,299
208,490
225,537
241,732
248,328
258,450
273,505
306,673
323,158

146.9
505.8
731.1
973.8
1,148.4
1,358.2
1,248.0
1,068.6
1,195.4
1,507.6
2,103.3
2,257.6

2,253
3,743
4,474
5,649
6,316
7,205
7,157
6,766
7,328
8,930
11,907
12,546

Source: Perko p. 214

Table 3:
THE AVERAGE SOK-CO-OPERATIVE COMPARED TO
THE AVERAGE KK-COOPERATIVE

SOK

KK

Year

Shops

Members

Turnover
(million Marks)

1918
1925
1930
1935
1939

3
4
5
7
9

345
405
534
606
758

0.7
2.9
4.1
4.8
7.7

Staff
7
9
13
17
27

Shops

Members

Turnover (million
Marks)

Staff

6
12
16
19
21

1,070
1,746
2,158
2,306
2,545

1.7
9.3
11.1
11.6
17.8

25
54
64
70
99

Source: Perko p. 216
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apparent from numerous indications of economic and organisational
centralisation. The “advisory role” played by KK began to take more
the form of supervision.(45) The separation of the board of directors
and the executive board in accordance with Finnish co-operative law
(but doubtless German inspired) reduced the influence of the honorary co-operative representatives: most of them were “kicked upstairs” into the supervisory board. The E-co-operatives began more
and more to function “from the top downwards”. Thus it was quite in
style for the 1937 KK congress to adopt a resolution calling for the
“reawakening of active member interest and participation in the
management of their co-operatives.(46)

Accounting for approximately one quarter of the total E-co-operatives’ sales turnover as it did, Elanto played a dominating role which
could not be parallelled by any co-operative in the SOK camp.
Indeed, the top ten primary co-operatives in the SOK group accounted for only 12 - 15 per cent of the total group sales turnover in the
1920’s and 1930’s (1938: 14.8 per cent, 1939: 15 per cent). By
contrast, the top ten in the E-group made up roughly a half of the
total turnover. The biggest SOK primary co-operative, the one in
Helsinki, was never really able to assert itself against Elanto, and
accounted for only 2,4 per cent of total SOK retail turnover.(50) This
highly decentralised primary structure of the neutral consumer cooperatives presumably enhanced the role of the co-operative wholesale buying society - which was able to assume an undisputed
leading position.

1.2.6. THE SOK CO-OPERATIVES DURING THE INTERWAR
YEARS: A PERIOD OF SOLID GROWTH
As already mentioned, the KK group overtook the SOK cooperatives in terms of strength of membership as from 1924. However they remained far behind SOK in terms of sales turnover for the
whole of the inter-war period. The more solid basis of the development in the “neutral” co-operative sector was also apparent from the
fact that the per-head-of-staff turnover in the SOK group towards
the end of this period was often better by about 50 per cent. And yet
the SOK group had a greater number of shops - and this because they
were primarily located in less densely populated rural areas. (47)
The formation of district consumer co-operatives by means of
mergers, a popular strategy with the E-group, was of course much
more difficult in the rural regions. Furthermore, there was already
evidence of the strong feeling of local independence(48) within the
SOK camp which much later on - in 1983 - were to rule out any hope
of an all-Finnish merger. A certain conservatism is also evident from
the fact that the first mobile shops, which appeared in 1933, were not
introduced by a rural SOK co-operative but rather by Elanto. On the
other hand, in the SOK group a concentration process and a considerable increase in the number of outlets and members can be
noted.(49)
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With “firm faith in the future and a strong desire to expand”
(according to Viki Vesanen), SOK set about the task of consolidating
its central role as a major producer of industrial goods after the split
of 1917. The good profits from the war years and the relative ease of
financing during the days of wartime and immediately post-war
inflation were helpful factors , according to Perko.(51) In 1919 the
first really modern major industrial manufacturing plant came on
stream with the opening of a new match factory at the SOK
Vaajakoski production centre. Soon this new plant was achieving
encouraging export sales, but in 1927, after a long struggle (just like
the OTK match production) it had to bow to Ivar Kreuger’s SwedishAmerican match trust. Thus, the divided Finnish co-operative movement was not in a position to fight off cartels and monopolies in the
way that Albin Johansson’s KF had done so successfully in Sweden.(52)
Nevertheless, the production sector as a whole continued to
account for an increasing share of SOK sales. This share rose from
2 - 3 per cent (1915 - 1917) to one of over 10 per cent in 1929 and by
the year 1932 was equivalent to one fifth of the total sales turnover(53) a level which it was able to maintain for the rest of the 1930s.
Despite major industrial investments and other building projects,
such as the splendid head office block, the SOK trading figures
developed in a very favourable way.(54)
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the alienated camps. As from the KK annual general meeting of 1931
onwards the progressive group also began to stress that it was
politically neutral (clearly, of course, the experience of the civil war
had an important impact).(57)
Yet it would appear that the greater degree of party political
independence not only made the neutral image of the SOK group
more convincing but also may well have contributed to its better
commercial success.(58)
Table 4:
SOCIAL BACKGROUND OF SOK AND KK
CO-OPERATIVE MEMBERS BETWEEN THE WARS
SOK
1920
I

I
short term loan capital
II long term loan capital
III equity capital

Farmers
Smallholders
II Agricultural workers
Industrial and
urban workers
other workers
III White-collar workers
Civil servants
the professions
IV other
V group members

KK
1934

46.4 51.0
12.2 58.6
8.9 7.1

10.4
5.3
9.1

10.8
56.3
10.7

5.3 4.4
7.6 21.8

45.1
6.9

46.5
18.4

1923

1933

8.6

19.0

6.8

17.6

10.0

64.2

7.8

65.0

12.2 14.6 11.4 12.0
3.3 15.5
4.0 18.6
2.0 13.4
1.8 13.8
3.7 3.7
5.9
5.9
2.5
2.5
2.5
2.5
0.4 0.4
0.8
0.8
0.7
0.7
1.1
1.1
100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: Perko, p. 316

Source: Perko, p. 225

Meanwhile the company paid out its first dividend, one of 0.4 per
cent, in 1927.(55) From the political angle, despite the wounds and
feelings of bitterness still remaining after the war, there was no
spirit of total confrontation between the two co-operative groups. It
should be remembered that OTK had rejected the offer of the “red”
people’s commissariat to take over SOK out of the hands of the
revolution. Similarly Elanto had distanced itself during the period
of hostilities.(56)

In the meantime the SOK co-operative movement successfully
turned its hand to new additional activities. At the beginning of the
1920’s, for example, it began to strongly expand its trade with
agricultural requisites and products (since as a result of the split in
SOK had become decidedly rural-oriented). Also - largely on the
basis of the expansion of its bakery business - SOK turned its
attention to the cafe, confectionery, and restaurant sector. Indeed,
during the 1930‘s the basis was established for the consumer cooperatives (including the E-group, incidentally) to become a significant factor in the Finnish tourist industry which on the whole had

Paradoxically after the split of 1917 had taken place in the cooperative movement there were ideological convergences between
602

603

Robert Schediwy

The Consumer Co-operatives in Finland

not kept pace with developments.(59) The extended trade with
agricultural products and machinery did bring a problem however.
Whilst the members themselves were quite happy about it, because
most of them were engaged in farming, the buying up of grain, fruit,
vegetables, berries, eggs, and even fattening cattle slowly turned
many of the SOK co-operatives into producers’ co-ops(60) as was
indeed pointed out with some emphasis by the SOK board of
directors in 1932.

This defensive war against the USSR had the effect of firmly uniting
the Finnish nation - which until then had still been divided into
Swedish-speaking minority and Finnish-speaking majority, as well
as into the old groupings dating back to the opposing sides in the civil
war of 1918.

This new function caused certain structural problems for the SOK
central co-operative vis a vis the agricultural central co-operative
Hankkija. The agreement on the division of labour between SOK
and Hankkija drawn up in 1915 came to an end in 1918 and the
parties were unable to reach a formal new agreement until 1926 - but
this agreement was then renewed several times. Problems arose in
connexion with such articles as motor vehicles, motor cycles, petrol,
cement, and home-grown grain since each central organisation
wanted to sell them. In accordance with the new agreement,at the
request of SOK, Hankkija ceased to deliver to KK-co-operatives (i.e.
the E-group)(61) but was appointed main supplier of agricultural
commodity goods to the SOK group. As a consequence of the trend
started in this way Hankkija became de facto the second wholesale
buying society of the SOK primary co-operatives, and this entailed
the danger of a certain rivalry.(62) Here in fact lay the roots of a
development which was to lead to the split between SOK and
Hankkija after the Second World War.
1.2.7. CONSEQUENCES OF THE SECOND WORLD WAR
The manner in which Finland became caught up in the Second
World War is certainly most unusual. Following the Soviet-Nazi
carve–up of Poland, and Hitler’s approval of Soviet plans to annex
the Baltic states, the Soviet Union made territorial and other
demands of Finland which the Finns would not bow to. There
followed the “Winter War” of 1939-40 in which Finland alone faced
the USSR. After some bitter resistance the Finns were finally forced
to cede large sections of their national territory to the Soviet Union.
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Following the German declaration of war on the Soviet Union the
Finns were persuaded to join up as comrades-in-arms with the Nazis
in an effort to recapture the lost provinces. Väinö Tanner, who as
foreign minister had signed the peace treaty in Moscow, was one of
the most eager advocates of this “revanchist” war, and after the truce
of 1944 he was given a long prison sentence on the insistence of the
Soviet Union. This punishment brought to an end his thirty year
term of president of Elanto.(63)
Whilst the decision to re–enter the war from 1941-44 brought
democratic Finland into partnership with one of worst ever terror
regimes, it can also be seen as a moment of national unity. It was
against this background that the once hostile co-operative groups of
the SOK and KK groups closed ranks. One of the main reasons why
the wartime system with comprehensive rationing and price controls functioned so well is that the centralisation tendencies shown
by the two co-operative groups had also inspired a high degree of
organisation amongst competitors from the private sector. The two
privately operated buying combines “Kesko” and “Tuko” teamed up
with SOK and OTK to form the “Big Four” - to which by far the
majority of retail shops belonged right at the outbreak of the
war.(64) These four groups formed a committee the so-called “pool”
which also helped overcome certain emotional differences which had
existed between the parties during the interwar years SOK and OTK
found themselves looking into the possibility of joint production
facilities.
Rationing continued in Finland until the early 1950’s, but already
by 1951 coffee was the only product still on ration (it remained so
until 1954). In view of the fact that the influence of the war years
extended for such a prolonged period, Perko drew up the following
comparative tables right through up to the beginning of the
1950‘s.(66)
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Table 5:
SOK

KK

Year

No. of
co-ops

Co-ops Shops

Members

Turnover
(million
Marks)

Staff

No. of co-ops

1939
1940
1941
1942
1943
1944
1945
1946
1947
1948
1949
1950
1951

418
368
400
411
412
375
373
370
372
374
374
376
379

3,758
3,331
3,534
3,704
3,796
3,385
3,503
3,668
3,869
4,096
4,319
4,512
4,696

317,652
295,224
340,491
360,066
380,240
372,305
397,858
417,313
444,511
458,746
451,590
484,011
496,633

3,208.4
3,516.8
4,020.2
4,436.7
5,522.6
5,541.8
9,385.3
16,872.3
23,590.8
36,955.3
41,008.2
52,007.3
66,115.9

11,122
11,162
12,175
12,513
13,948
12,799
13,131
14,444
15,437
16,357
16,702
17,834
18,756

127
119
127
127
128
120
121
121
120
120
120
120
120

Shops

Members

2,703
2,687
2,933
3,096
3,207
3,038
3,112
3,261
3,412
3,559
3,689
3,824
3,964

323,158
318,036
336,652
358,279
362,203
342,090
369,699
425,163
448,521
459,300
468,552
479,744
495,049

Turnover
(million Marks)
2,257.6
2,709.1
3,079.3
3,295.0
3,927.0
4,352.6
7,090.7
12,630.4
18,143.9
28,201.4
31,900.9
41,091.0
52,387.3

Staff

12,546
13,433
14,284
15,319
15,649
16,161
16,476
17,676
18,125
18,596
18,760
19,988
21,131

Source: Perko, p. 339

It will be noted that after a relatively slow growth in terms of both
staff and members during the war years, the SOK group first entered
a new period of strong expansion after 1945. The KK group had been
catching up in sales on SOK even during the war - but because
increases in staff numbers were commensurate, the KK group were
never able to catch up in terms of productivity. The reason for the KK
group‘s success during the war years may have something to do with
the fact that leading politicians from its rank had a great deal of
influence. Within the “pool” all imported goods were shared in
accordance with the pre-war relationships, but where these could
not be established, the key for sharing was SOK, OTK, Kesko 20 per
cent each and Tuko 40 per cent (a quota system that clearly favoured
OTK over SOK, and the two co-operative groups along with Kesko
over Tuko.(67)(cf. Table 6)
As far as non-imported goods were concerned, the “Pool” shared
these on the basis of the relationship for the last year of peace (1938:
SOK 15.2 per cent, Hankkija + Labor (its Swedish-speaking equivalent) 6.8 per cent, OTK 11.7 per cent Kesko 12.3 per cent, Tuko 54.0
per cent).
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During the war (1942) SOK took the initiative to discuss a merger
with Hankkija (similar proposals had been discussed in both the 20’s
and the 30’s). Hankkija however refused(68), claiming the importance of a clearly farmer-oriented buying combine.The gap between
producer and consumer co-operatives could not be bridged.
As far as SOK was concerned, the relationship between equity
capital and loan capital remained more or less stable until the end
of the war. However according to Perko the situation deteriorated
considerably in the initial post war period, and this not least of all
because of the virile balance growth from 268 to 1305 million Marks.
Within the period Perko selected for observation (1940-51) the
equity capital element fell by some 59 per cent even after allowance
had been made for inflation. The value of share capital- which had
remained the same since 1904 - dropped as a result of devaluation
to the equivalent of less than half a percent of the balance sheet total
(1949: 0.2 per cent). However, in 1950 an increase in share capital
brought it up to 12 per cent.(69) Thus, as far as the SOK cooperatives are concerned, there was no war-induced boom to compare with that of the First World War.
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Table 6:
SIZE RELATIONSHIPS BETWEEN THE CENTRAL
WHOLESALE SOCIETIES
Year

Total
turnover
(million
Marks)

SOK

Hankkija
and
Labor

OTK

Kesko

Tuko

Together

1939
1940
1941
1942
1943
1944
1945
1946
1947
1948
1949
1950
1951

10,226
10,666
11,629
12,225
14,703
14,199
24,786
46,267
62,782
107,734
125,690
168,578
234,856

16.1
15.5
15.1
14.5
14.6
14.1
15.3
15.5
14.6
14.7
15.6
14.9
14.8

6.1
5.2
4.9
5.9
6.6
6.5
4.9
5.7
6.4
6.1
5.4
5.2
5.3

12.3
13.1
13.9
13.2
13.7
14.3
14.7
15.3
15.4
15.7
14.9
14.5
13.9

11.8
11.4
12.0
12.2
11.7
11.8
11.8
12.4
12.0
12.4
12.4
12.9
12.9

53.7
54.8
54.1
54.2
53.4
53.3
53.3
51.1
51.6
51.1
51.7
52.5
53.1

100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

Source: Perko p. 366

The same applied in the case of the E-group. Ilmonen pointed out
grimly:”the volume of goods marketed through the E-movement
increased as did the market share. Yet the movement did not
prosper.(70) By virtue of its role in the “pool” OTK was able to
consolidate its central role. But as “banker for the movement” OTK
found itself increasingly obliged to borrow heavily on a short term
basis, a situation that Ilmonen qualified as an economic timebomb.(71) Ilmonen attributes the growth in membership during the
World War II years to desire on the part of the public to have a
reliable supplier. Various members, including Elanto, wanted to
adhere to the First World War policy of selling to members only, but
ultimately they were legally obliged to sell to non-members also.
Indeed , it must be said that the organisational advantage which the
co-operatives had enjoyed during the First World War proved to be
less effective under the conditions of total rationing in World War 2.
An interesting aspect must be seen in the fact that competitors
from the private sector launched a campaign against all forms of
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collectivised enterprise subsequent to the “winter war” with the
argument that they were non-patriotic. Since this campaign was not
directed exclusively against the E-movement, the SOK movement
came to its help. However, the private sector did succeed in having
the supply quotas to the co-operatives reduced, and in the year 1944
the taxation laws were changed so that the co-operatives were
henceforth treated no differently from the limited companies.(72)
Incidentally the continuation of the war meant also an internal trial
of strength for the E-movement which still embraced a considerable
left-wing group. Thus, even though pro-Soviet feelings had essentially cooled off following the “winter war” the left-wingers still
succeeded in having a resolution passed at the 1941 KK Congress to
the effect that the E-movement was decidedly a “peace movement.”
Clearly, of course, the continuation of the war was not condemned.(73)
Yet another internal divergence which called for diplomatic
handling was the contrast between the still almost 20 per cent of the
members engaged in farming activities and the bulk of the urban
consumers who, in the face of food shortages, had to live with
increasing black market prices. Ilmonen noted in that respect: “the
attitude of the (E-)movement remained cautious.”(74) Serious breaches of the pricing policy were made both by the SOK and by the E
co-operatives. The consumer co-operatives were not always able to
uphold the model behaviour image which they had during the
difficult days of World War I.
1.2.8. PROBLEMS FACING THE FINNISH CONSUMER COOPERATIVES PRIOR TO 1945
1) As in the rest of Europe the rush to found co-operatives just after
the turn of the century led to co-operatives being established on
an unsound economic basis. A study carried out in the year 1914
to investigate the circumstances of 168 consumer co-operatives
which had failed revealed that 41 of these had too few members
and thus not enough turnover, in the case of a further 24 it was
found that the members had simply lost their initial enthusiasm,
another 22 were badly managed, and in 33 cases the supervisory
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board was blamed. 35 were unable to pay their debts and 13 gave
up mainly because of political differences.(75)
However problematic such generalisations may be, the dominance of economic factors as reasons for these early failures is
apparent. A major aspect in this context was the practice of
selling on credit - which had spread throughout the consumer cooperatives despite warnings to adhere to the pertinent Rochdale
Principle.(76)
Already in 1904 SOK demanded from its future member cooperatives a total ban on the selling on credit. Another prerequisite was the liability to provide additional reserve funds (since
1901 it was possible also to form co-operatives without this
reserve liability).(77)
Apart from a lack of adequate capital funds, the consumer cooperative movement in its days as a genuine popular movement
had serious problems with the quality of its elected officials. In
most cases the board members had no business experience to
speak of. Indeed, there were members holding fiducial offices who
were unable to write even their own names, and there were cases
of co-operative representatives who protested against the idea of
a book keeping system because “the manager is an honest
chap”.(78) This situation led to the need for federation officials to
provide advisory services. But it also prepared the way for the
emergence of those pioneer managers motivated by principles of
an iron economy and co-operative ideological optimism who, as
authoritarian father-figures, were to rule many co-operatives
throughout the first half of this century.(79)
2) The appearance of structural “risk factors”, which were to have
a negative influence on the subsequent history of the Finnish cooperative movement, can be noted at a relatively early stage.
a) Social divergences between the workers’ consumer co-operatives with their mass membership and the many small rural
consumer co-operatives made themselves felt already during
the foundation stage of SOK. It was mainly urban workers’
consumer co-operatives who initiated the founding. Perko is of
the opinion that hesitation on the part of wealthy rural co610
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operatives was the reason for many co-operatives remaining
outside the co-operative buying association in the early days.
The political differences between the more conservative rural
co-operatives and the left-wing workers’ consumer co-operatives ultimately led to the split in 1916/17 which still prevails
today.
b) Bigger urban co-operatives are often not far behind a cooperative buying association in purchasing power. Thus they
themselves are quasi-wholesalers and potential critics of the
efficiency of the central organisation. This problem manifested itself already at the foundation phase. Some of the bigger
co-operatives in west Finland were de facto wholesale suppliers to surrounding smaller co-operatives at the time when
the foundation of SOK was still at the discussion stage, and
there is evidence to suggest that later on some private wholesalers were willing to offer the major co-operatives better
terms than SOK could - possibly, as Perko suspects with the
object of undermining the latter’s development.(80) The unwillingness to give up an own wholesale dealer function was,
according to Perko, one of the reasons for the short-lived
splitting of LOL (i.e.until 1905). Also the primary co-operative
of Helsinki, Elanto, developed its remarkable dominance
relatively early, and it was this dominance which ultimately
led to the recent three-way split of the consumers’ co-operative
movement in Finland.
c) the political differences between the more conservative or
“neutral” rural consumer co-operatives and the workers’ consumer co-operatives, controlled by the social democrats, came
to an ugly head at the time of World War I. It seems likely that
the then reigning restrictions on regular political activity led
to increased “politicking” inside the co-operative organisations.
d) in connexion with the inter-group conflict which was slowly
becoming more acute political tactics tended to influence cooperative business activities, too: for example, new co-ops
were founded with the real motive of achieving a majority in
the SOK decision-taking organs.
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e) even the middle-class - or politically neutral - wing of the cooperative movement found that its relationship with the
agricultural Pellervo society and with the agricultural producers’ co-operatives tended to develop into a tricky problem.
The left wingers had fought against the influence of Hannes
Gebhard and the Pellervo society within SOK, but even after
the movement had been split into SOK and OTK the situation
was still not clarified. As far as Hannes Gebhard and the
Pellervo society were concerned, the producers’ co-operation
was always their “favourite child”. But SOK in particular was
having difficult demarcation problems with the central organisation of the producers’ co-operative Hankkiya in the marketing sphere, and these could only be settled on the basis of
long-term agreements, and even then were finally to lead to an
open break after the Second World War.

The Consumer Co-operatives in Finland
dominate the many smaller co-operatives. The planned economy
during the Second World War - which the co-operative central
organisations were part of - helped to strengthen this trend.

f) within the left-wing dominated OTK group of the E-movement the civil war of 1918 left in its wake serious internal
divergences concerning the conclusions to be drawn from the
defeat of the “Reds”. The social democratic tendency - usually
dominant - was to edge the radicals out of positions of office
within the co-operative movement, the radicals were at the
same time being pressured from the political right. In the
“freezing out” of the left wing of the co-operative movement in
the sense of a proletarian counter-culture we can further see
a factor of economic stagnation for the period beyond 1945
when class distinctions started to become blurred.
However, no clearly harmful influence on the economic development of the consumer co-operatives over the period prior to 1945 can
be attributed to these interference factors. On the contrary: the
group struggle with its politically mobilising and motivating effect
contributed e.g. to the spreading of co-operative thinking. At the
same time the combination of considerable initial difficulties and
high motivation contributed towards the emergence of the cooperative entrepreneur pioneers. However, in Max Weber’s terminology the years between the wars can be regarded already as the
epoch of the bureaucratisation of a charismatic co-operative movement. The central federal and economic organisations began to
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THE FINNISH CONSUMER CO-OPERATIVES
DURING THE YEARS OF ECONOMIC GROWTH
1945-1975

written “the E-movement was in a period of deep crisis and forced to
undergo major restructuration”.(84) In such times the tendency to
gloss over unpleasant facts, as shown particularly in commemorative publications but also by all literature with an allegiance to some
social institution or another, is swept away.

The immediate post war period was particularly hard for Finland
because of the necessity to resettle former inhabitants of the meanwhile definitively lost eastern territories. These people accounted
for about 10 per cent of the total population. Additionally, major
reparations deliveries had to be made to the Soviet Union up until
the year 1952 (although these in effect stimulated the industrialisation of Finland, and the metal industry in particular). Widespread
unemployment and social conflicts (e.g. the general strike in the
winter of 1956) made it obvious that Finland was having greater
difficulty than other West European countries in linking up with the
post war “economic miracle”. Yet after a drastic devaluation in 1957
a period of intensive economic growth began as of 1958. The inflationary development of the sixties and seventies was more pronounced in Finland than in Europe on average. The fact that wages
and agricultural incomes were index linked may have played some
role here as did the fact that industry in general depended to a great
extent upon loan capital and showed a certain preference for “easy
money”.(81) The two co-operative movements in Finland also began
to rely on loan capital to finance their expansion. However, by the
end of the 1960’s at the latest they were both embroiled with serious
structural problems. The first deficit year in the history of SOK in
1967(82) and the steady decline in the number of employees in the
E-movement as from 1965 onwards are distinct turning points.(83)

Admittedly major divergences in the interpretation of the factors
which are responsible for the crisis symptoms are still possible. It
should perhaps be noted that the author does not share Ilmonen’s
idealistic view that the main problem was to be seen in the decline
of member participation. It would seem much more likely - and this
from the material which Ilmonen himself drew up - that the dominance of political and particularly party political motivations in the
management of the E-movement was the cause of serious difficulties
experienced at this level. Actually Ilmonen himself furnishes some
evidence that member participation - either direct or through
representatives - in the economic decisions of a consumer co-operative can mean a competitive disadvantage.(85)

2.

2.1.

THE E-CO-OPERATIVES UP TILL 1975

For the history of the post war development of the E-co-operatives’
group, the book by Ilmonen is an invaluable source because of its
unusually open presentation of critical aspects. The reason for this
openness is to be seen in the fact that at the time when the work was
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The economic development of the E-group after 1945 was characterised by profitability problems from the very beginning. The
relationship of operating profit to turnover was one of 3.2 per cent
in 1945, falling to 2.4 per cent in 1950 before rising by about 0.2 per
cent in the mid fifties. In 1945 wages accounted for 6.0 per cent of the
turnover, this figure rising to 7.4 per cent by 1964. Even the
introduction of rationalisation measures such as self-service (first
introduced to Elanto in 1951) did nothing to alter the fact that the
E-group “was weaker in the late fifties that at the end of the
fourties.”(86) “Some of the societies operated almost permanently at
a loss thus burdening the overall economy of the E Movement.”(87)
The primary co-operatives financed their investments via suppliers’ credit from OTK and thus impaired the liquidity of the
wholesale purchasing centre. Meanwhile payments to OTK fell
further and further into arrears. In the end, OTK itself found itself
in arrears with its own payments.(88)
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Table 7:
SOK

KK

Year

No. of
Co-ops

Shops

Members

Turnover

Staff

No. of Co-ops

1952
1954
1956
1958
1960
1962
1964
1966
1968
1970
1972
1974
1976
1977

377
375
371
367
364
358
348
318
298
274
241
222
217
217

4,883
5,066
5,404
5,699
5,963
6,064
5,902
5,621
5,242
4,847
4,420
4,196
3,952
3,753

495,467
496,267
502,517
490,691
488,268
504,298
522,453
533,031
561,851
572,610
588,847
602,268
696,436
717,818

735.6
751.6
945.7
1,089.2
1,350.7
1,557.2
1,851.9
2,136.2
2,543.4
3,152.5
3,932.5
5,851.2
8,464.2
9,051.1

19,578
19,587
21,684
22,497
25,768
28,753
29,805
30,857
31,475
32,329
33,860
35,958
34,765
32,832

122
118
120
118
115
107
102
93
83
80
71
66
66
63

Shops
4,125
4,280
4,475
4,623
4,721
4,831
4,877
4,676
4,461
4,010
3,319
3,016
2,772
2,549

Members

Turnover

Staff

510,730
527,041
533,940
503,147
510,957
532,638
548,610
562,134
582,161
574,733
576,649
580,470
638,340
643,025

574.1
599.2
745.8
813.8
984.7
1,153.4
1,375.7
1,606.0
1,852.3
2,133.9
2,558.5
3,529.0
4,752.6
5,083.2

21,690
22,307
23,950
22,973
24,838
27,330
28,318
28,096
27,647
27,159
26,173
26,637
25,122
23,023

Source: Perko, p. 426

Since their rate of capital turnover was slower than that of SOK,
the E-co-operatives were not able to offer prices that were any lower
than the normal market prices. “It became difficult for the Emovement to live up to its name of being a cheap supplier”.(89) At the
same time, the dividends paid out by the co-operatives in the Emovement became less and less. In this context the 1963 KK
congress expressly told member co-operatives to reduce their dividends because many of the co-operatives “were showing profits only
as a result of co-operation with OTK”. It is clear, however, that the
virtual abolishing of dividend payments was a bitter pill for many
members since the dividend constituted an important element in the
membership relationship.(90)
During the first two decades subsequent to the war the E-cooperatives sold mainly foodstuffs (1954 foodstuffs accounted for 86
per cent of the total turnover and even in 1964 made up 80 per cent
of the total). This means that the E-movement had not succeeded in
making any real inroads into the rapidly expanding non-food sector.
In order to reverse this trend OTK opened up new non-food retail
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shops and department stores in competition to domestic and foreign
enterprises. These were managed, however, by the primary cooperatives(93). Since the primary co-operatives did not have control
over these new units, they soon lost interest. In 1964 the OTK nonfood shops were transferred to the primary co-operative organisation.(94) This is an example of a well intentioned “centralistic”
initiative that failed because of passiveness and lack of interest on
the part of the periphery.
On the political side the E-co-operatives found an original but not
unproblematic solution for the settling of their internal fraction
differences in the years following World War II.
The outcome of the “continuation war” against the USSR had a
decidedly weakening effect on the reformist and anti-Soviet grouping within the co-operatives and the SDP. Their leading personality, Tanner, was sentenced to several years imprisonment on the
insistence of the Soviets, and the now officially tolerated communists took part in the government until 1948 via their supporting
party SKDL (People’s Democratic Party).
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Table 8:
NUMBER OF CO-OPERATIVES PAYING DIVIDENDS
Year

Dividend percentages

No dividend

1945
1950
1955
1960
1964

4
37

0.5-0.7

0.8-1.2

1.5-

2
21
53
51
42

68
86
55
51
18

45
9
5
9
5

Source: Ilmonen, p. 105

Table 9:
ANNUAL CAPITAL TURNOVER RATIO IN E AND SOK
CO-OPERATIVES FROM 1945-1964 (91)
Year

E

1945
1950
1955
1960
1964

2.75
3.81
2.72
2.63
2.62

SOK
3.6
4.0
3.0
3.0
3.1

The time had come for the permanent political wrestling in the Emovement to be directed into regular channels. The annual general
meeting had become totally unrepresentative (in the case of Elanto
a maximal 3 - 7 per cent attended the AGM). Accordingly a new
uniform election system was drawn up by KK in 1955.(98) Compared
with the “manipulated” democracy associated with most other

Source: Ilmonen, p. 100

Table 10:
E-CO-OPERATIVES BALANCE SHEETS
1945-1964 (92)
Year

Outside capital

Loans

Credits

Index

Index

Index

100
329
498
612
738

100
498
831
1,205
1,544

100
253
347
343
372

1945
1950
1955
1960
1964

After the war, this party SKDL also began with a serious bid to
take over the political leadership of the E-movement from the social
democrats.(95) Tactical questions as to what should be done with
war criminals played a certain role. However, with the beginning of
the Cold War the social democrats managed to retain control over
the KK organisation. The old anti-Soviet war-horse Tanner, was
even reelected party chairman from 1957-63, which led to a splitting
of the social democrats - whilst the communist party had its own
internal split in 1969 into “Euro- communists” and an orthodox
group. All these developments did little to create a favourable
climate for the personnel decisions which had to be taken primarily
in view of the economic situation. As Ilmonen expressly points out in
connexion with the employer function of the movement: “It was
hardly a matter of complete political indifference as to who occupied
the top jobs in the central organizations and societies.”(96) In this
context one can scarcely avoid remembering Ilmonen’s remark to the
effect that in this period: “As wages rose, thanks to inflation, labour
costs in trade increased, particularly in consumer co-operatives.”(97)

% of total
longterm

24.8
56.8
51.0
50.2
51.0

Loans from members
Index
100
84
200
212
246

% of total longterm

Own capital

% of total longterm

Index
51.8
29.6
35.8
35.5
34.7

100
86
139
187
220

23.4
13.6
13.2
14.3
14.3

Source: Ilmonen, p. 98
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consumer co-operatives throughout the world, as well as with the
SOK organisation, the secret political elections held by the Emovement doubtless represent an added measure of democracy.
Particularly since 1970, when the age of national E-co-operative
elections began with a uniform election day, these elections became
a popularity barometer for the political left.(99)

aspects. OTK gained increasing control over the investment policies
of the primary co-operatives. For its part KK had its auditor function
and a greater proximity to the social democratic political party. This
conflict was eventually decided in favour of the dominating business
organisation - just as it was in parallel cases in other European
countries. In 1970 KK was obliged to cede to OTK its advisory
function vis a vis the member co-operatives and thus was left with
its auditor function only. The board of directors and the supervisory
board of OTK and KK were from then on of identical composition
(with a 75 per cent lay majority in the supervisory board). In 1973
KK was stripped of its last commercial activities and henceforth
functioned as a member relations and consumer political
organisation housed in the OTK headquarters building.(102) This
eclipse of the “ideological” federal organisation in the face of economic centralisation can be regarded as a highly exemplary aspect of
European co-operative development.(103)

Table 11:
RESULTS OF THE E-CO-OPERATIVE ELECTIONS
- 1979
Party
Bourgeois
SDP
TPSL/STP
SKDL

1962

1965

1968

1971

1975

7.4
48.8
1.9
42.3

6.8
49.0
2.6
41.6

7.5
49.8
1.7
40.5

7.5
51.5
1.7
39.1

8.1
49.8
0.2
41.9

1962

1979
7.0
52.2
40.5

Source: Ilmonen, p. 183

Of course, Ilmonen himself points out that the party-internal
intrigues, the candidature of well-known politicians, and the barometer function of the elections soon led to the key positions in the Eco-operative movement being occupied by leaders from the workers’
movement or politicians sharing their views.(100) This close association between politics and business in the E-movement led to a
situation when “in the sixties and seventies no major organisational
decisions were made without prior consultation at party headquarters”.(101) One might well ask whether the prevailing political
policy at any given time and the group rivalries within the political
parties were of great help when the need arose to solve co-operative
business problems.
Apart from this penetration of the movement with party political
considerations, growing tension between the two central organisations KK (which can be compared to the British Co-operative Union)
and the OTK was also of some influence during the sixties. By virtue
of its counselling function to its member co-operatives KK brought
certain elements of the co-operative tradition into its thinking
whilst OTK for its part was essentially oriented on the economic
620

Whilst the E-movement market share up to about 1964 had
remained around the prewar level of approximately 15 per cent, the
turning point had now been reached, and the “negative growth”
referred to by Ilmonen(104) became increasingly more apparent as
the eighties drew nearer.(105)(cf. Fig. 4)
In his study of the E-movement in the trade cycle Salonen stressed
that up to the mid sixties this was dominated by the relatively low
purchasing power of its members and the all-importance of the
grocery business, but subsequently - as a result of both the marketing policy and business structure adopted - the traditional customer
loyalties were lost.(106) And yet it was during the sixties and
seventies that the marketing network of the E-co-operatives was
modernised and streamlined on a hitherto unparalleled scale.
During that period the E-co-operatives closed down (presumably
under the pressure of poor profitability) more shops than either the
SOK group or Kesko - today Finland’s largest private trading group.
In doing so it seems probable that the E-co-operatives lost many
loyal members as customers but failed to appeal sufficiently to a
younger public with greater purchasing power.(107)
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Fig.4:
TURNOVER HISTORY OF THE E-MOVEMENT COMPARED WITH THAT OF THE PRIVATE SECTOR IN
FINLAND 1960 - 1980
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Table 12:
NUMBER OF SHOPS IN THE RESPECTIVE RETAIL
ORGANISATIONS

K shops
SOK shops
E movement
T shops
Total

1972

1974

1976

1978

1980

1972-1980

3,764
3,406
2,916
3,300
13,386

3,583
3,176
2,776
2,788
12,233

3,584
2,995
2,476
2,569
11,624

3,662
2,711
2,176
2,314
10,792

3,674
2,579
2,017
2,089
10,359

-90
-827
-899
-1,211
-3,027
(23 %)

Source: Ilmonen, p. 145

Table 13:
SHOPS AND TURNOVERS OF THE MAJOR RETAILING
GROUPS AND MARKET SHARES FOR DAILY
NECESSITIES 1978(109)

Annual
turnover FIM
mill.

K shops

T shops

Numb Sales
%
%

turnover history of the E-cooperatives
development of the private sector
0-0.49

SOK

Numb.
%

Sales
%

E Movement

Numb Sales
%
%

Numb.
%

Sales
%

25

4

28

6

31

8

16

4

19
27
20
9
100

7
18
29
42
100

26
22
17
6
100

12
19
30
34
100

34
20
10
6
100

16
19
21
36
100

42
22
14
5
100

19
20
28
29
100

Source: Ilmonen, p. 144

For both co-operative groups, the E-movement and SOK alike, it
can be said that the modern supermarket type shops offering low
priced goods were introduced too late in comparison to the competition - and even in comparison to the Swedish co-operative movement
(this delay may be partly due to resistance on the part of the
members)(108)
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0.5-0.99
1-1.99
2-4.99
5Total
Market shares

36

21

20

16

Source: Ilmonen, p. 146
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REAL TURNOVER INDEXES OF THE E SHOPS
BY SHOP TYPE(110)

OTK’s capital structure changed in the 1970s from “above average
to disastrous.”(113) Interest payments grew from 20 per cent of
operating profits (1965) to 81 per cent (1980). From around the
middle of the 1970‘s OTK had to polish up its trading results by
selling assets.

Table 14:

Year

DepartEKA
ment stores hypermarkets
Index Change Index

1971
1972
1974
1976
1978
1980

E super- Food shops
markets

General
stores

Change Index Change Index Change Index

100
100
108 7.6
251 251.0
128 13.0 1,500 66.1
129 1.1 2,219 22.6
116 -5.2 3,013 3.7
106 -5.0 3,423 15.4

100
134
246
302
342
388

33.7
42.9
11.8
14.1
1.7

100
111 11.3
112 -3.4
103 -4.1
89 -8.3
81 -4.6

Speciality
stores

Change Index Change

100
83 -11.3
72 -2.4
57 -9.0
43 -10.1
40 -6.3

100
194 3.6
119 -0.9
111 -6.7
80 -21.7
107 17.8

Source: Ilmonen, p. 147

Glumly, but not very precisely, Ilmonen goes on to remark:”...that
throughout the seventies they recorded a deficit. Officially, this
averaged 5 per cent (5 per cent of what? If it was turnover then it
would be enormous... author’s note). What the real figure was is
anybody’s guess.” (111)
Table 15:
CAPITAL STRUCTURE OF THE E-CO-OPERATIVES
1965-1980(112)
Year

1965
1970
1975
1980

Outside capital

Loans Credits

Share % Index

Index

52
56
61
64

100
128
128
133

100
132
151
153

Member’s
capital

Own capital

Index Share % Index Share % Index
100
122
84
94

34
33
31
27

100
113
96
85

Table 16:

14
11
8
9

100
94
62
71

OTK CAPITAL STRUCTURE 1965-1980(114)

Year

Outside
capital FIM
mill.

Index

Share %

Own
capital FIM
mill.

Index

Share %

1965
1970
1975
1980

815
1,343
1,376
1,683

100
164
168
206

74
80
86
91

280
329
234
173

100
117
84
62

26
20
14
9

Source: Ilmonen, p. 154

Between 50 and 60 per cent of the long term loan capital came
from within the movement (from Kansa-Insurance and Tuki Pension Fund) and the remainder was borrowed from the banks. The
absolute growth of the loan capital element would not have been so
disturbing if the profitability had been better. During the seventies
only 52 per cent of investments could be funded from equity capital,
the rest had to be obtained by incurring increasing debts.
Particularly in the late sixties and the seventies the movement
had to rely heavily on borrowed capital to fund investments. However, the growing obsolescence of many of the shops showed that
even the borrowed capital was not enough to satisfy all investment
requirements. Only one primary co-operative - Elanto -was in a
position to finance its own investments in the seventies.(115) It was
also this co-operative which decided to opt out of the “emergency
merger” to form “Co-op Finland” at the beginning of the eighties.

Source: Ilmonen, p. 149
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2.2.

THE SOK CO-OPERATIVES UP TO 1975

Ilmonen’s account of the E-movement was written at a time of
acute crisis and thus shows a tendency to “play down” certain partial
successes - such as achieved with own production, or in the services
sector, the catering trade for example, and at regional levels. Our
main source of information on SOK on the contrary has something
of a “jubilee publication” character, particularly for the post 1945
era. This is also due to the fact that it originates from a period when
the existence of serious problems in the SOK sector was not yet
openly admitted. The valuable statistical presentation by
Laakkonen in its section on the consumer co-operatives (Laakkonen,
1977, p. 56 et seq.) is even more coloured by the picture of a cooperative world where “everything is fine” - an impression which
both consumer co-operative groups attempted to convey for as long
as possible, even in their balance sheets.
This bias on the part of the main sources does of course shine
through also in this present synopsis. On the other hand, it seems
obvious that the economic situation in the SOK camp was indeed for
longer periods much better than in the E-sector. Particularly the
development of the department store and tourist sectors should be
assessed positively, as should the remarkable streamlining programmes put into effect in the warehousing, transport, and own
production sectors. However, the rather loosely knit structure of the
primary co-operative network was beginning to become something
of a serious problem. It is true that a tendency to concentrate was
making itself apparent here, too, but this was far less pronounced
than in the E-movement.
In both 1951 and ten years later the ten biggest primary cooperatives in the group were still accounting for the same share of
the total turnover - one of about 19 per cent. It was only in 1977 that
the “top ten” were able to claim a 28 per cent share of the total sales
turnover, Meanwhile two big “merger co-operatives” from northern
Finland had entered the ranks of the ten biggest.(116) The SOK
market share in the rural areas was - and still is - far greater than
in the towns. Thus with the rapid rural exodus and the tendency to
urbanise SOK saw itself faced with a more potentially serious
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problem than the E-movement which had always been town-oriented. However, the E-group had been unable to profit in any way from
this demographic factor.
The manning level of the SOK movement increased by 84 per cent
between 1952 and 1974. The reverse trend which set in from 1974
onwards was - according to Perko - a reaction to the energy crisis and
the raw materials price hike. However, it obviously is also attributable to deteriorating trading profits and rising wages.(117)
In this context, the rough periodisation selected for our project is
quite relevant also for the co-operative movement in Finland. Of
course, however, it must be admitted that serious problems (and
reductions in manning levels) occurred much earlier in the case of
the E-movement, and that even within SOK “cracks were beginning
to appear here and there in the beams” already at the end of the
1960‘s.The necessity of resorting to mergers as a reaction to the
economic difficulties facing individual co-operatives was clearly
recognized during this period. Since the beginning of the 1920’s the
movement had not permitted any co-operative bankruptcy.(118)
However, - this “prestige policy” of the sector meant that the central
institutions had to accept full responsibility for the creation of the
emergency mergers in question: “but since those in the co-operatives
often could not see the economic realities demanding a merger, and
indeed did not want to see them”, SOK - as Perko put it - earned the
reputation here of being the “villain of the piece”.(119) Amongst the
difficulties which had to be overcome when enforcing mergers was
that Swedish–speaking co-operatives were seldom willing to merge
with Finnish–speaking co-operatives.(120) These problems of merging co-operatives are a phenomenon that is internationally known.
Often the issue at stake is a prestige matter only, such as the name
of the new co-operative. This is a typical example for certain
contradictions between economic reality and the attitudes adopted
by members and elected officials. These attitudes often appear to be
tainted by parochial rivalries and local patriotism.
Amongst those strategies, which, at least over the medium term,
were highly successful for the SOK organisation was the development of the biggest chain of department stores in Finland during the
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fifties and sixties. Following the example of the “Domus” chain in
Sweden, centrally located department stores offering first-class
service and at least 1000 m2 sales floor were opened in various towns
throughout Finland. According to Perko, the co-operatives saw
themselves in a position of strength here vis a vis the private sector
since, as a general rule, they had an organisation which covered the
entire region whereas the several smaller member companies making up Kesko and Tuko represented almost as many conflicting
interests.(121)

4 per cent in 1960 to 30.8 per cent in 1977 (1970: 21.6 per cent). The
SOKOS department stores accounted for a good 40 per cent of the
total department store turnover in Finland (reaching its highest in
1975 with 48.8 per cent).(124) Meanwhile, however, the department
store branch has become something of a problem child.

The development of the “SOKOS” chain of department stores was
governed by two principles. Individual co-operatives opened their
department store using their own resources. Alternatively, the
department stores were opened on a joint venture basis. In all
probability it was the success of SOKOS house in Helsinki (a project
started during the war and completed in 1949 together with a big
hotel and a meanwhile famous restaurant, the latter being 90 per
cent SOK-owned) which inspired a continuation of SOK activities in
this sector.(122) In this context the Finns looked not only to Sweden
for inspiration, but also to the United States, with the result that as
far back as the 1950‘s SOK had begun to acquire centrally located
building sites for its new department stores.
As mentioned above, Ilmonen reports that the E-movement had
run into some very serious problems in the administration of its
department stores. Also in the case of SOK it became apparent
towards the end of the fifties that the department store venture
could come unstuck. A “committee for department store questions”
appointed in 1959 came to the conclusion that a greater concentration of efforts in this sector was desirable. This led to the new type
“jointly-operated” store in which the SOK central organisation took
over sales space (for non-food business) from the local co-operative
in return for a percentage of turnover plus 50 per cent of any further
trading surplus.(123) As became apparent, the rush to open department stores confronted both consumer co-operative movements with
grave organisational problems - which they tried to solve in the spirit
of a gentle but further centralisation. By virtue of this
reorganisation the turnover accounted for by the SOK department
store chain in relation to total turnover expanded considerably from
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Another field in which SOK was able to make considerable
inroads after the end of the Second World War was that of the hotel
trade. It made considerable investments in that sector during the
sixties and seventies in particular. In 1974 these hotels were
reorganised into the SOKOS Hotel Chain, which in 1978 embraced
a total of 59 hotels, most of which were of the two to four star class.
Thus the SOK movement became the biggest hotel owner in Finland.
Apart from owning hotels, the SOK co-operative movement also has
several hundred cafes as well as other gastronomical facilities.(125)
With this seemingly highly successful venture into the services
and leisure sector the SOK movement had doubtless reached the
point farthest removed from its roots in the agricultural world.
As far as this relationship with the agricultural sector is concerned, the final break with Hankkija came at the end of the sixties
after a long period of warning tremors.(126)The division of markets
agreement signed back in 1926 had to be revised repeatedly as new
products in the agricultural requirements sector were appearing all
the time. For example, in the fifties SOK was not willing to give up
its interest in the supply of electrical domestic appliances. After an
intermediate period of two years during which there was no formal
agreement, SOK and Hankkija “under extreme pressure from the
Pellervo society “ signed a new agreement, the terms of which
required that SOK hand over to Hankkija, amongst other things, a
fodder processing plant which SOK had set up earlier. (Hankkija
had the support of both the Pellervo society and the Central Farmers’ Association, MTK, in this dispute). Conflict broke out anew in
1960 when Hankkija began to trade in radio and television receivers.
In this context Hankkija began to agitate against the new central
warehouse and transport system of SOK on the grounds that it
undermined the independence of the primary co-operatives and
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relegated them to branch store status.(127) There was talk of a “new
group conflict” in the co-operative movement. In this case, however,
commercial power was the clearly real motive rather than the
(partially) ideological differences which were the cause of the first
group conflict of 1916-17. After a compromise agreement in 1962 which also provided for regular consultations - there was new
discord. In view of plans for a merger between the Swedish speaking
central co-operative “Labor” (quasi a Hankkija counterpart) with
SOK or with Hankkija, a further interim agreement was signed. In
1968 Hankkija took over this floundering central co-operative
whereupon the Swedish speaking primary co-operatives immediately looked to SOK as a partner, particularly since Hankkija was
now energetically developing direct trade with the farmers. Accordingly, SOK acquired a block of shares in a well-known agricultural
machinery company, increased its capital stock to 90 per cent in
1974 and subsequently operated the company as “Machinery Department” within SOK. As a consequence of these developments,
business relations between Hankkija and SOK were completely
severed as from the year 1971.(128)

own production, or to market the industrial products from the other
co-operative group through one’s own sales network.(130) Just as in
the conflict with Hankkija ideological proximity had to take second
place to commercial considerations, in this case the two sides were
brought together by rational considerations of mass production and
cost cutting. In partnership with KF (4 per cent) and OTK (45 per
cent), SOK (51 per cent) established a modern detergent factory
whose products were soon to capture more than a third of the Finnish
market. Rationalisation of production by SOK and OTK through cooperation blossomed in the early seventies and even led to speculation regarding a merger of the two co-operative centres. Here again,
however, the political interference factor made its presence felt.
Particularly in the ranks of the central farmers’ association there
were very strong feelings against such co-operation.(131)

Whilst SOK found itself unable to establish satisfactory relations
with those institutions in the agricultural sector which were “ideologically akin”, it was able to improve ties with OTK and this
particularly through co-operation in the industrial sector.
Renewed and streamlined after the Second World War, SOK’s
industrial production had already exhausted sales potential to its
own primary co-operatives by the 1960’s.(129) Direct sales to bulk
buyers and export customers were one way out of this problem
(exports which accounted for only 4 per cent of SOK sales in 1960
were claiming a 20 per cent share ten years later). A second way
round this problem lay in industrial co-operation.
Already by this time SOK was no longer producing just traditional
products for the general merchandise market but also such items as
nails, doors, windows, and rigid foam products. In contrast to these
new production lines, a traditional market such as the millering
sector, remained far behind.
By the early 1960’s both SOK and OTK were slowly beginning to
accept the idea that one should use the other’s raw materials in his
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In this context a few words about the role of politics within the
SOK organisation might be appropriate.
Politics and their quasi-feudal structures played a more discreet
role with the SOK group than in the E-movement but should
nevertheless not be ignored. A few examples from Perko’s writings
on the historical personalities will serve as illustration: When in
1958 the chairman of the SOK supervisory board, the economist
Alajoki, died at the age of 76, SOK lost a personality who had not only
taken an active part in the conflict between the two groups, but who
had also held a number of managerial positions (including) with
Hankkija, in the Pellervo society, and in the co-operative insurance
branch. Apart from this he was the first chairman of the national
union of agricultural producers. Member of the supervisory board
since 1917, its deputy chairman from 1927-34 and its chairman from
1934 to 1958, according to Perko he ranks as one of the most
significant leaders of the Finnish farmers in the twentieth century.(132) His successor, Antti Kukkonen, was “particularly known as
a politician”, represented the agrarian party in parliament 1919-44
and 1954-61 (he was imprisoned over the period 1945-47 because of
his political ministry during the war years). In 1970 he retired from
office as chairman and member of the supervisory board at his own
request. Following these two veterans from the interwar years there
were several changes at the top level of SOK’s elective officials
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within a relatively short space of time It is possible that these were
symptomatic of the growing unrest within the SOK business sector.

The Consumer Co-operatives in Finland
Fig. 5:
BREAKDOWN OF THE SOK CAPITAL 1952-1977

During the years between the wars the managing director, Hugo
Vasenius (who later took the more Finnish name of Vasala) remained in office and played a dominating role from 1921 - 39.(133) Then
there were frequent changes at management level after the war, and
particularly after the departure of Paavo Vidings (1949-65). However, to quite some extent these changes could be accounted for by
the fact that managers of the SOK commercial management had
been called upon to take up government posts - e.g. Lauri Helanen
(1953 minister for social services, 1957-58 minister of finance, or
Viljo Luukka (1975 minister of finance).
In 1975 for the first time ever a man not having “the smell of the
co-operative stable on him” was elected deputy managing director of
SOK. It was Per Heinrichs who until 1973 had been manager with
Shell. With this attempt to introduce new blood into the movement
from a transnational enterprise it is possible to detect a symptom of
the need to modernise and rationalise within the co-operative sector.
Thus, also in the case of SOK, the dominance of the “founding
generation” at managerial level lasted into the late 1950’s. But then
it became necessary to bring the management into line with the
changing market situation and thus to open the boardroom to
outsiders, particularly those with good academic qualifications.
As far as the business results for the SOK sector are concerned,
our main source, Perko, is much more discreet in his reporting than
was Ilmonen, whose book was published in a phase of virulent crisis.
But even Perko reports that after SOK had increased its share
capital in the year 1949, and the percentage equity capital of the
SOK balance sheet sum increased to 35 per cent by 1955, from then
on it began to fall continuously. SOK further increased its share
capital in 1966.(134)
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I
II
III
IV

Net surplus
available or other funds
reserve funds
investment capital

Source: Perko, p. 518

From the above figure it will be readily apparent that from 1967
onwards the SOK net surpluses accounted for a decreasing portion
of the equity capital. Perko went on to comment that “the most
striking aspect here, and also the most disturbing for SOK was the
falling of the net surplus from 22 per cent of the equity capital in 1952
to around 1 per cent in the seventies.(135) Bearing in mind the old
rule of thumb that a good balance sheet is usually better whilst a less
good balance is usually worse than it appears on paper could mean
that SOK‘s situation was actually more difficult than was officially
admitted. Perko points out that SOK’s first ever negative balance
was due to exchange rate losses on foreign loans, and that SOK was
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not alone in its misfortune here because OTK returned its first
negative balance that same year.(136) But also the reduction of the
depreciation quota from 1 per cent of the turnover to around one of
half of a per cent at the beginning of the seventies is recognized by
Perko at the end of his work as a serious symptom of restricted
freedom of movement.(137)
Fig. 6:
SOK: GROSS SURPLUS, NET SURPLUS, WRITE–OFFS
AND COSTS 1952 - 1972 AS PERCENTAGE OF SALES
TURNOVER

The Consumer Co-operatives in Finland
2.3.

PROBLEMS FACING THE FINNISH CONSUMER
CO-OPERATIVES 1945-75

The main problems confronting the movement during this period
have already been outlined in the sections devoted to the economic
development of the E-sector and the SOK-sector respectively.
In the case of the E-movement it was apparently the unattractiveness of their shops - not only to potentially new customers, but also
to the older traditionally loyal ones - which constituted one of the
main problems. Seen from the business management angle, the
already “traditional” problems of too high a staff expenditure and an
extremely high degree of capital involvement - particularly because
of the policy of maintaining high inventories - were becoming
increasingly dramatic. It also seems that the problem of reorganising the department store sector could not be solved so efficiently as
was the case in SOK. Public political exposure increased as a result
of the reforms of election procedures.
Co-operative elections in the E-sector became comparable with
local government elections as “barometer elections of the left”. This
probably had if anything a negative effect on the commercial fortunes of the E-group. Political differences between the elected cooperative officials (social democrats, communists, left-wing socialists, liberals) resulted in problematic influences in connexion with
particular regional interests.

I
II
III
IV

Gross surplus
Net surplus
Write-offs (on longterm investments)
costs

Source: Perko, p. 518

In the SOK sector it would appear that regional political particularism was of greater significance as a factor of influence than party
political considerations were. Relations with the - not too monolithic
- agrarian interest groups (which had been originally quite close)
clearly cooled off during the course of the long economic conflict with
Hankkija. The strong position of the SOK central co-operative
became more pronounced, a business philosophy (including the
recruiting of experts from outside the movement) was developed particularly since the emergence of economic problems. However,
this business philosophy was still opposed by the traditional groups
of elective officials.
One consequence of the confrontation of managerial renewal
strategies with traditionalist member’s representatives in Finland
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- as in other European countries - was the hushing up of serious
economic problems for years ... if not decades.
“Keeping up a positive image for co-operation” was understood to
mean that one did not officially acknowledge the existence of
economic crisis symptoms. In a discussion with an SOK representative it was more or less conceded that for some 16 years or so the SOK
group would not admit to making net losses. The situation was much
the same with the E-movement. Being unaware of - but at the same
time involuntarily refusing to accept - bad news remains one of the
most problematic aspects of co-operative democracy. In a way it
appears that elective officials like being lied to: it minimizes their
psychological burden of responsibility and they are not asked to take
part in unpopular decisions (like reducing personnel). Especially if
they are politicians they may actually cultivate “the art of not
knowing”. That the management was willing to adapt to this attitude for a long time, has something to do with its own short-term
interests: it is quite tempting to keep one’s job and social prestige by
pretending to those all too trustful members’ representatives that
everything is running smoothly - especially if there are still giant
reserves. Over the long term, however, these attitudes may become
very dangerous, because even giant reserves are depleted one day.
A new manager, an outsider brought into the Finnish co-operative
movement as a reformer, said in an interview for this study: “One of
our basic problems is that we have a co-operative tradition of not
facing problems”.

The Consumer Co-operatives in Finland
3.

THE FINNISH CONSUMER CO-OPERATIVES
SINCE 1975

The Finnish consumer co-operatives - like their counterparts in
other European countries - today have a membership mainly taking
a customer attitude. A large scale opinion poll recently conducted
with members of Elanto, e.g.revealed that the most popular reason
for being a member is that “there is an Elanto shop in the neighbourhood” (29 per cent). Other reasons given were “habit” (23 per cent)
and “advantages offered to members” (15 per cent). The ideologically
slanted reason “because Elanto is there for the workers’ benefit”
found agreement amongst only 10 per cent of those asked whilst
“attractive prices” (3 per cent), co-operative character (3 per cent),
and “democratic management” had even less supporters than the by
no means flattering “difficult to resign membership” (4 per cent).
(138)
No less than 71 per cent of all those asked agreed that “in earlier
times being a member of Elanto was much more advantageous than
it is today”,(139) although there can be no doubt that Elanto was and
still is the relatively most successful co-operative in the E-sector.
Incidentally, the majority of those asked rejected the idea that
membership entailed an obligation to purchase from Elanto.(140)
Commenting on this, Ilmonen remarks that ideological factors are of
lesser consideration with Elanto than they are with other E-cooperatives because the Elanto membership includes a high proportion of women and politically more liberal-minded people. On the
other hand, in view of its mixed structure Elanto probably figures
mid-way between the E-group and SOK in that the relationship to
members is stripped of emotional elements to a higher degree with
SOK than with the E-group.
This attitude on the part of the co-operative members in Finland
is quite in line with the international trend. In business terms it
means that the Finnish consumer co-operatives must be able to
match their competitors in price, quality, and service if they are to
survive because ideological commitment simply is not going to help
a lot. Indeed, they have little choice but to approach their customers
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as “homo economicus” rather than as “homo ideologicus”. This would
seem all the more true since that group of co-operatives which
struggled to retain something of an ideological profile fared the
worst in recent years.

In the years since the oil crisis the Finnish economy has developed
better than the European average. This success is based on the social
and political stability resulting from broad coalition governments,
on the problem-free relationship with the Soviet Union as an
important trading partner coupled with a successful economic integration into the western export markets and on successful industrial
specialisation (in the building of ice-breaker ships, colour television
sets, etc.). These factors have enabled Finland to achieve a status
which it did not have at the time when international trade was
passing through a boom period. Oversimplifying somewhat, it could
be said that it is only in the last 20 years that Finland has developed
into a real capitalistic industrialised state. This essentially
favourable situation admittedly is still blemished by labour market
problems in the disadvantaged regions. The retail trade sector,
however, is the scene of brutal and annihilating competition. The
remainder of this present study - based mainly on interview material and annual reports - is devoted to clarifying the present position
of the two major co-operative groups.

This is not necessarily a condemnation of a possible reactivation
of relationships with members - a formula which is often suggested
as “a wonder cure” for problems currently facing the consumer cooperatives.(141) However, in this case it must be assumed from the
very outset that members will expect their co-operative to offer at
least the same standards as competitors from the private sector. The
interest which the co-operative administrations have in members as
suppliers of capital of course remains vital. Advertising campaigns
with this motive in mind were launched by the E-movement in 1974
and by the SOK-Group in 1975, but they do not seem to have been
sufficiently convincing to the members.(142)
The privately operated K-Group (Kesko) has been particularly
successful in the Finnish retail trade in recent years. Indeed, it has
meanwhile become the leading grocery supplier for all social groups.
A market study conducted in 1975 revealed that even workers’
households were purchasing more in K-shops than in E-shops.(143)
This group can be compared with the ICA organisation in Sweden.
It consists of private retailers with individual profitability and
responsibility yet integrated into a network both in terms of capital
and marketing. Its attractiveness seems presently greater than that
of the co-operative retail shops as far as all sections of the population
are concerned. Also, in this relatively flexible organisational construction the effect of pooling losses is less apparent than in the case
of the co-operative union. Individual shopkeepers have to offset poor
trading figures by increased self-exploitation (longer working hours,
assistance from members of the family) or have to declare bankruptcy on an individual basis. Losses incurred by ill-functioning cooperatives, however are “socialised” and thus also burden the more
efficient sectors of the movement. In Finland where the competitive
situation is highly oligopolistic, and where the amount of money
spent on advertising per head of population is more than double the
European average, such factors can turn out to be the decisive
millstone round one’s neck.(144)(cf. Table 17)
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3.1.

PROBLEMS CURRENTLY FACING THE
E-MOVEMENT

As the 1970‘s came to a close, problems in the E-sector became
more acute. The total merger to form “Coop Finland”, which OTK
managing director, Eero Salovaara, had made the subject of internal
working papers as far back as 1966, but which he had never
supported in public, proved to be inexorable in view of the weakness
of a large number of major E-co-operatives. The growing urgency of
the management problem is readily apparent from the fact that the
E-movement works school was converted into an educational institute primarily intended for the training of management personnel.(145) Because of the weakness at the periphery of the organisation, the already existing trend towards centralisation developed
into a full scale merger - which, however, “was not going quite
according to OTK’s plan.”(146)
The biggest primary co-operative, Elanto, which alone accounted
for 165,000 out of a total of 490,000 members, chose to remain
639

Robert Schediwy

The Consumer Co-operatives in Finland

Table 17:
BREAKDOWN OF SPENDING ON ADVERTISING BY
MEDIA GROUPS IN EUROPE

Austria
Belgium
Denmark
Finland
France
Greece
Ireland
Italy
Netherlands
Norway
Portugal
Spain
Sweden
Switzerland
United Kingdom
West Germany
Total

Press

Outdoor

Cinema

Radio

Television

Direct

153.0
265.7
321.3
602.8
1,407.0
47.4
44.0
858.6
1047.3
407.2
11.2
533.7
387.1
545.5
2,954.5
3,685.2
13,271.5

21.2
56.2
12.6
11.2
376.9
1.9
4.8
102.1
59.1
5.8
1.4
41.7
21.9
51.6
181.8
166.7
1116.9

55.5
3.5
2.3
50.3
0.5
1.2
20.4
9.1
4.6
1.4
13.3
5.2
6.1
25.8
41.7
190.9

40.6
1.3
226.1
7.6
14.3
162.8
18.2
11.2
143.4
1.9
122.7
209.1
959.2

94.4
43.1
75.4
452.3
71.5
33.3
654.3
81.1
20.3
323.5
61.0
1,465.2
517.4
3,892.8

30.9
81.6
189.5
95.7
251.3
2.4
3.6
111.7
542.2
139.1
0.7
100.0
258.1
42.3
575.8
606.4
3,031.3

Other
46.8
99.1
157.0
1.3
132.8
50.3
23.1
0.5
233.5
141.3
512.1
1,397.8

Total
340.1
453.4
573.7
886.5
2,920.9
132.6
101.2
2,042.7
1,807.3
579.8
46.7
1,389.1
672.3
649.7
5,837.9
5,226.5
23,860.4

Source: Euromonitor, after Financial Times 3.1.1985

distinct from the newly formed EKA co-operative. Ilmonen
commented:”The reasons given were economic but the close observer could not fail to gain the impression that behind it were the
vested interests of Elanto’s management.”(147) But perhaps in this
instance Ilmonen is too well informed an observer because he does
not mention the established interests of those parties who were 100
per cent in favour of the merger. In any case, shortly after the merger
a book appeared which was specifically devoted to those interests
which de facto tried to force Elanto into the merger.(148)
To this present day Elanto has stayed aloof from the EKA merger
and will probably continue to retain its independence in the future.
The co-operative is, of course, still a member of the KK union meanwhile an organisation of little practical importance - and has
ties with the EKA group through certain joint participations. Similarly, the wholesaler function which the former OTK performed is
still carried on in part by EKA. However, Elanto did call in a new
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auditor (KK no longer functions as auditing association) and it
would appear that relations between the two co-operative groups
within the E-movement have become clouded.(149) How could such
a serious breakdown occur ?
A glance at the historic structure of the E-movement reveals that
the capital city co-operative was traditionally a heavyweight in
comparison to the other primary co-operatives in the region. (Its
particularly high personnel quota may possibly be traced back to the
early importance of own production facilities at Elanto.)
Having achieved a dominant position, Elanto in its function at
that time could be directly compared with the major co-operatives of
Copenhagen, Stockholm or Vienna. As pointed out above, Elanto
developed along its own lines also as far as the ideology was
concerned. Indeed, it was the stronghold of those right-wing, reformist social democrats who always considered it important that there
should be a good understanding with the middle-class, liberal
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groupings. When it finally came to the split of 1917, Elanto initially
tried to retain membership of both SOK and OTK at the same time
(but was ultimately expelled from SOK). By virtue of this policy of
appeasement in the class struggle, Elanto - with its considerable
middle-class minority - was able to retain its leading role in Helsinki. Even today it is claimed with some pride that every Finnish state
president so far has been a member of Elanto. (Mr. Koivisto, who is
currently president, was even Elanto chairman until 1983). In
contrast to the rest of the E-movement, Elanto always had its own
members’ newspaper. Similarly, the name of Väinö Tanner, president of KK (and for some years also of the International Co-operative
Alliance) has always been held in high regard at Elanto, where he
had served for 30 years as chairman. Incidentally, only recently a
memorial to Tanner (also a controversial issue) was erected near the
Elanto head office block - from where Finland was often governed
during the Second World War.

All these historical factors of special interest give the capital cooperative its own tradition.

Also to this very day Elanto is famous for its particularly good
bread. Small wonder, therefore, that the capital co-operative opposed every attempt to have bread production centralised under the
wing of OTK.

An additional factor to be taken into account is that Elanto’s
economic situation at the time of the merger was considerably
healthier than that of the movement as a whole.(150)
Thus a number of preconditions for the failure of the merger have
already been identified. An organisation with such strongly autonomous traditions would not merge into another, bigger organisation
voluntarily, unless it were to be assured of a dominant role. In this
instance there can be little doubt that the interests of the management did play some role, and certainly not only as regards individual
persons but “in corpore”. It is an accepted fact that when mergers
take place, there is no actual merger at management level as a rule
- however much this may be desirable from the point of view of the
selection of the best. It is much more usual that the management of
the firm that is de facto taking over will retain its dominant position
(a fact that can easily lead to frustration and demotivation amongst
the dethroned managers of the company which has been taken over).

Table 18:
THE SIGNIFICANCE OF ELANTO WITHIN THE GROUP
OF E-CO-OPERATIVES

Year

E-co-ops

Members
of which Elanto

% share

1920
1930
1940
1950
1960
1070
1977

143,896
241,732
318,036
479,744
510,957
574,733
643,025

28,405
42,329
72,396
92,432
107,405
140,640
150,498

19.7
17.5
22.7
19.2
21.0
24.5
23.4

Turnover in 1000 FinnMK
E-co-ops
of which
% share
Elanto
5,058
12,480
27,091
410,910
984,700
2133,900
5083,200

1055
3,079
5,834
76,291
195,637
417,140
1085,132

21.4
19.5
19.9
18.2
21.5
24.7
20.9

E-co-ops

Manning
of which
Elanto

3743
7,157
13,433
19,988
24,838
27,159
23,023

1265
2,389
3,826
4,364
5,770
5,857
5,502

% share

23.9
22.3
23.2
21.2
28.5
33.4
33.7

Source: Perko, p.428
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Thus the Elanto management, including its long-serving managing director, Ylermi Runko, had little reason to say yes to the
merger to form “Coop Finland” - unless they themselves were to be
de facto the group making the takeover. As far as equity capital was
concerned, Elanto was a far above the E-group average. Consequently a solution comparable with that in the case of “Konsum
Österreich” where a certain de facto dominance of the former capital
city co-operative was allowed, would have been the only feasible
solution. As long as such a solution seemed possible, Elanto continued to take part in negotiations leading up to the formation of “Coop
Finland”. However, when it became clear that OTK intended to play
the “first fiddle” Elanto withdrew from the talks (a fact that EKA and
KK still comment on with a certain amount of unjustified for
bitterness). From the very beginning there was clearly no chance for
the Elanto alternative proposal to a full scale merger, namely a
decentralisation of OTK and the setting up of 5 to 6 strong territorial
co-operatives. On the one hand this would have meant that OTK
would have had to give up its position as central power whilst on the
other hand many of the E-co-operatives were already themselves too
weak economically. (Authoritative distant observers maintain that
those co-operatives nearest to the communist party were the weakest from the business point of view and thus, after some initial
hesitation, came out decidedly in favour of the big merger under
OTK leadership). It is also generally true that a big co-operative
from the capital city is not all that popular amongst the provincial
co-operatives. Consequently it should not be assumed that a big and
relatively successful regional co-operative such as that at Tampere
would have been willing to join a “Coop Finland” under the leadership of Elanto. In this sense the traditional wholesale buying cooperatives are generally the “bastions of the provincial co-operatives
against the capital city” (151) In this concrete case the wholesale
buying co-operative - despite an erosion of assets over the years
through the need to subsidise primary co-operatives - still had two
further major assets, namely a big building co-operative society and
an insurance company. In end effect, therefore, the “incomplete”
merger amounted to nothing more than a logical development of an
already existing relationship of strengths. Seen in this light, apportioning of blame in a moralising manner seems pointless. At the

same time, however, the attempt to exert political and financial
pressure (denial of credit facilities by the “closely-related” STS
Bank) with the object of forcing Elanto to step back into line must
have caused some bad feelings.
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In the end, and despite the recommendations of the social democratic prime minister, the right and left wings of the SDP party voted
in Elanto’s general assembly against an integration of Elanto into
Coop Finland. In this respect they were supported by the entire
liberal delegation as local patriots. The young social democrat
journalist and politician, Yorma Bergholm, went on to write a
sensational book in the style of a crime novel in which Ylermi Runko
played the role of the “hero” whilst various leading personalities
from OTK and the STS Bank were the “villains”. Returning to the
subject of unjustified for bitterness, in this case some of it was to be
found on the side of the “renegade” Elanto. The latter seriously or
allegedly expected that the newly founded EKA co-operative would
respect the Elanto territorial claims. However, since that would
mean leaving Elanto with the economically most rapidly expanding
region of the country which also had the highest purchasing power,
this was clearly an unrealistic assumption. Indeed, EKA had in the
meantime acquired the privately-owned Valintatalo chain of lowprice shops and in doing so had effectively become an immediate
competitor to Elanto in the capital region. Some commentators see
this move as an obstacle in the way of co-operation between Elanto
and EKA because of fears that confidential information about the
Elanto operation could filter through to the private sector via
Valintatalo. Accordingly, it would appear that for some years to
come, i.e. for a transitional period, the Finnish consumer co-operative movement will be a “three-way split” organisation.
From the economic point of view, Elanto would appear to have the
best prospects at the moment. Whilst this co-operative is far removed from what it was in its “golden days” back in the mid 1950’s, it
was nevertheless in a position to overcome heavy trading losses in
the late seventies and early eighties that had amounted to 1 - 1.5 per
cent of sales turnover. In particular Elanto succeeded in reducing
the general administration costs - which alone accounted for about
half the losses - whilst at the same time the central manning level
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was reduced from 300 to 170 within the space of a few years. During
the course of the last 10 years Elanto has diversified to reduce its
reliance on the grocery trade as main source of income (According to
“Engel’s law”, in times of growing prosperity this part of the retail
market can achieve only underproportional growth rates) One of
Elanto’s new ventures has been development of the restaurant
trade.(152)

and can be paid up over the space of 5 years. Apart from paying an
annual dividend on purchases, Elanto also allows price reductions to
members, presents christening gifts to members’ children, and
contributes towards the funeral costs of deceased members.

The wholesale dealer services provided by OTK (meanwhile EKA)
are by no means essential to Elanto. By virtue of its bulk ordering
capacity Elanto could obtain the same conditions elsewhere without
difficulty. Even in the years prior to the founding of EKA, OTK was
only nominally the wholesale supplier to Elanto. (The goods were
invoiced through OTK but supplied directly to Elanto). In any event,
Elanto succeeded in producing positive trading results in the 50-60
million Finnmark region these past two years (1984/85). A major
contributory factor was the traditionally high level of equity capital
and thus small interest payments which the co-operative has to
make. The Elanto management regards one of its success components the fact that it was possible to bring the flagship of the cooperative, the Hakaniemi department store, out of the red and back
into black figures - the fact that Helsinki’s first underground railway
line provides an ideal link-up may have helped in this respect too.
One of the most modern cash accounting systems in Europe which
permits the rapid identification of profit and loss sources, bonus
premium payments for department store managers and various
premium competitions for staff are also mentioned as causes of this
success.
Additionally, of course, Elanto is known for its good connexions
with the city authorities and the town planning commission - which
has Ylermi Runko as its long-serving chairman. In view of its
business success, Elanto was able to increase the dividend, which is
presently staggered depending on the size of the sum spent (the
current 1 per cent and 2 per cent paid to members spending more
than 25,000 Finnmark per annum is to be increased to 3 per cent).
The price of a share is the same as throughout the Finnish consumer
co-operative movement, namely 100 Finnmark. This is minimal sum
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In contrast to the quite positive outlook for Elanto, the situation
in which EKA currently finds itself is certainly less rosy. Not only
does EKA have a much greater loan capital to make repayments on,
it also has the internal organisational problems - motivation problems in particular - which follow a big merger, to deal with. At top
level, potential opponents to an integration of the best functioning
regional co-operatives can be relatively easily pacified by appointment to high positions. The danger of a demotivation process at
regional middle management level is, however, considerable.
Nevertheless, EKA has taken on the difficult challenge energetically. In October 1983 39 regional consumer co-operatives were
merged with OTK to form the EKA co-operative. The Haka building
co-operative society and Kansa Insurance company, both of which
were largely owned by OTK, were absorbed with EKA Coop into the
EKA company group. This is meanwhile the third biggest company
group in Finland. An energetic reconstruction programme has been
drawn up to overcome the basic shortcomings characterising the old
E-movement as outlined by Eero Rantala at the 1984 ICA-meeting
in Hamburg, namely a lack of specialisation, bureaucratisation of
the decision-taking process and organisational procedure, sinking
motivation of managers and elective representatives.
Rantala, who finally emerged as the EKA group “strong man” in
April 1987 admitted back in 1984 that OTK had begun subsidising
the weaker co-operatives as far back as the sixties.(153) However,
since 1981, when he entered OTK as managing director, attention
has been given to the problem of simplifying the administration and
achieving a higher degree of branch specialisation. In the autumn of
1982, 39 of the forty regional co-operatives agreed to accept the
COOP Finland model.
Even EKA’s competitors from the co-operative sector are impressed with the energetic manner in which the divisionalisation of that
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organisation is being pursued, and are also of the opinion that the
approach adopted is in principle the right one. The object of
divisionalisation is to combine the advantages of the chain formation with a decentralised decision-taking process. Each head department is responsible for its own stockkeeping, investment policy,
commercial success, and personnel planning. Divisionalisation provides for the following main sectors:

scarcely ever prevented shop closures over the long term. The need
to establish a different corporate culture within the space of 3 - 6
years was stressed. Also mentioned was the intensive price war
which has been raging in Finland since the 1960‘s (and which has
meanwhile driven its first activists from the private sector into
bankruptcy). The enormous concentration which has taken place in
Finland’s food industry was also mentioned: instead of the original
100 sausage factories there are now only 10, instead of the more than
30 breweries existing immediately after the war there are now only
three integrated major breweries.

1) retail trade with originally almost 1000 shops and 30 bakeries
(which is itself subdivided into separate chains)
2) department stores (with 12 EKA hypermarkets, 26 department
stores, and 40 furniture and other branch specific stores
3) hotels and restaurants
4) industry (with 11 production plants)
5) agricultural requirements: 50 trading companies for agricultural
machinery, fertilisers, and seeds
6) warehousing and transport sector (1 central warehouse and 5
distribution centres)
7) building materials and motor vehicles (100 points of sale)
8) mineral oil trade (excluding the Finnoil chain of petrol stations
of which EKA is joint owner with the state-owned company,
Neste Oy (200 petrol stations and service stations)
Within the retail trade sector EKA has developed standard type
shops with a very distinct image.
The basic principle of the EKA merger is - according to an
interview given by a representative of the group - to make the Emovement more business-like. For years the E-movement had given
first priority to other criteria, such as social aspects: e.g. the movement gave support to the most hard hit co-operatives in the depopulated regions of the north and east. (“We had too much social
conscience, perhaps even more than SOK”). Here again reference
was made to the democratic opposition of members to the closure of
shops. Whilst this opposition is understandable in itself, it cannot be
supported commercially and though it often had a delaying effect, it
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In this situation the E-movement had to streamline its self-owned
production facilities. Since it proved to be a forlorn hope that the
Kesko and Tuko shops owned by competitors from the private sector
would accept deliveries from the E-movement’s meat packing
plants, it was necessary to start exporting these products to the
Soviet Union. Finally (in 1981) OTK was obliged to sell off its entire
meat packing plant network to the agricultural co-operative sector
- and this also for financial reasons. Already during the course of
1969/70 the latter had taken over the OTK dairies. Both on the part
of the EKA group and on that of Elanto there was interest in
maintaining a cool but not unfriendly business partnership, admittedly without any guarantee for certain spheres of influence.
EKA’s decision to buy out the Valintatalo chain of low-price shops
(with a market share of 11 - 12 per cent in the Helsinki region) was
viewed more critically by co-operative competitors. There were some
doubts, for example, as to whether the co-operative group - with its
close ties to the trade union movement - would keep up the hard,
minimum personnel policy of the hitherto private owners (capacityoriented part-time employment, cheap juvenile labour). Yet this was
one of the success factors of the Valintatalo chain, which otherwise
was on the way down when taken over. However, it would appear
that both EKA representatives and the trade unions have done a
certain amount of rethinking about their hitherto unqualified rejection of part-time work. Yet its proximity to the trade unions does
present the E-movement with a problem. In the event of a strike
being called in the trade, their 100 per cent organised staff would
walk out whereas in the private sector many shops would remain
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open - particularly those belonging to Kesko. Indeed, in 1985 a
prolonged strike in the retail trade hit the E-group quite hard. Even
EKA rationalisation measures have led to selective strikes. Thus the
relationship with the trade unions is not an unproblematic feature
of the old corporate culture of the E-movement. This is the same
problem that co-operatives are facing in other countries. A new
approach has been attempted through direct co-ownership in the
EKA holding company by the SAK trade union federation.

to establish themselves in the grocery trade in the new conurbations
by new investments in big supermarkets.

The workers’ representatives are thus given now immediate
entrepreneurial responsibilities. During the course of interviews
the traditional attitude of the E-movement not to show poor economic results to lay committees was also admitted to have been a
“negative tradition”.
For example, Eero Salovaara, long-serving OTK manager (until
1983) argued the case for the economic necessity of a “Coop Finland”
in an insider paper as far back as 1963. Yet his official statements
for general consumption were invariable highly optimistic in tone ....
in the end the initiative for a big merger actually started at grass
roots level.
3.2.

THE CURRENT STATUS OF THE SOK-GROUP

Seen from today’s point of view, the SOK-group can trace the
beginning of its present problems back to the end of the sixties when
an ever increasing volume of the purchasing power of its natural - i.e.
rural bases - began to ebb away. The urban SOK co-operatives were
not in a position, either organisation-wise or financially, to benefit
from the arrival of these people and of their additional purchasing
power.
Consequently, SOK itself had to take a much greater interest in
the department store sector. However, in the retail groceries sector,
the domain of the local co-operatives, the obsolescent structure of the
small shop units could not be modernised in time. In this latter
context the opposition of members to shop closures was also partly
to blame. By contrast, competitors from the private sector were able
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A serious structural problem with SOK is to be seen in the fact
that the co-operative group has its biggest market shares in those
regions which are meanwhile becoming depopulated. In the conurbation regions of south Finland their market share is lowest, particularly in Helsinki itself. On the other hand, SOK did succeed in
making good inroads in the department store sector. Clear warning
signals of a downward economic trend in the SOK sector were to be
seen towards the end of the seventies and early eighties. As a
financially prosperous centre, SOK had been helping weaker member co-operatives overcome what were then thought to be ephemeral
difficulties. This policy ultimately led to a weakening of the central
co-operative itself whilst at the same time the lot of the endangered
primary co-operatives was not improved much either. In all it is
believed that a gigantic total sum of about 3 billion Finnmark was
paid out in subsidies between 1970 and 1985. During this same
period the trading losses were, of course, hushed up as far as
possible. Initially the reserves were also gigantic and the suppliers
of equity capital were not very interested. The average shareholding
per SOK member is usually only to the value of 100 Finnmark
(maximum permitted 500 Finnmark without liability to further call)
which meant that the capital which had been eaten up was in effect
“nobody’s own money”. The long-serving SOK managing director,
Viljo Luukka, along with the leading co-operative representatives of
the day were of the opinion that as little information as possible
concerning the problems facing the group should filter through to
the general public. When the first critical reports began to appear in
the press Luukka protested and even declared publicly that the
group should use its power as a regular buyer of advertising space
in the newspapers to gag such harmful publicity - a statement which
itself started up a minor media scandal. One could speak of a
tendency on the part of the management to shut itself off from
reality. In view of the continuous undermining of the central cooperative through the liability to further call and the fact that the
banks were beginning to feel uneasy, Seppo Törmälä, chairman of
the supervisory board, proclaimed a new policy of realism at the
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beginning of the eighties, a consequence of which being that in 1983
the present managing director, Juhani Pesonen, took up his new
appointment. Pesonen had already earned himself an excellent
reputation as a man for putting companies back on their feet and he
now gathered together a team of highly qualified trouble shooters.

reduced from 178 to 32 regional co-operatives. But even this only
partial concentration was not carried through to the full extent: 45
small co-operatives accounting for about 10 per cent of the total
group turnover refused to join in. The latter were achieving above
average results - in most cases because of the slack competitive
environment (geographical location on islands etc). They were
accordingly not interested in giving up their independence.(155) In
the meantime it had become almost an established practice in the
Finnish press to publish reports of the “heroic stance” adopted by
these bluff and successful small co-operatives. Whilst it is true that
these friendly economic and ideological oases do not present any
problem for SOK, it is also true that the central co-operative is
burdened by the obligation to assume financial responsibility for a
whole network of weak regional co-operatives which can only be
partially influenced by the centre.

Splintering of the group’s activities, the inertia of its administrative structures, the cumbersomeness of the decision-taking process,
and the uninspiring corporate culture were identified as the main
reasons for the negative trend. Pesonen promised to restore SOK
into black figures by 1986. Despite tremendous efforts, he did not
succeed, and whilst it is true that for the year 1986 a major
revaluation of stock was convincingly shown to be a source of losses,
it is possible that the management crew may be reminded on the
occasion of SOK 1987 of the promise which they had given publicly
earlier. (In the meantime 1987 has been proclaimed a good year, the
first year of profits after many years of losses - but it is too early to
say whether this means that the downward trend has been effectively stopped. Short-term and even tactical influences may account
for part of this development).
A resigned and long-serving employee of SOK said in conversation “When we were hushing up our losses things went almost better
than they do today when we make them public”. This may mean that
for a while at least a more discreet attitude might regain favour.
Meanwhile at SOK management board level it must now be
admitted that the objective resistance to a rescue action carried out
by a management crew “brought in from outside” has been underestimated. In any event, the reform programme “S 83” was hamstrung by weighty compromises from the very beginning. Initially a
major merger proposition as adopted by EKA came up for discussion
and would have been approved by the SOK management on objective
grounds. After all, of the 32 regional co-operatives in existence today
only two can be said to be in a satisfactory state.(154) However, not
only the lay members of the supervisory board, but also the representatives of the primary co-operatives were vehemently opposed to
such a solution for local patriotic (but also personal-professional)
reasons. As a compromise it was agreed that the number should be
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In SOK the corporate philosophy could be summed up as follows:
it is better to be market leader in a few sectors than to be in tenth
place in many sectors. This also suggests the desirability of a
divisionalisation and structural streamlining in SOK as was carried
out by EKA. However, such a solution would not really be compatible
with the SOK network of autonomous regional co-operatives. In any
case, SOK still has financial responsibility for its primary cooperatives because the idea of a regional co-operative going bankrupt could not be tolerated for prestige reasons. Besides the banks
would not accept losses on credits in such a case.(156) Thus the
financially weakest members in the movement are by no means the
least powerful (as has already been seen from other instances of a
similar nature). Accordingly, the only solution in the case of an
untenable local situation is - according to SOK - a merger with a
neighbouring co-operative. Quite clearly, however, not only local
animosities have to be considered here, but also the danger of
creating new regional administrations - with considerable building
and organisational expenditure. In the event of what must be an
inevitable total merger, many of these investments would become
obsolete.
This means that the new energetic and dynamic SOK management finds itself confronted with the problem of a “co-operative mass
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inertia”. At the same time this management is fully aware that time
is not on its side. As a result of a meanwhile twenty or so years of
trading losses the one time enormous cushion of reserves has
dwindled away.The burden of interest payments on loan capital has
become increasingly greater, and this particularly so in a time of
high real interest rates. Even assuming the same level of efficiency
this means a considerable disadvantage vis a vis private sector
competitors with a better equity base such as Kesko. Against the
background of the bitter price war the latter are in a position to
market products as special offers quite often at prices below standard cost level(this is not against the law in Finland) since they have
a secure equity capital base from which to operate.

“All our decisions are political ones” explained an SOK employee
during the course of an interview “not party political, but political in
the sense of the dominance of local personal and outside economical
factors over business rationality”. The same person went on to say:
“Democratic decision-taking authorities function best of all when
there is an economic boom. However, when it comes to dealing with
a crisis situation they are more of a hindrance to the taking of quick
decisions”.

Meanwhile bitterness is growing because within the SOK group
the primary co-operatives are again embarking on a restricted
information policy and indeed there is absolutely no desire for an
open discussion on the details for the total sector in the SOK annual
report. Individual members of the new management who had found
no access to their co-operative environment have meanwhile found
their way back to the private sector. Others, whilst feeling a human
understanding for the deep–rooted traditions of local co-operative
democracy complain that there is still a tendency not to face up to
hard economic realities. In this respect there can be no doubt that
tension is building up between those who are rescue operation
managers quite far removed from co-operative thinking and the
classical co-operative circles. Those elective officials coming from a
farming background in particular, are only used to the planned
economy of agriculture and are not familiar with thinking in a really
commercially competitive manner. It seems to be difficult to convince them of the waning economic significance of their own activities and their co-operatives.
In purely agricultural circles the traditional problem of relationships with Hankkija is still unsolved. In fact, negotiations with the
latter were reopened in 1982 but led to nothing.(157) At the time of
this report being written (spring 1987) the idea of joining up again
with Hankkija - which in the meantime also has serious problems on
its plate - is being discussed once more. This is another example of
the issue of structural problems dragging on for years -if not decades.
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In terms of financial substance SOK may well still be better off
that EKA Coop, although here too the long way of mobilising hidden
reserves through a sale and leaseback process had to be embarked
upon. As far as building land is concerned, the earlier SOK managements left a positive legacy in the form of high value real estate
assets. In three to four years time a new SOK head office is to be
erected on the outskirts of Helsinki. Once this is ready, the rich-intradition SOK headquarters building in the best inner city area near
the central station can be disposed of (possibly it will be passed on
to a related grouping). At the same time, however, the selling off of
real estate can scarcely be seen as a long–term answer for solving
liquidity problems.(158) In the end it seems not unlikely that
economic pressure will force a total merger, just as it did in the case
of EKA. In the meantime time and money for an active mastering of
the crisis are being lost. Interest on loan capital is currently costing
SOK the equivalent of 2 per cent of its annual turnover and cannot
be fully earned. These high interest payments are a consequence of
the dramatic decline in the inflationary rate over recent years and
the accompanying noticeable rise in real interest rates.
The next few years will tell whether the EKA merger is going to
work out. The two strong sister companies from the building and the
insurance sectors respectively will have quite a job propping up a
financially weak retail trade business. The considerable investments which the two “sisters” have had to make in the struggling
retail trade sector have, of course, tied up a great deal of their capital
also. The same holds for the need to establish a foothold in the
Helsinki area in view of Elanto’s decision not to join in. As far as
Kansa Insurance is concerned, it is understood that their expansionist programme has also landed them in some difficulties (in
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Table 19:
THE SOK GROUP IN FIGURES
SOK *
Sales
11,095.0
Sales of own production
Exports
Purchases made of SOK by coops
including turnover tax
Wages and salaries
Cover after variable and block costs
Write off's
Nett interest
Direct taxation
Result for financial year
Balance sum
Financial assets
Circulating capital
Investment funds and others
Expenditure on long term projects
Loan capital
Delcredere reserves
Equity capital
Net investments
Personnel
SOK + AFFILIATED COMPANIES
Sales
Sales of own production
Export
Personnel (statistics as from 1982 onwards)
COOPERATIVES
Turnover
Number
No. of members
Shops
Personnel

1976

1977

1978

1979

1980

5,578.0

5,789.7

6,015.1

6,910.8

8,150.3

8,865.2

1981

9,630.9

1982

10,383.7

1983

10,699.2

1984

1985
.2

552.1
117.5
4,608.6

643.6
123.0
4,933.1

652.7
95.6
5,283.5

746.6
125.1
6,051.3

810.7
145.3
7,104.8

953.9
211.4
7,595.0

993.9
194.8
8,135.3

966.2
199.0
8,505.9

990.1
201.2
8,547.2

940.1
227.3
8,063.7

306.0
97.6
30.1
63.2
13.9
0.9
1,571.7
691.3
300.9

315.9
123.2
30.9
66.7
16.4
-3.5
1,658.0
652.7
397.9

320.3
112.9
31.5
71.7
16.2
1.6
1,765.4
720.1
400.7

361.5
99.0
35.0
79.0
17.2
3.0
2,259.0
945.3
698.5

407.8
163.4
40.5
98.5
18.8
2.0
2,627.4
1,144.4
798.3

460.7
147.7
45.6
114.8
18.9
-2.1
2,567.8
1,052.5
780.2

475.1
135.6
47.0
124.7
18.7
-3.9
2,793.7
1,076.7
892.1

537.7
151.4
53.0
150.8
22.3
-4.8
3,142.0
1,315.3
949.1

533.5
209.0
53.9
171.5
17.9
-3.9
3,278.4
1,217.8
1,053.2

586.6
207.0
60.0
189.9
16.4
-4.4
3,476.2
1,241.8
1,065.6

521.9
1,337.0
15.0
219.7
50.7
10,974

548.2
1,416.9
15.0
226.1
57.2
9,979

590.2
1,513.0
16.0
236.4
73.5
9,463

624.2
1,763.6
21.0
244.7
74.0
9,603

684.2
2,086.5
25.0
269.9
101.7
9,540

735.1
2,019.5
25.0
294.7
101.2
9,049

824.9
2,256.5
25.0
304.6
149.0
8,407

877.6
2,595.3
25.6
356.7
120.2
8,514

1,007.4
2,654.5
26.1
454.8
182.6
8,202

1,168.8
2,841.6
26.1
441.6
192.3
8,216

—
668.5
132.7
—

—
762.3
130.6
—

6278.7
780.4
110.3
—

7285.0
892.1
148.4
—

8645.4
963.2
164.9
—

9524.4
1138.2
241.8
—

10454.3
1184.1
216.8
11847

11159.4
1236.6
203.5
11038

11478.8
1254.6
207.7
10438

11848.6
1202.4
230.8
10694

8464.2
217
696436
3952
32815

9051.1
217
717818
3753
30909

9608.5
210
707957
3535
28964

10790.6
204
693790
3433
28822

12968.3
202
682651
3343
27698

14001.7
193
666957
3047
26008

14311.6
183
661295

15248.2
178
645564

15466.6
92
636354

15376.5
82
637248

26824

26122

24620

22798

* Numbers denote mio of Finnmarks exept in the case of personel members and shops
Source: SOK Annual Reports 1980-1985
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connexion with third party insurance commitments in the USA). On
the positive side, EKA has succeeded in tying the fortunes of the leftwing SAK trade union movement together with those of its own by
transferring to them a 25 per cent share interest in the group
holding. However, considering what happened in West Germany
with the “Neue Heimat” experiment there must be some misgivings
within trade union circles on this issue.

there would not seem to be any useful purpose in going over these
problems again here. On the other hand, having reached the end of
this comprehensive documentation it may be of profit to draw some
general conclusions from the mass of sometimes complex details.

Despite all this, it is generally agreed, even by co-operative
competitors, that EKA has done the right thing from the economic
point of view - but perhaps waited too long before doing so. The future
of Elanto, however, seems to be relatively secure. And in the case of
SOK, it would appear that a highly ambitious group of trouble
shooters have so far had only modest success in assaulting the walls
of co-operative traditionalism.
The tremendous amount of work involved in winning the confidence of a 2/3 majority at the general assemblies of some 100 cooperatives when proposed regional mergers are to be voted on should
not be underestimated here. Similarly, full credit should be given for
such technical innovations as the fully computerised video text
ordering system now installed with SOK’s primary co-operatives.
Amongst the organisational reforms introduced is the one concerning voting rights at the SOK general assemblies. The former system
was “one vote per co-operative” but now this has been changed with
a weighting in relationship to the size of the co-operative. But here
again this is a reform which was debated as far back as 1916 and the
splitting of the movement. Apparently because of their long years of
successes it is only now that the SOK co-operatives find themselves
in the position of having to adapt - even if belatedly - to some
economic realities.
3.3.

PROBLEMS OF THE FINNISH CONSUMER
COOPERATIVES TODAY

From the foregoing pages it will be apparent that the current
situation of the Finnish consumer co-operatives is characterised by
serious problems, which, even over the medium term, could pose a
threat to the continued existence of the movement. Accordingly,
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Finland can be regarded as a traditional model country for the cooperative movement. For decades it has occupied - and still does
today - top place in all those statistics concerned with the degree of
market penetration and market shares accounted for by co-operatives. This broad foothold which co-operative thinking has gained in
Finland can be accounted for by the fact that in the days of the great
national upheaval at the beginning of the present century both the
middle classes as well as the agricultural communities could be won
over to the cause for patriotic reasons.
However, with the political polarisation which took place after the
First World War, the Finnish consumer co-operative movement split
into a middle class (liberal) and a left-wing branch. Yet it may well
be thanks to this political division that the co-operatives managed
to achieve their market dominating status - although the fact that
the retail trade in Finland was in a relatively backward state must
also be taken into account.
In modern times much of the great tradition inherited by the cooperative movement has long since become something of a hindrance. What may have been recipes for successes achieved in the past
have meanwhile become part of the problem rather than of its
solution. Indeed, at this very moment the E-group is in the very
process of shedding the last remnants of that revolutionary working
class culture image which had been the secret of its (somewhat
ghetto-like) success of the interwar years. In today’s consumer
society the idea of a “shop for the working class” conjures up the
negative aura of the poor people’s shop. Such a shop is avoided by
many working class people, the well-paid skilled workers in particular. At least this is a problem with which the SOK group has never
had to worry about. This group has always been - particularly so in
the urban areas - strictly middle–class oriented. More of a problem
with SOK is the individualism of its leading officials and the
cherished autonomy thinking of small co-operatives (this poses a
parallel to the problems which the co-operative banks have in
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certain countries). The inherent conservatism and the feeling for
tradition so characteristic of clubs, political parties, and other social
groups having memberships and officials of many years’ standing
manifest themselves as an obstacle in the path of attempts to
modernise the corporate image. Generally speaking, therefore,
trouble shooters brought in from outside to put the operation back
on a profitable basis find themselves up against a wall of passive
resistance. Elanto is best off in this respect. By virtue of its size, no
organisational upheavals are necessary, and the “monarchical”
management structure dating back to the times of the co-operative
pioneers is apparently still as intact as ever.
At the moment the most successful of the ventures undertaken by
the Finnish consumer co-operatives appears to be in the hotel and
restaurant trade. Here they undoubtedly set an example for the rest
of Europe to follow - even if they started out in a territory that had
been less developed than was the case in the classical tourist
countries. The department store sector looks to be in better shape in
Finland than it is in the rest of Europe (although it is said that SOK
is not too happy with the latest major investments which it made in
this sector). The major problems seem to be in the indebtedness, the
shop structure, and in the above average costs of administration and
distribution vis a vis competitors who have more flexible organisation models and the motivation advantage of the private entrepreneur at the point of sale. If these problems are not overcome within
the space of the next three to five years then the situation for the two
biggest of the now three groups in the Finnish co-operative movement will become extremely difficult.
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FOOTNOTES
(1) This present work is largely based on the broad overview
presentations by Ilmonen (1986) and Perko (1980) as well as upon
personal interviews with partners whose understandable wish to
remain anonymous has been respected.The author of this study
himself assumes full responsibility for all conclusions drawn, as
well as for direct translations from Swedish and German. References to Finnish sources (a language of which the author has no
knowledge) are taken from the literature and interview material.
(2) cf. Perko (1983) p. 15 with source indications.
(3) ibid. p. 26 et seq., Ilmonen (1986 p. 16)
(4) ibid. p. 37
(5) ibid. p. 35 et seq.
(6) Ilmonen p. 17
(7) Perko p. 39
(8) ibid. p. 36. At the height of the Russification period only books on
religous and economic subjects were exempt from the publication
ban imposed upon Finnish printers. This fact certainly had
something to do with the taste for the economics of the cooperatives which developed amongst the educated sections of the
population. cf. Laurinkari - Laakkonen - Westphalen (1978) p. 5.
(9) ibid. p. 62 et seq. Re function of Pellervo society cf. Kujala p. 20
et seq.
(10) ibid p. 172 et seq.
(11) ibid p. 62 et seq.
(12) Tanner’s significant role as a Finnish politician during the
Second World War is completely ignored by Perko. This is
another example of the “banishing strategy” not uncommon in
Finland.
(13) Tanner was an employee of the National Federation of Consumer Co-operatives in Germany for 18 months.
(14) Perko, p. 72
(15) cf. also the publications by G. Draheim (e.g. die Genossenschaft
as Unternehmenstyp, Göttingen 1955) who invariably bases his
opinions on the “double nature”of the co-operative movement.
(16) Ilmonen, p. 29
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(17) Perko, p. 24
(18) ibid. p. 44
(19) ibid. p. 94
(20) Perko p. 96
(21) Perko p. 96
(22) Perko p. 96
(23) Perko p. 135
(24) Perko p. 142
(25) Perko p. 144 et seq.
(26) Perko p. 160
(27) Perko p. 54
(28) Perko p. 148
(29) Perko p. 163, Fig. 11, I gross surplus, II nett surplus
(30) Perko p. 179
(31) Perko p. 191 et seq. re central significance of voting rights mode
in context of the split cf. Laurinkari (1986) p. 4
(32) Ilmonen p. 37
(33) Ilmonen p. 69
(34) Ilmonen p. 76
(35) Ilmonen p. 72
(36) Ilmonen p. 62
(37) cf. Ilmonen p. 80
(38) Ilmonen p. 65
(39) Source: Table 7 Ilmonen p. 66 own calculations
(40) Ilmonen p. 60
(41) Ilmonen p. 66
(42) Ilmonen p. 61 the period is not specified but may well be that of
1920 - 40)
(43) Ilmonen p. 62
(44) It is certainly no coincidence that today the possibility is
discussed of selling these central buildings - at least the particularly luxurious one belonging to SOK - with the object of raising
desperately needed capital
(45) Ilmonen p. 73
(46) Ilmonen p. 78
(47) Source: Perko p. 214 Table 24
(48) Perko p. 216
(49) Source: Perko p. 216 Table 25

(50) Perko p. 221
(51) Perko p. 276
(52) Perko 283 et seq.
(53) Perko p. 303
(54) Source: Perko p. 316 Fig 17.
(55) Perko p. 314
(56) Perko p. 253
(57) Perko p. 229
(58) Source: Perko p. 225 Table 27
(59) Perko p. 277
(60) Perko p. 270
(61) Perko p. 272
(62) Perko p. 272
(63) Despite his advancing years Tanner did in fact return to Finnish
politics later and again became leader of the social democrats
(1957 to 1963)
(64) Perko p. 324
(65) Perko p. 365
(66) Source: Perko p. 339 Table 53
(67) Source: Perko p. 366 Table 63
(68) Perko p. 380 et seq.
(69) Perko p. 408
(70) Ilmonen p. 85
(71) Ilmonen p. 86
(72) Ilmonen p. 89
(73) Ilmonen p. 89. Ilmonen’s book shows the usual discretion
expected in Finland on the outbreak of war (p. 81) and the role of
leading personalities from the co-operative movement in
connexion with the war.
(74) Ilmonen p. 88
(75) Ilmonen p.s 27 - 28
(76) Ilmonen p. 28. According to an opinion poll carried out in 1903
only 17 of the 59 consumer co-operatives who replied were in
favour of the pure cash payment principle.According to Perko,
the flourishing trade on credit was proving to be something of a
nightmare for the SOK Advisory Department - and it was indeed
the general shortage of capital which brought about the downfall
of many consumer co-operatives between 1908 and 1910 (Perko,
p. 103)
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(77) Perko p. 94
(78) Perko p. 104
(79) cf. R. Schediwy “The Consumer Co-operatives in Sweden”
included in the scope of this same study project, Geneva 1989, p.
269 et seq.
(80) Perko p. 132
(81) Perko p. 411
(82) Perko p. 520
(83) Source: Perko p. 426 Table 77
(84) Ilmonen p. 7
(85) Amongst the examples which Ilmonen chose to illustrate the
contrary we find included the alpine Longo Mai co-operative
based on the self exploitation of members, donations, etc., of the
1968 movement (p. 206). Even if we allow for the often quoted
case of Mondragon and the “alternative” production co-operatives in countries with high unemployment rates it is difficult to
agree with Ilmonen’s conclusion that a solution for the problems
in the E sector would be a higher degree of member orientation.
Ilmonen, whose book is seasoned with a sprinkling of ritualistic
Marx quotations, sometimes tends to overestimate the real scope
of an “alternative” solution in an air of neo-leftist romanticism.
(86) Ilmonen p. 101
(87) ibid. p. 101. Unfortunately Ilmonen does not specify which cooperatives these were. However, it can be assumed that Elanto
was always in a relatively sound position because the mass
migration to Helsinki must have been a help in this context.
(88) Ilmonen p. 102
(89) Ilmonen p. 100
(90) Source: Ilmonen p. 105 Table 21
(91) Source: Ilmonen p. 100 Table 18
(92) Source: Ilmonen p. 98 Table 17
(93) Ilmonen p. 93 is here, as sometimes elsewhere, a little vague.
(94) Ilmonen p. 97
(95) Ilmonen p. 113
(96) Ilmonen p. 113
(97) Ilmonen p. 96
(98) Ilmonen p. 115
(99) Source: Ilmonen p. 183 Table 51

(100) Ilmonen p. 115
(101) Ilmonen p. 115
(102) Ilmonen p. 115
(103) A fairly close parallel can be found in the cutting back of the
role of the co-operative union in Austria.
(104) Ilmonen p. 144
(105) Source: Ilmonen p. 144 Diagram 6
(106) quoted in Ilmonen p. 145
(107) Source: Ilmonen p. 145 Table 35
(108) The fact that this resistance on the part of some groups of
members was not to be underestimated (as was also the case in
Sweden) is borne out by Jonnergard-Lagnevik-Svensson-Wijk)
in “Beslut i Kooperation”, Boras 1984, particularly p. 185 et seq.
(109) Source: Ilmonen p. 146 Table 36
(110) Source: Ilmonen p. 147 Table 37
(111) Ilmonen p. 150
(112) Source: Ilmonen p. 149 Table 39
(113) Ilmonen p. 154
(114) Source: Ilmonen p. 154 Table 43
(115) Ilmonen p. 149
(116) Perko p. 431
(117) Perko p. 427
(118) Perko p. 424
(119) Perko p. 424
(120) Perko p. 425, Laakkonen p. 64
(121) Perko p. 467
(122) Perko p. 468
(123) Perko p. 469
(124) Perko p. 471
(125) Perko p. 474
(126) Perko p. 478 et seq.
(127) Perko p. 480
(128) Perko p. 483
(129) Perko p. 485
(130) Perko p. 504
(131) Perko p. 506
(132) Perko p. 419
(133) Perko p. 211
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(134) Perko p. 518 Fig. 37
(135) Perko p. 519
(136) Perko p. 520
(137) Perko p. 520 Table 38
(138) Ilmonen p. 220
(139) Ilmonen p. 179
(140) Ilmonen p. 221
(141) Amongst others by the Swedish management consultant Peter
Westring
(142) Ilmonen p. 176. Co-operative membership figures may be
overestimated by about 25 per cent in Finland as it is the case in
other countries. Especially if the value of a share is rather
nominal as in Finland, they are often not claimed by heirs of
deceased members leading to sizeable membership of “dead
souls”.
(143) Ilmonen p. 174
(144) Source: Euromonitor from Financial Times of 3.1.1985
(145) Ilmonen p. 191
(146) Ilmonen p. 206
(147) Ilmonen p. 206
(148) Jorma Bergholm: Osuuskaupan Kujanjuoksu, (Running the
Co–operative Gauntlet), Helsinki 1985 (Tammi publishing house)
(149) cf. “der Verbraucher” Hamburg No. 18/1986 - Konsumgenossenschaft Elanto im Jubiläumsjahr 1985
(150) Source: Perko, Comparative Statistics E-Co-operatives/SOK
Co-operatives, own calculations.
(151) Compare here the decades of Styrian reign in the Austrian
GÖC and the difficult relationship with KGW, at one time the cooperative with the strongest membership in the world.
(152) The otherwise very astute chairman Tanner hampered the
development of this sector somewhat at the time because he
himself was opposed to the selling of alcohol - a typical aspect of
the “moralistic patriarchy” which was so common in the cooperative movement in the first half of the present century
(Gottlieb Duttweiler’s MIGROS in Switzerland followed the
same course by the way).

(153) ICA Congress Summary 1984 p. 77
(154) The best, YMPÄRISTÖ, located in the centre of the paper
industry region, invested in a modern shop structure - and by
virtue of a good capital structure is in the happy position of still
being able to make major investments. In contrast, one of the
major problems is posed by PIRKANMAA, the co-operative in the
Tampere region and the result of a merger involving ten struggling co-operatives.
(155) The phenomenon of a relatively intact small co-operative
structure in the conurbation centres noted for highly competitive
retail prices was also experienced when the “Konsum Österreich”
merger took place, for example.In this latter case a number of
alpine small co-operatives shied clear of the merger despite
political pressure and the threat of supplies being cut off. They
are still doing reasonably well today. This might be regarded as
an application of the principle “small is beautiful”.
(156) In this context it is interesting to refer to the famous “blood,
sweat, and tears” speech made by Leif Lewin on the occasion of
the KF federation meeting in 1986. Incidentally, SOK did allow
a small co-operative on the Swedish-speaking island of Åland to
go bankrupt - the banks were paid back in full - but if this were
to happen too often it would be too damaging for the general
image.
(157) SOK Annual Report for 1982, President’s Report
(158) According to the 1985 report, the extraordinary income yielded
from the sale of securities and real estate brought in 67 million
Finnmark.
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INTRODUCTION

The fate of the French consumer co–operative movement, the
decline of its central institutions during the 1985-86 crisis, and the
demise of countless of its once powerful regional co–operatives
together constitute another sad chapter in the sequence of economic
disasters suffered by the consumer co–operative system in Europe
since the beginning of the 1970’s. Just as in the case of the Netherlands, or in that of Belgium, inherent weakness and fragmentation
were amongst the key factors influencing the events which took
place. Yet the problems which faced the French consumer co–
operatives were not uncharacteristic of the co-operative movement
elsewhere. There were obsolescent shop structures, the arduous
decision taking process at federal association level, the clash between the traditionalist mentality of the labour movement and the
need to dispense with any sentiment in the bitter competition with
the private retail traders. There was also the habitual prevalence of
internal recruitment in the personnel sector. Indeed, there are
enough parallels to the situations prevailing in other co–operative
groups for events in France to be seen as a warning to all. Similarly,
the actual phases of the crisis developed are of a negative model
character: the outbreak of personal animosities as the trading losses
reached a critical level, the illusionary hope of vague political
promises of support, then the revolt on the part of the healthier
regional co–operatives against those receiving subsidies and
against the federal officials responsible for distributing this aid. All
this represents a scenario which must serve as a warning particularly to those co–operative movements which have not yet succeeded
in forming a big merger. For these reasons it was thought necessary
to present a picture of developments in France in the most objective
and accurate manner possible: Successful reform is only possible
when an unbiased appraisal has been made of the actual situation
and the risks which it entails. In this respect the tragic events in
France can serve as a model of the dangers and errors to be avoided.
For understandable reasons, however, some representatives of
the remaining rump of the French co–operative movement appear to
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hold the view that an analysis of the reasons for the catastrophe
could be damaging to the still surviving regional co–operatives and
that it constitutes an unnecessary “wading in the mire”. (1) They
were rather hesitant about contacting the author of this report. This
is all the more unfortunate because several of the interviews used in
this study bear the stamp of the bitterness of people for whom the
1985 - 86 crisis was also a personal disaster. Whilst an attempt has
been made to minimise the distortions resulting from these sentiments, it certainly would have been preferable to have had more
open discussions with the representatives of today’s consumer co–
operatives in France.
The nature of the 1985-86 crisis, and the course which it took,
doubtless owe their characteristic features to the history of the
French consumer co–operative movement. In other words, the dominance of a plurality of regional co–operatives and the relative
weakness of the purchasing centre in Paris have deep historical
roots.
The scope of this study does not extend to an analysis of the early
days of the consumer co–operatives which stretch back to the 1830’s
but which have been echoed in Jean Gaumont’s monumental work
(2) However, it was only shortly after the “unification congress” of
1911, which brought the socialist and liberal consumer co–operatives together, that the road was mapped out for the first “regional
dukedoms” on the co–operative landscape. In characteristic contrast
to the political centralism of the French state, a decentralised
structure developed so that towns such as Nancy, Rouen, or Chateau-Thierry grew into the role of co–operative metropoles whilst
the co–operative presence in Paris, Marseilles, or Lyon was paltry
from the very beginning. The reason for this can partly be seen in the
early splitting of the labour movement into radicals (who at the most
were interested in productive co–operatives) and moderate streams.
The latter alone were interested in the consumer co–operative idea
on a long term basis. By contrast the relatively strong extreme left
tended to regard consumer co–operatives only “as a weapon in the
class struggle” and thus undermined them economically (in the case
of strikes) or, alternatively, they would shy away from the idea of any
“entrepreneur function” in favour of a pure employee policy. Conse675
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quently a situation developed in which there was virtually no basis
for co–operative branch shops in the major towns and the consumer
co–operative marketing system was left largely to shop-managing
families who worked on a sales commission basis.

which personal retributions apparently devolved directly into an
internal and external panic (unchecked mass dismissals, suppliers
blocking deliveries etc.).

This meant, however, that the most dynamic role, as far as market
competition was concerned, was left to the private branch shops.
The consumer co–operatives were given a certain amount of
encouragement under the war economy period of the Vichy regime,
and this led to an aggravating of the divergences within the co–
operative movement over the collaboration issue. At the same time,
under the conditions of a seller’s market a dangerous mentality
regarding trading policy began to develop. This in combination with
traditionalist influences resulted in the rejection of modern marketing methods such as self-service shops, and advertising campaigns,
etc. Nevertheless the opening of a widely admired consumer-political laboratory was an early step with good potential as far as the
corporate image was concerned, and it was the consumer co–operatives which brought out the first customer magazine. Since the
1950’s, however, and since the 1960’s at the very latest they started
to fall further and further behind their competitors. The initially
high (in some cases too high) dividends had to be reduced time and
again; the image of the low–price shop was lost. In view of the fact
that their distribution structure was still based on small units, the
consumer co–operatives had to face up to competition from highly
flexible family businesses not subject to shop closing restrictions
whilst at the same time they were late in entering the race to acquire
suitable building sites for new big stores. Leading co–operative
circles were very quick in becoming aware of the seriousness of the
economic situation as these unfavourable factors began to accumulate in the mid seventies. However, it is truly shattering to learn the
extent to which decentralised structures and regionally bound
interests lamed the ability of the leading organs to decide on a policy
despite this allround intellectual insight into the approaching catastrophe. Dilatory action and an all too far reaching inter-co–operative
solidarity in covering losses finally ushered in the catastrophe in
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One of the most regrettable outcomes of the process, in which the
central authorities of the French consumer co–operatives liquidated
themselves, was the extreme devaluation of many of the co-operative assets - which (in the case of an “orderly retreat”) would have had
a much higher market value had they been sold as part of a going
concern. This lesson if nothing else should be learned from the tragic
development in France: Even in those cases where a consumer co–
operative movement sees itself forced to make a partial or total
withdrawal from the market it should at least find the strength to
conduct this process with as much composure as possible - not the
least consideration here being the need to minim-ize the costs in
human suffering and lost jobs. Thus, instead of the bare company
skeleton of devalued investment objects, a viable unit of capital and
work - even if in need of modernisation - can be transferred to new
organisational forms.
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1.

THE FRENCH CONSUMER CO–OPERATIVES UP
UNTIL 1945

1.1.

THE CO–OPERATIVE DAWN

The early days of the development of the co–operative movement
in France are characterised by an unusually great number of
theoretical and practical experiments - which, admittedly, did not
achieve any economic breakthrough. Jean Gaumont’s historical
work in two volumes is a monumental tribute to these various
movements. Here we must restrict ourselves to a more fragmentary
account.
The first forerunners of the consumer co–operatives in today’s
sense can be traced as far back as to Lyon and the year 1793. (3)
However it was “Commerce veridique et social”, founded in Lyon in
1835, which must be credited with a key role in the co–operative
tradition of France. This enterprise achieved a very respectable
turnover within a short time and even went on to open branch shops.
(4) The people behind the establishment of this prototype co–
operative were all followers of the social utopian, Charles Fourier.
But after only three years in business “Commerce veridique et
social” disappeared. The authorities may have seen this venture as
a germ cell for possible political opposition, and accordingly would
not have been well disposed towards it. However, Gaumont wrote
also that the consumers deserted the co–operative firm. One of the
proponents recorded later in his memoirs that the consumer co–
operative idea was too new for the then times to be understood by the
population: “we had to go into liquidation”. (5)
From the point of view of the law, “Commerce veridique et social”
was not a company; there were no articles of incorporation and the
public prosecutor regarded the founding as an unlawful speculation.
The founding of a bakery co–operative in Paris (1838) - again by
followers of Fourier - was emulated in several of the provinces, (6)
but generally speaking the idea of consumer co–operation initially
remained very much in the shadow of productive co–operative ideas.
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An interesting experiment not widely known about in the history
of the French co–operatives was the opening of “Humanité” in Lille
around the middle of the last century. This enterprise entered into
an agreement with certain suppliers with the object of obtaining a
rebate for its members. This arrangement was to inspire the “ring
movement”, which began in Sweden in the 1880’s, and whose
influence spread to Sweden via Germany. (7)
The influence of the British co–operative movement was making
itself felt in France as far back as the 1860’s. The first French
translation of the “History of the Rochdale Pioneers” by Holyoake
appeared in Lyon in 1862, and that same year - again in Lille - a
consumer co–operative was established. Many French experts regard this as the their country’s “first real consumer co–operative”.
(8)
As was the case in Germany, the consumer co–operative idea
slowly began to awaken in France during the 1860’s and seventies,
although initially there was no readily apparent ideological motivation. Thus the years between 1860 and 1880 saw the opening of
dozens of co–operative bakeries. However, these were restricted to
the rural regions of western France.
But also in Paris, Lyon, Lille, or Roubaix consumer co–operatives
were being opened for purely economic motives (poor quality of the
wine, arrogance of the dealers, etc.) These early co–operatives
wished to avoid any involvement in political or religious discussions.
“La Moissoneuse” (= the Reaper) founded in the 11th district of Paris
in the year 1874 is a very typical example in this context. (9) This
dominance of the middle-class, apolitical co–operative concept was
also partly due to the undecided attitude of the socialist congresses
of 1876 and 1878. However, this state of indecision gave way to
decidedly anti-co–operative sentiments in 1879 (It was said that the
co–operative movement detracted from the true revolutionary
struggle; its approach to the problem of appropriating production
facilities was considered inadequate and inefficient in practice) (10)
The socialists became an increasingly anti-co–operative movement during the course of the 1880’s. (The dividend was thought to
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have a perverse effect, the “opportunistic” character of the co–
operative movement was asserted). In the interim a new centre for
both theoretical and practical co–operative propaganda was established in southern France: the “Abeille Nimoise” co–operative. Its
original proponents were Edouard de Boyve and Auguste Fabre, but
they were soon joined by the university professor, Charles Gide. De
Boyve himself (1840 - 1923) came from a very well off Huguenot
family which had close ties with such British Christian Socialists as
Vansittart-Neale. Auguste Fabre (1833 - 1922), on the other hand,
was a free-thinker, but was also of protestant stock, his father
having been a clergyman and a strong supporter of Fourierism. (11).
The newly founded consumer co–operative made it clear that it
intended to follow the British example and thus be willing to serve
all the inhabitants of Nimes.

contact with Charles Gide (1847 - 1932), an economist lecturing in
Montpellier. Gide was soon to emerge as propagator of a “third (co–
operative) route” between the “iron wage law” of Manchester liberalism and the class war teachings of Marx. Incidentally, like both
Boyve and Fabre, Gide also came from a protestant background and
remained anchored in the Christian faith throughout his life. (14)
His co–operationist ideology of a non-profit oriented and an associative economic system had a major influence on the co–operative
ideology which was to develop later - and which could be seen as a
parallel phenomenon to “academic socialism” in the German “Verein
für Sozialpolitik”.

De Boyve, a typical upper middle-class aristocratic “benefactor”,
who never had to work for a living, was the initiator of the first
French co–operative congress. This took place in 1885 and was
attended by 84 co–operatives. At this first ever congress in France
it was decided that a wholesale trading company should be formed,
namely “union coopérative”, and that a periodical, “L’emancipation”, be founded. As far back as 1886 De Boyve also called for the
setting up of an international co–operative alliance. Indeed, it was
in no small way thanks to his efforts that an international co–
operative congress was held in Paris in 1889, and when the Interna–
tional Co–operative Alliance was formally founded in 1895 he was
appointed its first secretary-general. (12).
In France as in other countries, the middle-class, social reformist,
and class-reconciliatory policy pursued by the consumer co–operatives gave them a head start over the “left wing” workers’ consumer
co–operatives. Indeed, the official party line of the French socialists
on the whole remained anti-co–operative till well into the 1890’s (as
late as 1896 the “Revue Socialiste” referred to the co–operationists
as “revolutionaries in dressing gowns”, and went on to comment that
where the co–operatives were strongest the trade unions were the
least organised). (13)
The ideological dominance enjoyed by the moderate co–operative
policy was further strengthened through de Boyve’s and Fabre’s
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Despite serious reservations on the part of socialist theoreticians,
and to some extent also on that of the trade unionists, a popular
movement in the industrial north drove to establish socialist workers’ consumer co–operatives between 1885 and 1895. Political
rivals (catholics and political moderates) attempted to discourage
this trend by opening parallel co–operatives of their own. Commenting on these developments, Bernard Lavergne said that “immense
commitment on the part of the members and very moderate results”
characterised this “heroic age” in the co–operative movement prior
to the First World War. (15). This constellation heralded in a period
of bitter rivalry between the consumer co–operatives. It was only
after the union congress at Tours (1912) that this animosity could be
overcome. (16).
This protracted conflict, which amongst other things impaired the
development of a wholesale trading company belonging to the co–
operatives is commented upon by Jean Gaumont in a manner which
is severely critical of the socialist group of co–operatives who
organised themselves in an independent association between 1896
and 1910. (17)
Yet despite these ideological conflicts within its ranks, the French
co–operative movement was able to achieve a quite dynamic development in the decades around the turn of the century (and was in
this respect well above the trend for Europe as a whole). The number
of co–operatives grew from about 300 in the year 1880 to around
2,600 by the year 1910 (in 1911 approx. 2,800, in 1913 approx.
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3,200).Of this total in the year 1911, i.e. shortly before the congress
in Tours, about 1,000 were organised in the “Bourse Socialiste des
coopératives” (which was particularly strong in the northern industrial regions). About the same number were members of the association headed by Boyve and Gide. (18)

introduced the hallmark “socialism means co–operation”. The idea
of “self-sufficient consumer co–operation which from its own momentum changes society” - namely the overriding philosophy of
Gide’s and Gaumont’s policy - constituted a parallel to moderate
concepts such as those of Karl Renner, which saw the road to
socialism as progressing through communalisation, co–operatives,
and increasing state influence over the economy.

Compared with the older “Union Coopérative”, which wanted to
keep the consumer co-operatives open to all members, and which
concentrated on such general social aims as encouraging thrift and
combatting alcoholism, the socialist association was of the opinion
that the co–operatives should provide members with aid in the event
of a strike or unfitness for work. (19) It is probable that the Belgian
co–operatives - with their close ties with the party and the trade
union movement - were an inspiration in this respect. Their practical
advantages may have partly caused the change of opinion within the
socialist movement which meanwhile became pro-co–operative in
outlook.
In 1912 the unification of the two co–operative groups, which de
Boyve and Gide had long been pleading for, was achieved at a
unification congress. This unification was largely prompted by the
economic problems facing the “bourse socialiste des coopératives”
(the wholesale trading company founded in 1906), and the pressure
exerted by a strong moderate fraction within the French socialist
party headed by Jean Jaurès. The French co–operative movement’s
historian, Jean Gaumont was a follower of Jaurès. The fact that
Gaumont, despite his socialist co–operative movement background,
finally adopted a highly critical attitude towards it, may well have
something to do with the only superficially repaired bad relations
between the right and left wings of the labour party, S.F.I.O., on the
occasion of the 1905 unification, as well as with the partly negative
business experiences of a politically over-committed co–operative
practice.
In any event, the founding of “Fédération Nationale des Coopératives de Consommation” in 1912 was in the spirit of a pragmatic
success-oriented policy. In this respect the flourishing economic
development of the united Swiss co–operative movement had served
as an inspiration. The anti- collectivist school of Nimes provided the
dominant ideology whilst the moderate socialists for their part
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Thus it was no coincidence that Albert Thomas, a representative
of the pro-co–operative “right wing” of the French labour movement,
was appointed minister for armaments and wartime production
during the First World War. In 1916, whilst serving in this capacity,
he succeeded in forming “an administrative organ which secured the
involvement of the co–operative movement in the distribution of
foodstuff supplies to the workers employed in the ammunition
factories”. (20)
In France as well as in various other European countries, integration into the war economy (with its quasi-socialist aspects) paved the
way for the consumer co–operatives‘ social acceptance. From the
social and economic periphery they proceeded to become an accepted
component of the established economic system. This happened
despite the fact that co–operative rhetoric persisted in proclaiming
the essential difference of co–operation from capitalist economic
logic. Plans for the federalisation, concentration, and rationalisation of the consumer co–operative scenario in France with mergers
to form big regional co–operatives had been submitted to the congress at Reims already in 1913. However, because of the war, they
could not be put into effect until the beginning of the ‘twenties.
Nevertheless, as early as 1914 certain basic structures were established which were to leave their mark on the French consumer co–
operatives. In both a positive and a negative sense their effects can
be traced right through until the second half of this present century.
The merging of the Christian Socialist ideology with that of the
Social Democrat reformism at the unification congress of 1912
turned out to be a problem in the face of the renewed splitting and
partial radicalisation of the French labour movement after the First
World War. Indeed, it is no coincidence that the “Bellevilloise” - the
biggest of the radical labour co–operatives in the industrial suburbs
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of Paris - consistently refused to join FNCC during the years
between the wars. On the other hand, the legacy of the instrumentalisation of the co–operatives in the interests of “the overriding
aims of the labour movement” ultimately turned out to be an
obstacle too. This was particularly true in those regions where the
co–operative network had its densest development, namely in the
industrial north.

Gaumont reports on the major advances achieved by the regional co–
operatives again in 1919, but at the same time he draws attention to
the fact that the development of thirty or so strong regional co–
operatives with their branch networks coincided with an unhealthy
growth in the number of small co–operatives from 3,800 to 4,000. It
was about this time that a second merger was effected in Paris (the
first having been in 1917). This time it produced the “Union des
cooperateurs of Paris” - a big co–operative with 50,000 member
families and 300 branch shops. Admittedly, however, this looks
relatively modest compared with the consumer co–operative of
Vienna founded about the same time also as a result of an amalgamation process. Even though Vienna had much fewer inhabitants
than Paris, its consumer co–operative counted more than 100,000
members. (24)

1.2.

THE FRENCH CONSUMER CO–OPERATIVES
1914-1944

Like many of its parallel organisations, the French consumer co–
operative movement achieved its most significant institutional
growth during the years between the two world wars. However, in
the case of the movement in France this boom period was overshadowed by signs of greater economic weaknesses than in other cases.
Unfortunately there are no summarised records of this period in co–
operative history. Jean Gaumont did prepare a manuscript, but it
did not please the co–operative leadership after 1945 and was never
published. Actually, we must regard the central part of this manuscript, the one that deals with the consumer co–operatives as having
been “lost”. (21)
The First World War and the immediate postwar years ushered
in a phase of professionalisation in the wake of the uncontrolled
expansion which the movement in France had also gone through
around 1900 as in the case of other European countries. Alone in
1912 some 120 small co–operatives were wound up, and in the two
decades prior to 1912 a total of 125 consumer co–operatives failed in
Paris. Hedberg gives us some reasons for these mishaps (following
Gide): insufficient knowledge of accounting and stock management,
shortage of capital, excessively high dividends, and, particularly,
the inextirpable trading on credit. (22)
Energetic attempts were made to consolidate even during the
First World War. In 1917 when the 4th FNCC international congress
noted in connexion with the progress of the movement that it was
assuming the character of a public institution (23) some ten regional
co–operatives were constituted - and the same again in 1918.
684

Armed with the prestige it had gained during the war years when
it proved itself to be a fair and competent distributor of scarce
commodities, the French movement embarked upon the technocratic renewal phase of the ‘twenties. However, this step brought its
own problems. The co–operatives affiliated to FNCC accounted for
only 55 per cent of all co–operative members in 1923, and 63 per cent
of the total co–operative turnover. The 48 regional “Societés de
developpement” did, of course, enjoy certain exclusive territorial
rights. FNCC membership was denied to any new consumer co–
operative opened in their territories. Similarly, newcomers were not
permitted to use the facilities of the central wholesale purchasing
company. As a result of this, many of the more solid and efficiently
running “one-shop-co–operatives” chose to remain independent
rather than become a member of a big co–operative. Consequently
the concentration process embraced “essentially the more fragile co–
operatives” for whom the merger was the only alternative to winding
up. (25) This is a phenomenon which still persists today as an
unsolved problem for the consumer co–operatives all over the world.
However, even when a merger became an unavoidable economic
necessity, animosities at management and official levels often led to
unnatural geographical partnerships i.e. in those cases where preference was given to a merger with a more distant co–operative “from
behind the mountain” rather than with a rival from the more
immediate neighbourhood. Such mergers, which naturally entailed
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higher transport costs, have been effected right up until very recent
times. (26)

houses owned by “Magasin de gros” were taken over by the regional
co–operatives. The latter used these to purchase in the name of
“Magasin de gros” directly from the recommended suppliers, provided that their prices were no higher than those of other suppliers.
(29) Otherwise “Magasin de gros” concentrated its activities mainly
upon the development of its own production facilities. In view of the
size of the country, and because of the road towards regionalisation
adopted in 1913, it became apparent as early as the beginning of the
1920’s that the tendency to forsesake their central institutions in
times of economic crises was to become inherent in the French
consumer co–operative movement. Furthermore, realisation of the
development plan drawn up in 1913 and put into effect in the
‘twenties demanded - according to Claudine Marenco - “a geographical restructuring to the advantage of the medium-sized, semi-rural
communities in the urbanised regions, and a virtual disappearance
from the major cities”. (30) This was at a time when other national
co–operative movements were busy consolidating their presence in
the industrial metropolises and thus assuring a greater share of the
market for the co–operatives.

Table 1:
GROWTH AND CONCENTRATION OF THE FRENCH
CONSUMER CO–OPERATIVES 1914-1924
1914

1918

1920

1922

1924

Consumer co-operatives
2,980
2,352
4,043
4,300
3,465
Members
864,922 1,317,997 2,498,449 2,329,869
2,152,702
Turnover (francs)
317,572,890
per co-operative
120,197 275,191 477,813 468,048 618,903
Average per family
404
492
730
762
909
Source: V. Totomianz (Hsg): Internationales Handbuch des Genossenschaftswesens,
Berlin 1927, p. 266

There were also problems in connexion with the FNCC wholesale
company established in 1913 with the aid of capital from Britain’s
CWS, and which in its first year had 424 affiliated members and a
turnover of 14 million francs. (It was essentially a successor organisation to the relatively big, but financially weak, socialist wholesale
purchasing union. Compared with the middle-class co–operatives,
the socialist co–operatives had been more loyal to their wholesaling
company, in terms of purchase but probably less so in terms of
prompt payment). Just after the First world War this big wholesale
trading company suffered badly not only as a result of strikes but
also because of conflicts within its own management. Trading losses
of one million francs in the year 1920 increased sevenfold the next
year. (27)
This crisis of the years 1920 - 22 also had something to do with the
fact that “..... the biggest regional co–operatives, who were in a
position to build up stocks of their own, turned less and less to the
central organisation for their needs”. (24) Consequently the wholesale purchasing function of “Magasin de gros” was essentially
reduced to that of buying and selling on a commission basis. This
idea had been put forward by Paul Thiriet, commercial manager of
the leading regional co–operative (Nancy). Thus the regional ware686

Table 2:
EXPANSION AND SUBSEQUENT “STREAMLINING” OF
“MAGASIN DE GROS” DURING THE PERIOD AROUND
THE FIRST WORLD WAR
Fiscal year

Number of
members

1907
1914
1921
1925
1926

141
425
1,597
1,533
1,480

Subscribed
capital

47,025
119,625
5,268,350
10,616,225
10,701,450

Turnover

Own
production
(included in
turnover)

3,451,115.05
11,365,770.96
152,600,512,70
351,693,427.93
457,071,447.66

926,716.10
24,280,850.80
20,321,951.36
23,591,845.96

Manning
level

10
271
1,634
1,059
832

Source: V. Totomianz (Hsg): Internationales Handbuch des Genossenschaftswesens, Berlin 1927, p. 272.
Yet despite these major divergences in the development of the co–
operative movement in France compared with other industrial
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countries, there are also parallels. A consolidation process reduced
the number of consumer co–operatives from over 4,000 in 1920 to
3,265 by the year 1929, to 2,200 by the year 1939, and to 1,120 by
1949. (31) Also, the setting up of two parallel structures was quite in
keeping with the international trend.

was shaken to such an extent that the moderates passed a resolution
at an extraordinary congress of FNCC calling for special measures
to be taken to enhance the transparency of the movement and to
favour the status of smaller and medium-sized co–operatives. (34)
The “banque des coopératives” had grown up out of the FNCC
savings bank department in the early ‘twenties. Commenting on this
event, Hedberg points out that “co–operative members often had to
wait for scandalously long periods for the repayment of their savings. This was because the bank had unwisely used short-term
savings money to finance the purchase and building of real estate”.
(35) This was very likely one of the factors which led up to the
collapse of the bank in 1934. Incidentally, it was in the wake of this
situation that Marcel Brot - who was later to become FNCC president and remain in this post for many years - was able to make a
name for himself with his direct appeal for solidarity on the part of
co–operative members. This helped to ease the situation at a time
when the labour movement was caught up in the atmosphere of
mobilisation into the popular front. Incidentally, in 1938 when the
world was still going through an economic crisis, the consumer co–
operative movement together with the production co–operatives
succeeded in founding a credit institute for long-term co–operative
financing, namely Caisse centrale de Credit cooperatif (CCCC or
“4C”). The government of the day, under Blum, was well disposed
towards the movement. Despite the legally co–operative nature of
the bank, it was in fact, and indeed still is according to some co–
operative officials a semi-statal institute. FNCC did not succeed in
having its own candidate, Défossé, (a close friend of Charles Veverka,
and later head of the state-owned BNP-bank) appointed as head of
C C C C. The job went to Paul Lacour instead, who was preferred by
Leon Blum. As a result relations between FNCC and the new credit
institute became cool, and remained so for decades after the Second
World War. Already with the crises of Magasin de gros, with the
bank crash of 1934, and also with the only modest development of
own production facilities (i.e. compared with what had been achieved in other countries), signs of alarming weaknesses in the central
institutions of the French consumer co–operative movement became
apparent. (36)

A hierarchy of professional executives who pursued the methods
of the capitalist branch establishments, was paralleled with one of
elective member officials who on the basis of local sections were
oriented on one or two shops only.Just like in some other countries
- in the Finnish E-movement, for example - there were also internal
political struggles. Although several of the communist-inspired co–
operatives held themselves aloof from FNCC until after the end of
the Second World War, FNCC itself included a group of officials who
were not far removed from the communist party. At association
congresses this latter group regularly accused the central co–
operative officials of exploiting the “triumphalistic” rhetoric of the
majority (32) to pursue a “secret policy”. Their demands for greater
transparency in this respect were rejected by the majority with the
argument that the confidentiality of decisions was necessary in a
movement which operated in an antagonistic environment. The
leftist opposition also criticised an adoption of the practices associated with commercial branch establishments, fearing an alienation of
shops “which in future would be co–operatives in name only”. (33)
Contrary to the rather sympathetic tone which Claudine Marenco
uses to relay this criticism, one could well see here the roots of that
fundamental co–operative conservatism which was to spell a major
catastrophe in the very bastions of the left-wing co–operatives in
northern France some decades later. Indeed, it was exactly co–
operative ideological arguments of this kind, e.g. concerning the
emotional band between a member and his co–operative shop, which
were to play no small part in preventing the timely establishment of
modern co–operative shop structures in these regions.
One may consider the criticisms from the left-wing minority of
FNCC as justified or as demagogic and unbusinesslike. Regardless
of this, the position of the moderate majority was badly shaken by
the unexpected crash of the co–operative bank in 1934. At least it
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These weaknesses were soon to become more pronounced with the
outbreak of political differences within the movement. First came
the demand that the movement, despite the political neutrality of
the majority fraction, should declare itself in unmistakable terms to
be anti-fascist ( this demand was subsequently withdrawn by the
communist fraction for the duration of the Hitler-Stalin pact).

However, the perhaps biggest economic success was achieved by
the Nancy-based Lorraine regional co–operative. Founded just after
World War I, this regional co–operative rapidly developed into the
leading consumer co–operative in the whole of France. Hedberg
describes the historical development of this co–operative as follows:

With the outbreak of World War II the FNCC was disbanded or
rather it merged with the SGCC wholesale trading company. Some
of the national leaders of the consumer co–operatives, Gaston
Prache in particular, co–operated with the Vichy government whose corporatist concept was not negatively biased against co–
operatives. (37)
Once again the consumer co–operative movement showed itself to
be a fair distributor of commodities in a wartime and rationed
economy. Accordingly, the movement was granted significant import privileges. This is why “1945 became the hour of reckoning and
cleaning up within the movement which emerged weakened and
disunited from a period which it would rather forget”. (38)
However, it would appear that not only lofty political objectives,
but also personal rivalries played a part during this “hour of
reckoning”.
1.3.

SUCCESS STORY OF A REGIONAL CONSUMER
CO–OPERATIVE (NANCY)

We have stressed the fact that the overall development of the
French consumer co–operatives during the interwar years did not
achieve any breakthrough such as e.g. in Sweden. However, considerable successes were booked at regional level. The co-ops were
able to capture big market shares in the industrial north of the
country in particular. It was in this part of France that a dense
network of consumer co–operatives had been established even
before the First World War. Many of these co–operatives were
strongly political along the lines of the socialist co–operatives in
Belgium whose example they had followed. (39)
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In the autumn of 1917, when the supply shortages resulting from
the world war had already become most acute, EmileBugnon, a
school inspector, along with twelve teachers from the Verdun area
went ahead with an initiative to effect direct purchases of rationed
goods on a collective basis. Under the sound of cannon fire from the
nearby front line the newly founded co–operative began trading in
July 1918. A few weeks later the teachers agreed to admit new
members. Only a few months later - the war had come to an end in
the meantime - the association already had more than a thousand
members, including some factory owners who had brought their
employees with them. The co–operative enjoyed the goodwill of the
authorities and the bishop.
Bugnon agitated successfully for the economic value of efficient
consumer co–operation. In view of the prevailing shortages - which
could all too easily tempt the private shopowners to overcharge - the
consumer co–operative did indeed show itself to be an effective
countervailing power on the consumers‘ side.
According to Hedberg, the fact that a spontaneous effort to co–
operate with purchases during the war could develop into a flourishing big co–operative was entirely due to the achievements of Paul
Thiriet, the commercial manager of the enterprise. Thiriet himself
came from a family with a background in the wholesale/retail
grocery trade. An army friend of Paul Bugnon, he was in charge of
purchasing for the French 2nd Army in 1917, and it was whilst
serving in this capacity that he was recruited by Bugnon for the new
co–operative. By the end of 1918 Thiriet had managed to establish
no fewer than 135 co–operative shops amidst the ruins of Verdun
and other localities badly damaged by the war in the Maas Department. By comparison the consumer co–operatives in other parts of
Lorraine were small and insignificant. In view of this situation, the
co–operative which Bugnon initiated and for which Thiriet had
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commercial responsibility was to become the heart of the Lorraine
regional co–operative established by FNCC in 1919 with headquarters in Nancy. One of the tasks for the new regional co–operative was
that of setting up a network in those parts of the country which
Germany had returned to France after the war.

school”, and in fact he was generally addressed as “Patron” (in other
words, as “Boss”). On the other hand Thiriet left the business of co–
operative policy entirely in the hands of such leading officials as
Bugnon and Marcel Brot (later a long-serving - 1945/66 - FNCC
president of the friendly but authoritarian, people’s tribune type).
However, Brot, for example seldom clashed with Thiriet because he
spent much of his time in Paris attending his national and international functions. Hedberg quotes words spoken by Thiriet just prior
to his death: “I have worked hard, have not become rich, and have not
lived in luxury. But I have had great joy and contentment in life”.
Hedberg goes on to quote “non videre sed esse” (be rather than just
appear to be) as one of Thiriet’s rules of life. (43)

Hedberg goes on to write that “whilst many development societies
(Societés de developpement) in different parts of France scarcely got
beyond the drawing board stage, the idea was effectively set into
practice in Lorraine”. (41)
In reply to the question as to why this should have been so, he
answers simply with the name “Paul Thiriet”. It is, of course, true
that Paul Bugnon had the goodwill of the bishop and even that of the
chamber of commerce in 1918 (Bugnon himself mentions in his book
“Les Origines de la Cooperation meusienne” how the chairman of the
chamber of commerce, the socially minded industrialist, Raymond
Ulrich, warned him of two risks at the time: the first that the co–
operative would end up entirely in Thiriet’s hands, the second that
the membership and its representatives would become fragmented
as a result of political differences). (42) However, the commercial
success of the enterprise must be largely credited to Thiriet. The
chamber of commerce chairman, Ulrich, also urged Bugnon to
integrate Thiriet’s family and business associates into the co–
operative - not as “parasites” but rather as well-paid and fully
integrated specialists. And it would appear that this was achieved
with excellent results.
Although Thiriet was never a member of the co–operative’s board
of directors, in the wake of numerous mergers in 1921 he became the
de facto leader of the big “Union des Cooperateurs de Lorraine” with
its centre in Nancy. (“Union des Cooperateurs” was the usual name
for a merged co–operative). Thanks to Thiriet’s efforts this became
the biggest consumer co–operative in France from 1924 onwards. As
already mentioned, Thiriet also played a leading rule in connexion
with the decentralisation of the central co–operative wholesale
purchasing organisation. Almost right up to his death at the age of
72 in 1958 he continued to work towards the commercial success of
“his co–operative”. According to Hedberg, in many respects Thiriet
can be regarded as “resembling a captain of industry of the old
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Of course, it cannot be said that Hedberg is an entirely unbiased
critic on the subject of Thiriet. Hedberg was the brilliant strategist
who masterminded the KF struggle against the electric lamp cartel,
and who later became the first commercial manager of “Luma”. As
such he must have had considerable personal understanding for
Thiriet as well as a kind of “solidarity of managers”. Nevertheless,
there can be no doubt that Paul Thiriet was an exemplary representative of that generation of co–operative “pioneer entrepreneurs”
who managed to channel the great social impulse of the co–operative
founding fever along the road to commercial success. Unswerving
personal honesty, a strong spirit of commercial innovation at least
at the outset of their careers - the ambition to see the object of the
common effort expand and consolidate - but also a rather authoritarian style of leadership characterise many of the representatives of
the first generation of co–operative managers. In many cases these
men remained in power from the time of the pre-World War I epoch
right through until the 1950’s. Compared with their successors, who
often developed tendencies leading towards collective management,
these early co–operative pioneer entrepreneurs stand out as a rule
because of the relatively youthful age at which they ascended to their
top positions, and often also because of the business experience
which they brought with them from outside the co –operative.
Particularly in the case of Thiriet this may well have been of decisive
importance. However, it very often happens that these “larger than
life” figures lack the foresight to prepare for their own departure
from the top in good time. This was the case with Thiriet as well as,
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e.g. with Albin Johansson from Sweden’s KF. As a consequence they
created problems for the very enterprises which they had made big.
In any event, the “potentate” Thiriet’s successor was not a man of the
same stature. Furthermore, Thiriet’s faith in the small shop later
turned out to be the starting point of a structural problem (his idea
was to have small shops which should look “crowded” already with
5 customers present...)

Table 3:
NANCY CONSUMER CO–OPERATIVE: BALANCE SHEET
AS OF 31.12.1961

At the beginning of the ‘sixties, when Hedberg wrote his book
about the consumer co–operatives in France, Nancy was still the
undisputed flagship of the movement. Indeed, in 1961 the Nancy
regional co–operative had 430,000 members spread over one tenth
of the whole country. These were served by 1,234 shops and three
meat packers. However, when making comparisons with the consumer co–operatives in his own country Hedberg noted that the goods
on hand - which represented 45 days’ turnover - did not have the
same writedown nor were they evaluated so cautiously as was the
case with the co–operatives in Sweden. (44)
The dominance of short-term loan capital and - when compared
with Sweden - the two to three times smaller equity holdings are also
criticised by Hedberg. The “in relation to the equity capital, enormous” net surplus was used amongst other things to pay a 6 per cent
interest on shares. (45)
To round off Hedberg’s picture of the Nancy consumer co–operative it is perhaps worth while recalling the contribution which its
managing director, Joanny made to the discussion at the 1981
FNCC Congress in Bordeaux. Speaking on the subject of centralisation-decentralisation he digressed far into the past of the Lorraine
co–operative. He argued that the success of the Lorraine model lay
to a great extent in the departure from the overloaded centralisation
of the regional co–operative merger phase. To be more precise, he
saw it in a deliberate decentralisation resulting in the setting up of
6 “provincial managements”. Each of these purchased on its own
authority, had its own meat packer, and supplied dozens of standard
type branch shops of the 35 m2 type. (46)
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% ASSETS
26
7
2
45
7
13

Real estate
Inventory
Shares and participations
Goods on hand and packaging
Wholesale trading accounts
Cash, bank deposits, securities

100

40.0
11.4
35.4
69.5
10.7
19.2
154.2

% LIABILITIES
5
3
50
8
22
12

Million Swedish Kr

Long-term loans
Members’ savings5.1
Other short-term loans
Business capital
Reserves
Surplus

100

Million Swedish Kr
8.2
76.0
11.8
35.1
18.0
154.2

Source: Hedberg p. 91
Thus, Paul Thiriet was not the absolute monarch of a fully
centralised machinery but rather the commercial animator of a
highly federative structure - which according to Joanny regarded
itself as an “enthusiastic community”. However, Joanny admitted
that now and again the “provincial dukes” behaved “as if they were
managing directors”. Neither could he avoid admitting that the
“allrounders” appointed to the regional managements were illequipped to adapt themselves to the specialisation trends in the
retail trade from the 1960’s onwards. He also had to admit that the
federative administrative structure resulted in Lorraine becoming
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the “champion of costs” amongst the French consumer co–operatives. This reproach was to be later often repeated by the man called
in as “saviour of the FNCC”, namely Charles Veverka, e.g. when
commenting on the settlement proposal submitted by Nancy in
1985. (47)
In the perspective of early 1988 Nancy’s creditors have agreed to
accept the offered 60 per cent equalisation rate.The former flagship
of the French consumer co–operatives seems again ready - together
with the four other survivors of the great storm - to take to the high
seas . Even if the history of Nancy consumer co–operative since the
Second World War is not exactly a success story, this co–operative
enterprise has probably put up a better show than some of its
contemporary critics are willing to credit.
FIG. 1:
NANCY REGIONAL CO–OPERATIVE TERRITORY
AROUND 1960

2.

THE FRENCH CONSUMER CO–OPERATIVES
1945-1975

Despite some serious problems the years between the wars were
a period of consolidation for the French consumer co–operatives, and
the setting up of the regional co–operatives with their networks of
branch shops even signalled a certain lead for the co–operatives in
the French retail trade sector. However, the movement was unable
to retain this pioneering role in certain fields after World War 2.
Unlike their counterparts in Scandinavia and parts of central
Europe, the consumer co–operatives in France lagged behind as far
as the progressive industrialisation of the distribution of goods was
concerned. This applies to the supermarket revolution and also
particularly to the hypermarket revolution. The latter was delayed
in coming to France, but was all the more dramatic as a result. The
self-service system was first introduced into France in 1948 by the
Goulet Turpin company. A good twelve years later the Coop Group
owned 23 self-service stores as opposed to the 1,600 owned by their
competitors. The supermarket came to France in 1957. Six years
later the Coop owned one supermarket as opposed to the 76 run by
competitors. The first Coop hypermarket opened in 1970 - seven
years after the first shop of this kind had been opened in France. (48)
Accordingly, the French consumer co–operatives lost their image
as a particularly modern enterprise with fair prices at an early stage.
Some successful and convincing consumer-oriented initiatives (e.g.
the setting up of the Laboratoire Cooperatif in 1955) did, of course,
serve to give the consumer co–operatives a certain quality image,
and resulted in a shift in the customer structure into the middleclass range. But the most active role in the French retail market was
taken over by the privately owned chain store groups such as the
Carrefour Group and the groups of cooperating retail traders which
had assembled around Edouard Leclerc. Thus the aggressive, consumer-friendly image now belonged to the competitors.

Source: Hedberg p. 76
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Any attempt to describe how the French consumer co–operatives
steadily lost ground to competitors over the decades is largely
thwarted by the lack of documentary records. It is not only a case 697
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as Anders Hedberg already complained in 1963 - of FNCC statistics
being extremely sparse and devoid of any information regarding
costs, surpluses, or the economic status. (49)

member, per sales point, and share capital per member struck
Anders Hedberg as being “astoundingly small”. (51)

Hedberg remarked in his book that, as far as co–operative statistics are concerned, France was an “underdeveloped country” (50)
But even these modest data were not available to the author of this
present study. In view of the fact that elsewhere in France bureaucracy is quite well developed, this inability to organise a centralised
information system may be seen as a further indication of the
traditional weakness of the central institutions of the French consumer co–operative movement. For the purposes of this study, the
absence of “solid” data for the period 1945 to 1975 will be compensated for in two different ways. Firstly, the already widely quoted
work of Hedberg offers a candid view of the situation as it appeared
around the middle of the period in question to a “friendly critic” from
a more developed co–operative environment. Despite a deliberately
simple and pedagogic style, Hedberg’s book does contain snatches of
important insider information - such as the analysis of the consolidated balance development of the leading regional co–operatives as
drawn up by the “finance committee” in the mid ‘fifties for presentation to FNCC.
In a second section the reasons for the gradual decline of the
French consumer co–operatives during the ‘fifties and ‘sixties are
reconstructed on the basis of anonymous interviews with local
experts.
2.1.

A FRIENDLY CRITIC’S VIEW OF THE PERIOD
AROUND 1960

According to Anders Hedberg there were 45 regional consumer co–
operatives in France in 1961, and whilst these accounted for only 8
per cent of the total FNCC membership, they achieved about 90 per
cent of the total group turnover. They operated 8,007 branch shops
and 368 other sales points (mobile shops, etc.), had a total of 31,036
employees, and claimed to have 2.7 million members. Turnover per
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“Very small shops” were dominant also in the big co–operatives.
As a general rule, the managers of these shops worked on a sales
commission basis, but sometimes also on a part commission part
fixed wage basis. The contract with the shop manager (and his wife)
usually stipulated that they should deposit a certain sum in a
blocked account as surety for the stock on hand. Normally they
would receive 6 per cent commission on sales (this would also cover
the wages of any assistants). Thus the distribution channel operated
by the French consumer co–operatives was something of a hybrid
incorporating a variety of the typical private family shop at the retail
end with the co–operative taking care of the purchasing side. The
situation was in fact similar to that prevailing in Italy with the
function of the co–operative establishment itself being very often
reduced to no more than that of wholesale dealer (a situation which
was to persist in essence until the big crisis of 1985 - 86). Hedberg
notes that the system does have an advantage in that personnel costs
can be calculated on the basis of the fixed sales commission and the
personal income of the family managing the shop is directly related
to that family’s own efforts and ability to increase the co–operative’s
sales turnover. At the same time, however, he draws attention to the
“many major disadvantages” of such a system: e.g. longer waiting
times for the customers because of the reluctance to employ assistants, and also the fact that “capital costs are a matter for the co–
operative”. (Another critical point which emerged from one of the
anonymous interviews was that by virtue of this system the co–
operative was too far removed from the sales front and concentrated
its interest mainly on its wholesale purchasing function. Consequently the centre was less in touch with changes in customers’ and
members’ habits). Hedberg was particularly surprised to note that,
according to the FNCC model contract, the surety was to be deposited with a public savings bank and not with the co–operative itself.
(52)
Hedberg was further surprised to learn of the “soviet-democratic”
provision that delegates attending the annual general meeting
could be bound by an imperative mandate of their district meeting,
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and also that the commercial manager of the co–operative was not
usually a member of its board of directors. (53)

The average paid up share capital per member was only a fifth as
high as the corresponding figure for Sweden. Hedberg himself is
prepared to accept this as a consequence of inflation, however. (56)

With the benefit of hindsight one may see this dominance by what
were usually lay elements bound up in tradition as a factor for the
problems which the French consumer co–operatives had in adapting
to changing circumstances. It is probably also a part of this traditionalism that the aspect of mutual aid with a welfare fund for the
newly born, the sick, the aged, and help with the burial expenses of
deceased members had still not quite disappeared.
The 2,965 billion Swedish crowns turnover, which, according to
Hedberg, the 542 FNCC co–operatives achieved in 1961, was in the
region of only 20 per cent below that of the 522 Swedish KF co–
operatives, but the turnover per member was more than three times
higher in Sweden. (54)

One of the most interesting sources to which Hedberg had access
was the study undertaken by the “finance committee” and submitted
to FNCC under the title “Study of the financing of and the investments made by 27 co–operatives 1953 - 57”. This study also featured
a total balance for these enterprises as per the end of the year 1957.
Hedberg compared these figures with the status of the Swedish KF
co–operatives. (57)
Table 4:
FRENCH AND SWEDISH CONSUMER CO–OPERATIVES
IN 1957

The turnover per inhabitant was even as much as about seven
times higher in Sweden. This should not be seen only as a result of
the different living standards and differences in purchasing power
which are not accounted for in the exchange rates. It also was a
consequence of the much weaker market status of the consumer co–
operatives in France. Whereas their turnover in 1959 accounted for
“some 1.5 per cent of the total private consumption”, the market
share in Sweden was six to seven times higher (55) and Hedberg
points out that the market shares in Finland and in Iceland were
even twice to three times greater than in Sweden. The co–operative
market share in the grocery goods sector in France was barely 2.7 per
cent in 1954, but by 1958 had risen to 3.6 per cent. Here again the
KF group in Sweden accounted for a market share which was six to
seven times higher. Of course the competitive position varied considerably within France. There were regions where the co–operative
network was very dense and there were other regions where their
coverage was negligible.

ASSETS (%)
Real estate, inventory, participations
Stock on hand
Accounts receivable
Bank balance, cash, securities

In the year 1961 the six biggest French co–operatives accounted
for roughly half the total turnover achieved by all 45 regional co–
operatives. The Paris co–operative only managed to make third
place behind the Nancy and and Dunkirk consumer co–operatives.

Source: Hedberg p. 70
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LIABILITIES (%)
Long-term obligations
Goods and other short-term obligations
Share capital
Reserves and other equities
Surplus

Surplus as percentage of turnover
Writeoffs as percentage of turnover

F
32
48
10
10
100

S
68
17
3
12
100

7
46
6
29
12
100

24
25
17
25
9
100

3.9
1.1

1.7

3.7

Commenting on the comparison of the two balance sheet structures Hedberg points out that the 26 major French co–operatives
covered by the study account for 81 per cent of the total turnover for
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those co–operatives belonging to FNCC and 93 per cent of the total
turnover for the regional co–operatives i.e. “Societés de developpement”. As far as the value of the assets in the collective balance sheet
is concerned, Hedberg draws attention to the fact that the French
stock on hand and accounts receivable are two to three times higher
than in the case of the Swedes. By contrast, real estate, inventories,
and participations were less than half as significant. On the liabilities side of the balance sheet, equity capital and long-term obligations were considerably lower than in the case of the Swedish (58)
co–operatives, whilst goods and other short-term obligations were
higher.

seems to suggest even that the French consumer co–operatives as a
whole are scarcely able to carry on their business without the
support of the credit allowed by their suppliers.” (61)

Although Hedberg is cautiously reticent with his criticisms, he
notes that the stock turnover (relative to the value of stock on the
balance sheet date) was 15.5 in the KF group and thus considerably
higher than that of the compared group in France where the figure
was only 6.5. “Particularly since groceries play an even greater role
in the French consumer co–operatives than is the case in Sweden,
one can only come to the slightly sad conclusion that the stock level
appearing on the French collective balance sheet had at least not
been greatly under-evaluated.” (59) This carefully worded criticism
of Hedberg’s was to find its echo some quarter of a century later in
the catastrophic over-evaluating of stock by the co–operatives in
northern France. Indeed, the distorting influence which this practice was to have on the balance sheets ultimately thwarted the rescue
bids made by the central institutions and even brought about the
downfall of the latter themselves...
As a general rule, the item “accounts receivable” in the Swedish
collective balance sheet comprised wholesale deliveries from co–
operative production plants (such as bakeries) to the major consumers. Since the French co–operatives had a much lower own production value, but a much higher “accounts receivable” status Hedberg
arrived at the diagnosis: “The disease of effecting sales on a credit
basis is not one of the evils which the French co–operators have
succeeded in banishing for ever.” (60)
Hedberg regards the liquidity status of the French co–operatives
as “not being particularly good by Swedish co–operative
standards”The collective balance sheet for these co–operatives
702

Hedberg was at pains to find also something positive to say and,
indeed, pointed out that the regional co–operatives had increased
their share capital by 23 per cent in 1961, and that “self-service was
now on the march” (the number of self-service shops had been
increased from 33 at the end of 1959 to 230 at the end of 1961).
However, the very low equity capital quota compared with the
Swedish figure, and the fact that “almost nine-tenths of the sales
turnover” is realised in 7604 non-self-service shops leave a deeper
impression than do Hedberg’s polite words of modest praise. (62)
Also the fact that “the entire south of France remains a desert with
only small coop oases far remote from one another, and that in
Marseilles in 1961, for example, FNCC was represented by a mere
four small co–operatives commanding a total of 13 shops, gives
Hedberg reason to think. This leads him to reflect upon the weakness
of the consumer co–operative movement in southern Europe as a
whole (for which he sees six reasons:lower educational level, absence
of climatic conditions of the type which tend to encourage co–
operation, traditional dominance of small private businesses, minor
role played by the industrial revolution, influence of catholicism,
and the shallow roots of democracy - this particularly so at local
levels.)
Despite his touching account of the rise of the Lorraine regional
co–operative - whose most prominent representative, the longserving FNCC president, Marcel Brot, he (intentionally?) does not
mention - Anders Hedberg finally arrives at a thoroughly detached
but decidedly troubled assessment of the French consumer co–
operative movement.
Without mincing words he declares that the chain stores in
France, the privately owned competitors to the consumer co–operatives, are the people in the front line who are “keeping costs down
and intensifying competition - and thus who are making a major
contribution towards an extremely beneficial renovation and modernisation of retail trading in France”. (63)

703

Robert Schediwy

The Consumer Co-operatives in France

“The most outstanding trailblazers in the modern grocery trade in
France during the past decades have been the privately-owned chain
store groups - and not, as is the case in Sweden - the consumer co–
operatives”. (64)

comparable results and balance sheet calculations, then France
would also have the benefit of co–operative statistics which would
annually give valuable practical information regarding changes in
the co–operative economy. (69)

Hedberg is also quite critical in his appraisal of the central
institutions of the French consumer co–operatives. The fact that
voting rights at the annual FNCC association congresses are not on
the basis of “one man one vote” (as in Sweden) but rather on that of
the number of members belonging to the co–operative “is scarcely
any encouragement to the individual co–operatives to delete the
names of mere paper members from their records.” (65)

At the time of Hedberg’s book the FNCC welfare department
owned not only 13 children’s summer camps providing accommodation for 6,000 youngsters, three convalescent homes for aged co-op
members (who were receiving certain state benefits), but also three
“Coop-Hotels”. The latter field may well have lent itself to further
successful epansion. But it scarcely had any future under the
auspices of the welfare department of the “ideological federation”.

The ultimate aim, according to the FNCC programme, namely
“replacement of the current social system characterised by competition and capitalism by one in which production is organised for the
benefit of the consumers as a whole instead of just for the purpose of
making profits” struck the pragmatic Swede as being a “vague
dream”, (66) and particularly so because “in France this dream goal
is considerably more distant” than is the case in many other countries. Commenting on FNCC activities in the press and educational
fields, Hedberg is impressed by the school co–operation idea as “an
experiment worthy of consideration” (the idea being that school
children should be encouraged to work in co–operation through the
collective purchasing of sports or school materials, or the collective
selling of handicraft work). However, Hedberg also points out that
the French co–operatives are having difficulties in setting up a
sound system for personnel training of the sort which has meant so
much in other countries as far as the progress of the consumer co–
operatives is concerned. (67) On the subject of the advisory services
provided by the FNCC “technical department”, Hedberg comments
dryly that, according to the 1962 Congress Report, the co–operative
bakeries are still run “very largely on a handicraft basis” a fact which
seems to offer considerable scope for advice on bakery technology.
Similar pioneering efforts are also necessary “in deep-freezing
technology, or in the portion packaging of meat products”. (68) As far
as the FNCC business economics department is concerned, Hedberg
remarks: “Should it be possible to interest the regional co–operatives in the idea of introducing a standard accounts system providing

The administration department at FNCC embraced also the co–
operative auditors section - which was being expanded at the time
of Hedberg’s report - and the “Societé de Gestion - which was set up
along the lines of the British and the Swedish reorganising companies. Further sections in this department were a formally independent pension fund and a domestic credit association (“Union Cooperation de Credit Menager” founded in 1951).
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In his approach to SGCC (Societé Générale des Coopératives de
Consommation) Hedberg was particularly interested in the own
production side. This included five canneries (three of which were in
Finisterre Departement) with a total labour force of 360, production
facilities for mustard and vinegar - and since 1961 - a chocolate
factory with 180 employees. Apart from these, SGCC also had an
interest in edible oil production, pasta production, salt production,
and a dairy. (70)
However, this must all have seemed somewhat paltry to Hedberg
compared with the powerful co–operative own production facilities
in Sweden. He also remarked that the British retail co–operative
societies were much more heavily engaged in own production. One
of the leading French co–operators, Robert Leclerq, spoke on the
subject of own production at the 1953 FNCC Congress where he
pointed out that all the Swedish consumer co–operatives showed
“heroic loyalty” towards all those factories set up collectively by KF.
(71) “It is this sort of pulling together which is missing in the French
co–operation” Hedberg remarks. (72)
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A brief look at the SGCC balance sheet for the year 1971 shows (cf.
Table 5) that, amongst other things, the stock on hand was very low
- and this because some 80 per cent of the turnover was achieved with
SGCC acting only as an agent. The goods in this case were in fact
delivered directly to the individual co–operatives by the supplier.
The liabilities side of the balance sheet reveals the dominance of
short-term loans and also a high net surplus in relation to nominal
capital and total equity. The net surplus originated mainly from own
production and was largely used to pay a 1.8305 dividend to the co–
operatives for (actual) purchases.
Of course we have to make due allowance for the fact that Anders
Hedberg viewed the French consumer co–operatives through the
eyes of their Swedish counterpart - which in the early ‘sixties was at
the zenith of its economic power. However, Hedberg’s clear and
critical statements reflect the picture of an organisation which was
falling behind by the standards of its own country’s social and
economic development, and which was already showing serious
structural weaknesses.”The general upheaval in the grocery trade
did not reach France until a relatively late stage, but when it did
come it made fairly sudden demands on both capital and ability”
Hedberg wrote in 1963. (74) (It was just at this time that Carrefour
opened the first ever “Hypermarket” in France with 2,500 m2 sales
space) This was the task FNCC had to face. Hedberg warned against
the danger of falling further behind with the introduction of modern,
cost-saving sales methods: “Being no different, the average French
housewife thinks first as a consumer and not as a co–operator”. As
was to be seen later, this warning was not unfounded ...

Table 5:
PORTRAIT SKETCH OF SGCC
%

ASSETS

11
8
11

Land and buildings
Machines and inventory
Shares, participations

30
27 stock on hand
13
accounts receivable
19
acceptance credit
11
bank balance etc

Million Swedish Kr
9.1
6.6
9.2
24.9
22.9
10.7
16.0
9.7

43

36.4

100 %

84.2

%

LIABILITIES

5
12
28
21

long-term loans
advance payments from customers
goods promised
other short term debts

Million Swedish Kr
4.1
10.1
23.2
18.0

61
12
17

51.3
nominal capital
reserves

29
5 surplus

10.6
14.0
24.6
4.2

Source:Hedberg p. 113
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2.2.

REASONS FOR THE GRADUAL DECLINE

“Early on in the ‘fifties,” writes Claudine Marenco, a series of
changes took place in the production apparatus, as well as in the
geographical distribution and living style of the population. These
changes posed quite new demands on the system for goods distribution. The capitalist enterprises took advantage of this situation to
rationalise their commercial apparatus from the point of view of the
localisation and type of their shops...”
“The co–operative movement is not quick to embark on the same
course. The co–operatives are dependent upon the localisation of
their sales front, which in the main is firmly anchored in semi-rural
areas and small towns; they are further dependent upon the professional abilities of their top people and personnel and these abilities
are different from those necessary for the planning and management of really big shops. There is also a dependence on the financial
resources at their disposal. These may well be sufficient to permit
the self-financing of traditional branch shops, but - because of
difficulty of access to the finance market - would be hard pushed to
enable the establishment and functioning of shops with large sales
areas. Another major consideration is that the big shop does not fit
into the environment and social network in which the local section
is rooted.” (75)
Marenco’s items could in effect be taken as chapter headings for
the complex reasons as to why the French consumer co–operatives
were allowed to fall behind in both competitiveness and in the race
to modernise the retail trade as far back as the ‘fifties. She quite
rightly attaches significance to the retarding influence emanating
from members, elected officials, and personnel - i.e. from the “co–
operative social background”. Indeed, this factor was probably even
more decisive than any financial barriers as far as the failure to
adapt to the modern retail marketing methods was concerned.
2.2.1. INSTITUTIONAL SCLEROSIS
A former top representative of the consumer co–operative movement admitted during conversation with the author of this study:
“one of our central problems lay in the fact that the elected represen708
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tatives - who were often schoolteachers or trade unionists - failed to
recognise the signs of the times. Particularly in the north of France,
where the Co-op group seemed to be at its strongest, this led to the
most serious problems. Particularly in the northern regions the
trade unionists saw first and foremost in the co–operatives a “milk
cow” which would supply bread and milk free of charge to the
workers during big strikes (coal miners’ strikes for example). Thus
the co–operative democracy became “a little republic of comrades”
(“petite republique des camarades”). Nobody wanted to have big
modern shops, nobody wanted any advertising. Consequently the
elected officials, although they were honestly devoted to the co–
operative cause became more and more like brakesmen”.
Much the same point of view was put forward by an expert who
had worked for many years in the close vicinity of the French
consumer co–operatives: “Our co–operatives were managed by decent, but humble people. There were no real persons of any note
amongst the representatives, nobody with any business expertise
like there sometimes was in the agricultural co–operatives. They
were railwaymen, schoolteachers, clerks from the gas or electricity
works, decent trade unionists. And, of course, these “humble people”
in turn elected another “humble” person, just like themselves, as
chairman. The “humble” chairman himself naturally sought a
“humble” director. Not a person with university degrees, wide
experience in the service of other companies, and a high salary - but
rather an elderly man from within the co–operative itself...”
“In some areas it is said that schoolteachers made up as much as
a third of the co–operative executive board - but the teaching
profession is far removed from business life proper,teachers do not
have to contend with competition”. “To make things worse, the
members’ representatives did not realise that the members did not
share the same traditionalist views as they did.” In fact, the vast
majority of the members often welcomed the changes which their
own officials had rejected. When “Auchan” opened the first hypermarkets in the north of France the result was catastrophic for the co–
operative market shares. But the officials had meanwhile begun
recruiting largely from their own ranks: “There were co–operatives
in which dynasties had become established. It was not unknown for
the presidency to pass from father to son.”
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The protracted presidency of Marcel Brot in both Nancy and in
FNCC can also be seen as a symptom of personnel sclerosis - even
though Brot looked young for his age and must have been an able
communicator. Brot hung on to office up to his death in 1966 at the
age of almost eighty years. One interviewee shook his head as he
recalled:”I remember once at a congress having to listen for almost
an hour to Brot tirading against the practice of giving key rings to
customers as goodwill gifts. Of course the co–operatives had to do
that at the time. In those days everyone was handing out key rings.
It would have been madness not to do the same. But in Brot’s eyes
it was a deadly sin”.

l’ouvrierisme”) and with allowing people to advance within our
ranks. A consequence of this policy was that the manager of one of
our hypermarkets was ten years older than his counterpart with
dynamic competitors such as Carrefour”.

This moral rigorism was not without a certain loyalty to principles, but: “we are not living in a co–operative world, but rather in a
world of competition”. And: “the idea of bringing up a ‘new type of
human being’ through school co–operation was first class - but we
have to work with the people of today and even those from yesterday”. From the point of view of various experts on the French
consumer co–operatives, the organisation showed that it had no
claim to immortality because its top people had fallen victim to a
paralysing aging process and had become afraid to take risks. Not
enough new blood was coming in.
2.2.2. FEAR OF TECHNOCRACY
“Intellectual capital is what was most noticeably lacking” said the
former high ranking official mentioned earlier. And Jacques SemlerCollery, former member of the FNCC board is quoted in an article
published by the Swedish co–operative magazine “Vi” as follows:
“the shortage of competent people was to a very large extent the
result of the practice of recruiting internally coupled with a mistrust
of persons of higher education.” (76) Even top people like Charles
Veverka “had to forget that they had a doctor’s degree” and “show
that they also knew how to weigh out open mustard”. This same
reproach was heard from several other interviewees. Jean Lacroix,
who was dethroned as FNCC president in 1985, and who did not
claim the right to remain anonymous when giving an interview,
explained: “we overdid it with promoting employees, (“on a fait
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The anti-intellectual prejudice seems a common aspect of the
social climate of almost all consumer co–operatives in the whole of
Europe. In the case of France it was of course brought up mostly by
interviewees with an university degree. As these are overrepresented in our study our sources may be slightly biassed. One opinion,
however, was critical of the intellectuals too. A former employee of
the co–operative central organisation stressed that it was above all
these few intellectuals in the movement who most often championed
an old-fashioned ideological discourse “us against the capitalists”.
They had frequently made their careers in members’ and press
departments without ever having had “to soil their hands with the
ordinary work”. There are some indications that this observation is
accurate and that it may reflect some well-founded criticism that the
“practical people” who had risen through the ranks would voice
against the few intellectuals of the movement. For example the
relatively strong position of the “political” FNCC vis à vis the
commercial SGCC during the Brot era seems to support it. In this
context the accusation of little scope for well-educated people probably requires some qualification: it really boils down to an express
“fear of technocracy” (this expression was used by one of our
interviewees). Autodidactic “practical people” and rhetorical “ideologues” were - despite a certain mutual resentment - all part of the
same aging structure. But qualified managers coming from other
companies would very probably be regarded by both groups as a
threat to the “co–operative climate”. The “practical men” of the
Société de Gestion - Brot once called them the “mercenaries” and
they took the epithet with pride - formed a first vanguard of
technocrats and trouble shooters. Even though some of them had
higher diplomas and some others not they were probably least
reluctant to call in young business graduates. But the keepers of the
co–operative spirit were extremely distrustful of people who talked
about efficiency first and about co-operative values rarely.
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2.2.3. LAXITY, LACK OF MOTIVATION, BUREAUCRACY,
PRESTIGE PROJECTS

Cooperation” built on the banks of the river Seine in the rich suburb,
Boulogne, in 1976 is a classic - yet hotly disputed - example cited time
and again. (77)

Many observers of the French consumer co–operative movement
point to the organisation’s difficulty in reaching decisions, its traditional clumsy bureaucracy, a certain laxity in personnel management, a possibly too generous understanding for the trade unions,
and a lack of motivation for employees. In the case of the wholsesale
purchasing organisation, SGCC, even more serious reproaches were
suggested from two interviewees: Because of years of disloyal conduct on the part of certain buyers SGCC was said not to have
achieved optimal purchase prices to its member co–operatives. This
latter accusation, although given precision by the mention of castles
and collections of valuable paintings allegedly owned by ex-buyers
from SGCC, is included here more as an anecdote than anything
else. Nevertheless, it is possible that an exaggerated camaraderie
and an absence of of any motivation to maximise profits may have
led to higher tolerance thresholds for corruption and unproductive
practices in co–operative management as compared to private competitors. In fact, similar rumours have emanated from other nonprofit enterprises on certain insistances. One thing is certain, and
that is that a promise was made to the trade unions that a certain
socially trailblazing role would be assumed (e.g. automatic indexing
of wages to the inflation rate in 1968). This pledge turned out to be
beyond the economic means of the Coop Group. Even an interviewee
close to the trade unions pointed out that, in the ‘fifties and ’sixties,
“too high a manning level”, the building of overdimensional “warehouse cathedrals”, and “bad business management” would have led
to serious difficulties even earlier but for the movement’s enormous
real estate holdings. This same observer speaks of a total ideological
sterility: “A terrrible officialese (“langue de bois”) was spoken in our
circles. There were hour-long speeches without any substance at
all”. He went on to add: “None of our people were ever sacked. (If
anyone at Carrefour produces poor results he is fired immediately)”.

“A prestige policy is always dangerous” Michel Hubert told a
major co–operative colloquim held in Montreal in January 1986.
“The Maison de la Coopération in Boulogne, the big steamship
without a soul, was perhaps just one work of a sinful pride amongst
many”. (78)

Several observers also drew attention to the fact that the central
institutions in particular showed a certain tendency to go in for
prestige projects and unproductive investments. The “Maison de la
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Others, who in the early ‘seventies called for the bringing together
of all central co–operative institutions, defend Maison de la Cooperation as a “good bargain” - which in the end turned out to be right
when the movement was forced to sell it in 1985. It may be granted
that the sale of the earlier premises and the building of a readily
salable central office was an astute speculative move in terms of the
real estate market. Even the case for “an attractive centre to
increase co–operative self-confidence” can be argued: However, the
counterarguments seem to carry more weight. The “tieing up of
scarce capital in an unproductive administration palace” may be
quantitatively arguable but the effect certainly was “the creation of
a splendid facade which detracted from the true floundering status
of the movement and thus encouraged a false feeling of confidence”.
Also “the temptation to fill up all the available space with an
overblown administrative apparatus” is hardly avoidable when
moving into a spacious new building. Such arguments were put
forward by numerous interviewees. (79)
2.2.4. FRICTION BETWEEN TRADITIONALIST AND
INNOVATIVE CO–OPERATIVES
In his above mentioned contribution to the Montreal colloquium
Michel Hubert discussed the two possible reactions by the consumer
co–operatives to the changes in the French retailing system . There
was, of course, a general trend which favoured a triumph of technocracy over the traditionalist officials. On the other hand, there were
cases “in which the people remaining in power, although wellintentioned, were ill-prepared for their role technically. These
people were just not in a position to hold their own against the
713

Robert Schediwy

The Consumer Co-operatives in France

specialists”. Hubert went on to note that particularly “when a co–
operative management feels itself to be weak, it tends to isolate itself
from its colleagues at national level and then to accentuate its own
short-term policy. The result is that they do not just endanger their
own co–operative , but - whether they want to or not -the whole group
to which their co–operative belongs. (80)

local interests. Each local shop had a deep-freezer installed, had its
butchery department extended and in general was converted into a
200 m2 supermarket (which at that time was even in keeping with
the FNCC official line).

There was a process of deteriorating relations between the wellrun consumer co–operatives on one side - the management usually
had the upper hand in these cases - and the traditionalist co–
operatives on the other side - essentially co–operatives in which the
members’ representatives were holding the reins, and which were
firmly anchored in a classic labour movement environment. There
we are arriving at a very important aspect in the history of the
problems of the French co–operatives in recent decades. During the
course of a discussion Jean Lacroix gave an example to illustrate
why each of the different approaches was characterised by an
understandable internal logic: the issue of a differentiated price
policy - which was such a burning problem for consumer co–operatives in many countries - was “solved” by the co–operatives in
northern France in the sense that they made their prices uniform
(clearly, of course, difficult to maintain in the face of competition).
Meanwhile it was decided in Nancy that the effective cost advantages of large self-service shops should be exploited vis a vis competitors.
In the north the biggest worry of all was the effect to be feared for
the dense network of small branch shops when big, low-priced shops
were to be opened up. In this context Lacroix pointed out the
retarding influence of the local officials’ democracy. “Where a
hypermarket is to be opened under circumstances such as those
prevailing in the north, a single village is happy about it (namely the
village in which the hypermarket is to be built) but another 99
villages are not happy (because their small shops are going to suffer
or even to be closed). Lacroix argues that “an organisation with a less
dense branch network is less opposed to the idea of big new shops and
the associated price policy”.
According to Lacroix in northern France it was decided to invest
“a little bit everywhere”. By this means it was possible to satisfy all
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But this egalitarian logic was doomed to failure because - again
according to Lacroix - of the inability of just this type of shop to
compete with a typical family-run modern retail grocer. With better
staff motivation, willingness of the owners to work longer hours, etc.,
(but also the tax evading practice in the fresh foods sector, namely
purchasing without invoice) the private shop was in a position far
superior to that of comparable co–op branch store.
This divergence of strongly held business concepts (typically in
the less traditional co–operative territories) and the egalitarian co–
operative tradition particularly in the industrial regions of northern
France led to inter-co–operative transfers, which in the long run
proved to be an unbearable burden for the solidarity of the sector.
This solidarity had been shaky already in the beginning, as we have
noted in the early historical part of our study.
2.2.5. PROBLEMS WITH THE CO–OPERATIVE
LEGALFORM AND FINANCING
Certain problems in connexion with the co–operative legal form
became topical during the ‘fifties and ‘sixties. In a technical sense
these problems may well have contributed to the circumstances
which caused the fall behind developments in the retail trade sector.
Of course, these problems were closely related to those described
earlier.
“COOP C’EST LA RISTOURNE”
For the people of France, whether they were belonged to a co–op
or not, the most memorable feature of the Coop Group was the
dividend. As recently as the ‘fifties some co–ops were still paying
very high dividends (up to 6 or 7 per cent). Coop advertising also
made the most out of the dividend with the slogan “Coop c’est la
ristourne” (Co–op means dividend). However, as the retail trade
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became increasingly competitive, the dividend payments had to be
cut back, (81) which meant an erosion of the membership advantage
specific to co–operatives. Confronted with this trend, traditionalist
members’ representatives (and also a certain management philosophy which did not want to be deprived of a key advertising asset)
struggled to maintain dividend levels. Consequently the financial
substance of the enterprises was used time and again to top up the
dividends - a disastrous practice which was, and unfortunately still
is, followed by co–operative movements in other countries also.

co-op shares to establish themselves as a popular savings investment. (82) An exception to this rule came up during the course of a
conversation with one of the interviewees. He mentioned the case of
a successful small consumer co–operative in Bergerac. Although it
did not pay any dividends on purchases, it did pay 10 per cent
interest on shares. In general ,however, the co–operative members
played no sizeable role as the providers of capital. This may have
been quite in line with some autonomy-oriented ambitions of the
managers. But it is also partly to blame for the policy of excessive
margins, which in turn may be traced back to illusionary dreams of
self-financing.

DIVIDEND POLICY PRESUPPOSES HIGH PROFIT
MARGINS
A policy that is consciously favouring the dividend as a co–
operative trademark necessarily entails the need for maintaining
high profit margins. Only if the co–operative sector enjoys a big lead
in efficiency over all other retailers (as in Sweden in the 1920’s and
1930’s) it can escape this logic. However, since if anything the
French consumer co–operatives were lagging behind the big chain
stores on the criterion of efficiency, an active price policy was
scarcely a practical consideration in their case. In recent decades
competition in the retail trade has increasingly assumed the character of an aggressively fought price war in which the competitors of
the French co–operative group have so far been able to show
themselves to be by far the more resourceful.
THE PROBLEMS OF EQUITY CAPITAL ENDOWMENT
The French consumer co–operatives failed to build up their equity
capital to a satisfactory level. The share capital depreciated - partly
as a result of creeping inflation - and FNCC decisions to increase
capital on the same scale could not be carried through. (It is possible
that the social aspect had a thwarting influence in this context too.
Effecting capital increases is traditionally pushed by management
and viewed more critically by the members’ representatives. In
France where the elective officials were in a relatively strong
position it is possible that too much allowance was made for this).
Despite the fact that in France it is quite normal to pay interest on
equity capital, the proposition was not made attractive enough for
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THE IDEOLOGY OF BEING A NON-PROFIT ENTERPRISE
The anti-profit rhetoric to which the French consumer co–operatives felt themselves to be particularly bound (and which was, after
all, a theoretical cornerstone of Gide’s co–operationist teachings)
was scarcely a favourable starting point for managerial crusades to
convince the co–operative boards of the need to improve their
enterprises’ balance structures. This aspect of co–operative ideology
encouraged the tendency to distribute any surpluses as extensively
as possible, and even to go on distributing when there were no profits
left. This was another case (like the complex issue of a differentiated
price policy and shops with a large sales area) where general
assemblies dominated by aged elected officials were able to block the
adoption of new, business-oriented ideas.
THE DAUGHTERS OF MANY MOTHERS
A typical problem at national level for the consumer co–operatives
in various countries is that the ideological central organisation and
the wholesale purchasing company are “the daughters of many
mothers”. This problem was made worse in France by the relative
weakness of the central institutions, and also by the fact that there
was no big strong co–operative in the capital. All international
experience suggests that where there is a dominating co–operative
in the capital city (such as in Stockholm, Helsinki or Vienna), the
smaller co–operatives in the provinces tend to bind themselves more
tightly round the federative institutions in order to make them a
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bastion of the “provincials” against the overly powerful capital city
co–operative. Because of the vacuum in Paris this solidarity-promoting influence was not present. This pluricentralism led to a situation where the association organs were occupied by those very
“feudal barons” who had shown themselves to be not very co–
operative with one another when sitting face to face in their respective regional bastions. Thus these centrifugal tendencies had the
upper hand except for a short period in the ‘seventies, when Charles
Veverka succeeded as a SGCC managing director in achieving a
certain unity in the Coop Group‘s approach to the market. During
the course of a discussion with the author of this study Jean Lacroix
mentioned the example of joint advertising on the radio being
abandoned by the regional co–operatives. This despite the fact that
it had offered an expedient and necessary means to unify the
movement in the age of the hypermarkets. But the “regional
feudalists did not want a system with ‘some chap sitting in Paris’
deciding that a wine glass should be on sale throughout France at the
price of 10 francs. Some wanted to sell at 8 francs, others at eleven
francs.” In connexion with the central institutions being the daughters of many mothers the practice of subsidising ill-functioning co–
operatives ran into technical difficulties with regard to taxation. The
idea of offsetting the profits earned by the wholesale purchasing
company against the losses incurred by those co–operatives in need
of subsidies - which would have been quite feasible in a group of
“normal” structure - was not possible. At the same time, of course,
the better managed co–operatives were not keen to allow special
rebates on deliveries (quasi as “premiums for failing”). And so the
SGCC had to accept the dangerous solution that the subsidies which
it paid out to ailing co–operatives had to be qualified as “loans
granted” on the credit side of the SGCC balance sheet. Ultimately
this would undermine the credit standing of the central institutions
because these “loans” de facto were irrecoverable.

which was opened in 1955 to analyse the chemical content of
foodstuffs in the interest of the consumers. The other was the
members’ magazine “Le Cooperateur de France” - which at one time
had a circulation in excess of 1.5 million. Through the offices of
Laboratoire Coopératif the French consumer co–operatives succeeded in establishing themselves as credible representatives of consumers’ interests even in the pharmaceutical field. Through the
medium of an own bulletin it was possible to reach home economics
teachers in countless schools and thus build up goodwill both in
government circles and with the local authorities. However, due
advantage was not taken of these facilities. For example the view
was held in the groceries department that it was neither decent nor
serious to go in for wide scale advertising. It was revealed e.g.during
the course of one interview that the laboratory detected a case of
serious bacterial contamination (staphylococci) in a certain ice
cream product of Italian origin. Instead of contacting one of the
tabloids which would have made a “sensation” of the incident, the
Coop Group made discreet contact with the Italian manufacturers
who promptly improved their production process. Indeed, an “unsung victory” for the consumer, but not one which meets up with the
commercial slogan: “do good and tell everybody about it”. Unfortunately the coop’s own production plants were not kept up to date with
the laboratory’s findings either. Two interviewees recalled how the
French consumer co–operatives had just begun selling wine in
plastics packaging when the news reached the general public of the
health hazard of such packaging material. Perhaps it was the
distance between the experts of the laboratory and the co-opmembership which robbed this institution of some clout as a commercial asset. Interviewees contrasted this situation with the effectiveness of the textile identification marking campaign launched by
Coop Lorraine in 1961. In this case the members were mobilised, and
as a result of a petition bearing 100,000 signatures the law was
changed accordingly in 1963. (83).

FAILURE TO ELXPLOIT EXISTING COMPETITIVE
ADVANTAGES
Various observers are of the opinion that the French consumer co–
operatives had two potentially very valuable advertising instruments at their disposal. One was the “Laboratoire Coopératif” 718

“Cooperateur de France” was the first customers’ magazine of its
kind to appear in the French retail trade. Accordingly, a certain
trailblazing function must be attributed to it. However, according to
some of those interviewed, it was “old-fashioned, dull, and hardly
ever read”. An explanation for this may be seen in the fact that the
elective officials, always the most traditional-minded group of
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people in a co–operative movement tend to take the strongest
interest in the members’ publications. An example of the consequences can be seen in an article written by Marcel Brot on 11th February
1961 in which he moralises about the “demi-cooperateurs” (i.e. the
half-hearted co–operators) who take it upon themselves to make
some of their purchases in other shops simply because of “a particular brand product which the co–operative does not sell” or because
“one or two articles may be higher priced in the coop”. Brot sternly
reminded readers that it was the first and foremost duty of a co–
operator “to keep his or her promise” and to show “a maximum of
loyalty”. Preference for a particular branded product could often be
traced back to “brainwashing through exaggerated and sometimes
downright dishonest advertising”, and the price argument applied
“only in relation to the entire range of articles needed in the
household”. Marcel Brot concluded his schoolmasterish lecture with
the advice: “Let’s not be harsh on these ‘half-hearted co–operators’,
instead we shall trust them ... But here again we see how many bad
reasons men and women can think up when they do not have a clear
conscience” (84)
It is not difficult to imagine that younger, price-conscious and selfconfident customers were scarcely impressed with this type of
lecture.
As far as Marcel Brot as a person is concerned, however, both
technocrats and ideologists in the French consumer co–operative
movement tend to have nostalgic reminiscences. Even Charles
Veverka, who was the subject of a hard attack from Brot on the
occasion of the SNCC congress at Pau in 1956, says today that Brot
“would listen to what people said”, that he hardly ever interfered to
any extent in business matters, and that - unlike certain officials
from the north of France - he did not attempt to block the introduction of self-service. Brot doubtless saw himself more as a politician
than a manager and thus posed no real challenge to people like
Thiriet and Veverka. In common with co–operators who were
personally close to Brot, Veverka has pleasant memories of him.
Nevertheless, even Brot’s winning nature as a person, and the
vitality and youthfulness which he retained in old age cannot make
up for the fact that this exponent of the co–operative movement was
not one of those people who generate modernisation impulses. (84a)
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3.

THE FRENCH CONSUMER CO–OPERATIVES AFTER
1975

To mark the occasion of the 26th congress of the International Co–
operative Alliance held in Paris in 1976, “Le Monde” published a
long article by Josée Doyère, a friendly but critical expert on the
business sector of the public economy. (85) In this article it is pointed
out that “the waiving of the right to profits as the most important
objective of every activity, and the practising of economic democracy
within the enterprise ... have not enabled the co–operative sector to
emerge as a ‘model” which could replace the structures of liberal
capitalism. The co–operative world has withdrawn itself to within
its own boundaries. It has not succeeded in gaining recognition of its
individuality .... Acceptance of the rules of competition is a relative
economic defeat for the co–operative concept inflicted at that moment when the industrialisation of production and distribution
began ushering in an endless series of methodical and structural
innovations. The co–operative movement further failed to become
that model sector which could have stood up to the laxness of
traditional enterprises whilst still applying fair prices. The reasons
for this relative defeat can be seen in the obsolescence of the basic
concept and in the excessive desire of too many co–operators to
retain the independence of their enterprise. The dearth of theoreticians and thinkers who could rekindle the enthusiasm of the
members is another reason ...”These critical comments - which apply
to the French co–operatives in total, not to just the consumer co–
operatives - are followed by a more friendly remark to the effect that
“on balance the co–operative sector and what it has achieved must
be seen in a thoroughly positive light.” Josée Doyère even went on to
express the rhetoric hope of there being a “new co–operative dynamism” comparable with the impulse originated by the 18 weavers of
Rochdale. Under the heading of “A considerable economic weight”
we find data on the co–operatives in agriculture, the credit sector,
public assisted house building, production and fisheries, and also on
the consumer co–operatives. Indeed Doyère terms them as “that
group of co–operatives best known to the general public”. It is noted
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in the article that the statistics for the consumer co–operatives in
1975 were: 6,987 shops - including 24 hypermarkets and 278 supermarkets (i.e. already 30 per cent fewer than the record figure of more
than 10,000 shops in 1961), 12.4 billion francs total turnover (this
being equivalent to 2.4 per cent of the French retail sales), 43,000
employees, 15 factories, 300 products from own production, a federative organisation with 225 members (including 25 regional co–
operatives), and 3,050,000 member families. The most important of
the ten leading regional co–operatives, which together accounted for
80 per cent of the total group turnover, was also at that time Lorraine
(turnover 1.45 billion francs). A sales turnover in excess of 1 billion
francs was achieved through mail ordering (CAMIF, a teachers’ co–
operative was a leader in this respect) and “Cooperateur de France
was appearing twice monthly with a circulation of 1,5 million.
Laboratoire cooperatif was also seen in a positive light. Despite this
modest but apparently still soundly established position of the
French consumer co–operatives the plight of the sector was much
more serious than the general public realised.
3.1.

OVERVIEW OF REGIONAL INEQUALITIES IN THE CO–
OP MARKET SHARE IN FRANCE (1980)

AN UNHEEDED PROPHESY

According to outside appearances the year 1976 seemed to be a
new zenith in the history of the French consumer co–operatives.
Their new luxurious central office building was opened on the banks
of the Seine in Boulogne. Paris had been chosen as the location for
the International Co–operative Alliance congress. Roger Kerinec,
FNCC president, had been appointed ICA chairman. However,
earlier in the year, in February 1976, an event had been organised
under the auspices of the 14th round of talks for consumer co–
operative managers which in quite an uncanny way was to point to
the approaching catastrophe.
Top management of the French consumer co–operatives had
approached Professor Henri Desroche, head of the College Cooperatif, with the request that he give a paper which should be as rousing
as possible. Desroche is not a specialist on consumer co–operatives
and is known for his highly academic and sometimes even obscure
style.However, in this instance he impressed his audience with a
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Fig. 2:

Legend: COOP MARKET SHARE IN GROCERY TRADE BY DEPARTEMENT
(1) less than–– 1 %
(2) 1 - 2.9 %
(3) 3 - 4.1 % (NATIONAL AVERAGE)
(4) 4.2 - 8.2 % (2 x NATIONAL AVERAGE)
(5) 8.3 - 12.3 % (3 x NATIONAL AVERAGE)
(6) 12.4 - 16.4 % (UP TO 4 x NATIONAL AVERAGE)
(7) >16.4 % MORE THAN 4 x THE NATIONAL AVERAGE MARKET SHARE
according to Marc de Redon: Essai sur le developpement du concept de marketing dans
les organisations coopératives.
Diss. Montpellier I, Faculte de droit et des sciences economiques 1982, p. 18
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very clear and even shattering sermon in his role as the FNCC’s
“house preacher”. Desroche postulated two possible situations for
the consumer co–operatives in France for the year 1989: a “rosy”
scenario - and a “scenario in black”. (86)

“Presumably there was a kind of chain reaction. After having been
continuously in the red for a number of years, some of the regional
co–operatives found themselves in the situation of moribund or
clinically dead companies in need of euthanasia.. It may be that one
or the other would have been absorbed by a neighbouring co–
operative - which occasionally would result in the latter ruining
itself because it tried to rescue the former. It may be that the others
would have to go into liquidation. It may be that others would escape
this fate by seeking protection for their employees and possessions
under the wing of competitors’ companies. In any case these events
would happen without the meanwhile hard-frozen apathy of the
membership network thawing any to allow some kind of mobilisation which might have been able to prevent this process taking its
full course.” Desroche spoke of an ephemeral “wave of strikes in the
co–operative enterprises” to mark the tenth anniversary of May
1968”, of “drastic cutbacks in the movement’s cultural programme
after 1980, victims of which would include the College cooperatif
(1981), the magazine “Le Cooperateur” (1982), and Laboratoire
Cooperatif (1984), (Desroche did not foresee the complete disappearance of the latter - as actually happened - but rather just its
integration into a “national consumers’ institute”. This is perhaps a
not atypical, somewhat “etatistic” approach on the part of the
professor). “In 1985 the FNCC found itself in the firing line - from one
year to the next its budget had been cut back, but from now on it
would have to reduce its staff to only a secretary general, a typist,
and a half-day office worker for the documentation.” (91) Desroche
predicted the liquidation of the wholesale purchasing company,
SGCC in 1988. Of the “co–operative republique” proclaimed by Gide
100 years earlier, only three regional co–operatives remained as
“besieged citadels” in 1989. A “right wing” government “which
wished to convey the impression that it pursued a left-wing policy”
would nationalise these in 1989 to mark the 100th anniversary of
Gide’s speech - rather along the lines of the project which the British
labour government wanted to bring the co–operatives under state
control in 1945. (92)

The “rosy” scenario (87) presupposes a revival of the co–operative
ideas on the basis of a broader role for women in the movement
hitherto monopolised by males. With the introduction of sex equality
in 1979, the accentuating of unadulterated natural products, the
development of inter-co–operative co–operation, the opening of co–
operative hotels and restaurants, and even a co–operative-owned
television station in 1988, the coop Group emerges in all sectors as
the leading force for social and economic progress. Desroche’s utopian flight of fancy reaches its climax with the establishment of an
own co–operative ministry. (88)
The “scenario in black” which Desroche referred to at the beginning of his paper postulated 1989, the year of the 200th anniversary
of the French Revolution and the 100th anniversary of Charles
Gide’s vision of a “co–operative republic” as the year of the total
collapse of the French consumer co–operatives. (89)
In the face of a “two-fold challenge from giant and efficient
competitors and through the organisation of a consumers’ movement which regarded the co–operatives merely as marketing enterprises and disputed their claim to represent the consumers’ interests” Desroche saw the Coop group as falling victim to a “merciless
logic”. The split between the apparatus of the big regional co–
operatives and the members was portrayed by a fictive governmental decision to separate the enterprise units - as political instruments of the producers - from the function of representing consumers’ interests (in a kind of “consumers’ trade union”). He spoke of
the “Co–operative movement’s inability to remember its own history
(since Gaumont’s major work the movement has not brought out any
further historical studies of a general or regional nature worth
speaking about)”. He mentioned the “splintering into geographical
or sectorial baronies”, (90) and the movement’s cultural vacuum.
After that Desroche went on to describe his vision of the process of
progressive disintegration of the movement from 1976 onwards.
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Henri Desroche’s vision of the demise of the French consumer co–
operative is a unique document. There are indications which suggest
that its contents must be partly credited to sources within the co–
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operative organisation. At the start of his “rosy” scenario Desroche
ironically refers to “sadistic confusion” inflicted upon its longforgotten author, and the “masochistic cravings” of his then co–
operative public. (93) However, if the purpose of this paper was to
give top management of the French consumer co–operatives a wellmeant jolt, it failed. The somewhat pompous style of the professor
made it easy for the “practical men” to dismiss his predictions as
those of a “theoretician”. Furthermore, the literary brilliance of the
lecture perhaps even detracts from the “hard core” of the message.

of the pleasures of the moment without concern for the future) was
the motto in the opinion of many of our interviewees: “Everyone
knew that the big crash was coming, but each hoped that it would not
happen until his own working days were over. It was a “danse
macabre”. Everyone thought that he would be safe in retirement
before it happened. “Those last years prior to the collapse were
characterised by total immobility and sombre cynicism. Then things
began to happen in rapid succession and the panic effect broke
loose”.

In retrospect it must be said that several passages from Desroche’s
article had an uncanny prophetic validity. Even more startling is the
testimony of various people who were actually present when
Desroche delivered his paper in February 1976. They claim that at
the time the vast majority of the listeners found his “scenario in
black” to be highly realistic - yet the warning was greeted with total
fatalism. (An exception here was Charles Veverka, whose activistic
voluntarism rejected any form of resignation - a man whose stature,
but also whose weakness lay in the fact that, whether blame or
praise, he accorded it to the individual concerned and not to the
system structures as such). It would seem that the upper echelons of
the French consumer co–operative movement even at that time had
a pretty fair idea that the course which had been adopted could only
lead to disaster. But they lacked the resolution to do anything
decisive in time to avert the tragedy. Any decisive action would have
essentially questioned the traditional structures of the movement.
The individual shuddered at such a thought, and was perhaps
justifiably realistic in doing so. Anyone, even if a member of the
military general staff itself, who takes it upon himself to make fair
criticism of the manner in which a war is being lost, exposes himself
to the worst of sanctions.

Henry Desroche’s unheeded warning of the approaching disaster
is evidence of the fact that it makes little difference even if there is
widespread awareness of trouble ahead - if at the same time the
social institutions function in such a way that an expeditious and
resolute intervention is ruled out a priori. (94)

Consideration for one’s own short-term well-being apparently
motivated the French consumer co–operatives’ leadership to carry
on as before, to go on paying out subsidies to those co–operatives
making heavy losses, without reforming these in both head and
limb, to go on avoiding unpopular measures, and to keep up the
facade whilst the foundation walls of the co–operative building were
showing ever deeper cracks and fissures. “Carpe diem” (= enjoyment
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3.2.

PROGRAMMES INSTEAD OF ACTIONS

The documentary sources relevant to the history of the consumer
co–operative movement in France are scant as both Desroche and
Hedberg before him complained. However, the minutes of the FNCC
congresses are of the most precious value and give a fascinating
qualitative - if not quantitative survey of the situation. For the
period prior to that moment when the daily press first reported the
growing economic problems of the Coop Group they constitute an
important record of the status of the “movement” which had meanwhile become afflicted by immobility and had ceased to have any faith
in itself. Here we repeatedly come across realistic situation analyses
drawn up by men in high office, and which point with increasing
clarity to the approaching economic crisis. However, the only evidence of any concrete resolutions having been passed is the “Projet
coopératif”. Even this amounts to nothing more than a vaguish
document more in the style of a political programme not providing
for any essential reform of the federalistic concept of the organisation.
Already at the 1979 FNCC congress held in Avignon, the president, Roger Kerinec, pointedly drew attention to the worrying
situation of the French consumer co–operatives. Similarly, the
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contribution to the discussion by Etienne Coette of Rouen (one of the
four still surviving regional co–operatives) offers firm evidence of
the fundamental divergences between the centralisation efforts of
the Paris-based alliance officials and the self-confidence of certain
local “feudalists”.

communities having less than 10,000 inhabitants and are usually in
themselves only small shops” Kerinec touched upon the central
problem of the movement’s obsolescent sales apparatus. (97)

Kerinec’s presidential report in 1979 warned particularly against
the co–operative wages policy. He noted with regret that the undoubtedly increasing prosperity in France had not ushered in a
climate of social harmony as had been the case in some neighbouring
countries. He went on to speak of a climate of strained relations
between trade unions and co–operatives. “... we are not able to
understand that a co–operative in financial difficulties, and which
continues to survive only thanks to the aid from other co–operatives,
should nevertheless continue to honour its promise to pay out
automatic salary increases indexed to the inflation rate when it uses
other people’s money to do so. We cannot understand why those in
responsible positions in the trade unions are willing to take the risk
of sawing off the very branch on which they are sitting, or at least on
which thousands of workers and employees from our movement are
sitting, and why they should just stand by and watch an enterprise
belonging to tens of thousands of consumers go down ...” At the same
time Kerinec admitted that the co–operators for their part must
realise that the trade unionists expected a greater understanding
from the co–operatives for their cause, and that they did not “feel
themselves in any way concerned” with mistakes which were the
fault of the co–operative managements. (95) In this same report
Kerinec drew attention to the fact that the economic liberalism of the
French government of the day did not extend to the Lex Royer (Lex
Royer dating from 1973 stipulates that the building of big new stores
is subject to the approval of the public authorities (96)) As a
consequence - according to one of our interviewees - the consumer
co–operatives, who did not have any “slush funds” at their disposal,
usually lost out when in competition for an attractive building site.
Indeed, it is quite common practice in France even for left-wing
municipal authorities to expect donations to social institutions such
as the building of say a public swimming poolin return for their
approval under the terms of Lex Royer. Drawing attention to the fact
that “58.9 per cent of our co–operative branch shops are serving
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These critical considerations coming from a central point of view
are contrasted in the challenging speech by Etienne Coette - whose
views were perhaps not untypical of those of any upset “provincial
feudalist” (it would seem that at that time Rouen had just lost
certain positions in the central committees, and this would certainly
have given added spice to Coette’s attack).
Referring to the movement’s steadily increasing debt burden, the
decreasing loyalty in the purchasing habits of members, the growing
contradiction in the section meetings concerning the ‘creeping erosion of the advantages of membership’, Coette declared “Surely an
elite amongst the members can appreciate the predicament of the
moment, but the majority do not argue as if they do”. (98)
“For five years now we have been witnesses to a gradual but
inevitable deterioration of our performance. Three out of fifteen
(regional) co–operatives are still paying a dividend but it is questionable whether they will still be in a position to do so in 1979. Ten
others are offering their members a premium - which has become
known as ‘remise commerciale’. Together with the trading losses
which four of them are making, the ‘remise commerciale’ will result
in our assets being reduced by 80 million francs.” “In my opinion it
is high time that we did something about our trading figures which
otherwise will result in the loss of our co–operative individuality
within a short time and furthermore jeopardise the general solidarity of our movement. (99)
“First and foremost we should never forget that the dividend
cannot be paid out twice - it can either be paid out immediately to all
our customers via price undercutting campaigns - in which case
“Edouard” (Leclerc) and consorts will take us over in a merger after
having disposed of our members, or we can respect the only true co–
operative theory and pay it out in proportion to the consumption rate
of the members”. Thus Coette was arguing more as a traditionalist
with the horizon of a rural co–operative region where there was still
intense member orientation and presumably less intensive compe729
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tition. Accordingly he spoke out against “pointless undercutting”
and against a centralisation trend which could lead to a “Coop
France” in the negative sense. “Do we want to go step by step .... in
the direction of forming a company - to which I have already given
the name ‘Société Nationale des Coopératives de France’? In other
words, towards a kind of second “SNCF.” (this abbreviation usually
stands for the state-owned French railways) crammed full with
totally bureaucratised technocrats ? .... “Should this SNCF No.2
comprise 100 to 200 national locomotives each of five to ten thousand
square metres and which will destroy the vast majority of our small
shops ? Is it not true that UCSM (the commonly owned supermarket
chain) and some of the regional co–operatives are the forerunners of
such a policy ? By taking only half-hearted measures to reverse our
deteriorating results do we really want to see the dividend disappear
- and with it the mass membership, the general meetings, the
district committees, the co–operative boards, our magazine, ‘Le
Cooperateur de France’ - and thus destroy our democratic structure
?” (100)

tion, particularly so subsequent to Veverka’s departure. Thus according to the testimonies of various informants, it is now no longer
possible to reconstruct who was in fact responsible for the decision
to build Maison de la Cooperation in Boulogne. “On the authority of
the executive committee” decisions of considerable weight were
taken in the name of “a non-existing and chimera-like institution”.
It is said that the informal decision-taking process amongst friends
at the very top of the central organisation did not require even the
minimum formality of written agreements.

Coette’s criticisms, although undoubtedly an exercise in demagoguery, and branded with the mark of a deep distrust of the central
authorities and their technocrats, nevertheless do reflect a real
conflict of interests. “Whilst you, my dear Roger, (Kerinec) are
travelling the world, albeit in a noble cause, our cause, your grey
eminences, whose talents lie more in the legal and administrative
fields than in a commercial direction, are taking ill-considered and
scarcely diplomatic decisions. (101) “Try to find out who is responsible and one passes the buck to the other”. (102)
Although specific power-political resentments are involved here,
Coette did put his finger on a basic problem, namely that of the
diffuse structure of the decision-taking process adopted by the
central organisations. In view of the duality of FNCC and SGCC, it
happened that key decisions were taken by an “executive committee” which embraced all the top people in the movement but which
in law was neither liable nor competent. This “executive committee”,
a typical person-oriented relic of the Veverka era, could be held
together by the charismatic authority of the SGCC managing
director, but on the whole proved itself to be a problematic institu730

Central administration costs were, of course, a thorn in the eye for
Etienne Coette. “An expensive advertising campaign organised by
the Havas agency” cost the regional co–operatives several million
francs”. (103) “With a 43 per cent increase in costs in Boulogne we
cannot claim that the year 1978 was marked by thrift. It is difficult
for us to have to convince our own staff of the need for austerity
measures and yet at the same time justify such squander”. (104)
In his inflammatory speech Etienne Coette actually went as far as
to attempt to justify the shaky loyalty of the co–operatives’ purchasing practices towards the central authorities on the basis of the
latter’s failure. (it might be noted here that Coette, as managing
director of Rouen, is generally considered to be headstrong but
commercially a highly successful business practitioner whose ideal
was “always to be the cheapest”). He even cited the parallel case of
two important private branch establishments which had withdrawn
their business from their purchasing centres for similar reasons. He
stressed that the centres were created “by the regional co–operatives
in order that they (the centres) should serve them (the co–operatives). Particularly in the case of France where the regional societies
were practically created from the center this can be regarded as a
somewhat simplistic - but significant - interpretation of history.
Coette continued: “.. this service began to develop very rapidly.
Whilst the co–operatives themselves are suffering financially as a
result of the crisis, the centres are no longer the poor wretches they
once were”. (105)
Frequently interrupted by applause, Etienne Coette’s speech to a
certain extent documented a tragic and irresolvable conflict. Despite
all the sensible criticism of the inefficiency on the part of the co–
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operative central institutions, and despite Coette’s justified fears
about the future of the movement, the speech was marred by a high
degree of resentment and the renouncing of modern developments
in the retail trade. Thus in end effect it must be seen more as a
hindrance than as a constructive contribution towards the overdue
structural reform of the French co–operatives.

and Limoges. These co–operatives were subsequently restored to
good health in the form of the big regional co–operative at Saintes.
Deroubaix rates the Roanne-Saint-Etienne, Pau-Biarritz merging
and the establishment of a regional co–operative at Toulouse as
further successes to the credit of the Societé de Gestion. “This brings
us up to the ‘fifties and ‘sixties - which turned out to be the best years
for our movement. We were frequently cited as an example of a
model enterprise, as leader of the retail chain groups, as an enterprise which often stood by the political powers in their efforts to protect
the purchasing power of the consumers”. (108) (In this context it is
perhaps not out of place to recall Hedberg’s much more critical
assessment of the situation prevailing in those same days: at this
time the French consumer co–operative movement was clearly
passing through a relative zenith in its development, just as were its
counterparts in Sweden and elsewhere. However, in the case of the
French this was at a considerably lower level).

On the positive side Coette came out in favour of intensified
promotion of Coop own production, and believed that “our co–
operative characteristics are a reservoir of original ideas which
nobody bothers to make use of, or at least such little use that one
might think there are no longer any co–operators amongst us. We
could support them by bringing our local committees in all the co–
operatives up to the mark”. (106) But this is empty rhetoric rather
than anything else. The lasting impression of Etienne Coette’s
speech is that of bitter resentment towards the central officers. And
even if this attitude is not all that unexpected in someone from a
relatively solid regional co–operative, it leaves the impression of
having been a kind of forerunner to the time when the “band of four”
namely Saintes, Chateau-Thierry, Rouen, and Strasbourg would
have to destroy the FNCC and SGCC central authorities in order to
avoid having to share their sad fate.
Two of the principal speakers at the 1981 congress in Bordeaux
are worth quoting at some length here: Roger Deroubaix, president
of “Societé de gestion” and of UCSM, and also Jean Lacroix, the then
vice president of FNCC, chairman of the board at Nancy, and
president of the Finance Committee of the co–operative movement.
Deroubaix reviewed the situation as seen from the point of view of
the meanwhile “almost fifty-year-old lady”, the Societé de Gestion.
(107) Prior to the outbreak of the Second World War Societé de
Gestion operated in conjunction with Ernest Poisson’s policy favouring the creation of regional development co–operatives. Some of
these co–operatives - including Rouen, Lyon, and Bordeaux - ran
into “interim difficulties”. After 1945 the Societé de Gestion had to
take charge of various co–operatives which had paid out high
dividends in the prewar years, and now had difficulties with discontented members (e.g. Limoges and Saint-Etienne). The Societé de
gestion played a role in the successful merging of Angers, Bourges,
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“Then came a new period: the collapse and rescue of Amiens, the
attendant phenomena of the Toulouse-Bordeaux-Pau mergers.New
imbalances are hitting some of our most important co–operatives and the problems involved have several aspects in common: illdigested merger (Valence, Sin-le-Nobel), latecoming of restructuring, burden of excessive personnel costs, unsatisfactory profitability of the sales front” (109)
So far, Deroubaix pointed out, the Societé de Gestion - unlike its
counterparts in the United Kingdom, for example - was organised on
a highly decentralised basis with only a general staff comprising a
few highly qualified people around the president at the centre. But
in view of the ever broadening regional spread of competitive chain
groups, Deroubaix asked himself whether the Societé de Gestion
would really be most effectively employed in future simply playing
the role of a fire brigade to be called in when there is a crisis.
Organised mass distribution had led the chain groups into a new
dimension of capital, personnel, and technical integration. It had
also enhanced the scope - by means of own production - to improve
profit margins, practise inter-regional risk spreading, and to increase self-financing capacity for investments in big stores. With a view
to this new competitive situation, Deroubaix asks why the consumer
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co–operative movement - when consolidating the funds, when achieving higher efficiency - “did not manage to distance itself a little
more from the declarations of intent stage”. (110)

possibly one of the most dangerous illusions held by the leaders of
the French consumer co–operative movement during the phase of
the movement’s collapse.

The answer is probably to be found in those structural tensions
between the centres and the regional “feudalists” which were so
clearly pinpointed in Coette’s inflammatory speech in 1979.

At this same congress in Bordeaux Jean Lacroix made a not
uninteresting speech on finance matters. This was the man who
would later take over the leadership of FNCC in 1983, and remain
in this position until the palace revolution in 1985. Although no
expert on financial matters, he was nevertheless meanhwile chairman of the Finance Committee, and inofficially crown prince to
Kerinec. He described the financial status of the movement as
“stable in its mediocrity”. He stated the net result for the co–
operatives in their entirety to be 0.29 per cent, the gross selffinancing quota 1.43 per cent, investments 1.9 per cent, and the
utilisation of mortgage loans 0.31 per cent (115) - again, presumably
relative to the effective sales turnover. However, all these figures
have something slightly unreal about them - i.e. when seen in the
light of the important misleading assessments to be found in the
movement’s balance sheets over a number of years. Yet even
Lacroix, a man who believed in the importance of keeping up the
facade at least vis a vis the outside world, commented that the
stability of this mediocre result could be guaranteed only via an
“investment stop”. An investment stop, which lasted three years,
and which inevitably meant a further deterioration of the situation
vis a vis competitors. Hopes that more major investments could be
effected in 1982 had to be scaled down in view of the dramatic
increase in interest rates.

Deroubaix also drew attention to the ever increasing burden of
personnel costs. The total costs of distribution increased from 15.60
per cent in the ‘fifties and ‘sixties to 19.76 per cent in the year 1980.
In those days, when the Coop Group was still the branch leader in
the retail trade, one used to take “cost-effective decisions, and
particularly in respect of overheads” and the personnel costs rose
from 10.71 to 13.17 per cent (111) - “a real productivity loss despite
the technical progress which had been achieved in the stock-keeping
sector,for example: “but there were arbitral awards assuring the
assignment to personnel of those excess profits which the co–
operatives had hoped to have for themselves. (112) Deroubaix was
presumably alluding to the “echelle mobile” of indexed wages. In this
context Deroubaix warned against the negative effect which the
introduction of the 35-hour week could have on those shop managers
working on a sales turnover commission basis: “Let us be quite open
about it, in the retail trade even the best organised do not earn
profits in excess of one, two, or a little over two per cent” (presumably
on turnover).
“But when one is working under the handicap over the possible
average values of 1.40 per cent with the financing costs, and 3 per
cent with the wage costs the gap is really too wide to bridge: this
results in dramatic situations” (113) - (here again it must be
presumed that these percentage figures relate to turnover. Incidentally, already in 1979 Charles Veverka had said”1.5 per cent profit
in the case of our competitors corresponds to 2 per cent dividend in
our case”). (114) In this same context Deroubaix recommended
“speaking openly with the political authorities and making our fears
known.” (It must be remembered that the Socialist triumph in the
recent general elections just had brought a potentially sympathetic
government into power). Thus, quite clearly, the leitmotif “public
assistance” was put up for consideration. This was to become
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Speaking on the status of the co–operatives, Lacroix pointed to
two main problems in particular: the first of these was the “eggshell
phenomenon”, meaning “the sudden and brutal caving in of what
had apparently been a smooth and continuous facade” (116) as in the
case of the co–operatives at Le Havre, Albi, and Oyonnax “who might
well soon be followed by others”. Unless a really big neighbouring co–
operative can be found for a merger, the necessary liquidations in
these cases tend to be costly because of them having been delayed.
The second major problem according to Lacroix concerns those co–
operatives whose sales front has shown itself not able to cope with
the competition from big stores, and which do not have the means to
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open their own big stores without their financial situation becoming
even more unbalanced at least in the initial stage. In both these
problem cases the guarantee fund and the solidarity fund would
have to jump in as national helpers. However, the guarantee fund,
which is operated on the basis of intermittent equity participations,
has virtually exhausted its scope - despite the happy fact that
Amiens and Valence, for example, have been able to make repayments. The solidarity fund for loans to co–operatives in distress, and
which is stocked up by a turnover-related levy on the co–operatives,
can put up an only too modest sum of 7 million frances annually. In
view of this the centres had paid in 5 million francs to an additional
solidarity fund in 1980. On the other hand, it was not desirable that
UCSM (the special co–operative for supermarkets) be expected to
contribute because it was expected to “carry the risks of the future
rather than pay for errors made in the past”. Similarly, the real
estate agency (Societé d’equipment) and the newly established
consumer co–operative bank were not to be asked to provide aid.
“Now we come to the great idea: the (wholesale purchasing company)
SGCC - here is the big treasure chest ! The big treasure chest that
each wants to empty to his own advantage - and yet at the same time
hopes that it will still be full enough to allow for contributions,
subsidies, aid, and investments which the co–operatives cannot - or
will not - provide for on their own account”. (117) At this point Jean
Lacroix alluded again to the basic problems of federative organisation, but this time in a way stamped with his own particular
somewhat cynical humour. Lacroix himself had had the opportunity
to acquaint himself with these problems in detail during the course
of an interesting study back in 1962. His conclusions in 1981: “The
refusal to institutionalise more solidarity will not make the very
close interdependence in our movement (for which we unfortunately
have many examples) simply go away! (118) Referring also to the
retreating of the consumer co–operatives into a concentration process he recommended a more intensive integration - an integration
which, in view of the already existing differences, could unfortunately only remain an illusion.

fied their co–operation with the Civil Servants’ Mutual Insurance
Company (Guarantie mutuelle des Fonctionnaires). The path which
Lacroix had followed here was to bring the co–operatives closer to a
finance group headed by Michel Baroin (this group was later accused
of having wanted to gain control over what remained of the consumer co–operative movement). Lacroix’s choice came under criticism from some of our interviewees. Amongst other things they
criticised the fact that the “friendly” Caisse Centrale du Crédit
Coopératif was overlooked in favour of the “Garantie mutuelle de
fonctionnaires” at the time of the “Banque des coopératives” capital
increase being effected. The reason for this line of action should
perhaps be sought in Lacroix’s vision of the future: “the potential of
a real policy in the social sector”. It is “difficult to accept that a good
part of the people’s savings, of the co–operative savings, and of the
savings of the mutual finance institutions should be used to finance
the development of the capitalist sector. This is without doubt one of
the points that we must bring up with the Minister when we come
to speak about the adapting of mutual and co–operative legislation
to circumstances prevailing today”. (120) It is possible that Lacroix
saw here a way out of the sad, even almost hopeless financial plight
of the consumer co–operatives. He probably hoped for privileged
access to the great resources of the mutual loan associations with the
support of a friendly-disposed government. However, these “enormous possibilities which they had to offer, and which we cannot do
without” turned out to be nothing more than chimeras in the end.
Furthermore, the “absolutely necessary input of risk capital” - which
Lacroix quite rightly emphasised - would probably have required as
a preliminary exactly those tough reorganisational and integrational measures which, right up to the very end, the Coop group would
refuse to accept. It may well be that the feeling of having as a
discussion partner a “friendly” government might have helped to
induce that “fatal immobilism”.

Jean Lacroix was positive in his assessment of the way in which
the consumer co–operatives had come down from their ivory tower
as far as finance matters were concerned. They had in fact intensi736

In Lacrox’s speech-brilliant as it may be - we find some elements
typical for political thinkers who are not really business experts: a
certain overemphasis on ideological categories such as the rather
meaningless phraseological difference of the capitalist and the co–
operative economy and the chimera of a strong alliance of the whole
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“social sector” of the economy. The idea that economic problems can
be fully transformed into political ones and solved in a political way
by raising enough capital via public funds. The priority of the search
for these new sources of capital over the improvement of the costbenefit relationship. All this is in a certain sense typical for party
and trade union leaders who take a political rather than a businesslike view of events. According to some of his contemporaries, Jean
Lacroix may also have been thinking more like a politician than a
manager here. If this is true, then it should not be regarded as
coincidence. As we have noted those people with university diplomas
who were tolerated by the “practical people” of the co–operative
movement - and even promoted to higher office - were and are often
rather”ideologues” than business experts. (121)

“60 per cent of the movement achieved a positive result in 1982
with a surplus of 106 million francs. The remaining 40 per cent of the
movement made a total loss of 110 million francs leaving a net loss
for the movement of 4 million. You may think that is a paltry sum in
relation to the total turnover of the movement. But in reality the
movement has become 74 million francs the poorer - to which must
be added a further 20 million francs contributed to various rescue
actions. Thus all in all we are down by 100 million francs (10 billion
old francs). Our long-term assets sometimes have no more than than
50 to 60 per cent long-term capital backing. In other words, we have
become dependent upon suppliers’ credit. (124)

One of our interviewees summarized this tendency as follows: the
consumer co–operative movement was “led like a party, and this at
a time when the retail trade had become a battle field for warlords”.
The consumer co–operative horizon had become even more clouded by the time of the 1983 congress at Aix-en-Provence. The
insolvency of the Lorient (Bretagne) regional co–operative in 1982,
the first such case in living memory, had already given the signal for
alarm (this case will be discussed in more detail later).
But at the Aix-en-Provence congress scarcely a word was spoken
about Lorient and its painful struggle to come to an arrangement
with its creditors. Instead it was the “Projet Coopératif” which
occupied everyone’s attention. Jean Grave (who was later to be
appointed head of the Crisis Executive Committee) presented this
nicely worded 100 page programme. His speech, however, was a
fairly down-to-earth summary of the then Coop status. (122)
With a 5 per cent share of the retail grocery market, a 3 per cent
share of the retail market as a whole, with 40,000 employees out of
a total of 18 million in employment in France, and with 1.5 million
member families out of a total of 20 million French families, the
French consumer co–operative movement was admitted to be of
relatively minor order. In such a situation the first priority must be
to adopt the well-known methods of profitable management - even
if this means having to copy. “But above all, let’s do something !”
(123)
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But Grave was more concerned about the omens and attitudes
than he was about the figures. “The vultures are gathering. We came
to know them at Amiens, and we recognise them at Lorient. Their
appetites have been aroused. You know that this is a sign that the
movement is in danger”. But what did Grave have to offer after this
introduction which could scarcely have been bettered as an imploring piece of dramatics ? A programme which, in the judgement of
Jacques Leleu, managing director of Chateau-Thierry “is a light and
pleasant reading but in too carefree a tone” and which “does not
propose any efficient and sure means for the realisation of the
project”. (125) “The conjugation is invariably in the conditional: “it
would be desirable that’ ... “we could imagine that’ ... (126) ‘Give the
Coop products the most prominent place on the shelf’ - “harmonise
the shop signs” - who would take sanctions against co–operatives
who break the rules in such cases ? The project: ‘a single warehouse
for the mail order business’ “ commented Leleu and sighed “Seminary, plan, committee of nine, new plan, committee of fifteen, every
year and then nothing, nothing new for 5 years! “A profound study
was made of the meat products sector - in 1977 I think it was - and
no conclusions were reached. Why do we need another one now ?”
(127) This sense of frustration was by no means isolated to Leleu.
Jacques Wadoux, chairman of the board at Coudekerque, the most
seriously ill of the co–operatives in the north of France continued after having offered words of gratitude for the joint aid given to the
North and the promise of plans for a regional co–operative there:
“We all have a great ability, a great capacity for the analysis of all
problems ... We are always able to explain any phenomena, their
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origin, their development. But what we do not have in equal measure
is a mind for the application of joint decisions. What we find
ourselves doing is rediscussing, requestioning, and then making a
new analysis which turns out to be just as correct as the one we made
before ....”

of the situation, but few attempted solutions, there were impressive
sounding programmes, but no action.

“In other words: the present structures are inefficient for solving
problems”. Even if all the recommendations in the “Projet coopératif” were to be adopted unanimously: “What use would that be if the
collective subconscious mind is such that each of us goes home from
the congress to carry on doing as he will - unpunished - in the name
of democracy and independence ?” (128)
Such words are the words of a movement which has begun to
despair about its own structure. And this at a stage when new alarms
are being raised all the time. Roger Deroubaix, president of Societé
de Gestion, reported that the deterioration in the consumption
climate had hit those co–operatives paying out undeserved dividends and rebates “like a thunderclap”. He appealed to delegates at
the congress “to take more into account that the movement is a single
entity”. (129) But Albert Morel (Chateau-Thierry), meanwhile also
a member of the management committee of the four surviving co–
operatives, summed up the situation in a resigned manner: “We are
always talking about the co–operative movement, about the Coop
Group. In effect we are a federation of co–operatives with each of
these co–operatives jealously guarding its own privileges, both at
board and at management levels in the widest sense. And nobody
wants to hurt the other’s feelings, even though they might not
always succeed in this respect. One doesn’t always say what one
thinks, but one doesn’t always do what one says”. (130)
During the course of our conversations with former prominent
figures from the French consumer co–operative movement one of
them said: “I have read through all the papers which I submitted to
FNCC congresses in recent years, and also the papers of my colleagues. Even to this very day I believe that we assessed the
situation correctly, and that we warned of the dangers in good time.
Where we did not succeed was in putting the right ideas into
practice”. This is probably the central conclusion to be drawn from
the years leading up to the big crisis. There were admirable analyses
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There seems little point in trying to allocate personal blame for
these developments. Also in other cases it has been demonstrated
that, when faced with an existential crisis, federative co–operative
alliance structures tend to fail the test and go into decline. What
happened in West Germany serves as a good example to illustrate
this. The only difference is that in Germany there were powerful
outside parties who had an interest in reorganising the movement.
They were at least able to discipline the regional co–operatives - who
were showing signs of degenerating into a bunch of uncoordinated
egoists - and thus to effect a smooth if unfortunately not permanently successful reorganisation. In this case the outside help came from
the Bank für Gemeinwirtschaft (= the trade union bank) who had
the backing of DGB. A dominating creditor bank of this kind, which
could put in an influential word in the interest of its credit commitments, was clearly missing in France. In the wake of their worsening
financial situation the French consumer co–operatives and their
central organisations apparently decided to adopt the policy of
“creditor diversification” in order to avoid having to “listen to good
advice” by a single all too powerful creditor. Representatives of a
bank institute which had “close relations” with the Coop Gruop
assured us that “we were regarded as suppliers of money, but not as
bankers with whom one discusses one’s own financial position in
confidence”. So in the end there was an absence of any compulsion
from outside which might have forced though a tough but orderly
reorganisation programme. Instead the brakeless vehicle of the
movement rolled at an ever-increasing speed towards the abyss of
1985-86.
3.3.

THE FIRST BIG INSOLVENCY: LORIENT

The epoch of increased and unwanted publicity for the French
consumer co–operative movement began with the first insolvency
case involving a major co–operative when, on 19th January 1982
Lorient regional co–operative in Britanny was obliged to present a
statement of its assets and liabilities to the court. (in the case of
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“depot de bilan” proceedings, an official receiver is appointed, and
the company in question is required to submit a reorganisation plan
within three months. Interest payments on all debts are suspended
for the duration of the proceedings. Usually very protracted, such
proceedings may end in either a settlement being agreed upon with
the creditors, alternatively with the liquidation of the debtor company’s assets). (131)

young man soon ran into difficulties with the local co–operators and
company employees. For example, they rejected his idea to put the
smaller supermarkets out to private entrepreneurs on a franchise
basis instead of having them under shop managers working on a
rigid commission basis.

This development prompted Josée Doyère, an expert on the social
economy, to write three long articles which appeared in “Le Monde”
on the 2nd, 3rd, and 4th-5th April 1982. These articles were devoted
to the “Lorient Affair”, and feature many of the problems typical of
weak regional co–operatives.
“Union des cooperateurs de Bretagne (UCB) with headquarters in
Lorient was - like many other regional co–operatives - the product
of a number of mergers. In 1958 its Lorient-based original co–
operative was still able to pay a dividend of 6.9 per cent. According
to Josée Doyère, this was probably somewhat generous bearing in
mind the needs of self-financing and the necessary investments in
modernisation at a time when mass consumption was beginning. It
is unlikely that subsequent mergers with the co–operatives of SaintNazaire, Brest, Rennes, and Fougeres led to any improvement in the
capital structure of the taking-over co–operative. “Financing costs
increased from 0.8 per cent of the 1976 turnover of 486 million francs
to 1.5 per cent of the 761 million francs turnover achieved in 1981.
Everybody agrees that this is unbearable”. (132)
In common with the majority of the consumer co–operatives in
France, Lorient did not start investing in big stores with generous
sales space until it was too late. It had had refused to build one on
the site in Lanester which a keen competitor later bought for its
“Rallye-Hypermarket”, which opened in 1969. The first coop-owned
“Rond Point” hypermarket did not appear in the region until 1980.
The year 1976 was the last one for which Lorient returned a profit.
Between 1977 and 1981 the operating losses increased by more than
fivefold to reach the equivalent of 3 per cent of the turnover (23
million F). And this despite the fact that in 1976 a man from the
Charles Veverka school had been sent to Bretagne as manager to put
the enterprise back on its feet. But the dynamic and strong-willed
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However insignificant the switch from someone working on a
commission basis to a self-employed person may seem to a co–
operator from central or northern Europe, it appeared to be contrary
to co–operative tradition in France. This made it more difficult to
react to local price wars (one couple who had been managing a Coop
on a commission reduced to 5.35 per cent complained that they were
not given permission to reduce prices when a competitor opened a
new supermarket and could only stand and watch as their own
business collapsed to nothing because of their higher prices and
there being no dividend. By 1982 some 40 of the 200 shops belonging
to Lorient had been forced to close down. In all 250 jobs went lost out
of a total of 1,556. Even then the crisis persisted.
At the time of the settlement process the trade unions appeared
on the scene with plans for a “rescue operation”. The (communist
dominated) C.G.T. thought they could revive the coop with 6 or 7 new
“Maxi-Coop” supermarkets and the extension of numerous existing
stores - in other words, a typical trade union “boost in capital
programme”. The C.G.T. company representatives accused the Coop
of “always being a war behind (in strategy), being only able to draw
up plans for a reorganisation resulting in a downward spiral”, and
of having a “dismissals catalogue without future prospects”. And the
C.F.D.T. leadership added. “One always resorts to the medicine of
Molière‘s doctors: bloodletting”. The worker-participation-oriented
C.F.D.T. also recommended “a new start in the spirit of renewed co–
operative thinking” without apparently being any more precise than
that. The official receiver was now expected to plug the 65.4 million
franc gap in the most social spirit possible - for example by selling off
the shops to their ex-managers on easy credit terms.
The second article on the subject of Lorient was devoted to the
basic problems of relations with the members. Sparsely attended co–
operators’ meetings, members’ lack of insight into the differentiated
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price policy, consumers’ protection policy lacking both effectiveness
and credibility, are listed as symbols of membership alienation. New
memberships (15 francs as 25 per cent downpayment of one share)
were often taken up only in order to take for the dubious privilege of
being allowed to take advantage of the Coop’s consumers’ credit
facilities. The attempt started in 1980 to use “gentle pressure” to
make loyal Coop customers out of the personnel at least was understandably - rejected by the company’s own C.G.T. representatives: “Already during the day I am being exploited through the sale
of my work. If after working hours I am expected to go shopping at
my place of work, where it is more expensive than anywhere else, I
will find myself being exploited on two sides.” “Does this mean that
co–operation - with the trade union and the mutuality of one of the
three arrows in the symbol of the (labour party) SFIO - has lost its
meaning ?” asks Josée Doyère. The U.C.B.-Lorient problems inspired
attempts at ideological mobilisation on the part of Young Socialists,
Trotskyists, Christian Socialist Youth, etc., but these were without
any importance. One of the co–operative managers sent into retirement imagined an appeal to the masses, the party members, and the
trade unions as a possible means to save the situation, but was not
very hopeful. “Will the parties and the trade unions have the courage
to let the world see how far their real influence extends ?” (133)

us: with the price of an ordinary share at 60 F, payable in four
instalments, a Coop would have to attract 800,000 new members
just to build a single hypermarket, and 42,000 to build a single store
with 500 m2 sales space.

This brings us to the subject of the public apathy which would
surround the collapse of the consumer co–operative central institutions only four years later. Incidently, following the Lorient debacle
the central authorities, FNCC and SGCC followed the same tactics
as those always adopted by other co–operative movements in the
face of difficulties encountered by individual members, namely that
of maintaining a deathly silence. “Cooperateur de France” published
not a word about the problems of U.C.B. Lorient, for example. (134)
Although the “costs of co–operative democracy amounted to 250
million F (1 per cent of the movement’s then total turnover) nothing
was ever said about the really important problems in broader
members’ circles. In view of their insignificant capital interest in
their co–operatives the members were only marginally interested,
and the co–operatives themselves got and expected very little from
their “owners”. In her third article Josee Doyère does a calculation for
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According to our interviewees, after reaching a settlement with
its creditors - a 75 per cent quota was agreed upon - the Breton
consumer co–operative was half-roads on the way towards a successful new start. And this despite the dockyard crisis which continued
to spread depression over the industrial regions of Bretagne, and
which almost certainly contributed towards U.C.B.’s own crisis.
Needless to say, in the meantime the convalescent co–operative has
long since been caught up in the general crisis which has overtaken
the co–operative movement as a whole. A second insolvency process
was initiated and it seems most unlikely that Lorient will survive
this time.
3.4.

THE 1985-86 CRISIS

It is still far to early too reach any really satisfactory conclusions
about the big crisis which overtook the French consumer co–operative movement, caused the virtual disappearance of its central
organs, and the financial ruin of many of its most powerful regional
co–operatives. So many aspects are still not clear - several co–
operatives are in the process of dying a slow death which may be
drawn out for some time to come, and even then they may leave
behind them some legal fictions which could survive even longer.
Indeed, the situation is highly confusing. It is also possible that
various interested parties have deliberately clouded the whole
issue. Not surprisingly under such circumstances, therefore, speculation and suspicion are rife, particularly so when one encounters an
exaggerated tendency to be discreet. Accordingly, the following
comments are nothing more than a groping attempt to summarise a
crisis.
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3.4.1. ILLUSIONARY HOPES OF POLITICAL SUPPORT
Because the movement’s top leaders were quite aware of the Coop
Group’s endangered status they were relatively quick to contact the
“sympathetic” socialist government - which had come to power in
France back in 1981. But any hopes of massive financial aid were to
prove illusionary. This became apparent both in the case of the first
shock with the failure of Lorient and later in that of of the general
crisis which broke loose in 1985. This may be partly due to the
politicians not being fully aware of the seriousness of the Coop’s
financial plight. But also it was probably a consequence of contradictions within the political apparatus and even the government
ministries. Consequently, the government policy, whether intentionally or not, was both stalling and non-committal. This allowed some
Coop leaders to cherish false hopes until it was too late to start
thinking about effective reorganisation. It would appear that the
consumer co-operatives submitted their pleas for help at four different levels: with the president of state, with the prime minister, with
the minister of finance, and with the competent heads of departments within the ministry of finance. Both the president and the
prime minister seem to have given vague promises to the effect
“Don’t you worry, we shall come up with an answer”. At cabinet level
the minister of finance possibly seems to have said something like
“Come and see me next month”. But with the departmental experts
in the ministry of finance it would be a different story - a cold rebuff
along the lines of “The retail trade is not one of our priorities - it does
not affect our balance of payments. We encourage the creation of jobs
in the production industries working for exports or the substitution
of imports. If a trading company goes under there are others to take
over its distributive functions”.
Whilst this constellation was unusually striking in the case of
France - after all, the Coop Group was a relatively insignificant
factor in the French retail trade sector - it would nevertheless be a
mistake to regard it as a structural unicum. On the contrary, it is
worthy of international interest.
The leading socialist politicians of France were doubtless favourably disposed towards the co-operatives - especially Pierre Maurois,
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who himself comes from the North of France. However, they must
have realised that to show any explicit favouritism for a particular
company group in the retail sector would have been just as inopportune politically as would be the co-operative collapse with a financial
scandal to go along with it. Furthermore, the business promotion
programme was explicitly intended to encourage the producing (not
the distributing) industries - just as in other countries - and it was
difficult to make exceptions. Also, of course, the trade unions were
very much less interested in the Coop sector than is the case in other
countries (where a co-operative sector with stronger ties to unions
and party headquarters possibly would not have been allowed to get
into such difficulties without much more “noise” having been made
by the press).
Interventions on the part of FNCC achieved - amongst other
things - the right to issue participation certificates (which were
reserved for the public and co-operative sectors). The Champagne
(Chateau-Thierry) regional co-operative, for example, was able to
take advantage of this privilege in 1984 (the relevant legislation
permitting this substitute for equity capital was passed on 3.1.1983)
(135). Others, namely Strasbourg, Rouen, Saintes, and Picardy also
planned to resort to this possibility. A further legislative improvement was achieved with the modernisation of the law on co-operatives and the easing of conditions governing their co-operation with
mutual finance institutions. (136) Another possibility which came
under consideration was that of issuing “titres associatifs” (similar
to participation certificates). (137)
However, as it was meanwhile more generally known that the
movement was in a desperate position it was already too late to think
about any massive build–up of quasi-equity capital through the
financial markets. For the same reason all efforts to obtain longterm loans from public institutions proved fruitless. It may in fact be
so that the leading politicians were not fully aware of the seriousness
of the situation. But then, of course, there is also that political “art
of not knowing”, as well as that of vague, non-suable promises which no doubt the ministers under President Mitterrand were just
as adept at as their colleagues elsewhere ...
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It is true that the regional co-operative in the North (formed per
1st January 1985 from the merging of Coudekerque, Sin-le Noble,
and Caudry) did receive the sum of 80 million francs in aid in
November 1985. In other words, just prior to the March elections. It
seems probable that the motive here was to avoid a wave of redundancies which could have cost votes in the “red” north of France. But
this should be seen as a marginal phenomen. The demise should
pass as unnoticed as possible ...

ted with an extreme situation. But let us first consider the report
itself.
This informs us that at the end of 1984 FNCC had 200 member cooperatives. These included 19 regional co-operatives, the schoolteachers’ mail order co-operative (CAMIF), and 80 post office cooperatives. From a total of 5,554 sales units together comprising a
total of more than one million square metres of sales space there
were 50 “Rond Point” hypermarkets and 158 “Maxicoop” shops (each
with some 1000 m2). The affiliated enterprises achieved a turnover
of 31 billion francs in 1984 compared with 26.845 million for the
regional co-operatives. Allowing for the 7.6 per cent increase in
retail selling prices for the year under review, there was a nominal
growth of 4.6 per cent (without new openings + 2 per cent). The report
complains that this is in effect equivalent to a drop in turnover of
between 2 and 5 per cent). “Meanwhile our main competitors are
showing generally good results, even though their trading figures
reflect the negative consequences of both a slump in demand and an
increase in competition.” (140)

3.4.2. SALE OF THE FAMILY SILVER
It had become clear from 1983 onwards that the Coop Group could
not hope to survive without external aid. As appeals to the public
institutions became more urgent, the latter countered with the
demand that the Coop Group must convert some of its own assets
into capital. In effect the Coop managed to secure limited aid for its
reorganisation following the sale of the luxurious Maison de la
Cooperation at Boulogne, and also the successful FNAC bookstore
originally acquired by SGCC in 1977. (138)
For their part, the consumer co-operatives fought against the idea
of these dictated sales as long as they could (139) but in the end had
to acquiesce.
This acquiescence was prompted by a dramatic deterioration in
the trading figures as from 1984 onwards. In this context the
calendar of events to be found in Appendix 1 will be of interest although admittedly it has many gaps and question marks.
3.4.3. SITUATION REPORT PRIOR TO THE DEBACLE
June 1985 saw the staging of the 59th FNCC Congress in Paris.
It was the last such congress to be held before the crisis, which was
to overcloud the summer and autumn of that year. The report
submitted by the board of directors includes the official summing up
of the situation immediately prior to this debacle. The summary of
the Congress itself, an already legendary document portrays the
inability of the federal organs to take decisions even when confron748

The big “Rond Point” shops together account for 28 per cent of the
co-operatives’ turnover - or 30 per cent if their ancillary cafeterias
and automotive centres are included. Maxi-Coop supermarkets
accounted for 15 per cent of turnover (ancillary activities included:
18 per cent). They were the fastest growing shop type just before the
crash. Taken on a comparable sales space basis, the turnover growth
of the “Rond Point” hypermarkets was 5.3 per cent and thus lay
below the inflation mark of 7.6 per cent. The Maxi-Markets scored
9.4 per cent and thus remained above the inflation figure. (141)
On the subject of business policy the report referred to the
successful takeover (after protracted negotiations) of the Ile de
France (Paris) co-operative sales network by Chateau-Thierry per
1.2.1985. It was also mentioned that U.C.B. Lorient had succeeded
in coming to an arrangement with its creditors. However, the need
to reduce fixed costs was stressed. It was reported that arduous
merger and leasing negotiations were in progress in the North in an
effort to form a new regional co-operative. After a somewhat “selfacclaiming” account of the “Union co-operative des Supermarchés”
- the central supermarket chain - the report returned to a more
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Table 6:
TURNOVER HISTORY OF THE REGIONAL CO-OPERATIVES
1972

1973

1974

1975

1976

1978 (*)
A
B

1977

1) turnover in current francs
7,248 8,367 10,031 11,329 12,887 14.431
2) turnover growth
11.6
15.4
19.9
13.0
14.2
11.6
over year previous
3) index increase in consumer
6.2
7.3
13.7
11.8
9.6
9.4
prices over year previous
*) Because of the adhesion of Cooperative Centrale du pays minier in 1979 the figures
for 1978 are given without (A) and with the new FNCC-member (the most prominent
communist oriented co-operative that had kept outside the FNCC)

1979

1980

1981

1982

1983

1984

15.873 16.069 17,883 19,757 21,718 24,032 25,664 26,845
10.0
11.3
10.5
9.9
10.7
6.8
4.6
9.1

9.1

10.8

13.5

13.4

11.8

9.6

7.6

Source: Table 2 in Directors’ Report to 59th FNCC Congress in 1985

Table 7:
GROWTH OF REGIONAL CO-OPERATIVES’ SALES
NETWORK 1965 - 1984
1965

1970

1971

1972

1973

1974

1975

1976

1977

1978

1979

1980

1981

1982

1983

1984

Number of companies
42
40
36
29
27
27
26
(and special companies)
Total number of shops
8,352 7,947 7,843 7,495 7,370 7,114 6.990
of which
traditional
7,770 5,456 5,290 4,524 4,160 3,708 3,323
small, self-service shops 442 1,383 1,546 1,840 1,962 2,059 2,243
"superettes”
208
681
798
853
909
972 1,018
Supermarkets
12
119
156
204
242
263
278
Hypermarkets
0
5
9
12
17
21
24
Cafeterias
0
2
9
12
21
28
30
Automotive centres
0
4
9
13
19
21
25
petrol stations
Non-food shops
26
37
40
42
49
Total sales space (m2)
- 526220 581400 652876 708946 764665 805079

24

25

26

27

23

20

21

21

19

6.904

6.765

6,687

6,744

6,553

6,421

6,285

5.746

5,554

3,099
2,300
1,048
299
29
34
44

2,935
2,292
1,054
315
34
37
47

2,615
2,470
1,107
310
34
40
60

2,493
2,567
1,163
319
37
43
67

2,292
2,555
1,163
337
38
43
76

2,194
2,513
1,146
344
40
46
84

2,114
2,446
1,116
360
43
47
88

3,809

3,634

1,081
385
45
53
92

1,059
394
45
53
101

and

51
51
51
54
49
54
58
50
51
864534 895959 910387 945581 953342 967140 99337510248771046390

Source: Table 1 in Directors’ Report to 59th FNCC Congress in 1985

subdued tone on turning to the financial policy: “The need for loan
capital has become considerably more acute, and it is not always
forthcoming from the banks. Since 1983 the latter have become
increasingly reluctant”. (142) (This reluctance on the part of the
banks is understandable in view of the extreme debt–proneness of
the central institutions. Things got so bad that in the end some 10 per
cent of the real estate holdings apparently were financed with call
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money - a more than just adventurous example of “deadline transformation”). At the same time, however, regional co-operatives
accounting for 2/3 of the total turnover were qualified as financially
sound.
Amongst the endangered third there were co-operatives who had
modernised their sales front but were still not earning satisfactory
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Table 8:
DISTRIBUTION OF TURNOVER BY SHOP TYPE 1970 - 1984

1) Traditional sales network
(including bakeries and butchers)
2) Modern sales network with self service
Self Service Point Coop
“superettes”
all supermarkets
“Rond Point” hypermarkets
Total

70

72

73

74

75

76

77

78

79

80

81

82

47.7

36.4

33.3

25.3

21.0

18.63

17.25

14.47

13.31

12.39

11.49

10.98

10.2 22,3

17.6
23.0
18.9
10.7

18.83
23.53
19.56
11.84

18.52
23.32
20.53
14.01

17.64
22.52
20.93
16.27

18.21
22.61
20.99
18.14

17.35
22.11
21.02
19.58

16.63
21.46
22.00
20.62

16.16
20.65
22.23
22.14

15.28
19.11
23.36
23.34

14.2
17.5 15.9
25.0 26.7
25.3 26.3

70.2

73.76

76.38

77.36

79.95

80.06

80.71

81.18

81.09

82.00

-

1.0
0.4
0.9
-

1.09
0.45
1.34
0.40

0.85
0.53
1.28
0.20

0.84
0.61
1.70
0.27

1.17
0.70
1.86
0.29

1.18
0.72
2.32
0.32

0.88
0.72
2.84
0.30

1.00
0.77
3.22
0.32

1.73
0.78
2.94
0.31

1.6
0.9
3.2
-

1.5
1.0
3.8

50.9

61.7

3) Modern sales network without self-service
non-food shops Confort Coop
Cafeterias
Petrol stations, automotive centres
Diverse
Total
4) Sales realised outside the branches
and corrections
GRAND TOTAL

64.6

83

3.3

3.28

2.86

3.41

4.02

4.54

4.74

5.31

5.76

5.7

1.2

1.96

2.13

1.98

1.56

2.09

2.15

2.02

2.17

2.1

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0

84

2.5

100.0 100.0

Source: Table 3 in Directors’ Report to FNCC Congress 1985

profits, and also co-operatives who had extremely neglected the need
for modernisation.
Incidentally, the resources of both the real estate company and
Coop-Leasing were so heavily drawn upon to help out the financially
weak regional co-operatives with their investments that after the
1984 auditing the Banking Commission had to warn them of their
growing risks. (143)
Turning to the social sector the report pointed out that in view of
the government’s rejection of all wage indexing clauses, the cooperative movement had meanwhile abandoned the practice of
applying the “echelle mobile” which it had originally agreed to
honour as from 13th June 1968. (144)
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3.4.4. THE LAST CONGRESS
The minutes of the debates at the 59th FNCC Congress have
already come to be regarded as a historical document. This was
indeed to be the last congress which this organisation in its classical
form would hold. It was staged in Paris on 13th/14th June 1985. It
was held behind closed doors. As had been the case at Aix two years
earlier, representatives of the press were not invited to attend. The
sale of “Maison de la Cooperation” and FNAC had already been
decided upon and the seriousness of the situation was emphasised
by various dramatic statements. Despite this, the top people of the
French consumer co-operative movement proved structurally unable to adopt firm measures. Some of the more salient contributions to
the debate are quoted below.
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Table 9:
THE REGIONAL CO-OPERATIVES AT THE END OF 1984
Rond Point
Shops

Maxi Coop
shops

Total No. of
shops

Saintes
Rouen
Chateau-Thierry
Strasbourg
Montpelier
Alfortville
Amiens
Cavaillon
Hyper-Cavaillon
Henin-Beaumont*
Lorient
Nancy*
Pau*
Perpignan
St.-Etienne
Valence*
Nord*
UCSM
Camif

6
2
6
5
3
1
3
15
2
3
4

29
16
28
9
2
9
11
-

16
13
5
12
-

489
389
433
395
252
321
239
100
1
111
136
653
108
100
395
353
877
10

Total

50

150

5,362

Staff

Turnover in
1000 F

4,512
3,398
4,284
3,996
561
300
1,589
225
152
490
894
4,804
861
198
1,527
1,780
4,928
1,002
1,224

3,580,474
2,365,751
3,298,865
2,568,571
376,606
1,074,250
1,175,345
155,684
142,426
281,578
660,924
3,505,086
602,584
129,868
1,057,838
1,369,703
3,400,373
1,137,994
2,720,038

36,725

29,603,958

* Insolvency proceedings 1985
Source: Libre-Service Actualité 13th-20th. 12. 85, p. 28

As early on as in FNCC president Jean Lacroix’s opening address
the congress was told: “We are in fact ..... in quite a number of
branches, at the middle of the ford without being able to see very
clearly what is awaiting us at the other side of the difficult passage.
We are in the process of taking a whole series of decisions, the
substance of which has not yet been finally determined ..” (145)
Thus, despite the extremity of the situation, from the very outset the
business of the conference was conducted in an atmosphere of diffuse
discussions rather than one of disciplined determination. Jean
Lacroix appealed: “in the midst of the difficulties of our predicament
I implore everyone to relativise things, to show a minimum of coldbloodedness, and to spare us any remarks about states of mind which
would be more in place in the field of literature than in that of
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decision-taking” (146). However, this appeal failed to deter some
dramatic expressions of opinion and sentiment.
The Directors’ Report itself, which FNCC president Jean Lacroix
read out, painted a gloomy enough picture : “The wind blowing in
gusts from the north is causing increasing damage every day. The
years 1983 and 1984 were the first since the war in which the volume
of retail trade has shown a decrease. Against this background the
sales space growth rate has been maintained, and competition has
increased. Particularly the local shops - of which the movement has
too many - were hard hit by this latter aspect. The impressive
turnover increases achieved by Leclerc and Intermarché these past
two years have been almost exclusively at the expense of the cooperative movement - whose figures for 1983, and 1984 in particular,
are down everywhere. The deficit predictions given in the second
half of 1984 showed a brutal change in magnitude, particularly so in
the north, in Lorraine, in the south east and in the south west..........”
(147)
“As a consequence of the disappearance of our liquid assets and
the growing reluctance of the banks to lend us money, SGCC fortunately in receipt of payments on account - was obliged to settle
the payments due, and thus give expression to the co-operative
solidarity. In doing so SGCC has considerably extended its commitment to the extent that its own trading figures must be regarded as
impaired as the result of provisions made to cover the risks involved.”
“Could we have done otherwise ? Yes, but only if we had resorted
to the opening of insolvency procedures (depot de bilan) in the cases
of those co-operatives most deeply involved”. (148) (This key statement is a reference to the suppliers rebates paid into the current
accounts of the more solid SGCC member co-operatives and which
the SGCC used to subsidise the weakest co-operatives. The integral
return of these payments to the sound regions was later apparently
a central issue in the tacit dismembering of SGCC with deferment
of its own “depot de bilan”).
The Directors’ Report justified the rejection of a depot de bilan
strategy with the argument that negative experiences were made in
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the case of Lorient when the suppliers decided to regard the cooperative movement as a single entity and sought to retrieve their
Lorient losses from the other co-operatives. Similarly, the losses
suffered by SGGC.and its industrial subsidiaries on the suppliers
side should be borne in mind.

taking structure becomes very apparent in his report which is
coloured throughout with personal sentiments. His appraisal of the
Conseil Central was most withering: “It serves for little more than
an exchange of information between the centres and the co-operatives, and as such it must disappear”. This, of course, questions the
value of the Executive Committee since it stems from the Conseil
Central. Whilst this body is willing to take the urgently necessary
decisions, it still has to be given the necessary authority. In this
context Morel quoted from Mermoz: “power is not granted, it is
seized”... (153) But he also drew attention to the obstacles which
stood in the way of such efficient exercising of power. At this point
he mentioned the well known absurdities of the co-operative territorial demarcations, of deliveries made to shops 200 kilometres
distant in cases where a neighbouring co-operative would only have
a 50 kilometre delivery distance, and of the coexistence of two mail
order companies within the Coop Group framework. Morel continued: “We are now in a crisis period and we need a crisis government
capable of acting in the overriding interests of co-operation and able
to see further than individual and parochial interests. And a government which is able to demand obedience”. (154) This prompted Morel
to call for a strengthening of the SGCC holding function for three
reasons:

The report concludes with a reference to the many other cooperative movements in Europe which have gone through efficiency
and identity crises in the last 20 years, pointing out that a number
had consolidated successfully.
“We still have a chance to become the latest addition to that
number, at the price of some cruel decisions and the acceptance of a
certain loss of autonomy. But time is becoming short. It is up to the
Congress to make itself fully aware of this situation and to take the
necessary decisions now forced upon us - and in the knowledge that
these decisions are forced upon all of us”. (149)
The structural report submitted by Albert Morel made the necessity of such a common decision particularly clear and de facto
implied withering criticism of the hitherto practised federative
alliance. “The only condition under which a common project functions is when one of the protagonists is in the position to make it
binding for the others. Without the exception which confirms the
rule, efficient and spontaneous pulling together by the co-operatives
is nothing more than a fine illusion. Yes, in the moment of enthusiasm one can imagine it, a start may even be made, but it will not
last”. (150) Morel’s conclusions are clear: “The present structures of
the co-operative movement are not suitable for a positive development of the movement”. (151)
He went on to pose the question: “Is it normal that decisions,
which have been taken by a congress, a central council, an executive
committee, a working committee, should be questioned the very next
day by anyone who thinks fit to do so in accordance with the good old
principle: ‘this is all very well for the others, but we are stronger so
it doesn’t apply to us’? “. (152) Morel, who some people regard as
having been the leading initiator of the regional co-operatives’ revolt
later on, was pleading here for a reform strategy for the movement
in its entirety. However, his impatience with the inefficient decision756

“1) because it would be abnormal if the sum realised from divestments at national level were to flow straight into the capital
funds of those co-operatives which had eaten up their own net
assets.
2) because this may encourage the inflow of capital from outside
3) because this would permit the regrouping of diverse functions
and activities ... for example, the Rond Point hypermarket
chain” ...
“We must act quickly because comparisons show that the hypermarkets fare very badly in branch establishment structures. First
priority - according to Morel - should be the integration of the the
“Rond Point” hypermarkets belonging to those co-operatives now in
difficulty.” It should be clearly stated that the management contracts will be amended to document quite clearly the loss of independence in favour of those who are paying, namely the movement - and
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particularly its agent, the Conseil Executif”. (155) Here already we
see the structures of the rulership to be exerted by a small group of
crisis managers - although, admittedly, not in the context of the
collapse along a wide front such as was soon to come.

technologies respectively (the latter mentioned Saintes and Champagne as leaders which other co-operatives were often slow to
follow).

The next speaker, Jean Regimbeau, managing director of SGCC,
reported that certain improvements had been achieved in the
purchasing conditions following the co-operatives’ wholesale trading company coming to an arrangement with the DI-FRA wholesale purchasing company.
This in itself implicitly underlines SGCC’s lack of clout as a
purchasing organisation. Indeed, this is something which had always been said about SGCC often inconnexion with alleged corruption inside the buyers’ clan. (The “Regional barons” however, were
partly blaming the relatively young technocrat Regimbeau who had
“never managed a retail trading co-operative.”) On the subject of
Coop own production facilities Regimbeau saw a necessity for deeper
penetration of the general market in order to exploit fully the
additional capacity gained through modernisation. But these fine
schemes would soon dissolve into nothing. The loss of about 40 per
cent of existing sales to the co-operative market plus the losses
which had to be borne as a supplier to meanwhile insolvent cooperatives resulted in the necessity to sell off de facto all central own
production plants in 1986 and 1987..
Regimbeau concluded his address with a reference to the “staggering deterioration in the position of SGCC which had hitherto been
thought to be so solid ..... a result of the order to provide services on
the movement’s account to those co-operatives in difficulty - initially
just a temporary measure taken in anticipation of help from outside
which never came” (156) Regimbeau implored the congress to accept
the inevitability of structural reforms “even if these seem unjust or
cruel” and “the need to be both quick and realistic about taking
measures - not least of all out of consideration for the 36,000 workers
employed in the movement”.
This address was followed by two reports which perhaps do not
require commenting upon from today’s point of view. They were
submitted by the working groups for shop type development and new
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The second day at the congress began with reports on the application of “Projet Cooperatif”. In this context the report submitted by
the working group for financing was the most explosive. The spokesman for this group - M. Nowak - referred to the necessity under the
prevailing situation “to put an end to things within a very short time
and to mobilise special financing not for development purposes but
rather for those of a withdrawal”. He drew attention to the “huge
deficits in current cash accounting” and to the fact that the “credit
rating of the co-operatives - not only with the banks, but even more
important, with the suppliers - was becoming dangerously low”.
(157)
“A halt must be called to the trading losses within the shortest
possible time - even if this means having to give up some important
part of our activities and parts of the territory in which we are now
established. We must divest in order to get our hands on cash of our
own again and thus reduce the costs of financing”, etc. (158)
Following this report - which FNCC president Jean Lacroix
described as being gloomy but accurate - the next report, submitted
by the working group for member commitment, must have seemed
a bitter parody. Its spokesman, M. Pirard, argued that to question
the principle of the dividend was “totally unacceptable” and that the
closing down of ‘Cooperateur de France’ was, in a word “misguided”.
And so, as a big company group was struggling for survival, Pirard
had nothing better to contribute than such phrases as “if there is a
war, and a particularly bitter war at that, the activist must become
an elite soldier, and to become so he must have the necessary
training”. This is an echo of that kind of party jargon which can go
as far as to describe petty bourgeois party treasurers as “soldiers in
the class war”...
The rest of the day was taken up with less spectacular reports.
One of the speakers was the head of the co-operative laboratory. He
complained of a decline in the interest for the consumer-oriented
activities of his institute.
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In a certain sense the most important day of this last congress of
the old FNCC was the third day.

Nevertheless, he goes on to say that even if the movement breaks
open its piggy bank it will not be able to raise the necessary 700
million on its own .... “We have never been so near to the collapse of
the movement ! Can we let this congress pass without saying that
from now on there is a wind, a wind not only from the north, Jean
Lacroix, and blowing in the direction of “every man for himself !”
(163)

It began with guest speaker, M. Moreau, managing director of
“Caisse Centrale” (CCCC). His intervention was just what was
needed to make even the most insensible aware of the seriousness of
the situation:
“1) The Coop Group cannot count on any increase in aid from public
funds, not even on the continued goodwill of the state.
2) They cannot cannot reckon with major loans from any of the
private credit institutes because the latter must conform with
strict rules meanwhile becoming even stricter.
3) In other words, they have only themselves to fall back on. Their
own ability to do the necessary to put a grave situation right
again”. (159)
These words put an end once and for all to the policy of waiting and
hoping that had been practised all these last years. The last hope of
money from outside was gone. Incidentally, Moreau also spoke in
favour of “the establishment of a unified and undisputed authority”.
“It cannot go on that the internal structures be allowed to exert a
braking influence. If this congress fails to produce strong structures
which are above all particularisms - even and especially the most
justified - then the movement as a whole is doomed. After all, in all
democracies in times of crisis it is usual to resort to a temporary
centralisation of power in the interests of the general well-being”.
(160)
“In a word, your congress must be a revolutionary congress. I can
assure you, that when this happens there will be no doubt about
support coming from the social economy in its entirety just as from
Credit cooperatif. But if not ...” (161)
The speaker ended his address with this ominous, half-finished
sentence. The next speaker came to the podium. And after him, Jean
Grave. Another dramatic appeal: “We are coming to the end of our
financial resources. Our financial requirement as of the end of 1985,
taking into consideration the 1985 trading balance, is in the region
of 700 million francs.” (162) Grave is not surprised that the state, the
banks, and the suppliers are not prepared to increase their exposure.
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In this challenge directed at the president, himself president of a
struggling co-operative, in the rejection of immobilism as a means
for securing jobs against the will to progress and make changes, but
also in the explicit acceptance of Albert Morel’s pessimistic assessment of the possibilities of co-operative co-operation one can see in
retrospect the inevitable axis of the financially more sound cooperatives emerging in an attempt to save at least their own skins
from the major shipwreck. Grave also speaks of the necessity to
install the “Conseil executif” demanded by Morel. It so happened,
however, that this Conseil was to be de facto dominated by the last
of the intact “regional principalities”. In this “moment of truth”,
which he apostrophised several times during the course of his
speech, Grave promised - in the name of “the regional co-operative”
(i.e. Saintes) - undivided loyalty towards the necessary centralisation impulse. But the next speaker in the debate, M. Casabianca
from Rouen, left no doubt that the moment of disintegration was just
around the corner. In the name of his co-operative he demanded the
correction of historical demarcations to those co-operatives now in
difficulty. He also made known the reservations of his co-operative
regarding the incorporation of its supermarkets into a centrally
operated supermarket chain. This prompted the president to make
some ironical remarks about the authority of the FNCC executive,
“which in end effect is only a club, since its decisions can only be
executed by consent of the presidents and boards of the regional cooperatives”. This leaves one with the impression that Lacroix was
more than just scolding regionalism as displayed by Rouen. In fact,
he seemed to derive some kind of pleasure from the implied impotency and irresponsibility of the central authorities of which he was the
most senior representative ...
This gave the next speaker the opportunity to remark: “I ask
myself whether everyone here has fully realised that we may be in
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the process of holding our last congress”. The speaker was M.
Juillard, deputy to SGCC managing director, Regimbeau, and
responsible for the non-food sector. “Moreau tells us: On monday
morning we must announce to the outside world that we have
reached realistic and firm decisions - are we really capable of doing
so, and which decisions should these be ?” (164) Even the formulation
of this despairing question is enough to suggest that Juillard
himself no longer had any real faith in such a last minute exertion.
His hopes lay more in the direction of a deus ex machina from outside
the movement. He pointed to the comparable West German example: “roughly half the co-operatives were making considerable
losses whilst the other half were able to keep their heads above
water. Just as in our case there were discussions - or rather tensions
- between the rich and the poor”. In the case of West Germany, in a
different overall context, as Juillard admits “the solution was found
in establishing a private company, meaning a capitalist company,
with the very welcome aid of the trade union bank ... where in effect
all authority passed into the hand of the bankers as the money
suppliers”. Juillard conceded that in the wake of this solution “many
idle tongues complained that the organisation was no longer a cooperative”. But, as he pointed out, by this means it was possible “to
rescue the greater part of the movement which otherwise would
have been sunk”. (165) (He could not foresee, however, that this
rescue operation was not a definive one, but that the German Coop
AG would have to be saved again by its international creditors in
1988-89).

not a problem to be solved in the next few months but rather in
within the next few days”. Supporters of the opinion that it was not
so much the four strongest regional co-operatives who were the
initiators of the overthrow within FNCC but rather SGCC directors
Regimbau and Juillard, may see a certain confirmation in this
desperate pressing for decisions on Juillard’s part. And this even if
the course of later events - with the sacrifice of SGCC, including its
top people, in an effort to protect the finances of the more sound cooperatives - revealed with all clarity where the real power centres
were.

“Perhaps I am a little naive, but I should like to ask Monsieur
Moreau if the CCCC were not in a position to play such a role” (i.e.
of a “saviour bank”). Juillard recalled that some years earlier CCCC
had done something similar for the commercial employees’ cooperative, UNA. But on his own admission, alone the North was
losing 150 million francs every year, and this defined the problem as
being of a magnitude beyond the scope of CCCC, whose role is mainly
in the provision of long-term financing.
Juillard’s devastating appeal for help ended with the reproach:
“How many of us here have been waiting for decisions for the last two
years, expecting to be led !” ... and with the ominous pointer “this is
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The rejoiner from FNCC president Lacroix to this desperate
appeal sounded rather smooth: “I would like to thank Juillard for his
contribution. It is indeed true that the solutions attempted by cooperative movements abroad can be of valuable guidance to us here”.
At this point Lacroix made some vague references to “the different
solutions and results attempted and achieved by the movements in
Switzerland and the United Kingdom - from which one doubtless
could learn a great deal” and went on to say that Juillard’s closing
remarks presuppose a “cultural revolution” in its fullest sense, but
which one “should perhaps see as being more comprehensive and
slower than a mere revolutionising of the structures”. (166) It was
meanwhile clear to all concerned that the president was one of the
few people present in the hall who did not appear to appreciate fully
the acuteness of the crisis.
As the next speaker, Albert Morel again touched upon the inner
conflicts within the movement. In this context he had in mind, for
example,the inability of those concerned to make joint advertising
for the Rond Point hypermarkets (such as competitive organisations
like Carrefour or Euromarché did). “This is because each co-operative pursues its own policies in its own little corner”. Again he
stressed the importance of beginning with the chain of hypermarkets to be forcibly taken over from those co-operatives now in
difficulties. Jean Reffet, managing director of the co-operative bank,
BCCM was the next speaker. Still a young man, yet one who had
already made a brilliant career. According to insiders, he has
suffered some setbacks since because of arrogance and authoritarianism. On this occasion he spoke as pretender to that kind of saviour
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function which Juillard had earlier expected of Moreau. He demanded an immediate decision to reduce SGCC and FNCC costs by at
least 50 per cent. He called for the setting up of two central holding
companies - an SGCC holding company for the industrial and
trading activities, and a bank holding company. He pointed out that
BCCM had already paid out a total of 140 millions in loans to cooperatives in difficulty. However, suitable securities had been
handed over “to protect the interests of BCCM itself”. He recounted
the various successes of BCCM which had shown itself in recent
years to be an efficient fund raiser, and indeed one which could raise
the necessary loans for a rescue action - but only provided that
BCCM itself “believes in it !”. “Now, I may be only the manager of one
of your subsidiaries, but if I have no faith in the project, then you
have two choices - either to sack me or to convince me “. (167) This
was an unmistakable declaration of the fund raiser’s claim to
leadership, but one which was made without an eye for the real
power relationships. This prompted the next speaker, Jean Grave,
to draw attention to the contradiction between what Moreau said,
namely that there was no money left, and Reffet’s claim that the
money could be found. In statesman-like manner Grave concluded:
“the time has come for unity not disunity”.

psychodramatic aspect. I don’t believe it was too bad in that respect.
In effect there were not states of mind but rather numerous
abreactions which remained all the more simple as they were
ambiguous. There were a few declarations of ambition which struck
me as being amusing. There were even a few anarcho-syndicalistic
outbreaks against which I might have needled a bit at one time. But
if I have not become wise with age, at least I have learned to be
patient and perhaps also to be lazy!” (169)

This was the final contribution to a memorable congress. On the
Friday afternoon the resolutions were passed, which amongst other
things provided for the setting up of a Conseil Executif in place of the
Conseil Central and the Comité Executif. An extraordinary congress
was to be called to amend the statutes. It was also “foreseen” that a
central chain of hypermarkets should be set up - “after consultation
with the regional co-operatives”. (168)
The FNCC board of directors was reelected unanimously. However, CAMIF, the flourishing mail order co-operative run by schoolteachers, did speak against the resolutions of the congress. Saintes
abstained from voting. In view of Jean Grave’s call for unity this
provoked both surprise and dismay. But Grave stressed that this
resolution did not in fact bind anyone to anything.
As an epilogue to the congress Jean Lacroix gave a short speech
which made his personal strengths and weaknesses very apparent.
His speech included such remarks as: “Every congress has its
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This ironic jocularity was quite out of place in the tragedy of the
moment,and Lacroix followed up with a pun on the word “grave”. It
had been a “grave (Grave) congress”. He went on to relativise the
resolutions concerning the structures in that he considered them to
be “more important in spirit than in formal content” since it was now
up to the co-operatives concerned to approve the content. Unfortunately this turned out to be only too true. But even if the subjective
factor is only of very limited significance in the context of the
catastrophe of the French consumer co-operatives, and even if Jean
Lacroix cannot be branded as having been largely responsible as
some people would have it, his cynical immobilism did not exactly
provide a very fitting conclusion to this last congress of the old
FNCC.
Critics of the old FNCC point to the fact that this “Congress of the
last chance” brought nothing more than the resolution to call as
further (extraordinary) congress. This withering appraisal is probably accurate. The structures had meanwhile become so bogged down
that the only solution left was that of “save yourselves whoever can”.
And to enable this solution be put into effect the central institutions
of the French consumer co-operative movement had to be sacrificed.
Even its president was left behind. One month after his unanimous
reelection, Lacroix was told laconically by the chairman of the newly
created Crisis Executive Committee, Charles Veverka: “You go !”
It was decided not to make any criminal charges regarding the
abuse of public assets (“abus des biens publics”) against anybody
although some had been in favour of such a course in view of the
chaotic aspects of the latter phase of the Lacroix era. But in such case
it would have been necessary to accord blame to many other members of the top management - for example in the North of France - for
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their role in the catastrophe. After all, this is not a case of just an
individual being to blame. As Jean Lacroix put it at the end of his
speech; “the structures are neither neutral nor blameless. They
encourage the selection of a certain type of person and the adaption
of behaviour patterns”. (170)

(who already held shares) or to “Caisse Central de Credit
Cooperatif”. Veverka declared: “We are majority shareholders in a
bank which is causing us serious problems, particularly since it is
not prepared to discount the regional co-operative bills to SGCC.
Alone the debts accrued at that time by the Lorraine and Nord
regional co-operatives - meanwhile involved in insolvency proceedings - amount to about 120 million francs.”

One can only agree with this opinion of the brilliant intellectual,
Lacroix, but unfortunately it applies also to his person.
3.4.5. THE OVERTHROW WITHIN FNCC
Jean Lacroix was unanimously reelected to the office of FNCC
president at the congress held in early June 1985 as already stated.
Scarcely a month later he was ousted from office in a “palace
revolution”. “Le Monde” of August 1 1985 featured an article by
Jacques Grall: “Under the Caudium yoke of Monsieur Veverka”, in
which the SGCC “strong man”, recalled from retirement to head the
Coop Group “Crisis Executive Committee”, gave his views of the
situation prevailing at the time. Although the meanwhile seventytwo-year-old did not consider himself to be “either Zorro or Jeanne
d’Arc, he was ready to rescue the Coop Group with the following plan:
“Question the competence of persons, activate the war treasury of
undervalued investment goods, sell further assets or find suitable
partners”. He had few good words for his predecessor, Jean Lacroix,
who had been forced to resign on 27th June 1985. He pointed to
Lacroix’s own co-operative, the Lorraine regional co-operative, saying “... also number one in costs ... it had made some rather rash
investments”. Veverka also indicated that Lorraine had only got the
necessary finance by virtue of the fact that its chairman was also
FNCC president.
Lorraine’s petition for “depot de bilan” was “both a terrible and a
good thing at the same time” in Veverka’s opinion. Veverka said there
would be “several hundred redundancies, reassessments of the fixed
assets, and divestments. The first project would be that of founding
a limited company to operate the hypermarkets jointly with an
unnamed partner. Veverka also announced his intention to sell off
the Coop’s own production plants. Similarly, it was intended to sell
the BCCM bank to either “Garantie mutuelle des fonctionnaires”
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So much for what Jean Veverka had to say on the occasion of a
press conference held in “Maison de la Cooperation” on 30th July
1985. What had actually happened during the “overthrow” earlier
that summer ? On the basis of our research we arrived at the
following suppositions, which should be treated with all due reserve:
in all probability the immediate motive for recalling Charles
Veverka from retirement was an acute financial emergency. Veverka had always had good relations with the finance institutes (which,
in his days as the SGCC “strong man” he did not hesitate to make full
use of when it was necessary to have risky investment projects on the
part of primary co-operatives blocked by bank intervention). Now he
was expected to take over the role of “fund raiser”.
In all probability Jean Lacroix was not forced to resign primarily
because of the financial plight of his co-operative, but rather because
of his readiness to continue supporting the northern co-operatives
which were meanwhile becoming “bottomless barrels”, because of
his philosophy of immobilism - and because of his traditional bad
relations with Veverka. Naturally enough, a certain preference for
the president’s own co-operative when it came to making investments must have provoked some animosities. The fact that Lacroix
did not come from the most commercially successful co-operatives,
but rather from the Lorraine region (whose economy as a whole had
been badly hit by the steel crisis) must have worked against him. In
the days when he was managing director at SGCC, Charles Veverka
was in the habit of proudly drawing attention to “a co-operative
which I know well” - namely Saintes, which he had helped to build
up from the tenth to the second biggest co-operative. He had the first
computer system in the whole Coop Group installed there and the
running costs were the lowest.In keeping with the feudal dynastic
principle, he clung onto his top position there even after becoming
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SGCC managing director (if the need arose he could always go back
to Saintes). Jean Lacroix had his own sarcastic variation of the same
formula: “in a co-operative which I scarcely know” (namely
Lorraine), but this humouristic way of distancing himself was in all
probability not very convincing. Be this as it may, Nancy - under the
presidency of Lacroix and managing directorship of M. Joanny was
by no means completely ruined, and today early (1988) would appear
to have some chances of staging a revival as a regional co-operative.
Its creditors accepted a settlement quota of 60 per cent payable over
four years. How did this insolvency come about? When Lacroix was
forced to resign the FNCC presidency, the SGCC put a stop to the
delivery of further supplies to Nancy with the result that Nancy had
to petition for the opening of insolvency proceedings and was the
first major co-operative obliged to take this step. The second was
soon to follow however. This was the newly merged North - and this
was clearly the more serious problem. Jean Lacroix complained
bitterly during the course of a conversation with the author that
Nancy was attacked first, but the real target was the North. However, this attack was not entirely without cause.

butable to the arrogance of their “co-operative pioneers” .... these cooperatives also provided two members of the CCCC supervisory
board and thus wielded some power in an important banking
institution close to the movement. Virtually all observers agree that
the North must have had a thoroughly fossilised top management
showing an extraordinary mixture of ideological haughtiness and
business incompetence. The view held there for many years sems to
have been: “We can do what we like, our members will always be
loyal and continue to shop in our stores” - and the awakening from
this illusion was all the more bitter the longer it was artificially kept
alive.

Apparently after working through the SGCC balance sheet for
1984 the auditors’ department stated that it could not give the audit
certificate. The heavy losses incurred in the North were de facto
irrecoverable. This assessment of the situation was supported by an
investigation which had revealed gross stock overevaluations.
There was a huge financial gap. This confused situation in northern
France - with its close tie–up with personal and political animosities
(between socialists and communist party members), with its “mergers on paper only”, and with its smokescreen tactics - would
certainly be worth an investigation on its own. This however would
have been very considerably hampered as a result of a fire which
destroyed the co-operative archives at Coudekerque. Some people
blamed it on the CGT, but it is evident that a number of co-operative
officials must not have been too unhappy about it...
The fact that the central institutions FNCC and SGCC failed to
crack down in time on the chaos and inefficiency surrounding these
originally competiting four co-operatives may not be entirely attri-
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As head of the Finance Committee, Jean Lacroix always advocated the policy of “keeping up the facade” and lulling the suppliers
into a false sense of security by giving 100 per cent support to those
co-operatives which had run into financial difficulties. Even in
retrospect Lacroix is still of the opinion that it would have been
better also in 1985 to have kept up the facade, particularly vis a vis
the suppliers. As a matter of fact the SGCC decision to block supplies
prompted the private suppliers to do likewise. This in turn led to
general panic. Lacroix also believes that Veverka’s decision to make
his plans public was wrong: “as a result of openly offering the Coop
Group’s industrial companies to prospective buyers they really did
suffer a devaluation. If the plan was to withdraw from the market,
then one should have done so in a quiet and orderly manner - not in
panic and chaos”.
Lacroix’s appraisal of the situation is entirely in keeping with that
of other observers. However, they point out that Lacroix’s policy of
keeping up the facade simply would not have been feasible any
longer in view of the dramatic deterioration in the performance of
the weakest regional co-operatives.
Since the end of 1984 - and influenced by the unfavourable change
in consumers’ habits - ill tidings had been pouring in from all
branches of the movement - and the North became the heaviest
millstone round the movement’s neck. According to some sources,
the central institutions gave the North some 500 million francs in
aid during 1985 alone. The banks became alarmed. And so Lacroix,
who advocated “muddling through as before” was replaced by a
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group willing to make an end to it all - even at the risk of a
catastrophe.

influence of Michel Baroin) - a further financing of the losses was out
of the question. The only possible course was to petition for insolvency proceedings. Admittedly this prompted the serious question: who
should be the first to submit himself to the “depot de bilan “
proceedings ?

A rather odd secondary aspect in this context is the suspicion
voiced by various interviewees that it was a freemason-inspired
revolt which led to Lacroix’s overthrow at the end of June 1985. It
may be the case that some top men of the strongest co-operatives had
such social links in common. Indeed, freemasonry has a certain
traditional significance in the upper echelons of the socialist party,
the mutual organisations, and the trade unions in France. However,
it seems unlikely that this aspect is of any structural importance in
this case. On the contrary, it seems more in keeping with the myths
which traditionally grow up around institutional catastrophes. Jean
Lacroix - who is not a freemason - attached a great deal of importance
to maintaining good contacts with Michel Baroin of the civil servants’ mutual insurance company who was formerly grand master
of the “Grand Orient” masonic lodge. Baroin for his part was very
much in the forefront of the action to take over FNAC and the
consumer co-operative bank (in the face of opposition from CCCC) in
the wake of the Coop Group collapse. This is what may have inspired
many of the rumours in circulation. But Charles Veverka, who
supported Baroin in his actions, is himself a practising catholic and
no freemason. And Jean Lacroix could scarcely have been ousted
from the FNCC presidency because he is not a freemason, but rather
because he could not prevail at a time when quick action was
urgently required. The fact is that Lacroix’s commitment to maintaining the “status quo” including the directing of huge subsidy payments “a fonds perdu” was untenable in the face of a dramatic
deterioration in the overall situation of the movement. Veverka’s
years of hostility towards the “arrogant intellectual”, Lacroix,
doubtless prompted some of Veverka’s public attacks - and these can
scarcely have brought much benefit to the movement as a whole .
(171) However, the situation in which the Crisis Executive Committee found itself in the summer of 1985 was certainly an extreme one.
Accordingly, one should resist any temptation to accord quick blame
or to theorise about conspiracies.
In view of the understandable caution on the part of the banks even their own co-operative bank (which was already open to the
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The initiating of such proceedings with the central institutions specifically SGCC - pleading insolvency would have resulted in all
traces of those really responsible for the debacle becoming covered
over. All the major co-operatives would have been drawn into the
SGCC’s fall, with the donors of subsidy money placed on the same
level as the recipients of subsidy money. The blame could also
possibly be accorded to the centre. Apart from this moralistic
factor,the short–term loans which the better-off co-operatives had
granted to SGGC on the basis of suppliers’ commissions (amounting
to over 500 million annually) would have been largely lost. This
would have been de facto a punishment for the solidarity-minded
creditors and a release for the bankrupts who had managed their
businesses so irresponsibly. Accordingly, Veverka and the still solid
regional co-operatives adopted the understandable approach that
all insolvency proceedings involving SGCC must be delayed in order
to allow maximum recovery of the said loans. The first step must be
to force those co-operatives with the greatest difficulties to go into
bankruptcy.
The chosen strategy of a supply boycott was perhaps not optimal.
Even some quite well-meaning critics are of the opinion that one
should at least have given the financially sound co-operatives the
opportunity to build up stocks beforehand. The panic which subsequently broke out amongst the suppliers resulted in their demanding cash payments also from the hitherto non-troubled co-operatives who suddenly found themselves confronted with financing
problems in the magnitude of up to a hundred million francs as a
consequence.
“At a time when many of the top managers from the centre were
absent on traditional annual holidays in the summer of 1985,
Charles Veverka - virtually single-handed - set about the task of
trying to come to some arrangement with the movement’s creditors”
we were told by an observer from “Maison de la Cooperation”.
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Veverka proposed to the banks that a real estate company should be
set up under their control - and (under the “statut de marchand de
biens”) this would stand to benefit from the tax concessions allowed
for provisional ownership of real estate. But the banks played for
time. Veverka also tried to force through an urgently necessary
merger of Valence - St. Etienne in the south east but the plan was
rejected. Faced with this situation, Veverka decided to go back into
retirement early in 1986 and left the leadership of the Crisis
Executive Committee in the hands of Jean Grave. Charles Veverka
himself claims that this was a tactical move with the object of
dramatising the situation for the benefit of the government. Our
interviewee remarked that by going without a press conference
Veverka actually succeeded in extracting 25 million francs from
public funds for the industrial concern.

Renault). Some 200 FNCC employees and 600 from SGCC were
made redundant without any social provisions. (The residual FNCC
and the residual SGCC today each comprise one clerk and one
secretary - almost as Desroche visualised in his “scenario in black”
back in 1976). At regional co-operative level the second half of 1985
saw the opening of insolvency proceedings for five of their number.
Nancy and Nord were followed by Valence, a medium sized cooperative, and the smaller units in Pau and Henin-Beaumont. (172)
In all 12,800 employees and 2,000 sales points were involved. Four
hypermarkets (Bordeaux, Moulins, Bourg-en-Bresse, and Douai)
which had belonged to UCSM - a subsidiary of SGCC - w ere brought
into a new company, “Carrecoop” jointly owned with Carrefour.
Carrecoop subsequently took over three more hypermarkets from
the insolvent North. Nancy decided to sign a franchise agreement
with Euromarché for 11 of its 15 “Rond Point” hypermarkets. SainteEtienne and Lorient relinquished their hypermarkets to other
competitors, namely Auchan, and Rallye.

The possibility of being able to exert pressure on the socialist
government in pre-election times was admittedly linked with the
necessity to allow oneself become involved in somewhat shady
transactions. Thus, when Charles Veverka took over office at the
head of the rescue team he found not only a Beregovoy - Lacroix
agreement providing for a 300 million government loan conditional
on the relinquishing of the majority shareholding in the co-operative
bank, BCCM, to the CCCC (Veverka changed this agreement in
favour of the civil servants’ mutual insurance company headed by
Baroin). He also found a 20 million loan from SGCC to a press group
known to support socialist party views, and which was managed by
the ex-owner of FNAC, M. Theret (the latter was later involved in
an insider trading scandal at the Paris stock exchange). However,
many of our interviewees are of the opinion that this was not in effect
a loan granted by the co-operative institutions (i.e. as the price for
government support) but rather that it was simply a transitory item,
the object being to avoid any appearance of direct government
subsidies for the pro-socialist press. Nevertheless, the disclosure of
such transactions from the Lacroix era created bad blood within the
co-operative household in that in the autumn of 1985 the mass wave
of dismissals got under way. The months following will be mainly
remembered for the virtual dissolution of the central institutions who had to vacate their quarters in Boulogne as of the end of
February 1986 (Maison de la Co-operation was taken over by
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Jean Grave quantified the total losses at the end of 1985 as being
752 million francs - but this sum should be treated with the reserve
normally accorded to figures released under such chaotic circumstances.
At the end of 1985 the Executive Committee represented with
Jean Grave (Saintes), Roger Ducrotté (Rouen), Albert Morel (Chateau-Thierry), and Rene Zaegel (Strasbourg) co-operatives accounting for 11.8 billion francs turnover plus smaller regional co-operatives with a total of 3.8 billion. Thus more than half of the total
turnover realised by the regional co-operatives was grouped in the
surviving part of the French consumer co-operation.
3.4.6. NEWS OUT OF A SILENCE
The odd strident remark on the part of Charles Veverka aside, the
entire crisis of the French consumer co-operative association took
place in an atmosphere of a virtual news clampdown. Leading
Swedish co-operators complained that they had no inkling of the
approaching crisis through the organs of ICA. Their possible willingness to provide temporary aid (as in the case of West Germany) went
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ignored. In the acute crisis of 1985 an international co-operative
rescue team could quite easily have temporarily taken over the
successful FNAC bookstores, for example, or the Rond Point
hypermarkets.It must not be overlooked, however, that the Swedes
at the time had sizeable problems of their own and were withdrawing from German Coop AG whose wild expansionist policy was
becoming a source of concern. They might not have been too eager to
pass the acid test of international co-operative solidarity with
France. It is understood however that the sister movement in Italy
was also willing to be of assistance but was supposedly told this was
not desired. It is further understood that representatives of the
French movement did give formal notification of intention to attend
the ICA Congress in Washington in October 1985 but this was
withdrawn at the last moment. It was also the experience of the
author of this study that appointments for interviews would be made
then cancelled at the last moment. However much coincidence may
have played a role in individual cases, the impression of a somewhat
unfortunate attitude towards communicating is all the deeper.
Under such conditions it is only natural that there is room for such
rumours as “the current management has adopted a scorched earth
policy with its mass sackings in Paris” or “there will be a financial
scandal involving billions of francs”, and “the present policy is one of
pretending that there is a co-operative movement which in fact does
not exist” etc. Such suspicions can best be countered by a policy of
unreservedly frank and positive, forward looking information.

million each”. Jacques Semler-Collery, former manager for consumer policy, told the correspondent amongst other things that
“Cooperateur de France” - which had been closed down in 1984 - had
never been allowed to write about the movement’s problems, and
that the surviving regional co-operatives were also bogged down
with problems. Rouen had had to give notice to half of its 1,800
employees, Saintes, although in a more favourable position, had also
some difficulties, whilst Chateau-Thierry was on the verge of bankruptcy. In effect, Strasbourg was the only remaining really sound cooperative. Semler-Collery saw the root of the trouble between the
regional co-operatives and the centre as being in the latter’s “low
quality goods and high prices”. “And the reason for SGCC’s relatively high prices was to be seen in the fact that countless cooperatives had to be paid subsidies in order that they might survive.
Consequently SGCC’s costs were higher than those of any private
wholesaler”. (173) Semler-Collery’s bitter criticism of the FNCC
group’s management past and present contrasted sharply an almost
frightening ignorance on the part of a local Point-Coop supermarket
responsible for one of the shops taken over by Chateau-Thierry the
Paris consumer co-operative. He believed that the “sheer magnitude, the number of shops was proof of the strength of the movement”
- a clear indication that even the personnel were kept in the dark
about problems in the sector.

But the silence was broken by the odd newsflash. The most
important of these include two articles which appeared in the
Swedish magazines “Vi” and “Kooperatören” and featured the situation after the big storm.
The first of these articles is by Kenneth Chreisti, and appeared in
“Vi” under the title “The death agony has begun”.It gives a report on
the - rather irregular - FNCC congress of 26th March 1986, and an
account of the general trend of the crisis starting with the fact that
the French consumer co-operatives had lost something in the region
of one billion francs in 1985 alone and for this reason had been forced
to sell Maison de la Cooperation and FNAC “at the price of 150

774

Most of the seventy participants at the congress could also be
described as being inadequately informed and unable to take a
realistic view of things. Representatives of the four leading cooperatives presented a very briefly worded draft resolution concerning the liquidation of FNCC which provoked “surprise and shock”.
Rene Zaegel from Strassburg, who was presiding over the meeting,
and who had been persuaded by the crisis to abandon his former
policy of “splendid isolation” vis a vis the central organisations
concluded his introductory speech with the sentence: “We have come
to the end of a one hundred year old history”. This was greeted with
wild protests, particularly from the chairman of CAMIF, the teachers’ co-operative - which was later to leave FNCC. Roger Kerinec was
unable to understand the call for complete liquidation either.
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“Everyone would have been ready to go along with a reduction in
personnel from 100 to say 10 or 15 ... but liquidation ?” According to
Chreisti the answer given by the “big four” was: “We pay for the
democratic apparatus, but the small co-operatives are in the majority although they pay nothing. If the FNCC chooses to mix ideology
with business we don’t want to have anything to do with it. We want
to have a new organisation with a staff of 10 to 15, and amended
statutes.

responsible for the acute problems experienced in northern France
since the beginning of the eighties inasmuch that they paid out
subsidies to the North without insisting upon a restructuring in
return.

This reply from Rene Zaegel made it quite plain how the many
years of tug-of-war between the FNCC ideologues and the “practical
men” from the regional co-operatives and SGCC had led to a deep
resentment of the political FNCC which had been in a dominant
position for so long.
According to Chreisti the “big four” failed to gain a majority for
their resolution when it was put to the vote at this chaotic congress.
They then threatened to withdraw from FNCC and leave the
alliance plus its costs to the small co-operatives. “The four simply
walked out of the hall and general chaos broke loose’. In an interview
with Chreisti Zaegel predicted that in the end the small co-operatives would come creeping to the “big four”. He also said that from an
original staff of 600 there were now only 90 - who had contracts
requiring 6 months’ notice - still in employment, and that the 14 food
processing plants were to be sold. It was planned that the chaos of
the 60th FNCC Congress should be resolved in July 1986 (as per
Appendix 1) and a new statute approved (incidentally, rumour
would have it that, after dismissing its entire staff, the allegedly
impoverished FNCC still had assets to the tune of about 50 million
francs).
An article in “Kooperatören” dated 23rd April 1987 features one
of the few self-appraisals of the French Coop-Group’s new management. On the whole it presents a more optimistic picture of the
situation and stresses that the “death agony has not set in” but
instead that “French co-operation does not intend to give up”. (174)
Jean Nègre, president of the small regional co-operative of Provence, and responsible for co-operative own production, blamed the
lack of consistent leadership and the obsolescent structure of the
movement for the crisis. The central organisations were jointly
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Nègre clearly underlined the protest of the better situated regional co-operatives that too much of “our money” was being pumped
into the North. He also admitted the factor of a “suppliers’ panic”
following the first two insolvency petitions. His survey of the situation in early 1987 is the following: Of the 14 regional co-operatives
in existence at the time of the outbreak of the crisis, six are
meanwhile embroiled in either bankruptcy or liquidation proceedings, but eight co-operatives accounting for 15 billion Francs of
turnover still remain. Some of the co-operatives who declared
insolvency were allowed to continue trading under the management
of public administrators. (An interviewee commented on this situation as follows: “In the north some of the shops are still trading. They
are months behind with their rent and the only places where they
can obtain supplies are the wholesale cash-and-carry-markets.”)
Nevertheless, some 60 per cent of the retail co-operative societies in
France survived, and they are meanwhile busily streamlining their
operations. Two of the four big co-operatives (presumably Saintes
and Strasbourg) each showed a 15 million franc surplus in 1986. On
the other hand, the loss of 40 per cent of its market was a hard blow
for the Coop’s own products which are all sold under the brand name
“Produits Bertrand”. Serious problems with profitability are also
being experienced. (according to current estimates, Coop own production made a trading loss of almost 200 million francs in 1986, the
two weaker regional co-operatives made losses of about 40 million
each). However, the coffee roasting plant, the flour mills, the pasta
factory, the edible oil factory, and the big wine cellars in Languedoc
have already been sold. Furthermore, it is planned that the chocolate, marmalade, fish cannery, and vegetable cannery should be
sold, also the production facilities for vinegar, mustard, and mayonnaise. Despite a relatively outspoken presentation of the current
crisis situation, this article inspired by Jean Negre arrives at a less
pessimistic conclusion than did that of Kenneth Chreisti the year
previous. A “co-operative map” shows many dark patches for
insolvent co-operatives but a number of light patches too - although
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in the south of France these represent only a very minor market
share.

If Lorraine - as is hoped - in fact emerges successfully from the
equalisation proceedings then a fifth would join the “big four”. At the
time of this study mainly being finished (October 1987) the Coop own
production plants had almost all been sold, but here again the
holding company (Bertrand) had to declare insolvency in the summer of 1987 (officially the losses for 1986 were put at 100 million
against a turnover of 800 million francs. According to “Les Echos”
(17.7.1987) this group was turning over more than 1.5 billion francs
in its heyday. A discreet liquidation of SGGC seems likely in the near
future now that the greater part of the short-term loans from
suppliers’ rebates has been repaid to the regional co-operatives.
However, relations between the regional “feudal dukedoms” pose an
open question. By all accounts even at this early stage the meetings
which they have every month or so are not always productive. The
Champagne co-operative recently entered into a joint venture agreement with the retail co-operative society, CODEC. As a result, from
1988 onwards a number of Coop shops (also in the Lorraine cooperative territory) will change to the CODEC name. This means
that the co-operative of the current FNCC president, Morel, has
joined forces with a former competitor to pursue common purchasing
and marketing. (175) Faced with this situation, the co-operative in
Alsace, which always upheld its independence of the Paris-based
centres, and which effected only about half its purchases through
SGCC could only bring itself to enter into closer regional co-operation with the sister movements in neighbouring Switzerland and
Baden–Wuerttemberg. A certain resentment on the part of the
former flagship co-operative, Lorraine, still remaining after the
supply boycott of 1985 will scarcely help to facilitate co-operation.
Thus the information which has leaked out through the news
blackout so far can only be interpreted with extreme caution as a
glimmer of hope for a revival of the consumer co-operatives. It is also
understood that the OK petrol stations (just like their counterparts
in Sweden) ran up heavy losses in 1986 as a consequence of the price
war.

Fig. 3:
CO-OPERATIVE MAP OF FRANCE IN 1987
= insolvency proceedings
123
123
123 = no-man’s land
= intact region

Source: “Kooperatören” 23.4.1987
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3.4.7. THREE RESUMES (LACROIX, VEVERKA, GRAVE)
Summarising resumes from three leading representatives of the
French consumer co-operative movement are quoted here to round
the study off, namely Jean Lacroix, Charles Veverka, and Jean
Grave.
In a discussion with the author, Lacroix blamed the federative
structure of the movement as being the prime cause of the 1985-1986
crisis. He stressed the superiority of a holding company construction
of the West German pattern over that of a centre which is legally a
“subsidiary” of the regions. Turning to the commercial organisation,
Lacroix was of the opinion that the model of divisionalisation by shop
types with relatively independent hypermarkets is the best. (Instead of having relatively poorly paid managers who are obliged to
refer all questions back to the centre, the hypermarkets should have
profit-sharing managers earning a high salary like at Carrefour.
Admittedly, on joining Carrefour these managers are required to
sign a blank resignation form for use in the event of their failure to
come up to expectations - a practice that the consumer co-operatives
would never have dared to follow). Although Lacroix recommends a
profit-oriented and disciplined management at commercial level, he
does not want to dispense entirely with a “moderate-consumeristic”
outlook emanating from a corps of officials anchored in trade unions
and political parties. He particularly regrets the decision to close the
Coop laboratory without any provision for an alternative solution
having been made.
Commenting on Veverka’s decision to operate a chain of hypermarkets on a joint venture basis with Carrefour Lacroix finds
himself in agreement with critics who otherwise do not regard his
views with much favour. He is of the opinion that in view of the initial
losses suffered Carrefour may be tempted to force through a further
issue of equity capital. The co-operative partner would not be able to
step up its share and thus Carrefour would gain control of the
company at a very low price.
Jean Lacroix’s résumé, however, is quite problematic too. He
downplays the contradiction between a not exactly forward looking
corps of elective co-operative officials and the realistic chain store
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strategy. Also there is the contradiction between his insight into the
necessity of a sweeping structural reform and Lacroix’s own failure
to make at least a dramatic attempt to force such a reform through
when he was FNCC president.
By comparison both Charles Veverka and Jean Grave offer more
philosophical views in their resumes.
Charles Veverka stated his views in a letter to Claudine Marenco
in which he replied to her article (already referred to several times
here, see Appendix No. 2). In his letter Veverka makes it quite plain
that he does not share Marenco’s implicit idea “that the present
plight of the co-operatives was brought about because of a turning
away from the original model with participation in management”.
Veverka sees the reasons for the collapse in the “retreat into the past
as an alibi without taking into account the quiet yet profound
upheaval which has taken place in western society and in the living
standards of the masses”. He goes on to point out that if the Coop
Group had stood up successfully to the competition, this would have
meant that “the managers of the big regional co-operatives .... had
understood that expansion is not necessarily an aim in itself, but
rather a means to enable the earning that kind of profit which
symbolises the efficiency of an enterprise and guarantees its continued existence”. According to Veverka, “careful reviewing of investment plans”, “rigorous supervision of the management”, the “extermination of laziness” - particularly after introduction of the antiinflationary policy of “rigeur”, and an interest in studying the strategies of successsful and less successful competitors were all missing
in the consumer co-operative movement. So was a modern consumer
reform policy. A side swipe at the 60 per cent settlement with
creditors negotiated by Nancy, the co-operative of his arch rival,
Lacroix, - “a co-operative with unprofitable investments, high administration costs, and its systematic flight in advance” - climaxed
in the comment:
“It just could not go on in this way, and it did not go on”.Veverka
brought his letter to a close by quoting from his own speech at the
1977 congress held in Strasbourg one year before he went into
retirement, and in which he called for solidarity with the cooperatives in difficulty but also for “sanctions against those respon781

Robert Schediwy

The Consumer Co-operatives in France

sible for bringing about this situation: there must be no more of this
‘republique des camarades’ in future. There should be no pensions
for those who took on responsibilities which they were not capable
of discharging. Otherwise there would be no more justice and
incompetence would be awarded with a bonus”.

The programme which Grave would draw up for the future
foresees “an associative federation rather than a business operating
one”. “In other words, the co-operatives plan to function without an
apparatus”. Communication by telefax, conference circuit, and other
modern means has an advantage in that it prevents any “hiding
behind a collegial decision.” “We know only too well what kind of
blind solidarity that can lead to”. Each co-operative would develop
its own commercial alliances. Grave speaks of a “chain without
structure, without minutes of meetings, and without congress resolutions”. The programme is simple: “maximise the total profit and at
the same time minimise common profit”. (see Appendix 3). Apart
from the necessity for profit - which is stressed several times and
with conviction in this resume - the entire anti-centralist resentment is also expressed. It is this resentment which ultimately led to
the dismembering of the French consumer co-operative movement.

From Veverka’s plain language it is easy to understand why he
was admired and feared so much throughout the institutions of the
French consumer co-operative movement. Perhaps if this “Little
Napoleon” had been twenty years younger he may have succeeded in
steering a new course and in introducing structural reform at the
last moment. Yet despite his success at Saintes he was apparently
unable to increase the efficiency of SGCC to the same extent - so even
he was no “miracle man”. At the same time, the recalling of a
seventytwo-year-old from retirement gave rise to the feeling in
business circles that the Coop Group had no competent younger
managers capable of leading a rescue action. Furthermore the
regionalistic outlook of the four”grand duchies” would have successfully opposed any real structural reform even from a younger
Veverka. But had he been able to force through his reforms the result
would probably have been a highly “capitalistic” model with demanding responsibilities and targets - and thus would have had very
little in common with the dreams inspired by Gide’s “co-operative
republic”.
A similar, if less lucid, resume comes from Jean Grave under the
title of “Tonicité” (tonus) originally delivered in reply to Claude
Vienney’s proposal that a comparative analysis be made of the
problems of the co-operative movement as seen internationally.
(176) Grave quotes a proposition already made to the effect that the
movement should save itself the effort of making such a study - and
this particularly with the object in mind of sparing those co-operatives which have survived the crisis.
Grave sees the co-operatives as being put under severe pressure
by the market and by history: “Every structure which ventures into
the the market automatically submits itself to the rules of the
market.” “History sometimes erases what it created earlier”. “There
are enterprises which do nothing, others that do things badly, or
others which do too much. All such enterprises usually fail”.
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Yet it was probably first planted, as pointed out at the beginning
of this study, in the regional co-operative option back in the ‘twenties. There is no mention of co-operative democracy in Jean Grave’s
thoughts which are pronounced in an interesting style sometimes
reminiscent of a gloomy prophet. Apparently the surviving cooperatives have other things on their mind. By all accounts some of
them seem to go out of their way to avoid having members’ meetings.
3.5.

FINAL BALANCE

The development of the French consumer co-operative movement
certainly began from a highly unfavourable starting point when
compared with that of similar movements elsewhere in Europe.
There was an initial phase which - compared with England, for
example - was marred by financial and organisational weaknesses.
There was an early tendency towards pluricentralism as a result of
structural reform plans. Consolidation during the years between the
wars was limited. The Second World War and the problem of
collaboration with the Vichy regime left deep scars on the unity of
the movement. During the first two decades after World War II a
corps of rather traditionalistic officials held the reins. They were
opposed to the fundamental changes sweeping through the retail
trade such as advertising and self-service which they rejected on
ideological grounds as manifestations of a kind of Americanism. The
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“fear of technocracy” was deep-rooted in these member’s representatives right up to the highest level. It may have contributed to the
suppression or delaying of those modernisation impulses whose
leading champions in other countries were usually the co-operative
managers (or “practical men”).

movements in better shape too. The absence of influential outside
parties having an interest in reorganising the movement - for
example, the fact that there were no big creditor banks determined
to force through necessary economic decisions - may have parallels
in other countries. The same holds for the illusionary hopes of aid
from state funds. Indeed, even a well-disposed government will find
it much more difficult to justify the use of taxpayer’s money for the
rescue of a retailing group - compared to, say, an industrial concern
in distress.

The resulting fossilisation led to an acute threat to the cooperative sector of the French retail market from the ’sixties onwards, and this at a time when the market was going through a
period of explosive modernisation. This fossilisation was clearly
most acute in those regions in which the co-operatives had the
strongest ideological roots. This holds namely for the north of France
where anti-capitalist rhetoric, exaggerated traditionalist sentiments, and local political animosities prevented early modernisation, and where the existence of a serious crisis was denied the most
stubbornly.
Regional reorganisation and modernisation was achieved in
those cases where the “practical men” managed to get the upper
hand over the “ideologues”, but generally speaking the French were
lagging behind a development which in other countries had long
been dominated by the modernisation impulse of the consumer cooperatives. Apart from the “regional feudalism” which had been in
existence since the reform concept of 1913, and which tended to
encourage unhealthy personal rivalries, there was clearly also a
very deep resentment of the inefficiency and dominance of the
central institutions, the FNCC officials in particular. This resentment found expression in the “annihilation” of FNCC in 1985.
Yet, even though the beginnings of the French movement are to
be seen as having been unusually unfavourable, the case of France
should not be viewed in isolation. Dominance by elective officials
and a certain fossilisation process are also characteristic features of
the decline of many of the once so proud British retail co-operative
societies. And what Charles Veverka criticised in the case of the
French movement, namely the attempt to compensate structural
profit weakness by resorting to a delayed flight in advance can be
noted in other countries too. Investment programmes mainly directed at maintaining or expanding market share and turnover but
with poor profit expectations have been pursued by co-operative
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The course taken by the big crisis in France is of exemplary
interest. For this reason the crisis has been given the most detailed
treatment possible within the scope of this study. It can be argued
that the top people in the movement must have been aware of the
untenability of the situation years in advance. But the facade was
kept up for the benefit of the outside world. When the crisis did
finally come it took many of those by surprise who theoretically must
have been expecting it for years.
The lack of public interest in the events of 1985 - 86 is also amazing
since these were of considerable symbolic significance. But even the
loss of jobs - a few thousand in France as a whole - was of little
significance when seen on a national scale, however many personal
tragedies it may have involved. It would seem that any “ideological”
interest on the part of the general public had already waned to zero
level. The fact that several hundred thousand Coop members were
shareholders, and had thus lost their investments was apparently
scarcely realised (the maximum value of a share however never
exceeded the price of a very modest meal in a restaurant). Similarly,
the losses suffered by the creditor banks - which must have run into
some hundred millions - were also recorded in silence. The journalist
Josée Doyère is reported to have justified her reticence to write about
the Coop-Group debacle with the comment “I will not shoot at an
ambulance” - a remark which seems to indicate at least a shimmer
of hope of convalesence. But this must be seen as an exceptional
opinion.For their part the trade unions contented themselves with
token protests - like the 500-strong protest march organised in Paris
by CGT on 11th September 1985, or the one-day strike by shop
managers in the north. (177)
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Generally speaking, therefore, the attitude was one of sheer
disinterest. Many French consumer co-operatives have “died in
silence” and some are still about to do so. In this respect they suffered
the same fate as the once proud socialist consumer co-operatives in
Belgium, who some years earlier had been forced to relinquish their
few big stores to Carrefour, and who today have only pharmacies
left. Almost one thousand staff members lost their jobs at the central
institutions in Paris. Their hopes that someone would come forward
with a major appeal for financial support from the members, or at
least from the employees - and thus with a co-operative-solidarity
rescue campaign - proved to be entirely illusionary. But such an
appeal would surely have been doomed to fail anyway. “Even
institutions are mortal” - and in the opinion of many well-informed
observers, the French consumer co-operative movement was an
institution which had long since lost faith in itself and its ability to
survive. At the same time it should not be forgotten that there are
still two big, financially healthy regional co-operative enterprises:
Saintes and Strasbourg. Coop Alsace is the only French consumer cooperative which is firmly anchored in a major city, namely
Strasbourg. In its 85 years of existence (during which time it has only
had four different presidents) the Alsacian Coop has become a
representative institution with wide regional appeal and close ties
with the Raiffeisen Group. In contrast to the traditionalism of
Marcel Brot it did not delay investment in the modernisation of its
branch shop network and today provides secure jobs for 4,000
employees, owns six hypermarkets with more than 4,000 m2 sales
space, 60 supermarkets, 300 local shops, and two big furniture
stores.
“Coop Regionale” in Saintes can compare with Alsace in both size
and solidity. It also modernised its sales network at an early date.
According to its annual report for the year 1986, Saintes had a sales
turnover of 3.4 billion francs, a manning level of 4,036, 6 “Rond
Point” hypermarkets, 43 Maxicoops, and 368 small shops offering a
total sales space in the region of 11,600 m2. The 1986 trading figures
even showed an improvement over the quite good results of the year
previous. However, the co-operative did close down 34 of its sales
units, and between and 1984 and 1986 achieved a 10 per cent

786

The Consumer Co-operatives in France
reduction in the manning level through early retirements, etc.
These two big co-operatives play an important role in their
respective regions, and for years have been fully committed to
political neutrality and modernisation in keeping with the latest
developments in the retail trade. They represent a certain hope for
the regaining of co-operative terrain in France. Indeed, the cooperatives involved here are not of nostalgic thinking traditional
types but rather management controlled retail enterprises with a
decidedly businesslike philosophy: “We are living in a world without
mercy: only the best will survive. We cannot afford to live in the
utopia of the past”. or : “One finds many officials and trade unionists
in the co-operative movement. They are socially-minded and have
plenty of time. They mean well. But they often do not have a good
influence on the co-operatives because their job is distributing
money, not earning it. But you can distribute only what you have
brought in”. Such comments on the part of one of the top managers
of the still surviving co-operatives are indicative of the down-toearth competitive thinking typical of the leadership of these two cooperatives.
On the other hand, the idea of the consumer co-operative as a
Utopian and member–oriented organisation has not died out completely in France. There are many new “alternative” small cooperatives operating on a modest scale and in an informal manner
purchasing “bio-dynamic” natural products direct from the farmers.
Their members are mainly ecology-minded middle-class intellectuals. In this phenomenon it is possible to see a confirmation of the
often quoted words of Charles Gide: “The real proof of vitality is not
the ability to survive but the ability to be reborn”. (178) But in this
latter case it would appear to be a rebirth without any awareness of
the previous existence.
It was perhaps no coincidence that the author was to discuss the
purpose of this present study with a member of such an alternative
co-operative on the occasion of a chance meeting. It emerged from
this discussion that the “alternative co-operator” was not even
aware that a bigger co-operative group in France had been and gone.
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FOOTNOTES
Preliminary Note
This study originally appeared in German. Direct quotations from
non-German speaking sources were translated by the author. In the
interests of protecting of the anonymity of the persons concerned, no
source is indicated in the case of direct quotations from the 15
interviews.
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2) J. Gaumont: Histoire generale de la cooperation en France, 2 Vol.,
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3) Cf. Claudine Marenco: Conditions d’emergence et processus de
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études coopératives mutualistes et associatives No. 19/1986, p 18
et.seq. p. 19.
4) Cf. Gaumont Vol. 1 p. 146 et.seq.: Anders Hedberg: Konsum under
Trikoloren, Solna 1963, p. 15 et seq.
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British aid p. 537. The CWS loan of 600,000 francs at an extremely low interest rate was already the second time that
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79) One of those responsible for the building of the Maison de la
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80) M. Hubert: Les Coop de consommation, op.cit. p. 5 et seq. Michel
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co–operatives and dedicated to the members’ representatives. It
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109) op.cit. p. 95
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116) ibid p. 113
117) ibid p. 115
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118) cf. Jean Lacroix: Types de groupements cooperatifs de consommation Paris 1961, Part III: Les groupements cooperatifs secondaires p. 83 et.seq.
119) Congress report p. 116
120) ibid p. 118
121) A more general interpretation should also be given to internal
criticism directed against Roger Kerinec from different quarters
to the effect that he was “too kind” and that he “always wanted to
be friends with everybody”, whereas “in business one can only be
successful when one also makes enemies.” For a relatively weak
central institution there will always be a tendency to elect a
supreme representative who is able to “smooth out the bumps”
rather than one who is capable of enforcing his own will with
authority. Even the legendary Charles Veverka, who was known
and feared as an authoritarian, was only able to accomplish some
temporary rescue actions during his time at the head of SGCC,
but he was never able to bring about an effective integration of
the tearaway regionalism. This latter failing may well have had
something to do with his rather sudden decision to retire.
122) cf. FNCC Congress Aix en Provence 1983, Compte-rendu p. 21
et.seq., also “Projet Cooperatif” Rapport Special FNCC-Congress
d’Aix en Provence 1983
123) Congress Report Aix p. 22
124) op.cit. p. 23
125) Congress Report Aix p. 39
126) op.cit. p. 40
127) op.cit. p. 41
128) ibid p. 106
129) op.cit. p. 98
130) op.cit. p. 106
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132) Le Monde 2.4.1982
133) Le Monde 3.4.1987
134) Le Monde 4.-5.4.1982
135) cf. Le Monde 14.12.1984

136) cf. Le Monde 8.7.1983
137) Le Monde 20.9.1984
138) Founded by two private companies, and reminiscent of MIGROS, this “pseudo–co-operative” was never organised in cooperative form. This despite the fact that, under certain circumstances, it would even have been possible to circumvent the retail
price maintenance policy for books, and to pursue actively a
competitive policy in the cultural sector. It is believed that direct
intervention on the part of the cultural minister, Lang, who was
in favour of retail price maintenance, prevented the realisation
of this idea which would have been worthwhile for good publicity.
An example of how effective even illegal sales action can be in this
context was given by one informant who cited the case of Centres
Leclerq which for three years sold pharmaceutical preparations
(such as those necessary to conduct a pregnancy test) at “discount” prices. This practice was finally sanctioned by law.
139) As far back as September 1983 Josée Doyère reported that the
Coop Group had been urged to sell off certain assets by both the
prime minister’s office as well as by the ministry of finance.
Indeed, the SGCC had a controlling interest in FNAC, in the mail
order company “La Maison de Valerie”, and in the Banque
centrale des coopératives et des mutuelles (BCCM). Jean Lacroix, the then newly elected FNCC president, told Josée Doyère
that SGCC had no intention of selling any of its holdings or real
estate. “Some capitalist companies may not hesitate to sell off
their favourably situated central buildings in order to raise cash.
However, La Maison de la Cooperation - which cost somewhat
more than 80 million Francs to build in 1976 - is a symbol of the
strength and influence of the movement and thus could not be
easily parted with”. This is how the journalist summed up the
situation in her article devoted to the problems of the North and
the Paris region (Le Monde 15.9.83). At that time Jean Lacroix
estimated the total sum necessary to set the Coop on its feet again
at 250 million.
140) FNCC Congress Paris 1985 Rapport Conseil Central p. 14
141) A study by Francois Fenal and Dominique Michaut - published
in Cooperation Distribution-Consommation Nr. 1984 (p. 38
et.seq.), an SGCC trade publication, showed that the return on
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investment for the smaller shops in the sales network was
greater than that for the supermarkets, despite lower costs.
However, the figures given are difficult to interpret in parts. This
profit advantage of the local shops with their high - even too high
- margin compared with the sometimes unfavourably located
Rond Point Hypermarkets, some of which were in the initial loss
phase, was also in keeping with the accent of the Maxi-Coop
strategy outlined by Jean Grave when presenting the “ProjetCooperatif”.
Table 10:
SHOP TYPE
Shop Type
Point Coop
Point Coop
Super Point Coop
Maxi Coop
Rond Point Coop

Sales Area
50 m2
150 m2
600 m2
1000 m2
4800 m2

Gross Costs as
% of turnover

R.O.I.

5
4
3
2
1

37
25
10
8
7

Source:
Cooperation-Distribution-Consommation Nr. 3/
1984 p. 42 - in the ROI column there may be a decimal point
error i.e. 3.7 instead of 37, etc.
142) op.cit. p. 25
143) op.cit. p. 28
144) op.cit. p. 35
145) 59th FNCC Congress, Paris 1985, Compte rendu p. 3.
146) ibid p. 4
147) ibid p. 6
148) ibid p. 7
149) ibid p. 9
150) ibid p. 11
151) ibid p. 12
152) ibid p. 12
153) ibid p. 14
154) ibid p. 17
155) ibid p. 18
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156) ibid p. 23
157) ibid p. 49
158) ibid p. 50
159) ibid p. 68
160) ibid p. 68
161) ibid p. 69
162) ibid p. 73
163) ibid p. 74
164) ibid p. 80
165) ibid p. 81
166) ibid p. 82
167) ibid p. 83
168) ibid p. 95
169) ibid p. 102
170) ibid p. 103
171) Apparently Veverka had had many years of strained relations
with Marcel Brot before coming to rather friendly terms with him
again. Brot did not appoint him SGCC managing director in 1952
- this being the reason for Veverka going to Saintes. The “human
factor” cannot be entirely neglected in such differences. (the same
applies regarding the animosities between Veverka and the ex
CCCC managing director, Lacour. This may be another reason
why he did not wish the co-operative bank to come under Lacour’s
successor, Moreau).
172) cf. Josée Doyère: Libre Service Actualite No. 1005-1006/1320.12.1985, p. 26 et seq.
173) K. Chreisti: “Franska Kooperationen: Dödsarbetet har inletts”
“Vi” No. 17/1986, p. 14.
174) “Fransk kooperation tänker inte ge upp” Kooperatören No. 7/
23.4.1987, Text Bengt Nordlöf.
175) Le Monde 10.10.1987
176) In: Révue des études coopératives, mutualistes et associatives
No. 18-1986, p. 8 et.seq.
177) cf. Le Monde 13.9.1985, 18.9.1985 (report on the insolvency of
the regional consumer co-operative Nord with 4,600 employees
and the communist CCPM with 609 employees - which should
have merged with the former as of 1.1.1986) also 26.9.1985
178) quoted according to H. Desroche: Le Rose et le Noir in:
“Communautes” op.cit. p. 96.
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APPENDIX 1
The Consumers Co-operative Movement in France
January 1986 - October 1986
Chronology of events
(from different sources)
December 1984 - At Regional Societies level:
. Rouen opens its enlarged hypermarket at Grand Quevilly.
. Nancy - turnover shows a decrease over the last six months.
. Château-Thierry - progress report on merging with Paris
Society. It obtained a “participative loan” from the banks.
. Pau - worrying position.
. North - pressed by hard competition.
- At National bodies level:
. Coop Info - its role is questioned.
. Maison de la Coopération - it has to be sold.
. Coop member card - progress report.
January 1985 - At regional societies level:
. Nancy - records further and alarming decrease.
. P.T.T. - Turnover regresses.
. North - Forecasts for 1985 are not positive.
. South -East - difficult position.
. Rouen - doing well.
. Camif - has a 3 year plan.
. Strasbourg - Positive but slight decrease.
- At national bodies level:
. Situation is seen as being heterogeneous.
. Human problems are not solved.
. Stock-supplies are too important, they must be deflated.
. The movement solidarity fund to be financed on an equal basis
as the previous year.
. There are talks towards unifying the coop banking system.
. Coop Info will remain as at present.
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March 1985 - At regional Societies level:
. Saintes - results are positive.
. Pau - losses are recorded.
. Nancy - losses are recorded restructuration is underway.
. Château-Thierry - good results.
. North - decision to sell a number of assets.
. Valence - doubtful position.
. St Etienne - records deficits.
. Strasbourg - results are slowing down.
. The cumulette system is tested.
- At National bodies level:
. The problem linked to the banks are not solved.
. The chairman of the “Sté de Gestion” (Rescue Society) has
resigned.
. Overall losses will be more important than the previous year.
. Payment at required terms will be extremely difficult.
. Sales of assets did not occur as expected.
. Running costs must be alleviated.
April 1985 - At regional Societies level:
. North - losses have reached an umbearable level.
. Nancy - two hypers will be sold.
. P.T.T. measures for improvement are being implemented.
. Brittany - efforts for a new and better start are being made.
. St Etienne - have opened their hyper but has no cash left.
. Saintes - turnover going down.
. Valence - needs restructuration.
. Rouen - must sell some assets.
. Château-Thierry - some difficulties.
- At national Societies level:
. President of S.G.C.C. is commissioned to help rescue the North.
. President of Château-Thierry is commissioned to help rescue
Valence.
. S.G.C.C. is requested to support financially.
. Drastic and urgent measures must be taken it is too late to
implement an alternative strategy.
. There are talks towards creating a single society for managing
hypers with external alliances.
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- At Government level:
. A protocole is being discussed with the Treasurer.
. A plan for alleviating charges for the North is being devised.
May 1985 - Protocole is signed (on the 2oth) with the
government.
June 1985 - 59th The Cooperative Congress:
. Notes that joint national and regional efforts have led to an
overall progress in the turnover but objectives set at the
previous Congress by the Coop project were not reached and
resulted in the necessity to sell part of the assets.
. Decides that a new decision-making structure with enlarged
powers must be set up, and that all activities in the central
bodies must be reorganised on a self supporting basis as
autonomous units.
. Requests that an extraordinary Congress be convened as soon as
possible to adopt appropriate measure.
. J. Lacroix is reelected President of F.N.C.C.
- At regional Societies level:
. North - the situation creates an increasing anxiety.
. Valence - the situation is worsening.
. Pau - its financial commitments to the movement are
disproportionate.
. Rouen - must restore its position before attempting to merge
Amiens.
. Brittany - apparently successful restart, hopes for balance 1985
results.
- At National bodies level:
. Decision making power in the movement porblem n° 1.
. Project for a single Society for managing hypers is not credible.
. FNAC and Maison de la Coopération are sold.
. Coop Info disappears.
July 1985 - At Regional Societies level:
. Nancy - reports bankrupcy.
. North - legal action is suspended.
. Pau - owes 38 M FF to S.G.C.C.
. St Etienne - difficult position.
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. Valence - unreliable report and risky position.
. Lorient - no urgent measures required.
. Amiens - no urgent measures required.
- At National bodies level:
. Mr Veverka is called back for rescue.
. Board of crisis is set up with full powers.
. S.G.C.C. has granted important loans to insolvent Societies and
its future is put to question.
. The idea of creating a financial holding comes up again.
. The project for a single Society for hypers comes up again.
- At Government level:
. The treasurer delays answer.
. A special audit of the movement is requested by the banks.
August 1985 - At Regional Society level:
. Pau reports bankrupcy.
- At National Level:
. Agreement with Carrefour to create Carcoop a single society for
managing hypers.
. Agreement is signed with BSN for an autonomous society to
manage Coop factories.
September 1985 - At Regional Societies level:
. North Societies (CRN and CCPM) report bankruptcy.
. Valence withdraws from F.N.C.C.
. Lorient tight financial position.
- At national bodies level
. Financial resources are cut by 50 %.
. The movement reports 300 M FF losses.
. The Société Cooperative d’Equipement (SCE) reports difficulties.
. A plan for disbanding part of F.N.C.C. and S.G.C.C. staff is set
up.
. Mr Veverka retires and a new President is elected.
October 1985 - At Regional Societies level:
. Valence reports bankrupcy.
. St Etienne sells its hyper to a competitor (Auchan).
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. Nancy - negociates agreement with Euromarche.
- At National bodies level:
. Carcoop will manage 23 out of the 45 hypers of the movement.
. F.N.C.C. and S.G.C.C. staff are reduced.
November 1985 - At Regional Societies level:
. Brittany: the Society is sold to its local competitor: Rallye.
- At National bodies level:
. S.G.C.C. creates an independent Society for managing its
factories and discontinues its wholesaling activities.
. The U.C.S.M. (Union Coopérative des Supermarchés) is merged
by S.G.C.C.
. The Société Coopérative D’Equipement is acquired by the Caisse
Centrale de Crédit Coopératif.
. The Caisse de Garantie is taken over by the Caisse Centrale de
Crédit Coopératif.
. The Laboratory hat do suspend all payments.
. The printing Society of the movement (SCEL) is dissolved.
. F.N.C.C. should survive but the Movement can no longer say
that it exists as a group.
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July 1986 - 61st Congress:
. F.N.C.C. restarts with a set of new Rules, its President is
reelected.
September 1986 - . F.N.C.C. - new General Secretary is
nominated.
. Societies are doing better.
. Contacts are resumed with ICA and Eurocoop.

January 1986 - At Regional Societies level:
. Château-Thierry has signed agreement with Francap.
. Strasbourg with Genty Cathiard.
. Saintes with Disco and Sapac.
. Rouen with Rallye.
All suppliers being affiliated to a super supplier: Difra.
. Pau has passed agreement with Promodes.
- At National bodies level:
. F.N.C.C. all staff is disbanded.
. S.G.C.C. is bound to disappear.
February 1986 - Move of remaining coop central activities
to Puteaux.
March 1986 - 60th Congress:
. Refuses to dissolve F.N.C.C.
. A new President is elected.
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APPENDIX 2
45 20 85 38
Paris, le 2 janvier 1987
Chère amie
J’ai pris une connaissance attentive, grâce à une double lecture de
votre article paru dans la Revue des Etudes Coopératives du 3ème
trimestre 86.
Je connais votre sympathie évidence pour la Coopération, mais j’ai
cru trouver dans votre évocation d’un passé désormais historique
une certaine nostalgie à l’égard des organisations autogérées à
l’origine qui, ily a maintenant plus d’un siécle entreprirent cette
aventure de se créer, et de vivre, dans un monde hostile.
Snas vouloir déformer votre pensée, il me semble que vous portez le
jugement d’expliquer l’echec présent des coopératives par l’abandon
des formules autogestionnaires d’origine.
Permettez-moi, en toute amitié de vous dire que je nopartage pas
tout à fait votre point de vue, pour un certain nombre de raisons que
je regrouperais sur trois points:
1. En un siècle, le monde et la motivation des hommes ont changé.
Leur condition s’est améliorée, et leurs préoccupations sont
profondément différentes de celle qu’il y a maintenant plus d’un
siècle.
2. La coopération devrait témoigner, dans un monde moderne
qu’elle peut, en régime de concurrence vivre, se développer, et
constituer un pouvoir compensateur valable.
3. La puissance acquise devrait permettre d’affirmer sa volonté de
protéger les consommateurs du XXème siècle, dont les
motivations ne .......celles du XIXème. Tout ceal aurait pu être
possible, à la condition:
1° qu’on ne se réfugie pas toumours dans le passé, comme un alibi,
en ne tenant pas compte de la révolution siliencieuse mais profonde
de la société occidentale, et de la modification des conditions de vies
des masses, à l’exception des exclus de la sociéte, trop nombreux
encore mais qui ne constituent plus qu’une minorité, contrairement
à ce qui se passait au début des coopératives.
2° que les dirigeants des grandes sociétés aient eu une vision claire
de la situation, des objectifs accessibles, et des moyens à mettre en
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ouvre. Qu’ils aient compris que l’expansion n’est pas nécessairement
und fin en soi à laquelle tout doit être sacrifié, mais un moyen de
réaliser des profits symboles de l’efficacité de l’entreprise, et garant
de sa pérennité.
- en un mot que les managers aient été judicieusement appréciés
- que la gestion ait été rigoureuse et minitieusement contrôlée
- que les incompétents aient été écartés
- que plus particulièrement lors de la crise économique récente, et
lors de la mise en oeuvre par le Gouvernement d’une politique de
rigueur antiinflationniste, le laxisme ait été aussi mis à l’écart
dans la gestion des coopératives.
- que la simple curiosité aient animé les dirigeants en les portant à
observer ce qui se passait chez leurs concurrer (?) qui supportaient
bien les difficultés du moment et chez ceux qui les supportaient
mal.
3° Que l’on s’attache à interesser les consommateurs des années 80,
au delà de l’autogestion, en mettant en oeuvre grâce aux profits
réalisés, une politique d’information de formation et d’éducation
moderne des consommateurs, par des fondations au bénéfice des
plus malheureux, des plus handicapés, des plus vieux,
Il eut alors été facile d’associer à la gestion de ces fondations les
adhérents les plus motivés.
Le naufrage de la Coopération n’a pas pour cause le non respect des
principes, mais la défailiance des hommes
Quand je lis, aujourd’hui, dans la Presse, que les Coopérateurs de
Lorraine, un an et demi après leur dépôt de bilan ont proposé à leurs
créanciers, qui ont, avec résignation accepté, d’être remborsés en
quatre ans de 60 % de leurs créance j’ai honte!
Mais le sort des Coopérateurs de Lorraine n’etait il pas inscrit dans
le ciel, avec leurs mauvais rondements, leurs investissements
inconsidérés et non rentables, leurs frais généraux excessifs, leur
fuite en anvant systématique?
Cela ne pouvait durer, et cela n’a pas duré.
En 1977, un an avant mon départ en retraite, pour la dernière fois
je prenais la parole devant de Congrès de Strasbourg. J’extrais les
passages suivants de mon intervention:
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“ la soidarité doit avoir ses contreparties.
“ car si solidarité il doit y avoir à l’égard de l’entreprise coopérative,
de la société coopérative en difficulté les responsabilités de ceux qui
ont amené ces situations doivent être précisées et sanctionnées, il ne
doit plus y avoir de république des camarades. Il ne doit plus y avoir
de rentes à payer à ceux qui s’etant vu confier des responsabilités
n’ont pu les assumer..
“ car alors il n’y aurait plus de justice et ce serait la prime à
l’incompétence.
“ C’est la raison pour laquelle je pense qu’il faut avec ènergie et
courage, même si cela heurte un peu nos sontiments d’amitié, savoir
prendre les sanctions qui s’imposent en même temps que nous
tentons la main aux sociétés en difficultés.”
Arrêtons nous là. On ne remonte jamais l’histoire.
Très amicalement votre
Ch. Veverka
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APPENDIX 3:
From: Revue des études coopératives mutualistes et associatives Nr.
18/86, S. 8/9
Tonicité
On nous promet ici, par provocation sans doute, une analyse
comparée et internationale des difficultés rencontreés par certaines
coopératives.
Je suggère qu’on en fasse l’économie.
Moins par obscurantisme et peur de la vérité que pour la raison
simple: il y a des survivants.
Et puis aussi pour des aphorismes du deuxième type, tels que:
. l’experience n’est pas directement transmissible
. il est inutile de patauger dans les marécages,
. rien n’est éternel,
. toute stucture qui se confronte au marché se prédispose à en subir
les lois,
. l’histoire parvient parfois à gommer ce qu’elle a contribué à
générer,
. il suffit peut-être de demander à ceux qui sont saufs pourquoi, à leur
avis, il n’a pas eu contagion et le prix qu’il a fallu payer.
Il est des entreprises qui ne font rien, qui font mal ou qui en font de
trop.
Elles vont généralement au tapis.
Il en est d’autres qui restent en vie - on en parle moins - parce que
ce qu’elles font ne’est pas génial, c’est-à-dire: ne pas commettre de
grosses erreurs, évoluer avec leur temps, communiquer à l’interieur
et vers l’extérieur, ouvrir, rénover, mais aussi fermer, investir
raisonnablement, travailler, certes pour ses banquiers, mais
d’abord pour son haut de bilan, etc.
Ceci étant, la vraie question est de se demander si elles sont capables
d’un projet.
A l’évidence, oui.
Il tient à:
. la présence des coopératives dans le marché des prix,
. la pérennité d’une attitude consumériste vigoureuse alors même
que le courant s’essouffle,
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. la réalité d’un profit à la base d’un developpement encore possible
et d’un droit d’accès au privilège d’avoir des idées et de savoir les
propager.
Le Rapport de la mission pour la modernisation par l’Economie
sociale est à cet égard d’un vide effrayant qui peut laisser craindre
que même nos apologistes pensent qu’en guise de XXIe siècle, la
perspective ne dépasse pas l’échéance fatidique du prochain
réveillon.
Rien n’aboutit sans volonté.
Elle est là.
Elle s’exprime déjà dans chaque coopérative.
Elle s’exprimera aussi dans une association les fédérant et les
représentant.
Une fédération association naît.
Autrement dit, les coopératives entendent foncitonner sans
appareil.
On regrettera les emplois qu’il représentait.
Et puis.
La télécopie, la téléconférence, les terminaux conventionnels de
toutes sortes permettent déjà, de nos provinces, de “trianguler”
ensemble.
Nous sommes les uns et les autres, par la pratique d’un tiers temps
adapté, en mesure de nous représenter mutuellement et mieux, de
raccourcir la distance qui sépare bien souvent les préoccupations
macro et micro, les problèmes nationaux, régionaux et locaux.
Les coopératives, en prise directe empruntent la voie étroite qui
consiste chaque fois à parvenir à la synthèse.
Vertigineux, mais pas impossible.
Cette façon de procéder a le mérite d’éviter les amalgames et le
refuge trop facile derrière la décision collégiale. On ne sait que trop
à quelle solidarité aveugle elle conduit.
Commercialement, chaque coopérative développant ses alliances et
ses apllications, est-il concevable qu’elles parviennent à parler
ensemble le même langage.
Certains indépendants d’accord sur une enseigne, un taux de marge
et quelques principes de négociation des achats parviennent
aisément à créer un effet de chaîne sans structure, sans protocole et
sans résolution de Congrès.

Le projet est alors simple: maximiser un profit global tout en
minimisant le profit unitaire, cela équivaut à élargir son audience.
Les coopératives, écorchées vives parfois, sont capables d’une telle
démarche.
C’est la seule qui leur permette d’influencer valablement le marché
et qui constitue un enjeu raisonnable, la proposition d’appropriation
collective des moyens d’échanges étant devenue impensable dans
une distribution parcellisée.
Si débat il doit y avoir, puisse-t-il tourner autor des raisons positives
et toniques de croire.
Jean Grave
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Fig. 1:

The Consumer Co-operatives in Italy
1.

HISTORICAL DEVELOPMENT OF THE ITALIAN
CONSUMER CO-OPERATIVES FROM THE EARLY
BEGINNINGS UP UNTIL THE FASCIST COUP IN
1922

1.1.

ORIGINS AND SOCIO-ECONOMIC BACKGROUND

MAP OF ITALY SHOWING THE TWENTY REGIONS AND
THEIR CAPITALS

Italy did not even exist as a unified state in 1844 when the
legendary Rochdale Pioneers opened their first shop and gave birth
to the consumer co-operative movement which was later to span the
whole world. In those days the territory which we now know as Italy
was still a hotchpotch of small and even smaller states which had
little in common with one another either with regard to their socioeconomic development or to their political constitution.
The process of achieving national unity began in 1848, with
Piedmont and the Kingdom of Sardinia as the crystallisation point,
and was not completed until the year 1870. During the course of the
period known as the “Risorgimento” (= resurrection), Piedmont
acquired - thanks to French support - Lombardy in 1859 (from
Austria). Tuscany, Parma, Modena, parts of the Vatican State,
Naples, and Sicily were taken over in 1860 ( the latter being won by
Garibaldi’s freedom fighters), Venice in 1866 (from Austria), and
finally Rome in 1870 (from the Vatican State). Trento was added in
1918 (from Austria) to Italy.

Source: Earle, p.XV, 1986

820

Piedmont was politically and economically better developed than
other parts of the country, particular the south. Even in those days
the north west was the centre of industrialisation. However, as
industry expanded, so did the social problems. Poverty and hardship
plagued the early industrial workers and they were soon to band
together to from “società di mutuo soccorso” - or mutual benefit
societies - to provide mutual aid in case of illness, unemployment,
and old age. Originally these societies were essentially non-political
although there was a certain liberal influence. Some of these early
societies were supported by aristocrats and members of the middle
class in a spirit of enlightened paternalism. The trade unions and the
co-operatives ultimately developed from these origins.
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The first forerunners of the consumer co-operatives - the Comitati
di previdenza - were institutions established by the workers’ associations and were mostly of an ephemeral nature only. Their main
purpose was to assure supplies of cheap provisions during the winter
months when prices rose drastically. “Magazzini co-operativi”, as
the consumer co-operatives became known, began springing up
everywhere, but often vanished again just as quickly.

Cheap grain imports from the USA ruined the market prices and
brought mass unemployment to the farm labourers. In 1869 the
imposition of new taxes sparked off a farmers’ rebellion which was
supported by the industrial workers. The government had to resort
to repressive measures to overcome strikes and protest movements
throughout the country. Many people chose emigration, others
decided to stay on and fight in “Leghe di resistenza” - in revolutionary trade unions.

The “Magazzino della Società degli Operai di Torino”, which was
founded by the workers’ association in Turin in 1854, is regarded as
the first major permanent establishment. This trailblazing move
was prompted by an acute shortage of basic foodstuffs which climaxed in steep price rises of bread and other foods staffs in the
winter of 1853. In Turin itself it was rumoured that the government
minister and mill owner, Count Cavour, was hoarding grain in order
to starve the poor. It was only with considerable difficulty that the
leaders of the general workers’ association, Associazone generale
degli operai, managed to restrain the masses. During the course of
a workers’ meeting the idea of forming a consumer co-operative was
first put forward and discussed in public. The consumers should
band together and pool their capital to buy goods collectively for
resale at cost prices. In August 1853 a Turin newspaper had carried
an article giving a detailed description of the consumer co-operative
in Zürich. Following this example, the workers each contributed the
sum of 1 lira and opened a small shop with their joint capital. This
shop resold goods virtually at their cost price since at this early stage
the workers were still not aware of the Rochdale model and the
desirability of building up reserve capital.
Shortly afterwards craftsmen and workers founded a “magazzino” in Allessandria, and soon there were consumer co-operatives of
this type throughout the country. Round about the same time (1856)
the first productive co-operative - Associazione Artistica Vetraria was founded in Altare in Liguria. A few years later, in 1854, Luigi
Luzzatti opened the first co-operative bank, “Banca Popolare”,
which provided financing facilities to the rural population. Indeed,
these rural agricultural savings banks were later to become the
main prop of the catholic co-operative movement. The 1860’s and
1870’s brought a spate of political and economic crises in Italy.
822

Others attempted to alleviate their difficulties by forming cooperatives and thus relying on mutual aid.
The government was quite favourably disposed towards this
latter group since they appeared to offer the means to transform
political unrest into productive economical activity.
There were many ties between the co-operatives and the left-wing
oriented political parties, including ties of a personal nature as
Giuseppe Mazzini, for example, was both a socialist and a cooperator. As a member of the triumvirate of the short-lived Republic
of Rome in 1849, Mazzini was persecuted by the government as a
dangerous revolutionary. During his years of exile in England he
met people such as Marx - but also G.J. Holyoake, author of a most
influential book on the history of the Rochdale “Pioneers”. It was
from such meetings and influences that Mazzini reached his own
personal - rather Utopian - conception of society in general and of the
role of the co-operatives in particular. He expressed these views at
the first meeting of the International Workers’ Association in Italy
in 1864. He did not believe that there was any necessary antagonism
between labour and capital, or between the social classes. Like the
French Utopian Socialists, he saw in the co-operatives a key means
to change society without a revolution. They also could be a a driving
force for the national unity of Italy,unifying the country in the spirit
of co-operation.
Mazzini’s ideas did find some support in Italy, particularly in
Genoa, but other co-operative circles, in Piedmont for example,
rejected them as being too revolutionary whilst some socialists
scorned them as being too reformist.
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Meanwhile the co-operatives continued to spread, but their
organisational development was seriously hampered. The Rochdale
model was first put into practice by T. Vigano, the “father” of the
Italian co-operatives. In 1864 he opened a consumer co-operative
with a bakery and a flour mill in Como. Mazzini inspired the opening
of a consumer co-operative in Sampierdarena, and in 1865 L.
Luzzatti was successful in his efforts to have two co-operatives
opened in Milan. Between 1867 and 1870 further consumer cooperatives opened up in Belluno, Bologna, Cremona, Città di Castello, Ferrara, Imola, and Venice as well as in many other towns. The
members were drawn from all ranks of society. However, many of
these early co-operatives were only short-lived, and of the few which
did manage to survive, most had to abandon the Rochdale principles
and revert not only to selling goods at cost price, but even to selling
on credit in many cases.
According to V. Rabbeno “The primitive method of selling at cost
price proved to be the more suitable in view of the economic
circumstances of the poverty-stricken Italian working classes. The
eagerness on the part of the consumers to enjoy an immediate
advantage prompted them to prefer a strong reduction in prices over
the slow accumulation of dividends” (Totomianz, p. 204). Totomianz
saw a further explanation in the workers’ urgent need for credit and
their inability to understand the complexities of bookkeeping.
Yet despite all the difficulties, there were an estimated 100
consumer co-operatives in Italy in the year 1868. The earliest official
statistic available states that there were 85 in existence in 1873. Of
this total some 16 operated in accordance with the Rochdale system.
Included in this latter group were the co-operatives at Naples,
Perugia, and Belluno. The movement was soon to grow stronger,
particularly in the 1870’s when it was joined by large numbers of
railwaymen. Encouraged by their director, railway workers founded
co-operatives in Turin, Milan, Florence, and many other towns. They
even sent a delegation to France to study the consumer co-operatives
which had been established there.

The Consumer Co-operatives in Italy
1.2.

FORMATION OF A CO-OPERATIVE UNION /
DEVELOPMENT PHASE

The 1890’s were years of vigourous development and expansion
for the Italian co-operatives, with those in the towns flourishing the
most. In October 1886 delegates from 248 co-operatives of all types,
representing a total membership of 74,000, met in Milan to form the
first national co-operative union, the “Federazione fra le Cooperative Italiane”. In 1893 this was renamed “Lega Nazionale” on the
occasion of the second congress held in Sampierdarena near Genoa.
By the year 1899 the Lega Nazionale had grown to include 334 cooperatives of all types with a total membership of 220,000 and with
a total capital of 10 million lire. The number of member-co-operatives had grown to 850 by 1901 and to 1,344 by the year 1906.
The purpose of the Lega Nazionale was to promote the cooperative idea both through the medium of the press and through
annual co-operative days. Where necessary it provided - and still
provides - advice on legal and administrative matters to member cooperatives . It also promotes business relations between productive
and consumer co-operatives. The Lega compiles statistics on the cooperatives and uses its influence to have pro-co-operative legislation
passed. The Lega’s own publication, “La Cooperazione Italiana”,
allows member co-operatives space for announcements and reports,
and also carries articles about the economy and regional politics in
cases where these subjects are tangent upon co-operative interest
(Totomianz comments on p. 212: “Commerce and the Exchequer are
the main enemies of the consumer co-operatives and thus their
activities are of interest to “Cooperazione Italiana” also.”)
Officially the Lega was politically neutral. However, from the
very beginning it was de facto dominated by republicans and socialists. It was not until 1892, with the opening of the first catholic
savings banks, that the more conservative catholic circles began to
win some influence in the co-operative movement.
The year 1892 also saw the founding of the Socialist Party.
Because of a papal bull dating back to the capture of Rome in 1870,
the conservative catholics were forbidden to engage in Italian
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political activities. They had to wait until the year 1919 before they
could organise their own political party, the “Partito Popolare”, and
the co-operative union “Confederazione delle Cooperative Italiane”.

recognition as legal persons. A subsequent co-operative law, passed
in 1889, made it easier for the co-operatives to compete for public
tenders, this being of particular importance to building and construction co-operatives.

M. Degl’Innocenti reported on the proceedings of the Lega congress that: “two political lines of co-operation which had led the
Federazione, and would later characterise its early years, stood
opposing one another. On one side were the supporters of “neutral
co-operation” who saw the future of the movement in a co-operation
transcending all class barriers and as a basic alternative to class
war. On the other side, socialists and workers, sometimes supported
by democrats, tended to integrate the co-operative movement like
the unions and the Socialist Party as part of the general workers’
Liberation movement.” (Degl’, pp. 81 et seq.).However, the wellknown socialist leader, Filippo Turati argued in 1896 that the
consumer co-operative would simply pass over into the prevailing
social system and in doing so would solve nothing and liberate
nobody.” (Francia/Muzzioli, p. 34). According to Luigi Dal Panes, in
this position it was “reduced to that of a propaganda medium.” (Dal
Pane, p. 674).
Claudio Treves opposed Turati’s view with the argument that “the
co-operatives should become sort of financial institutes of the socialist party and therefore deserve to be supported by that party” (op.
cit., p. 675).
Even after the Second World War some components of the labour
movement regarded the consumer co-operatives as a valuable “instrument of resistance in the conduct of long and arduous trade
union battles.” (Giorgio Amendola in: AA.VV., Edilter, un esperienza co-operativa, p. VIII)
This traditional role is also reported of a consumer co-operative
founded in Fabbrico in the region of Reggio-Emilia in 1866. “During
this period the co-operative consolidated its function as helper of
workers and others who are on strike, have been locked out, arrested, or otherwise disadvantaged as a consequence of the labour
struggle.” (Bonaccioli/Ragazzi, p. 7)
Legislation passed in the year 1886 finally legalised the status of
the co-operatives. On registering with the state they would gain
826

In 1889 there were said to be 681 consumer co-operatives in Italy.
Of these, 187 had legal recognition, 205 were not registered, and a
further 289 were associated with savings banks on a mutual benefit
basis.
Official statistics for the year 1895 record the existence of 1,013
consumer co-operatives in all, their regional distribution having
been as follows:
Table 1:
383
195
169
58
42
32
28
24
20
17
15
14
11
2
1
1

Piedmont
Lombardy
Tuscany
Veneto
Liguria
Emilia
Sicily
Calabria
Marche
Apulia
Umbria
Latium
Campagna
Sardinia
Abruzzi
Basilica

Thus 811, i.e. more than 6/7 of all the consumer co-operatives in
Italy were concentrated in the northern provinces. Piedmont alone
- with 383 - accounted for almost half of these.
Most of these consumer co-operatives were located in the towns.
Here, because of the tax imposed on foodstuff items by the municipal
authorities (this form of tax was known as “octroi”) the cost of
groceries was much higher than in the rural areas. Whilst the
members came from all ranks of society, by far the majority were
working class.
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It was a relatively easy matter to become a member. One was
simply required to become a shareholder and pay a small admittance
fee. Whilst commercial law ruled that the price of a share may not
exceed 100 lire, in practice co-operative shares were usually in the
5 to 10 lire price range and could be paid for in weekly or monthly
instalments. Some co-operatives did not issue shares, but instead
built up capital by not paying out dividends; a co-operative in Libano
is even said to have accepted 3/4 of the payment for a share in natural
produce. There was also a maximum limit on the number of shares
which any one member was allowed to acquire, and this prompted
Totomianz to comment (p. 203): “Out of a misguided sense of
democracy some consumer co-operatives would not allow members
to own more than one share each.”

it was almost certainly negligible. On the whole, however, it is
believed that profits were between 12 and 20 per cent of turnover.

The majority of the co-operatives sold their goods not at market
price, but rather at cost price plus a small charge to cover administration expenses. This was meant to guarantee that they would
finish up with a net surplus and could pay members a dividend at the
end of the year. The practice of selling at virtually cost price had a
very favourable effect on local price levels from the consumer point
of view, and was indeed often necessary in order to be able to compete
with the old established small private traders. Roughly half the cooperatives allowed their members to buy on credit (without security). The maximum credit allowed was usually not in excess of the
share owned by the member.
Only few co-operatives sold goods also to non-members. Dividends were paid out either on the basis of the share value - usually
5 per cent thereof - or on that of the value of actual purchases. In
keeping with commercial law, a certain proportion of the profit was
committed to a reserve fund, whilst a further proportion was spent
on general welfare purposes, sickness insurance funds, care of the
aged and infirm, as well as on co-operative public relations.
Some 750 co-operatives were independent of any relief fund. Of
these, 273 claimed to have a total membership of 95,286, with nine
co-operatives each having more than 1,000 members. The net
surpluses achieved by the different co-operatives varied considerably: in the case of the small co-operatives which were not registered
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Of the 1,000 or so co-operatives trading in Italy in the year 1902,
961 were asked to give details on their membership and trading
figures. This information was provided in 703 cases and revealed
that these co-operatives had a total membership in the region of
200,000 consumers and thus accounted for approximately one third
of the total co-operative movement, They had a total turnover of
5,893,057 lire, and their equity capital totalled 11,298,570 lire.
The regional distribution compared with that for the year 1889:
three northern provinces (Lombardy, Liguria, and Piedmont) along
with two central provinces (Tuscany and Latium) accounted for the
majority of the co-operatives and the biggest absolute numbers of
members. Of the 13 Italian co-operatives having more than 1,000
members each, 12 were located within these same provinces. On the
criterion of the number of members relative to the total number of
local inhabitants, Liguria, Lombardy, and Piedmont topped the list.
Of the 583 co-operatives which volunteered further information,
323 claimed to sell only to members whilst 260 were also willing to
sell to non-members. In view of the fact that 326 sold their goods at
market price and 257 at cost price it can be said that the Rochdale
concept was gradually sinking through. Asked about any difficulties
they were experiencing, 119 co-operatives complained of specific
problems, namely tough competition, high taxation, doubtful solidarity, lack of capital and inadequacies of personnel.
The 1890’s were a time of political repression in Italy and years of
crises for the left-wing organisations in that country. Even then the
number of co-operatives continued to grow, but the movement as
such did not really begin developing again until the period between
1900 and 1910. Meanwhile the co-operatives had good connexions
with the government (Luzzatti was a cabinet minister in the Giolitti
administration) as well as with the now more moderate socialist
party. The co-operatives received public works contracts and also
certain financial concessions. ; in 1904 the co-operative bank,
“Instituto di Credito per le Cooperative” was founded with the
backing of a number of “Banche Populari”. The Lega Nazionale,
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together with the trade unions and the mutual benefit federation
joined forces to form the “triplica” - a tripartite pact - in a renewed
effort to obtain better social legislation.

a neutral field where people of all political convictions can work
together.” Most of the co-operatives did not take any active part in
politics. “Only the clerics abuse co-operation as a means to achieve
politico-religious ends. From the beginning onwards they had the
majority of the agricultural co-operatives in their grasp.” Himself by
no means neutral in this ideological conflict, Totomianz goes on to
note with some satisfaction: “The consumer co-operatives, which are
mostly in the towns, are fortunately beyond the reach of the clerics.”
(Totomianz, p. 215 et seq.).

A count made in 1910 revealed that there were 5,065 co-operatives throughout Italy at that time. Of these, 1,933 considered themselves to be loyal to the left-wing democratic Lega Nazionale.
Enquiries made of 1,764 co-operatives resulted in 1,623 of these
reporting a total membership of 346, 474 consumers, total share
capital amounting to more than 17 million lire and reserve funds
totalling 5.5 million lire.
A wholesale purchasing society, which could count on the trade of
135 consumer co-operatives accounting for a total turnover of 3
million lire, was founded in 1911. However, from the very beginning
it came to be regarded as one of the weaknesses of the consumer cooperative movement in Italy. “In recent times the consumer cooperative movement in Italy has made quite considerable progress.
It could even have taken a place of honour amongst the co-operative
movements from other countries if its wholesale purchasing society
were not so ineffective.” (Totomianz, p. 209)
At the co-operative annual meeting in 1911 a whole series of
problems cropped up which remain unsolved to this present day.
One co-operative manager - Vergnanini - warned his fellows of the
danger of excessive competition between the co-operatives themselves, and advised them to consider merging with eachother. The
workers must come to an understanding with eachother, he argued,
otherwise very soon every factory, and each professional group
would have its own co-operative. When it came to the business of
electing executives, the conflict which had been brewing up between
the socialists and the republicans finally came to a head with the
opposing parties actually exchanging blows and having to be separated by the police (a preview of the row which was to break out in
1952). “This incident” - so writes the observer Totomianz, himself a
committed supporter of Gide’s principle of neutrality - “had its good
side in demonstrating the damaging effect which political quarrels
have on co-operation.” According to him it was only during the
banquet that evening that the message sank in that “co-operation is
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1.3.

REGIONAL DISTRIBUTION AND TYPOLOGY OF
THE CONSUMER CO-OPERATIVES BEFORE THE
FIRST WORLD WAR

According to the official statistics of the day, there were 2,255
consumer co-operatives in Italy prior to the outbreak of World War
I. Lombardy had the highest absolute number, accounting for 28 per
cent of this total, followed by Tuscany (14.5 per cent), EmiliaRomagna (14.4 per cent), and Piedmont (10 per cent) (cf. Table 2).
According to a typology by Senator E. Faina, the consumer cooperatives in Italy could be categorised by six types on the criteria
of organisational structure and regional distribution as follows:
1) The most stable type of co-operative was to be found in Tuscany,
and particularly in the Florence area. These were autonomous
societies with only a single aim, namely that of providing the
workers - but also members from other levels in society - with
goods, particularly the provisions necessary for everyday life.
These co-operatives were not under the patronage of charitable
benefactors and had no honorary members. Profits were partly
shared out amongst the members, partly set aside for investment
purposes, and partly given to charity. The local catchment area
of any single co-operative was restricted, which meant that their
earnings were not high but nevertheless stable. Indeed, earnings
depended to a great extent on how many of the members could
pay immediately in cash. Credit sales were limited to the value
of the shareholding. It was not usual for the shops to open every
day. In most cases they traded on only two or three days per week.
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Table 2:
REGIONAL DISTRIBUTION OF THE ITALIAN CONSUMERS CO-OPERATIVES IN 1914
Region
Lombardy
Tuscany
Emilia
Piedmont
Veneto
Marche
Liguria
Sicily
Umbria
Campania
Puglia
Abruzzo
Calabria
Latium
Sardinia
Basilicata
Italy

Number

as % of national total

636
328
325
226
183
125
91
70
62
50
44
40
35
30
6
4

28.2
14.5
14.4
10.0
8.1
5.6
4.0
3.1
2.7
2.2
2.0
1.8
1.6
1.3
0.3
0.2

2,255

100.0

Source: M.A.I.C., Annuario statistico italiano, Roma, 1913 p. 304.

2) The second co-operative type was mostly to be found in Piedmont
and in the vicinity of Turin. Co-operatives in this category were
offshoots of mutual benefit societies, and they had charitable as
well as ordinary trading objectives. Very often they stood under
the patronage of middle-class honorary members. Part of the
profits were committed to reserve funds and the other part
shared out amongst the less well-off members. Sale-prices were
based on cost-prices and credits were frequently given - which
accounts for the high mortality rate amongst the Piedmont
consumer co-operatives. The influence which this politically
moderate co-operative type exerted on the rest of the co-operative
movement was particularly strong before and around the turn of
the century.
3) The third type - mainly to be found in and around Mantua - was
characterised by its proximity to the production source. These co-
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operatives combined the functions of consumption and production, which became virtually inseparable from each other. Their
social basis was narrowly restricted and often limited to a
particular professional group.
4) The fourth type included co-operatives such as those of the
railway workers, and which owed their existence to the patronage of the railway company. They sold only to members, and at
comparatively low prices - or else at market prices Dividends
would be paid out to members on a size-of-shareholding basis.
Many such co-operatives did not restrict their business to groceries, but also sold other goods required for everyday purposes.
5) The fifth type was catholic dominated and was to be found in
Lombardy, Venice, and Liguria. Initially these co-operatives sold
only one product (usually wine) and they remained restricted in
the types of goods sold. According to their religious loyalty, part
of their profits went to charity, burial costs, etc.
6) The sixth type was most commonly found in Novara and Vercelli,
but also in the Lomellina region. Co-operatives of this type
originated from agricultural associations, generally accepted
meeting places where rural people could talk and buy wine at cost
price. With the passage of time the range of goods offered for sale
expanded. Thus, co-operative grocery shops came into being, but
their range of goods remained limited as did their turnovers.
(Degl’Innocenti, p. 32 et seq.).
1.4.

FROM THE FIRST WORLD WAR TO THE FASCISTS

Italy was involved in the First World War as an ally of Great
Britain and France from 1915 to 1918. She had also just recently
emerged from the 1910/1911 colonial war against Turkey in Libya.
Both these wars had split the co-operative movement into parties
with controversial opinions. However, after an initial hesitation the
majority of the Lega Nazionale members under Vergnanini (Lega
secretary general since 1912) decided to give their active support to
the government’s war effort. The co-operatives produced uniforms
and equipment for the army and co-operated closely with the
833
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authorities in the distribution of food and other goods. The consumer
co-operatives (and the co-operative of the retail traders) helped
considerably in the effort to keep food prices down also during the
war. Thus they were able to achieve a continuous, though not
spectacular, growth in their membership numbers. At the end of
World War I the Italian co-operative movement was of considerable
quantitative strength. According to official sources, there were
19,377 registered co-operatives of which 6,481, or 33.4 per cent, were
consumer co-operatives.

production facilities and of the trade” as one of the Lega’s prime
objectives. The Lega was by nature a socialistic movement - they said
-, and as such not a natural ally of the capitalist government. Thus
the political orientation of the Lega was made clear (and has
remained so right up until the present) as a “leftish” organisation. It
had finally abandoned its original openness and political neutrality.

Diarmid Coffey (New York 1922, p. 3 et seq.) saw the following as
reasons for the development of the co-operative movement:
“1. The increase in the cost of living has made the savings effected
by the co-operative purchasing of great importance to the vast
bulk of the people of Europe.
2. The continued necessity of distributing has controlled price
increases of bread, salt, flour, and tobacco.”
Further arguments include the special aspects of international
trade, the organisational development, and the political effect
brought about by the Russian revolution. Particularly in the case of
Italy there were other factors at work, including qualitative weaknesses (M. Franceschelli, p. 27 et seq.):
-

-

lack of uniformity in the pattern of national development (the
Mezzogiorno and the islands remained backward)
lack of a co-operative spirit at the base of the movement
a monstrous fragmentation of the co-operative units: 8,200 cooperatives were Lega Nazionale members, a further 7,950 belonged to the catholic Federazione, whilst others belonged to the
republican-inspired organisations or to war veterans’ associations.
unsatisfactory infrastructures
little financial autonomy.

On the occasion of the co-operative congress in 1918 2,321 Lega cooperatives were represented, including 1,225 consumer co-operatives. The majority of delegates persisted in the “socialisation of
834

Italy’ relations with the Vatican had been improving for some
time so that the latter felt it could lift its ban on political activities
for catholics in Italy (cf. 1.2). This meant that the Christian Social
Movement could at last organise itself as the Partite Popolare in
1919. In the July 1919 the Confederazione Nazionale delle Cooperative (known as Confederazione or Confcooperative) was founded as
parent organisation for the catholic co-operatives.
The Confederazione had 7,950 members in 1919, including 2,200
Casse rurale and the Banca del Lavoro e della Cooperazione as a
strong financing centre. From the very beginning the catholic cooperative movement had the better developed financial structure
and so was immediately a powerful force in the co-operative movement as a whole. As early as 1922 the Confederazione publication,
“La Cooperazione popolare” confidently reported its aim “to break
the monopoly of the socialist co-operatives.” However, following the
Fascist takeover they were not to succeed with this aim.
1.5.

FASCISM AND THE SECOND WORLD WAR

Despite the fact that Italy had been on the side of the victorious
allies in the First World War, and had achieved its national union
with the acquisition of both Trentino and Trieste, the further
development of the country was hampered by economic and social
crises.
Italy had lost 600,000 men in the war. Thousands returning home
from the front were unable to find work. As a result of inflation, the
cost of living had risen to six times the pre-war level. To add to the
general economic discontent there was considerable political resentment - which was strongest amongst the middle classes. The fact
that Dalmatia was turned over to the newly created state of
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Jugoslavia was taken as a “mutilation” of the Italian victory. It was
felt that Italy had been cheated by its allies. Furthermore, the rise
of the socialist movement seemed to pose a threat to the middle
classes. The socialists themselves had acquired new confidence
following the success of the Russian revolution. The result was
extreme political polarisation.

The fascists justified violence as a necessary means to restore
order. The newspaper “La Gazzetta dell’ Emilia” wrote in April 1920
that “fascism came as a natural and inevitable reaction to those
places where there was no longer any respect for the law (...) It is
right just as it is logical that the fascists should organise themselves
in order to stop the revolution.” (Francia/Muzzioli, p. 88) The fascist
attacks on the co-operative movement partly also found the support
of the middle class local press. (M. Franceschelli, p. 85 ).

Throughout 1919 and 1920 in the so-called (Biennio Rosso) the
whole country was in a state of unrest with strikes, illegal occupation
of territory, and in some regions almost civil war.In 1921 the left
wing of the socialist party broke away to form a pro-bolshevist
communist party.
The attitude of the Lega Nazionale towards political questions
again appeared ambivalent: officially it declared itself to be politically neutral, but at the same time it demanded the socialisation of
production facilities. In practice the Lega was not opposed in any
way to trade with the Russian bolshevists but on the other hand it
was taking measures against internal communist infiltration and
was opposed the idea of the dictatorship of the proletariat. Conservatives and nationalists feared that the bolshevist revolution might
spread to Italy as it had to Hungary and Bavaria. Thus the “Fasci di
combattimento” formed by the former socialist, Benito Mussolini,
found many members and supporters. The Fascist Party, founded in
Milan in 1919, was supported by war veterans, unemployed, but also
by the lower middle class and factory owners as a means to keep the
“red danger” in check.
The co-operatives belonging to Lega Nazionale soon found themselves also to be a target for fascist attacks. In 1921 “La Cooperazione Italiana” reported that 198 co-operatives - mainly in the Po Valley
region - had been attacked and plundered by fascists between
January and June of that year. There had even been cases of killings.
The International Co-operative Alliance in 1921 condemned these
acts of violence, but to no avail. The Lega Nazionale leaders shared
the view of many others that fascism was nothing more than an
ephemeral phenomenon. It was only later, when it was already too
late, that they saw the real danger. By then they had only the choice
of either going into exile or submitting to the inevitable - which
meant abandoning the Lega.
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In 1921 the fascists decided to form their own co-operative
organisation, the “Sindicato Italiano delle Cooperative”. Following
their “March on Rome” in 1922 they had the administration entirely
within their power. But despite the hopes which many co-operators
had had, that as soon as order had been restored the violence would
come to an end, the contrary proved to be the case. In 1922 the
fascists launched a second wave of attacks on co-operatives. This
time the catholic co-operative movement was not spared either.
Even appeals by both Vergnanini and Baldini, who had a personal
meeting with Mussolini in the hope of obtaining a more tolerant
treatment of the co-operatives, failed. Many co-operative managers
known as not being loyal to the government were “persuaded” to
resign, were not re-elected, or were removed by the local prefecture.
Finally even “La Cooperazione Italiana” - meanwhile reduced to four
pages - in its issue dated 2.3.1923 advised co-operative members to
submit to fascism rather than forfeit the work of decades.
The fascists did not intend to destroy the co-operatives, their aim
was to bring them under government control. Thus not the external
form, but rather the idea of democratic control from the bottom was
to be destroyed. Perhaps not to be overlooked in this context is the
fact that the fascists relied to a considerable extent on the natural
competitors of the co-operatives - the small private traders - as
political clientele. Indeed, many co-operative shops were turned
over to private traders by the fascists.
With the object of preventing even worse, representatives of the
Lega Nazionale and the Confederazione met with leaders of the
Sindicato in 1924 and agreed to set up a joint parent organisation,
the “Confederazione Generale della Cooperazione Italiane”. Howe-
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ver, the fascists were in the minority in this new structure, and the
leaders of both the Lega and the Confederazione refused to give up
their independence. For this reason the Duce did not give his
approval for the foundation plan and instead passed a decree in 1924
requiring that the co-operatives come under the supervision of the
local authorities and could be dissolved at their discretion.

of the middle classes and the salaried employees. This new trend was
particularly noticeable in the smaller towns. It brought about a
structural change which began to become even more pronounced
after the war.

The reconstruction of the co-operatives as ordered by the fascist
government provided for three different company types:
1. joint stock companies
2. co-operatives as per the Austrian co-operative law dated 9th
April 1873
3. companies under state control.
On 14th November 1925 the Lega Nazionale - meanwhile reduced
to 600 member co-operatives - was disbanded on the orders of the
Milan prefecture. It had been alleged that the Lega was indulging in
anti-national activities with the aim of undermining the government and its institutions.
In 1926 the “Ente Nazionale della Cooperazione” was set up to
absorb all the co-operatives. The “white” (catholic) and “red” (socialist) co-operatives had to adapt somehow and at least pay lip service
to fascism. This often led to an unusual kind of coexistence between
fascist leaders and left-wing minded members. But political opposition remained alive at least in some of the co-operatives; in EmiliaRomagna in particular the co-operatives supported the resistance
fighters.
From the purely business point of view, the “Ente” proved to be
quite a success. Starting with 7,131 member co-operatives in 1927,
it built this number up to 14,578 by 1942. Speaking in retrospect, the
co-operative leader, Briganti, said: “What is certain is that the cooperative movement, though deprived of its socialist spirit, flourished strongly under the regime.” (Earle p. 29) The change which the
fascists brought about in the social basis of the co-operative is
described by Italian historians as “deproletarianisation” and “interclassism”. Parallel to their breakaway from the workers the cooperatives began to receive an influx of new members from the ranks
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In the wake of the world-wide economic depression of the late
1920’s many banks found themselves in difficulty. The catholic
Credito Federale Agricolo, which coordinated the rural savings
banks, was also left foundering and had to be wound up in 1929; only
one thousand or so savings banks survived the crisis. The Banca
Nazionale delle Lavoro Cooperative had to be recapitalised by the
state and consequently became a public bank although it did retain
its own special section for co-operative credit. Today it is one of the
biggest commercial banks in Italy and it still grants loans to cooperatives on preferential terms.
As the war was drawing to a close, Mussolini again turned to the
co-operatives and in the midst of his crumbling empire wrote an
article in a co-operative publication portraying the important role
which the movement would play in a socialist future. But nobody
took him seriously any more. Southern Italy had been liberated in
the meantime and the first free co-operatives were already working
there.
2.

THE POSTWAR YEARS AND THE COLD WAR

The Italian economy suffered badly as a result of the Second
World War. Entire industries were in ruins, towns bombed to the
ground, transport and communications had ceased to function. Just
as was the case after the First World War, the Italian co-operatives
- or at least those which had survived the years of oppression and
instrumentalisation of fascism - were to play an important role in
restoring the country to normal life. Indeed, the co-operatives had
years of experience in the public works sector, and in view of their
democratic and charitable principles seemed an ideal alternative to
the authoritarian fascist regime. (cf. R. Jochimsen, p. 244 et seq.)
The co-operatives also enjoyed support at parliamentary level,
and from all political parties. Article 45 of the new constitution
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expressly recognized the co-operatives and their non-profitmaking
objectives, and also declared that co-operatives were to be encouraged. (cf. Chapter 4.3).

below reestablished. On the other side were the central authorities.
They were determined to reestablish the conditions of the political
and administrative system which was very highly centralised.”
(Francia/Muzzioli, p. 137)

In 1946 a lobby of members of parliament from all political parties
began petitioning in the interests of the co-operative movement.
Shortly afterwards, under A. Basevi, himself a co-operator of some
standing, a directorate for co-operative affairs was set up in the
Ministry of Labour and Social Welfare. The “Basevi Decree” regulated the registration and supervision of co-operatives, and was also
designed to prevent the setting up of pseudo co-operatives.
Between September 1944, when southern and central Italy were
liberated, and September 1946 a total of 9,000 co-operatives began
operating (again) throughout the country with the result that by
1949 the size of the movement had reached 23,000 co-operatives
with a total membership of between 4.5 and 5 millions.
Immediately after the end of the war Italy experienced a tidal
wave of new foundations unique in Europe. The northern and
central regions of the country were particularly involved here, but
the economic results did not always come up to expectations (cf.
Table 3).
Franzia/Muzzioli describe these events as seen in Emilia Romagna as follows:
“Throughout the summer and autumn of 1945 dozens of cooperatives were founded under the inspiration of the prewar traditions. But in many cases co-operatives were set up in places where
there had never been one before. Local lack of experience caused
many difficulties in the initial phase of such co-operatives.” (Franzia/Muzzioli, p. 150)
The difficulties with which the consumer co-operatives had to
contend in those immediate postwar days were partly of a politically
inspired nature:

But the political unity of the democratic resistance front did not
remain intact for long at national union level. The catholic Confederazione reinstated itself as early as 15th May 1945 and thus all
hopes of a national co-operative union were dashed. The catholics
did not respond to an invitation from the leaders of the Lega
Nazionale to attend a meeting a few days later, and so the Lega set
about reconstructing its own original left-wing liberal political
spectrum and held its first postwar congress in Rom in September
1945.
The initially favourable political climate proved to be of only short
duration also. The effects of the Cold War and the general fear of
communism which had spread throughout the western world soon
made themselves felt in Italy. In the January of 1947 G. Saragat and
his supporters left the socialists to form their own social democratic
party and thus distanced themselves from the communists and leftwing socialists. In the February of 1947 the peace treaty with Italy
was signed and in the following May Prime Minister De Gasperi
expelled the socialists and communists from his coalition government.
The Lega Nazionale itself was troubled with internal squabbling
and political tension amongst the socialists, the communists, and
the republicans. Ties between co-operatives and political parties,
between their members and leaders were very strong. Very often
there were personal links with co-operative officials doubling as
party officials at regional or national level. The communists managed to overthrow the Lega president, Canevari, at the congress held
in Reggio Emilia, and were in turn accused by the other political
fractions of making the organisation an instrument for the achievement of their own political ends.

“Two opposing trends were at loggerheads in the movement at
this time. On the one side were those organisations which had
supported the resistance during the war, and which wanted to see
various forms of autonomy, self-regulation, and democracy from
840
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Table 3:
NUMBER OF CO-OPERATIVES BY ORDER OF YEAR OF
FOUNDATION
no answer
number
Piedmont
Valle d‘Aosta
Lombardy
Trentiono A.A.
Veneto
Friuli V.G.
Liguria
Emilia
Northern Italy

1
1
1
1
2
6

Tuscany
Umbria
Marches
Latium
Central Italy

-

Abruzzo
Molise
Campania
Puglia
Basilicata
Calabria
Sicily
Sardinia
Southern Italy

-

Italy

until 1940

%

number

0.3

60
1
347
71
33
16
14
542

-

72
2
17
91

-

1
1
2

6
0.2 %

635
26.2 %

%

1941-1950
number

28.5

42
1
370
47
17
9
149
635

21.8

105
12
15
7
139

2.0

1
1
3
1
1
2
2
9
785
32.4 %

%

1951-1960
number

33.3

15
77
1
20
7
5
135
260

33.3

39
3
7
3
52

8.9

1
1
2
2
1
9

1961-1970
%

13.7

15
64
3
9
2
10
74
177

12.4

20
3
8
6
37

9.9

1
1
3
6

319
13.2 %

Source: CESCOM/IRM 1983

“The 236 delegates attending the 21st Congress of the Lega
Nazionale (Reggio-Emilia 15th-16th July 1947) were made up of 141
communists (58.2 per cent of the total), 62 socialists (25.6 per cent),
14 social democrats (5.8 per cent), 5 republicans (2 per cent), one
member of the “Partito d’Azione” (an organisation which originated
from the Resistance - author’s note) and 13 independents (5.4 per
cent). The reformist elements of the labour movement, which had
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number

220
9.1 %

%

since 1970
number

9.3

22
74
2
25
10
14
136
283

8.8

38
9
38
14
99

5.9

3
9
21
9
1
25
3
75
457
18.9 %

%

total
number

%

14.9

155
2
933
6
173
70
54
510
1,903

100.0

23.7

274
29
85
30
418

100.0

74.3

3
6
14
25
10
5
30
5
101

100.0

2,422
100.0 %

dominated the Lega for two years, were very much in the minority
at this conference, and the socialists for their part saw their own
chances of regaining the leadership of the co-operative movement
slipping away.” (Francia/Muzzioli, p. 190)
Silvano Bensasson, member of the Central Committee of PCI
commented later that this situation was a original in Europe: “A
Marxist-Leninist party was the driving force behind a co-operative
movement under a capitalist government.” (S. Bensasson, Relazione
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al II. Convegno del Cooperatori Communisti, Roma 13.-14. Feb.
1949, Roma, 1949) Internal tensions within the Lega Nazionale
finally led to the breakaway of a group of social democrats and
republicans who went on to form a third co-operative central,
“Associazione generale delle Cooperative Italiane (AGCI) in 1952.
Co-operatives from Emilia Romagna formed the hard core of the new
organisation, and they were to attract co-operatives of all types and
from all regions to their ranks with the result that after 10 years of
existence AGCI had the requisite number of 1000 member cooperatives to obtain government recognition.

Consequently the Lega found itself forced to withdraw from public
life as far as possible and took up a defensive position - in which it
was to remain until 1962. However, towards the end of the 1950’s the
government crack-down on the co-operatives began to ease up
slowly.

The Lega Nazionale found itself becoming more and more embroiled in political troubles as the years went by. When the Christian
Democrat, M. Scelba, became prime minister in 1954 his particularly repressive anti-communist government launched a vicious campaign against the Lega. Towards this end Scelba was able to exploit
the “Basevi-Decree”, which was originally intended to protect the cooperatives by providing for government regulation. But Scelba used
it as a means to exert government pressure. A decree issued by the
Council of Ministers on 14th December 1954 called upon the public
organs to intensify their supervision of the co-operatives in order to
determine in which societies the spirit of co-operation had been
betrayed and the co-operative structure was being abused as an
instrument towards political ends. (cf. Francia/Muzzioli, p. 218)
Many of the Lega co-operatives were subjected to strict auditing
of their tax returns or placed under the management of government
commissions; some lost their license to trade, others were even
forced into liquidation. The burden of having to be absolutely correct
in bookkeeping matters - which was inflicted more heavily on the cooperatives than on the private traders - often entailed competitive
disadvantages:
“In contrast to the private traders and the other co-operatives, the
“Alleanze” could not operate effectively because the supervisory
authorities checked the organisation very closely. Whilst the majority of private traders succeeded in evading both the official price
controls and the general wholesale purchase tax, the “Alleanze” had
no choice but to stick rigidly to the rules.” (Francia/Muzzioli, p. 155)
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“In the second half of the ‘fifties the repressions began to lose some
of their bite and there were even events which can only be seen as
having been between funny and grotesque.” (Francia/Muzzioli, p.
226 et seq.)
At the same time the communist party had reconsidered its
position and was now showing a tendency to keep politics out of the
co-operatives. A committee called together by the communists in
1956 decided for the first time that inherent and technocratic
necessities of the co-operatives were important also. Co-operatives
should not be regarded exclusively as human communities but also
as business organisations with their own technical and administrative problems.
The economic development of the co-operatives during that period
was determined by two factors in particular:
-

backwardness of the retail trade structure
political involvement

Compared with its counterparts in other European countries, the
retail trade in Italy was way behind in its structural development.
Up until the beginning of the ‘sixties the number of shops had been
steadily increasing in an effort to catch up with this backlog.
Between 1951 and 1962 the number of retail grocery shops
increased by 21 per cent from 316,000 to 385,000. In 1951 there was
one grocery shop per 150 inhabitants, but by 1961 it was one per 130
inhabitants. (cf. Francia/Muzzioli, p. 272)
Many co-operatives were in difficulty because of their low volume
of trade and high volume of credit allowed to members.
The organisational development of the consumer co-operatives
was often also hampered by the close relationships maintained with
other sectors of the co-operative movement:
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“In the 1950’s, and even later, the consumer co-operative movement paid scant attention to distribution costs and devoted too much
effort to the purchasing side - particularly the purchasing from
productive co-operatives.” (Francia/Muzzioli, p. 248)

“L’Unità” dated 19th December 1954 reported e.g. that in the
province “many section leaders see in the co-operative movement
only an instrument for the financing of the democratic movement or in the case of the co-operative movement in rural districts - as
some kind of appendage of the trade union.” Commenting on the
nature of this financing, the report continues: “payments to the PCI
or the socialist party are partly effected in the form of subscriptions
to election or peace campaigns, and partly as contributions for the
cost of building a “People’s House” in which the co-operative shares
rooms with a left-wing party and the trade union.” (quoted after
Francia/Muzzioli, p. 278)

On the other hand, the political-organisational unity of the Lega
(as opposed to economico-sectorial units) was the corner stone of the
communist conception of the co-operative sector. This idea stood in
direct opposition to the processes of sectorial concentration and
rationalisation.
The mistrust which the leftwingers and the PCI had of the
Consorzi and their “vertical “ structures was expressed by Agostini
Novella at the PCI Congress in 1949: “We must point out the danger
that the Consorzi, the central business organisations as such, are
going to take over the leadership of the Italian co-operative movement, and that their development will weaken the leadership
functions within the Lega. This is a very serious danger. Our
comrades have already told us that no organisation like the Lega
exists abroad, in the capitalist countries (Sweden is probably meant
here - author’s note). There you only have economic central organisations - and these Consorzi are virtually the same - which encompass everything and manage the different sectors of co-operation at
national level. This is a situation which - among other factors explains to a very great extent the reformist orientation of an entire
movement and the total of the services which the co-operative
movements provide for the capitalist governments.” (Francia/Muzzioli, p. 256)
At the 1948 PCI Congress the co-operative leaders were told
“there is an anti-co-operative mentality amongst the competent
managers and in some cases it would be better to appoint somebody
who knows less but who shows the passionate loyalty which the more
capable person does not have.” (Moruzzi, p. 101)
Further more the consumer co-operatives were financially burdened with the more or less direct subsidies which they paid into party
funds because communist co-operative leaders often regarded them
as little more than providers of cash.
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3.

THE EXPANSION PHASE

3.1.

THE 1960’S AND EARLY 1970’S

Italy’s recovery from the war was more or less completed by the
beginning of the 1960’s. The country’s economy was booming and the
people were living in relative prosperity. The consumer co-operatives in particular were sharing in this new wealth.
Politically the climate had also improved considerably. In 1962
the socialists terminated their alliance with the communists and
instead gave their support to a left-of-centre government which they
were later to join as coalition partners. This government put forward
a plan for the development of the national economy (but did not have
much success with it). Government policy regarding the co-operatives was not exactly one of active encouragement, but could no
longer be described as being negative.
The improvement in the political climate was reflected within the
Lega Nazionale. On the occasion of its 26th Congress (1962) the
latter abandoned its defensive attitude and opened its doors to other
political opinions and other social groups also.
Up until the ‘fifties the small private traders had been regarded
exclusively as competitors who sought to prevent co-operative expansion by lobbying for political support.
For example, it is reported from Modena that even left-wing local
authorities were not always ready to support the co-operatives:
“Relations with the local authorities in Modena have cooled off to
such an extent that the municipality refused to grant four cooperative shops a license to sell meat - and this because the authorities did not want to jeopardise friendly relations with the private
butchers.” (Francia/Muzzioli, p. 335)
The resolutions now passed demanded (following the political
strategy of the anti-monopolistic campaign) an opening for the
middle classes, artisans, small traders, and in fact all levels of
society ready to join forces against big capital.
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“At the beginning of the ‘sixties many co-operative leaders had
come to the conclusion that the co-operative movement had exhausted the potential of its traditional supporters and that a revitalisation could be achieved by appealing to certain levels of the middle
classes on a co-operative basis. This effort should be directed at those
members of the middle class who were suffering from monopolistic
developments.” (Francia/Muzzioli, p. 360)
At the co-operative congress in 1962 many interventions were
made expressing the opposition between democracy and member
relations on one hand, and business efficiency on the other.
As the movement expanded the contradiction between co-operative democracy with its ideological loyalty and the need to adapt to
the changes of a growing market became increasingly more pronounced. In this latter context the puritanical attitudes of the labour
movement had the effect of weakening the consumer co-operatives
at times.
This came to a head in connexion with advertising, for example,
which was condemned even in the late ‘seventies as “psychological
bombardment which destroys the transparency of the market itself”
(Capalbo/Scaramucci, p. 8). The co-operative should represent a
place at which “a correctness of relationships and a permanent
habitually rooted meticulous exactitude is to be found. The consumer should be able to feel himself well protected and assured
there.(“tutelato”).”
Modern methods of distributing goods to the consumers slowly
began to infiltrate into Italy with the beginning of the 1960’s.
However, the spread of these new technologies was hampered
initially, particularly in the case of non-food products. The reason for
this was to be seen in the high capital tie–up and slow turnover rate
in the non-food sector. The main difficulty holding up developments
here, according to Ivano Barberini, was that these products were
being introduced in small shops which were not suitable for the
purpose:
“During the first half of the ‘sixties there was a tendency to
establish semi self-service shops having 100m2 sales space half
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devoted to groceries and half to non-food products. There were no
specially trained personnel in the non-food department, there was
no real choice of goods, the goods themselves became a dirty, and the
stock turnover was too slow. After 1964/65 the non-food articles had
to be removed from the smaller and even medium-sized shops. This
experience was later profited from by the Super-Co-ops who were
able to learn from it, but in many other parts of the country, where
such experience had not been gained, there were no Super-Co-ops.”
(Francia/Muzzioli, p. 394 et seq.)

Table 4:

But even the Super-Co-ops (having 750m2 sales space) had problems of their own in the mid ‘sixties because smaller co-operative
shop units were not closed and these were detracting trade with the
result that the Super-Co-ops were initially running at a loss.

The average figure for our shops was given as little more than 2.1
assistants per shop compared with 4.8 in West Germany. The big
sales units such as departmental stores, supermarkets, uniprice
shops and the like accounted for roughly 18 per cent of the total retail
sales volume in the Common Market, but only 6.15 per cent in the
case of Italy and as much as 29 per cent and more in West Germany.”
(cf. Capalbo/Scaramucci, p. 54 et seq.)

The 1966 Annual general meeting of the Modena regional organisation, A.N.C.C., discussed the problems being encountered with
prepacked goods on the basis of a study conducted with 35 Super-Coops. This study revealed that the average sales spaces in Tuscany,
Emilia, and the rest of northern Italy were as follows:
Tuscany
Emilia
Northern Italy

340 m2
262 m2
256 m2

Reasons for the problems in the non-food sector were identified as
“inadequate management capacity” and “other objective reasons ,
e.g. the consumers show a certain tendency to do their daily shopping in the nearest shop.” (Francia/Muzzioli, p. 447 et seq.)
Up until 1965/66 the self-service and semi self-service shops
showed themselves to be no more productive on average than the
traditional type of shop. “The consumers were not happy with the
prepacked goods because they were not looked after properly.” Many
fruit and vegetable departments were running at a heavy loss.
This weakness was still very apparent in the Italian consumer cooperative movement right up until the late 1960’s. A comparison
with other European countries on the criterion of self-service shop
distribution gave the following table:
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Country

No. of inhabitants per
self-service shop
700
1,400
2,700
3,700
68,000

West Germany
Holland
France
Belgium
Italy

The following statistic shows the number of supermarkets with
and without food departments as well as the number of other shop
types in 1972:
Table 5:
SHOP SIZE DISTRIBUTION AS OF DEC. 31, 1972
(IN M2/1000 INHABITANTS)
Zone

Modena
Emilia
Italy
Nothern Italy

Supermarkets with
food departments
6.6
8.5
8.9
12.9

Supermarkets
without food
departments
10.7
15.7
18.7

Other shops

224.9
241.7
228.9

Source: Francia/Muzzioli, p. 342

The movement also suffered set-backs in its attempts to streamline the horizontal structures and achieve centralisation via Coop
Italia.
“Between 1966 and 1968 the co-operative movement devoted a
great deal of its energy towards the goal of establishing Coop Italia,
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but at the end of the decade the urgent necessity to setting the
unification process in motion again was clearly seen as an absolutely
essential prerequisite if the individual selling points were to be
effectively reformed. But unfortunately there was no lack of resistance.” (Francia/Muzzioli, p. 482)

and ways of life were still firmly established. In many cases the
Confcooperative paid tribute to a typically Italian tendency - and one
which may lead to economic difficulties - to regionalise and
fragmentise and overdeveloped the regional organisation network,
for example.

Some regional alliances were opposed to the idea. For example, it
is reported from Modena:

The next years were to bring an end to the Italian “economic
miracle”. International developments touched off serious economic
crises in Italy, and these were made all the worse by political
conflicts and weak governments incapable of taking decisions.
Political life became marred by scandals and corruption cases,
terrorism from both the right and the left spread fear.

“At that time the question of Coop Italia came up and the Modena
regional alliance spoke out against a direct takeover of shops by
Coop Italia in 1966. However, they were in the minority at national
level because the A.N.C. C. meeting of co-operatives in 1967 voted in
favour of the founding of Coop Italia.” (Francia/Muzzioli, p. 466)
For the catholic Confcooperative, too, the period between the end
of the war and 1975 was one of reconstitution and consolidation
which resulted in their being able to develop their organisational
structures as well as their financial backbone, the Casse rurali
network.
In contrast to the Lega Nazionale, the politically homogeneous
Confcooperative was not troubled with internal political quarrels
because all the catholic co-operatives were tied to the same Christian Democratic party. A further characteristic of this co-operative
central organisation was (and still is) its preference for smaller,
more transparent units with 2-300 members, all of whom know
eachother, and who can participate in the day-to-day business of the
co-operative. These co-operators attach greater value to solidarity in the sense of Christian social ethics - and mutual aid, so that the
catholic co-operatives’ organisation - compared with the Lega
Nazionale - did not come under the same pressure to expand and was
thus able to avoid many unwise investments. However, this applies
only to the commercial aspects, not to the financial sector, which was
to be shaken by a corruption scandal in the ‘eighties and subsequently found itself in a serious crisis situation.
The social basis of the Confcooperative was essentially the same
as that before the Second World war, namely in rural areas and in
the underdeveloped regions of the south where traditional thinking
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But for the co-operatives and their unions this was to be a phase
of expansion and growing social recognition. In contrast to the crisisweakened private firms and the scandal-tarnished nationalised
sector, the co-operatives of all types emerged as a third sector of the
economy which showed promise of making a sizeable contribution
towards solving such national problems as unemployment and the
underdevelopment of the “mezzogiorno” south.
3.2.

FOUNDING OF THE UNCI

In 1975 a fourth co-operative central body -”Unione Nazionale
Cooperativa Italiana” (UNCI) was founded. During the four preceding years it had succeeded in gaining the support of 2,700 cooperatives and thus claimed government recognition which was
granted. The three other already existing organisations immediately registered their protests at this granting of government recognition on four counts (Earle, p. 62 et seq.):
1. UNCI had in effect only 1,055 member co-operatives, including
919 house building co-operatives, and was thus one-sidedly
restricted to a single sector.
2. Of the said 919 house building co-operatives, 417 - according to
their own statutes - were expressly established with the purpose
of obtaining preferential treatment from the Ministry for Public
Works, and thus do not come within the competence of the
Ministry of Labour in the context relevant to the co-operatives.
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3. Many of the house building companies were in fact illegal, with
440 of them not even being registered and others being only
pseudo co-operatives. For example, 289 co-operatives in Naples
all had the same address.

succeeded in building up a spectacular co-operative business empire
with an urge to expand which resulted in its spreading over both
regional and national frontiers.

4. The organisation in its entirety was highly incompetent and
dubious.
Since the UNCI was a product of leading Christian Democratic
party officials and members of the Christian Democratic government it was suggested that UNCI was nothing more than a clientele
instrument of a fraction of the Christian Democratic party causing
an unnecessary splintering of the co-operative movement and bringing it more harm than good.
Following these protests, government financial grants to UNCI
were temporarily suspended with the result that a series of house
building co-operatives landed in financial difficulties and some even
had to go into liquidation. With the passage of time, however, the
uproar died down and one of the UNCI leaders, Foschi, even changed
sides to join the Confcooperative where he was also given a leading
position.
In June 1980 the protests of the three other parent organisations
were declared to be void by the Latium Administrative Court
because they had not been pursued any further within the prescribed period of two years. However, legal recognition of UNCI was
annulled by a decree issued by the Ministry of Labour in the October
of that same year. This prompted UNCI to lodge a further protest
with the Administrative Court in Latium and on January 5th 1981
the court decided in favour of UNCI. In 1983 UNCI was finally
admitted to the Central Cooperative Committee at the Ministry of
Labour.
3.3.

THE CO-OPERATIVES IN EMILIA-ROMAGNA

There were still considerable regional differences in the development of the co-operative movement. The strong co-operatives in
northern and central Italy dominated the scene. The region EmiliaRomagna, the first region in Italy to have a communist government,
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Towards the end of the ‘seventies the Lega could boast of having
85,000 employees in the Emilia-Romagna co-operatives. The cooperatives in this region controlled 11 per cent of all trade and
industry in the region, 33 per cent of all agricultural and fisheries,
and 37 per cent of the building trade. Mammoth productive cooperatives such as Coop Muratori e Cementisti in Ravenna - with
3,400 employees - took on major projects in the south of Italy and
also in developing countries. It set up affiliates in Tuscany, in the
south of Italy, in Mocambique, Somalia, Tanzania, and Algeria, and
also had representatives in Brussels, Moscow, and a number of
capital cities in Eastern Europe.
The communist Lega president, Vincenzo Galetti, made efforts to
win better recognition of the co-operatives within the communist
party - whose leaders had hitherto regarded the Lega as an important instrument in the political power game, but had personally
distanced themselves from the “capitalistic” big co-operatives.
3.4.

THE LIMITS OF EXPANSION/THE DUINA AFFAIR

The unrestrained expansion drives of some co-operatives finally
brought them more and more up against internal organisational and
economic limits.Co-operators from Tuscany and the south complained increasingly about the capitalistic business policies of the
big co-operatives in Emilia; many financial rescue operations in
industry turned out to be unwise investments and a number of
supermarkets had to close down because of the unsuitability of their
locality. To add to the trouble, trade union conflicts no longer drew
a line at the co-operatives.
Tensions came to a head in 1978 with the Duina affair - which
forced Galetti to resign and severely shook the general confidence in
the integrity of the co-operatives. In the July of 1977 Galetti and his
deputy, the socialist, Luciano Vigone, decided to buy out the Milan
steel trading group, Duina, and thus make the Lega a wholesale
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supplier of steel which would also supply the building co-operatives.
The Duina Group chairman and major shareholder, Vittorio Duina,
knew Galetti personally from a Milan football club, and being in
financial difficulties, Duina offered Galetti the option on 100 per cent
of the Duina Tubi share capital, 70 per cent of that of Duina
Laminati, and 30 per cent on that of Duina Siderurgica. These three
companies traded in steel pipes, steel sheet, and steel respectively.
The Duina Group with its 1,500 workers rated alongside the stateowned steel-trading company, Sidercomit, as leaders in the trade
and marketed the total output of the state-owned steel pipe production company, Dalmina amongst others. Since, however, the Lega as
a non-profitmaking organisation could not be a shareholder in such
an enterprise, Galetti founded Fincciaiel as a holding company for
the Duina portfolio; payment was to be tendered part in cash and
part through the yield from the shares. Galetti had already arranged
for people whom he could trust to be elected to the Duina supervisory
board and the Lega had already agreed to stand guarantee for a
multi-billion loan from Schweizerische Kreditanstalt to Duina when
the whole transaction was brought to a standstill. Suddenly Galetti
- who may possibly have foreseen the risk of heavy losses - negated
the legality of the contract which he had signed with the immediate
result that a growing number of banks lost all confidence in Duina
and the latter slumped into serious financial difficulties.
Galetti himself was not to escape the serious consequences of his
actions once details of the affair became known. Together with his
vice-chairman he was forced to resign. Throughout Italy the Lega
Nazionale was in an indignant uproar level when the news of this
dubious affair broke out. The co-operatives in Toscana went as far as
to threaten with their withdrawal from the Lega. “We want nothing
to do with the speculations being made in the north” the co-operators
south of the Apennines protested, “and we refuse to be trampled over
by those people up there.” (“Die Zeit” dated 31.3.1978)
Galetti’s successor, Valdo Magnani, explained that the first step
would be to sort out the red figures and in future to be more careful
with plans for expansion,
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3.5.

THE CONFCOOPERATIVE CRISIS

Whilst the Lega Nazionale got on with the business of successfully
reorganising its modernisation strategies after the Duina scandal in
1978, the catholic Confcooperative had its own serious organisation
crisis to battle with in the early ‘eighties. It all began with another
corruption scandal, but in this case in the finance sector.
As already outlined, the catholic co-operative movement could
rely on considerable financial support from the Casse rurali network. Under the guidance of Enzo Badioli this had undergone rapid
development during the ‘sixties and ‘seventies and had been extended to include central institutions.
Badioli, president of Federcasse, the federation of rural savings
banks, had founded ICCREA, the central institute of the Casse
rurali, in 1963, and as Confcooperative began to acquire greater
organisational and political weight in the ‘seventies in particular,
this proved to be an important backing for the banking network. It
coordinated central services and provided technical aid and knowhow to enable the hitherto ineffective small banks adapt to modern
banking practice. In 1975 Badioli, himself a former party secretary
in the Christian Democratic party and activist in the Azione
Cattolica, became president of Confcooperative. From this exalted
position he continued to build up his financial empire and seemingly
lost sight of the demarcation between legal financing measures and
illegal private transactions.
Although some voices had been raised within the organisation in
criticism of his style of management back in the ‘seventies, the worst
fears were confirmed when inspectors from the Bank of Italy made
a routine check of the ICCREA books. It transpired that Badioli had
used his position of power to join other businessmen in founding a
private bank in Canada. In effect, therefore, he was using the cover
of the co-operative to drain capital in grand style. As if that were not
enough, he was demasked as a member of the P2-Lodge in 1981 and
finally ousted as Confcooperative president in 1983. The following
year he had to resign from the presidencies of the Federcasse and
ICCREA, but was not expelled from the movement. Instead he
became president of the Casse rurale in Rome.
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“It would be unfair to single out Badioli for blame, however, “
Earle points out (p. 47 et seq.) because “he had grown up and
operated in a system of catholic financing that, to say the least, was
often lax in its standards of rectitude.”
But the Badioli affair was not the end but rather just the
beginning of the crisis for the catholic co-operative movement. In
1983 the Milan-based finance company, Finco-op found itself in
serious difficulties after having overstretched its limits in providing
credit for building co-operatives. IFIC - Instituto Financiario Italiano per la Cooperazione - came to the aid of Finco-op and this resulted
in both having to go into liquidation.
When the crisis broke loose, Confcooperative appointed a commission of five “wise men” to investigate events which had led up to the
crisis and the causes of these events. Their findings: A great number
of initiatives had been launched, a complex web of interests had
developed, authority and power had become concentrated in the
hands of a few. This had led to a confusion of duties and functions,
of persons and companies, and in some cases to a loss of control.
Confcooperative had become involved in private financial deals and
consequently lost credibility in the eyes of the public and in those of
the government authorities. Many of the members became uneasy
and lost confidence in their co-operative.
“There has been megalomania, there has been incompetence in
management, there has been a lack of professionalism.”Badioli’s
successor, Mengozzi admitted at a press conference in 1984. “We are
still suffering from the impact of these errors.” (quoted according to
Earle, p. 48)
Indeed, the Badioli affair and the collapse of two important
finance institutes brought more than just a loss of image for Confcooperative. They also meant a considerable financial burden for the
next years. An arrangement was negotiated with 38 creditors to
allow for a moratorium on the debts, and a repayment schedule was
drawn up. Member co-operatives were obliged to make a capital
contribution, the administrative staff was cut back, and the organisational structure in general was streamlined. By 1985 Confcooperative had the worst behind it and was on the way to financial
recovery.
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4.

THE CONSUMER CO-OPERATIVES IN THE 1980’S
(In the English translation the sections dealing with taxation and
financing of the co-operatives have been omitted)

4.1.

DISTRIBUTION AND ORGANISATION

Despite government aid from many directions, the co-operatives
could only account for a 2.75 per cent share of the retail market in
Italy in the year 1979 (cf. Dall’Osto/Lugli, p. 40 et seq.).
Table 6:
CO-OPERATIVE SHARE OF THE RETAIL MARKET IN
VARIOUS COUNTRIES
France
Germany
Great Britain
Italy
Finland
Norway
Sweden
Denmark
USA
Japan

4.3
7.0
6.0
2.7
37.0
25.0
21.0
19.0
0.5
1.4

1978
1978
1983
1979
1976
1976
1976
1976
1976
1976

Source: CESCOM/IRM 1983

26.2 per cent of the co-operatives were founded prior to the year
1940, 32.4 per cent came into being between the years 1941 and
1950, 13.2 per cent between 1951 and 1960, 9.1 5 in the ‘sixties, and
18.9 per cent after 1970. (cf. Chapter 2)
According to the official statistics of CESCOM/MINLAV, in the
year 1983 there were 1,913 consumer co-operatives and 508 cooperative shops and associations throughout Italy. The regional
distribution is given as 78.5 per cent in northern Italy, 17.2 per cent
in central Italy, and 4.2 per cent in the south - thus the picture is still
a very inhomogeneous one (cf. Table 7).
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Table 7:
REGIONAL DISTRIBUTION OF CO-OPERATIVE TRADE/
CONSUMER CO-OPERATIVES AND SALES UNITS:
Consumer cooperatives

Co-operative shops

Consumer cooperatives and cooperative shops

number

%

number

%

number

%

133
1
770
4
156
65
47
277
1,453

7.0
0.1
40.3
0.2
8.2
3.4
2.5
14.5
75.9

22
1
163
2
17
5
7
233
450

4.3
0.2
32.0
0.4
3.3
1.0
1.4
45.8
88.4

155
2
933
6
173
70
54
510
1,903

6.4
0.1
38.5
0.2
7.1
2.9
2.2
21.1
78.6

238
27
77
24
366

12.4
1.4
4.0
1.3
19.1

36
2
8
6
52

7.1
0.4
1.6
1.2
10.2

274
29
85
30
418

11.3
1.2
3.5
1.2
17.2

3
6
12
21
10
8
30
4
94

0.2
0.3
0.6
1.1
0.5
0.4
1.6
0.2
5.0

2
4
1
7

14
0.4
0.2
1.4

3
6
14
25
10
8
30
5
101

0.1
0.2
0.6
1.0
0.4
0.3
1.2
0.2
4.2

Italy
1,913
Source: CESCOM/IRM 1983

100.0

509

100.0

2,422

100.0

Piedmont
Valle d‘Aosta
Lombardy
Trentiono A.A.
Veneto
Friuli V.G.
Liguria
Emilia
Northern Italy
Tuscany
Umbria
Marches
Latium
Central Italy
Abruzzo
Molise
Campania
Puglia
Basilicata
Calabria
Sicily
Sardinia
Southern Italy

Paolo Dall’Osto and Giampiero Lugli (IReR Economia Politica
della Cooperazione di Consumo, Milano, 1984) see the reason for the
relatively poor distribution of consumer co-operatives in the restrictive trading politics of Italy, which tend to prefer the development of
closed and commission-basis consumer co-operatives. However,
such establishments offer an alternative purchasing opportunity to
a very limited number of consumers only.
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The trading scope of the co-operative shops is relatively restricted
with on average 1.79 sales units in the case of open consumer cooperatives, 1.17 for the closed, and 1.27 for the pre-order co-operatives.
43.3 per cent of the consumer co-operatives have between one and
four full-time assistants, the total turnover achieved by the cooperatives in 1983 amounted to 747 million lire (cf. Table 8)
Only 19.4 per cent of all active consumer co-operatives distribute
profits amongst their members. This distribution is usually effected
by handing over free-purchase coupons. The dividend idea was
gradually abandoned and instead price reductions were made for
certain classes of products. (cf. Table 10)
In Italy there are three operational forms or types of consumer cooperative:
-

the commission basis or pre-order co-operative
the closed co-operative
the open co-operative

Dall’Osto/Lugli (p. 17) describe the development of these three
types as the “evolutionary cycle” of the consumer co-operative.
(However, the cyclical character of this typology should probably not
be exaggerated. In addition to Dall‘Osto‘s and Lugli‘s own qualifications it has to be kept in mind e.g. that elements of pre–order co–
operatives have been successfully integrated into open co–operatives via the Japanese “Han”–groups). According to the Italian
authors the pre-order co-operative is the most rudimentary form of
co-operative trade. As its membership grows, and this growth
inevitably brings organisational problems with it, the pre-order cooperative develops into a closed co-operative with a full-time staff.
This development depends on the general status of the market and
the intensity of competition, and thus varies from one region to the
other. However, pre-order co-operatives may also continue to exist
because of psychological and social reasons - even in developed
economies and retail trade structures because under certain circumstances they are able to satisfy needs which are other than economic
in nature.
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Table 8:
SCOPE OF CO-OPERATIVE TRADING
average trading scope

Employees
0

Piedmont
Valle d‘Aosta
Lombardy
Trentiono A.A.
Veneto
Friuli V.G.
Liguria
Emilia
Northern Italy
Tuscany
Umbria
Marches
Latium
Central Italy
Abruzzo
Molise
Campania
Puglia
Basilicata
Calabria
Sicily
Sardinia
Southern Italy

num. %
79
1
346
5
46
20
23
352
872

1-4
num %
67
1
504
1
98
34
19
91
815

5-10

11-20

num. %
4
48
20
11
9
31
123

num. %
1
16
8
2
1
13
41

> 20

total

num. % num. %
4
155
2
19
933
6
1
173
3
70
2
54
23
510
52
1,903

average number of

total number of members

1,276
679
214
2,169
496
425
1,281
934

319
100
225
72
169
310
1,835
656
461

48,816
199
209,755
432
29,285
21,697
99,110
334,684
743,978

68
7
44
14
133

160
17
35
5
218

25
3
4
6
38

11
1
4
16

10
2
1
13

274
29
85
30
418

963
594
99
320
494

481
813
131
492
479

131,663
23,584
11,144
14,748
181,139

2
8
13
3
5
13
1
45

3
4
4
10
7
10
3
41

2
1
1
4
1
9

2
1
3

1
2
3

3
6
14
25
10
8
30
5
101

120
111
227
211
187
34
4,581
213
711

137
461
401
470
117
261
289
238
297

412
2,763
5,620
11,760
1,163
2,090
8,674
1,190
33,674

68 2.8 2,422

747

399

958,791

Italy
1,060 43.4 1,074 44.3 170
100.0 CESCOM/MINLAV 1983
Source:

7.0

60

2.5

The development step from closed to open consumer co-operative
is historically justified as a consequence of price competition from
the private sector. The initially considerable success of the consumer
co-operatives was largely directly related to the price advantages
which they could offer on the grounds of lower costs for personnel and
premises. When the private traders reduced their costs and prices
the closed co-operatives could only live with this competition by
developing into open co-operatives - and in doing so they lost their
original social character.
862

millions

members

“In contrast to the pre-order co-operatives, the closed co-operatives cannot survive where there is competitive trade because their
broader social basis becomes a handicap. The resultant restricted
availability of unpaid help and the problems of distributing such
help on a fair and just basis destroys the feeling of belonging to a
particular social group and the possibility to pursue goals other than
purely economic ones.” (Economia, p. 18).
The fact that this evolutionary cycle did not always run the full
distance in Italy, with the result that all three types of co-operative
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Table 10:

Table 9:

PROPORTION OF CO-OPERATIVES PAYING DIVIDENDS
BY REGION AND

AVERAGE NUMBER OF SHOPS
Open co-operatives Closed co-operatives

Pre-order cooperatives

Piedmont
Valle d‘Aosta
Lombardy
Trentiono A.A.
Veneto
Friuli V.G.
Liguria
Emilia
Northern Italy

1.36
2.0
1.49
1.69
2.65
2.03
2.45
1.95

1.06
1.00
1.21
1.13
1.00
1.36
1.84
1.23

2.34
1.00
1.00
1.00
1.45
1.36

Tuscany
Umbria
Marches
Latium
Central Italy

2.15
4.20
1.54
1.93
2.46

1.22
1.00
1.00
1.00
1.06

1.50
1.33
1.00
1.28

Abruzzo
Molise
Campania
Puglia
Basilicata
Calabria
Sicily
Sardinia
Southern Italy

1.33
1.00
1.17
1.46
1.00
1.00
1.25
1.33
1.20

1.75
1.00
1.00
1.08
1.00
1.17

1.00
1.00
1.00
1.00
1.00

Italy

1.79

1.17

1.22

Source: CESCOM/MINLAV 1983

are still to be found in existence, can be explained by differences in
the degrees of regional economic development and also in the
peculiarities of Italy’s trading laws.

Open cooperatives
number
Piedmont
Valle d‘Aosta
Lombardy
Trentiono A.A.
Veneto
Friuli V.G.
Liguria
Emilia
Northern Italy

%

Closed cooperatives
number

%

Both
number %

Pre-order cooperatives
number

%

29
119
38
35
30
251

34.1
16.2
28.1
63.6
16.6
20.5

8
1
8
3
8
16
44

21.6
100.0
6.7
12.0
61.5
5.9
9.1

37
1
127
41
43
46
1295

50.3
50.0
14.9
25.6
63.2
10.2
17.3

3
1
3
1
4
12

7.3
33.3
60.0
50.0
17.4
15.6

Tuscany
Umbria
Marches
Latium
Central Italy

47
8
21
2
78

24.2
40.0
45.7
11.8
28.2

4
9
1
14

10.0
34.6
17.0
18.4

51
8
30
3
92

21.8
33.3
41.7
13.0
26.1

1
1
2

11.1
20.0
8.7

Abruzzo
Molise
Campania
Puglia
Basilicata
Calabria
Sicily
Sardinia
Southern Italy

1
1
1
10
1
7
1
22

33.3
25.0
14.3
71.4
16.7
50.0
33.3
40.7

5
2
7

45.5
13.3
20.6

1
1
1
15
1
9
1
29

33.3
16.7
9.1
60.0
16.7
31.0
25.0
33.0

1
1
2

100.0
33.3
22.2

351

22.6

65

11.0

416

19.4

16

14.7

Italy

Source: CESCOM/MINLAV

The three types of co-operatives in Italy have different organisation structures. The pre-order co-operatives are organised in a
pyramid structure comprising:

The role of the central commissions is that of coordinating all
commissions, a common public relations policy, education, accounting, quality control, and also uniform pricing, contact with the
suppliers, and distribution of goods.

-

The sections enjoy a considerable degree of independence. They
look after the organising of section meetings, and also the election of
section representatives and responsible delegates. Furthermore,

central committees
sections
basis groups
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they take delivery of goods from the central warehouse, and are
responsible for section accounting. The lowest level in the pyramid
is the basis group comprising five to ten members.

appropriate entry made in the membership book. In effect, therefore, many a closed consumer co-operative is in fact open - but without
the necessary official approval.

In the pre-order co-operatives goods are purchased on mandate.
At periodic intervals “order forms” are distributed to members.
These forms feature the complete range of available goods, their
prices and descriptions. They are filled in by the members and
handed over to the section leader who in turn delivers them to the
section headquarters who then place the orders. Once per month the
members can collect the ordered goods from the distribution point.
Payment is expected in cash within 10 - 15 days after the receipt of
the goods.

“It is not possible to guess even at the extent to which this form of
abuse is being practised; however, the request submitted by the
traders’ organisations that the official approvals for closed cooperatives be extended is cannot be justified economically. Indeed,
the closed co-operatives together with the co-operative shops represent an important element in the activation of price competitiveness
considering the administrative barriers of the concession.” (Dall’Osto/Lugli, p. 49)

In the case of closed co-operatives, on the other hand, the goods are
purchased directly by the co-operative, stored, and then made
available to members on premises specially intended for that purpose - usually small shops.
Like the pre-order co-operatives, the closed co-operatives rely on
a certain restricted group of members for their trade. These members take an active part in the organisation of the co-operative and
in some cases help out on a voluntary and unpaid basis. But unlike
their pre-order counterparts, the closed co-operatives have full-time
employees for stockkeeping, purchasing and on the sales front.
A special feature of the closed consumer co-operatives is that they
allow members to purchase on credit - and in cases of hardship, to
delay payment for up to three months.
The opening hours for the closed consumer co-operatives are
determined by the members to suit themselves.
In the case of the open co-operatives the trend toward medium to
large sized sales spaces makes it necessary to adopt a mixture of
techniques for distributing goods to the members.
It is an easy matter to gain membership in a closed co-operative
i.e. simply by paying a modest admission fee (5 - 20,000 lire). Not all
co-operatives observe the requirements of the law (Article 2520 of
the Civil Code) which lays down that the admission of new members
should be confirmed by the administrative management and an
866

The extent to which another form of abuse, namely the setting up
of pseudo or fictive co-operatives, is being practised can be assessed
on the basis of the registration or failure to register with the
prefectures because the registered co-operatives are subject to
inspection by the Ministry of Labour, those which have not registered avoid such interference. On the basis of this comparison it would
appear that in Italy as a whole some 3,143 units and 5.5 per cent of
the consumer co-operatives are fictive co-operatives (cooperative
fittizie) (cf. Table 11).
The open co-operatives distinguish themselves from the other
types in that they also sell goods to customers who are not members.
Co-operatives of this type include the biggest and organisationally
well developed co-operatives found particularly in big towns and
economically developed regions in north and central Italy, and
which are organised into the big co-operative federations.
In all there are 583 units - roughly a quarter of all consumers cooperatives - which have declared themselves to be closed co-operatives; 109 of these (4.5 per cent) are pre-order co-operatives. 81.5 per
cent of the closed co-operatives are to be found in northern Italy, 12.8
per cent in central Italy, and 5.7 per cent in the south of Italy. 64.2
per cent of all Italian consumer co-operatives, i.e. 1,554 units,
describe themselves as open co-operatives. Of these 78.7 per cent are
in northern Italy, 17.8 per cent in central Italy, and 3.5 per cent in
the south (cf. Table 12).
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Table 11:
GENUINE AND PSEUDO CO-OPERATIVES (ACCORDING
TO PREFECTURE REGISTERS)
No answer
num.
Piedmont
2
Valle d‘Aosta
Lombardy
17
Trentiono A.A. Veneto
9
Friuli V.G.
Liguria
2
Emilia
17
Northern Italy 47
Tuscany
Umbria
Marches
Latium
Central Italy
Abruzzo
Molise
Campania
Puglia
Basilicata
Calabria
Sicily
Sardinia
Southern Italy
Italy

9
1
10

%

Registered
num.

%

Not registe- applied for
red
registration
num.

2.5

148
1
884
6
147
70
48
457
1,761 92.5

4
1
26
17
4
31
83
25
2
14
3
44

%

num.

4.4

1
6
5
12

%

total sum
num.

%

0.6

155
2
933
6
173
70
54
510
1,903 100.0

2.4

237
27
71
26
361 86.4

10.5

3
3

0.7

274
29
85
30
418 100.0

1
1
2

1.9

3
4
8
24
8
8
28
4
87 86.1

2
3
1
1
1
8

8.0

2
1
1
4

4.0

3
6
14
25
10
8
30
5
101 100.0

59

2.4

2,209 91.2

135

5.6

19

0.8

2,422 100.0

Source: CESCOM/MINLAV

One might be tempted to seek an explanation for the regional
concentration of the more advanced open co-operatives (most of
which are members of Lega Nazionale) in the north of Italy in a
regionally different interpretation of the Italian trading law (426/
1971) which restricts expansion in retailing. However, this hypothesis would be disproved by empiricism:
“The reasons for the different regional development of the open cooperatives are not due to the (legislative - author’s note) superstruc868

ture but rather to the socio-economic structure itself. The different
styles of living and consumer habits and also the different social
traditions of the centre and the south prevent a continuous development of the co-operatives based on traditional distribution methods.
At the same time, of course, the economic prerequisites for the
commensurate development of a modern and organised co-operative
along the lines of the model of a chain store are not there. The
entrepreneurial spirit (of private shop-keepers as well as of cooperatives) is to be seen in the means and efforts that are made to
overcome and avoid the obstacles which the legislator lays in the
path of the development of new initiatives. In other words: the
modern co-operative is sparsely represented in the central and
southern regions for the same reason as modern private trade has
not developed in these zones.” (Dall’Osto/Lugi, p. 55)
However, there is also a specific co-operative backwardness in
these regions which can be pinpointed in the distribution of supermarkets. The private sector is much better represented there (cf.
Table 13).
“In our country the co-operative trade does not fulfil the avantgarde role in the innovation of the binomial structure goods-service
in the same way as has been seen in other western countries. It
would appear that the product innovation of co-operative trade in
the economically weakest zones is drawn from the private sector,
even though the latter is disadvantaged from the point of view of
taxation, financing, and credit.” (Dall’Osto/Lugli, p. 56)
The ANCC co-operatives could only show 39 units with a mediumsized supermarket in the south in 1982, and their plans for the
‘eighties provide for the setting up of 65 smaller type discount
grocery shops. In northern and central Italy, on the other hand,
provision has been made for the opening up of 147 new sales units
of the modern type and the closing down of 131 traditional type
shops.
Only 19.3 per cent of the active co-operatives are not members of
one of the big federations. According to CESCOM statistics 6.2 per
cent are affiliated to CNCC (the AGCI consumers’ organisation),
26.4 per cent the Federconsumo (the consumers’ organisation of CCI
869
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Table 12:
TYPES OF CO-OPERATIVES ENGAGED IN TRADE
No answer

num.
Piedmont
Valle d‘Aosta
Lombardy
Trentiono A.A.
Veneto
Friuli V.G.
Liguria
Emilia
Northern Italy

%

Open cooperatives
num.

%

num.

33
81
5
13
2
6
57
197

85
1
733
1
135
55
32
181
10.3 1,223 64.3

37
1
119
25
13
16
272
483

40
5
13
7
65

15.5

194
20
46
17
277 66.3

40
4
26
6
76

Abruzzo
Molise
1
Campania
3
Puglia
Basilicata
4
Calabria
3
Sicily
1
Sardinia
1
Southern Italy 13

12.9

3
4
7
14
6
3
14
3
54 53.5

Italy

11.4 1,554 64,2

Tuscany
Umbria
Marches
Latium
Central Italy

275

No answer

Closed co- Total number Pre-order
operatives
co-operatives
%

num.

%

num.

%

25.4

155
2
933
6
173
70
54
510
1,903 100.0

3
41
3
5
2
23
77

4.0

16.2

274
29
85
30
418 100.0

9
5
9
23

5.5

1
4
11
2
15
1
34

33.6

3
6
14
25
10
8
30
5
101 100.0

1
1
1
2
1
3
9

8.9

593

24.5

2,422 100.0

109

4.5

num.
Piedmont
Valle d‘Aosta
Lombardy
Trentiono A.A.
Veneto
Friuli V.G.
Liguria
Emilia
Northern Italy
Tuscany
Umbria
Marches
Latium
Central Italy

33
81
5
13
2
6
57
197
40
5
13
7
65

Abruzzo
Molise
1
Campania
3
Puglia
Basilicata
4
Calabria
2
Sicily
1
Sardinia
1
Southern Italy 13
Italy

%

Open cooperatives
num. %

Closed co- Total number Pre-order cooperatives
operatives
num.

%

num.

%

85
37
155
1
1
2
733
119
933
1
6
135
25
173
55
13
70
32
16
54
181
272
510
(71.1) 1,223 (78.7) 483 (81.5) 1,903 (78.6)

(23.6)

(4.7)

194
20
46
17
277 (17.8)
3
4
7
14
6
3
14
3
54

(3.5)

40
4
26
6
76 (12.8)

274
29
85
30
418 (17.2)

1
4
11
2
15
1
34

3
6
14
25
10
8
30
5
101

(5.7)

(4.2)

num.

%

3
41
3
5
2
23
77 (70.6)
9
5
9
23 (21.1)
1
1
1
2
1
3
9

(8.3)

275 (100.0) 1,554 (100.0) 593 (100.0) 2,422 (100.0) 109 (100.0)

Source: CESCOM/MINLAV

or Confco-operative), and 48.1 5 belong to ANCC (consumers’
organisation of LNCM or Lega Nazionale). (cf. Table 14)
Membership in one of the big federations brings advantages for
the consumer co-operatives enabling them to purchase from the big
distribution centres on more favourable terms. Apart from this
obvious advantage, however, there are also ideological and trade
union reasons for joining a federation.
870

On the criteria of co-operative type and federation membership
there is a predominance of open co-operatives in the Lega Nazionale
(55.1 per cent) whilst in Confcooperative the closed co-operatives
(31.2 per cent) are in the relative heavyweights as are the pre-order
co-operatives (19.1 per cent) in the AGCI. (cf. Table 15)
The organisation level of the consumers’ sector in the federations
differs considerably:
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Table 13:
DISTRIBUTION OF SUPERMARKETS BY TYPE AND
GEOGRAPHICAL LOCATION IN 1979
1979

Big retail chains
number

Independents

supermarkets

number

supermarkets

Consumer cooperatives
supernumber
markets

North-west
North-east

63.9

63.8

57.1

59.3

75.5

77.0

Centre-south

36.1

36.2

42.9

40.7

24.5

33.0

Source: F.A.i.D.

ANCC (the sub-organisation for consumers in Lega Nazionale)
corresponds in its organisational structure to a major chain group
with product range and sales conditions coordinated and controlled
at national level through Coop Italia. Coop Italia’s purchasing policy
is independent of the other branches of the co-operative movement:
only 45 per cent of all products are bought from agricultural or
productive co-operatives. The producers deliver directly to the ten
(1983: a further four are now under construction) major distribution
centres from which the individual co-operatives obtain their products. The big open co-operatives belonging to ANCC are more
predominant in the north and in urban areas. They do not operate
an active price policy as such but distinguish themselves from the
private traders in quality, brands of goods, and the protection of
consumers’ interests.
CCI (Confcooperative) on the other hand displays characteristics
of the traditional retail trade, and - compared with international
business standards - appears to have a more backward organisational structure based on smaller, traditional type sales units. (cf.
Table 16)
In the consumers’ sub-organisation of CCI purchases are effected
locally by the consortia themselves. There are strong ties with the
CCI agricultural co-operatives. CCI co-operatives are more to be
found in smaller towns and the economically poorer districts than in
the major cities and business centres.
872

Thus the organisational difference between the two big consumers’ sub-organisations is less ideological than it is economicostructural; they have each undergone the same restructuring and
modernisation process - only at different speeds.
4.2.

THE CONCENTRATION PHASE

In May 1982 the 31st Congress of Lega Nazionale approved a new
statute which encouraged the political opening up which began in
1962. Now the Lega declares itself to be open to all co-operatives,
self-help groups, and mutual benefit societies regardless of their
political leanings. The target groups were identified as follows:
consumers, whether in employed status or self-employed, artisans
and farmers, owners of small to medium-sized enterprises, craftsmen, small private traders, and fishermen - in a word, people from
all walks of society. An appeal was made to people of all these
categories to come together and develop common activities with the
object of enhancing their competitiveness as well as their economic
and social status. The only parties to be excluded from this intimate
circle were “monopolistic forces” whose speculative goals and methods should be commonly opposed.
Parallel to this social opening up, for the past ten years the Lega
Nazionale had been undergoing a process of co-operative adaptation
to new business, technical, and social developments. This process
reached is zenith with a reorganisation congress in 1987.
The consumer co-operatives may not be the biggest sector in the
Lega Nazionale, but at the present time they are probably the most
successful part of the Lega. Whilst in the year 1980 the consumer cooperatives (with regional exceptions, see Appendix 1) accounted for
only a very modest share of the total Italian retail trade volume, by
1985 they succeeded in increasing this to 3 per cent in the case of
groceries and 1 per cent in that of retail trade.
The reasons for this relatively late developing of the Italian
consumer co-operatives have already been touched upon several
times:
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Table 14:
DEGREE OF SYNDICATION
Non syndicaACCI
ted
num. %
num. %
Piedmont
Valle d‘Aosta
Lombardy
Trentiono A.A.
Veneto
Friuli V.G.
Liguria
Emilia
Northern Italy

38
129
5
53
5
18
69
317

Tuscany
Umbria
Marches
Latium
Central Italy

53
11
32
20
116

Abruzzo
Molise
2
Campania
7
Puglia
12
Basilicata
4
Calabria
3
Sicily
3
Sardinia
3
Southern Italy 34

16.7

3
17
3
1
108
132

27.8

3
3
1
7

33.7

1
1
8
10

Italy
467 19.3
149
Source: CESCOM/MINLAV

-

OCI
num.

%

LEGA
num.

%

Total
num.

%

num.

%

ACCI
num.

29.2

96
1
461
54
4
28
255
899 47.2

155
2
933
6
173
70
54
510
1,903 100.0

38
129
5
53
5
18
69
317

3
17
3
1
108
(67.9) 132

274
29
85
30
418 100.0

53
11
32
20
116

(24.8)

3
3
1
7

(7.3)

1
1
8
10

(100.0) 149

6.9

18
1
326
1
63
60
6
78
555

1.6

31
6
17
4
58

13.9

187
12
33
5
237 56.7

9.9

3
2
8
2
9
2
26

25.7

3
1
5
4
4
4
10
31 30.7

3
6
14
25
10
30
30
5
101 100.0

6.2

639

26.4

1,167 48.1

2,422 100.0

ideological division
regionalisation and fragmentation
weakness of the central organisations
lobbying by private retail traders

It was not until the 1980’s that the consumer co-operatives got
round to intensifying the co-operative joint effort and carrying out
effective measures in the direction of achieving national unity. For
the past decades they had been bent on continuous expansion but
had lagged behind with reorganisation. The central wholesale pur874

Non syndicated

2
7
12
4
3
3
3
34
467

OCI

%

num.

(88.6)

18
1
326
1
63
60
6
78
555

(4.7)

31
6
17
4
58

(6.7)

3
2
8
2
9
2
26

(100.0)

639

LEGA

%

num.

(86.9)

96
1
461
54
4
28
255
899

(9.1)

187
12
33
5
237

(4.0)

3
1
5
4
4
4
10
31

(100.0)

1,167

Total

%

num.

155
2
933
6
173
70
54
510
(77.0) 1,903

%

(78.6)

274

(20.3)

29
85
30
418

(17.2)

(2.7)

3
6
14
25
10
30
30
5
101

(4.2)

(100.0) 2,422

(100.0)

chasing society, Coop Italia, had managed to step up its efficiency
after a reorganisation in 1978 and the consortia (regional wholesaling units), the regional and provincial mergers, supported the
necessary concentration and rationalisation processes. The creation
of modern distribution networks, the modernisation of shops, and an
attractive price policy led to a steady influx of new members and a
growth in turnover equivalent to an annual increase of 12 per cent
between 1982 and 1985.
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Table 15:
DEGREE OF SYNDICATION BY CO-OPERATIVE TYPE
ACCI
Non syndicated
num. %
num. %

OCI
num.

%

LEGA
num.

Total

%

num.

54.1

85
1
733
1
135
55
32
181
1,221 100.0

64,0

194
20
46
17
277 100.0

ACCI
OCI
Non syndicated
num. %
num. %
num. %
Pre-order co-operatives

%

Open co-operatives
Piedmont
Valle d‘Aosta
Lombardy
Trentiono A.A.
Veneto
Friuli V.G.
Liguria
Emilia
Northern Italy
Tuscany
Umbria
Marches
Latium
Central Italy

12
61
1
28
5
4
26
137
24
5
10
11
50

Abruzzo
Molise
1
Campania
2
Puglia
6
Basilicata
3
Calabria
1
Sicily
1
Sardinia
2
Southern Italy 16

11.2

2
9
3
1
2
17

18.0

3
2
5

29.6

Italy
203 13.1
Source: CESCOM/MINLAV

1.4

11
1
258
55
49
5
29
408

33.3

60
405
49
23
124
661

1.8

26
6
11
2
45

16.2

141
9
23
4
177

1
1
3
5

9.3

2
2
5
1
3
1
14

25.9

3
1
3
2
2
1
7
19

35.2

3
4
7
14
6
3
14
3
54 100.0

27

1.7

467

25.9

857

55.1

1,554 100.0

The consumer co-operative market share and market penetration
still varied widely from one region to the next. In Tuscany, the
consumer co-operative model region, there were 499 Lega Nazionale
co-operatives and three consortia in 1985. Counting also the cooperatives from other branches, the total number reached 1,364 to
which the numerous non-organised co-operatives or those belonging
to other central organisations could be added. Alone in the province
Florence the Lega had 444 co-operatives of which 36 were consumer
876

Piedmont
3
Valle d‘Aosta
Lombardy
17
Trentiono A.A. Veneto
1
Friuli V.G.
Liguria
1
Emilia
10
Northern Italy 32
Tuscany
Umbria
Marches
Latium
Central Italy
Abruzzo
MoliseCampania
Puglia
Basilicata
Calabria
Sicily
Sardinia
Southern Italy
Italy

41.6

3
3

60.9

-

46

5
4
5
14

3.8

14
1
5
1
5
26

-

1
4
5

-

-

42.2

3

-

LEGA
num.

%

Total
num.

33.8

7
1
8
16

21.7

3
1
4

-

1
1
2
3

33.3

1
1
2
1
1
6

66.7

1
1
1
2
1
3
9

2.7

34

31.2

26

23.9

109

%

20.8

3
41
3
5
2
23
77

100.0

17.4

9
5
9
23

100.0

100.0
100.0

co-operatives. In the entire region there were in all 150 consumer cooperatives, including two highly successful ones - Unicoop Firenze
(see Appendix 2) and Coop La Proletaria in Leghorn, as well as three
medium-sized co-operatives. In 1985 Unicoop Firenza achieved a
turnover of 549.5 billion lire, La Proletaria 332.4 billion, and the
three medium-sized co-operatives together 100 billion lire. Between
1980 and 1985 the consumer co-operatives in Tuscany increased
their annual turnovers by 30 per cent on average . Although only 6
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Table 15 continue
Non syndicaACCI
OCI
ted
num. %
num. %
num. %
Pre-order co-operatives
Piedmont
3
Valle d‘Aosta
Lombardy
17
Trentiono A.A.
Veneto
1
Friuli V.G.
Liguria
1
Emilia
10
Northern Italy 32
Tuscany
Umbria
Marches
Latium
Central Italy
Abruzzo
MoliseCampania
Puglia
Basilicata
Calabria
Sicily
Sardinia
Southern Italy
Italy

5
4
5
14

41.6

3
3

60.9

-

-

46

-

1
4
5

-

-

3.8

14
1
5
1
5
26

-

-

42.2

3

num.

33.8

21.7

3
1
4

2.7

34

%

num.

20.8

3
41
3
2
2
23
77

17.4

9
5
9
23

1
-

2
3

Total
%

Type of sales units
7
1
8
16

1
1

LEGA

100.0

33.3
31.2

26

Veneto
Area

%

(m2)

Number of
sales units

%

%

Area

(m2)

%

Traditional type
(up to 100 m2)

110

38.0

7,535 16.6

75

83.3

5,045 49.6

Superettes (100-400 m2)

158

54.7 26,130 57.7

10

11.1

2,480 24.4

21

7.3 11,670 25.7

5

5.6

2,640 26.0

Supermarkets
(more than 400 m2)
Total

289

100 45,335

100

90

100 10,165

100

Source: R Varaldo - R. Smiley, The Development Process.
100.0

1
1

1
2
1
1
6

Trentino
Number of
sales units

66.7

1
2
1
3
9

100.0

23.9

109

100.0

per cent of the total population of Italy live in this region, the cooperatives there accounted for roughly one quarter of the total
turnover of the Italian consumer co-operatives as a whole, and also
for about one quarter of all the members. Furthermore, with 405
sales units and 110,000 m2 total sales space they accounted for 30 per
cent of the Italian co-operatives’ total.
By contrast, southern Italy could be regarded as a “co-operative
desert”.In that part of the country there was only one consumer cooperative of greater dimensions. Coop Napoli had a chain of 7 shops,
a turnover of 31.6 billion lire, and 26,000 members. In 1984 Coop
Napoli was able to achieve a splendid result increasing its turnover
878

Table 16:
DISTRIBUTION FORMS OF THE CCI CO-OPERATIVES
IN THE VENETO REGION

by 66 per cent and doubled its profit. However, by 1985 when its
turnover increase was 20.6 per cent, it had already fallen back to the
consumer co-operative average - although it did increase its number
of members by 2,000. Apart from Coop Napoli there are only two
further consumer co-operatives in southern Italy which have more
than 5,000 members and a turnover in excess of 10 billion lire. All
efforts to solve the problem of this consumer co-operative “mezzogiorno” have so far failed.
The Table 17 shows the development of consumer co-operative
turnover in various regions of Italy.
All together the turnover of all Lega Nazionale consumer cooperatives increased by 645.8 billion lire in 1985 to reach a total of
3,160 billion, an increase of 19.5 per cent over the year previous. The
turnover volume increased by 9.9 per cent during that same period.
From 1982 to 1985 the turnover in terms of value increased by 81.4
per cent, this representing an annual average increase of 27 per cent.
The turnover in terms of volume increased by 36.2 per cent during
that same period, this being equivalent to an average annual
increase of 12 per cent.
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Table 17:
CO-OPERATIVE SALES
Co-operative turnover in
billion Lire

Number of habitants

1,136,55
988,31
580,27

3,581,000
3,958,000
8,892,000

86,54
47,43
28,08

5,002,000
5,463,000
4,907,000

1,60
2,52
3,15

1,218,000
328,000
2,061,000

Co-operative top regions
Tuscany
Emilia
Lombardi
Co-operative middle regions
Latium with Rome
Campania with Naples
Sicily
Co-operative weak regions
Abruzzo
Molise
Calabria

1980 there were still 840,000 retail shops and almost as many small
private traders - in fact there are very few big companies active in
this sector. This situation has changed little up until the present day,
and in fact has not changed at all in the south. In the north of Italy
the supermarkets are driving the small private traders out of
business, there are specialist shops and department stores, but
hypermarkets and self-service department stores are still a rarity
even there. A comparative study on the development of hypermarkets (i.e. self-service shops with over 2,500 m2 sales space) in Italy,
France, the United Kingdom, and West Germany revealed that Italy
had only 12 hypermarkets with a total sales space of 87,737 m2 in the
year 1980. By 1984 this number had been increased by a mere 8 with
the total sales space meanwhile amounting to 137,150 m2 . This
compares with a figure of 930 hypermarkets for that same year in
West Germany. Right up until 1985 the consumer co-operatives
lacked the initiative to venture into hypermarkets. The 18 big and
medium-sized enterprises in Italy had a total of 404 “modern” and
144 “traditional” type shops.

Source: ”Der Verbraucher” 23/24, 1986

The wholesale purchasing society, Coop Italia, also showed a
positive turnover trend and in 1985 achieved sales figures of 2,482
billion lire. In terms of value this meant an increase of 22 per cent
over the year previous. The turnover increase achieved here was
greater than that achieved by the affiliated co-operatives: in terms
of value by 2.5 per cent and quantity-wise by 14.25 per cent, a
development which seems to hold a certain promise that the economically desirable centralisation of purchasing might at last be
achieved.
The total number of consumer co-operatives belonging to Lega
Nazionale dropped from a total of 1,287 in the year 1965 to 646 in the
year 1979 and to either 540 or 556 (statistics vary) in 1984.
The number of sales units dropped by 19 between 1984 and 1985
but at the same time the total area of sales space was increased by
18,900 m2 - a result of the concentration and increased effectiveness
strategy on the part of Lega Nazionale. Taken as a whole, the
concentration level in the Italian retail trade is relatively low: in
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The first consumer co-operative hypermarket was opened in
Bologna as a major investment on the part of the successful Coop
Emilia Veneto consumer co-operative, which in recent years has
been able to achieve remarkable turnover growth rates. (cf. Appendix 2)
Coop Emilio Veneto ranks amongst the ten big and eight mediumsized enterprises which have sufficient financial resources and a
sufficiently competent management to carry out modernisation
programmes and take the lead as the progressive wing of the Italian
consumer co-operative movement. The 495 small co-operatives have
little scope for development unless they merge with bigger societies
or enter into closer co-operation with the regional wholesaling cooperatives consorzia. The policy of the latter to sell to all cooperatives regardless of size largely accounts for the fact that the
small co-operatives can continue to exist.
Despite the modernisation and streamlining of the sales front, the
number of employees increased during recent years. At the end of
1985, member co-operatives of Lega Nazionale had a total of 17,447
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employees, this figure being 9.4 per cent higher than the corresponding one at the beginning of that same year.

some 2,000 of its members in 1986, so it is still too early to talk of any
solution to the “mezzogiorno” having been found. Coop Italia increased its turnover from 2,482 billion lire to 2,822 billion in 1986, this
being equivalent to an annual growth rate of 13.7 per cent.

The number of members also showed a steady increase. Between
1982 and 1984 it grew by almost half a million or 30 per cent, and the
year 1985 brought in a further 142,000 members, this being equivalent to a 9.4 per cent increase. The fact that the total membership of
1.65 million in relation to a population of 56.8 million still means a
very modest penetration rate for the co-operatives can be explained
by the differences in regional distribution of the consumer cooperatives: whilst there are regions where no consumer co-operatives are to be found at all, the co-op market share in Toscana is as
high as 15 per cent. (cf. Table 18)
Table: 18:
CO-OPERATIVE PENETRATION RATE
Co-operatives

Big

Middle

Number of Co-ops
10
Number of members 1,087,200
Turnover (billion Lire) 2,693,6
Salespoints
404
Sales area
236,500
Employees
11,752

8
220,500
472,1
144
53,900
2,045

Small
495
345,000
794,1
825
133
3,650

Total
513
1,652,700
3,959,8
1,373
423,400
17,447

Source: “Der Verbraucher” 23/24, 1986

This positive balance was maintained in 1986 also. Against the
background of a general trade boom the consumer co-operatives
persisted with their modernisation strategies, stepped up their
efforts in the consumer protection field, and succeeded in attracting
many new members - women in particular - with advertising
campaigns. The membership increased by 607, 100 from 1982 to
1986 to reach a total of 1,788,000. This means the number of
members had doubled within the past four years.

The positive trend of recent years gives the Italian co-operators
reason to be optimistic about the future and to draw up ambitious
plans. The 18 strongest consumer co-operatives intend to extend
their sales front with 540 new shops and their sales space from
307,000 m2 (1987) to 446,000 m2, i.e. by 45 per cent. At this moment
69 new big-type shops are either under construction or at the
planning stage. Of these, 23 are grocery supermarkets having an
average sales space of 1,250 m2 each, 31 are integrated markets
selling both groceries and non-food items and having an average
sales space of 1,750 m2 each, and also 9 hypermarkets each with
about 2,800 m2 sales space. Over and above this there are projects for
6 super-modern shopping centres in major cities, each of which will
have more than 5,000 m2 sales space and cost approx. 500 billion lire
to build. Together they will provide jobs for an additional staff of
6,000 and thus increase the manning level for the 18 consumers cooperatives in question from 15,000 to 21,000 - and at the same time
demonstrate that the Italian consumer co-operative movement is
committed to a social and labour-market oriented policy.
According to “La Cooperazione Italiana” the vitality of the Italian
consumer co-operative movement can be accounted for by the bringing together of modern business management with the co-operative
tradition of member co-management. However, even in Italy the
facts suggest that member co-management does not have all that
glorious a tradition either; indeed only 1 - 3 per cent of the members
ever exercise their voting rights. Various ways and means to overcome this indifference are now being discussed - for example, the
postal vote system introduced by Coop Operaia di Trieste which
resulted in the achievement of a 70 per cent polling rate.

The sales turnover of the 18 big and medium-sized consumer cooperatives in terms of value increased by 14.6 per cent in 1986, the
volumetric increase being 8.6 per cent. Over the same period the
membership was increased by 9.3 per cent. Yet Coop Napoli lost

882

883

Johanna Setzer
5.

SUMMARY

In their historical development the Italian consumer co-operatives essentially followed the generally established trends for western
industrialised countries. Expansion, internal organisational concentration and rationalisation, and the tendency to become more
business-like and less ideological have prevailed in Italy as well as
elsewhere. However, this line of development is interrupted by a
series of circumstances peculiar to Italy; the enormous differences
between the regions regarding their state of economic development,
the relative backwardness of the Italian economy and thus also of
the trading structures, and a marked ideological fragmentation, the
latter manifesting itself, for example, in the existence of several cooperative central organisations.
The founding and subsequent expansion of the consumer cooperative movement in Italy came relatively late, and followed quite
different paths from one region to the next. In this context the core
regions for economic and consumer co-operative development were
- and still are today - in northern and central Italy. Because of their
economic and cultural underdevelopment, the south and the islands
remained “co-operative deserts”. Strong ideological and personal
ties between the Italian (consumer) co-operative movement and the
emerging labour movement on one side and the conservative catholicism on the other also characterised the origins of the consumer cooperatives.
As might be expected in view of the retarded degree of industrialisation and thus also generally low purchasing power, the spread
and economic stabilising of the Italian consumers, co-operatives
progressed at only a slow pace. It did not really gather any momentum until the first decade of the twentieth century when the Lega
Nazionale - then the only co-operative central organisation in the
country - opened a wholesale purchasing society. By supporting the
national war effort during World War I the consumer co-operatives
were able to attract an influx of new members.
However, ideological fragmentation could not be avoided, and in
1919 a second co-operative centre, the catholic Confcooperative was
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established. Apart from having close links with the Catholic Party,
this latter organisation differed from Lega Nazionale in having very
sound financial backing (in the form of Casse rurali) and in its
membership which was very largely drawn from agrarian communities. Within Lega Nazionale itself there were ideological differences between republicans and socialists - although the federation as
a body distanced itself in “Biennio rosso” from bolshevist tendencies
and assumed a moderate social democratic approach.
Both these co-operative central bodies were to be partly destroyed
by the fascists - who had already been making their presence felt in
Italy prior to 1922. The fascist policy here was to eliminate the
democratic structures and thus gain absolute control from the top.
Towards this end they functionalised those parts of the central
organisations which they did not destroy.
As a reaction to the years of repression, but also inspired by the
spirit of wartime partisan struggle, a tidal wave of new co-operatives
came after the end of World war II. In the initial stages this was
encouraged by the government. But the political environment as far
as Lega Nazionale was concerned was to become decidedly hostile
with the coming of the Cold War. This organisation was the first and
only one of its kind in Europe to come under communist domination
from the ‘fifties onwards, and which maintained close financial and
personal links with the communist party.
This communist take-over at federation level provoked a republican walk-out. The latter group went on to form its own co-operative
centre which ultimately became officially recognized as the third in
Italy in the 1960’s.
Many of the consumer co-operatives found themselves subjected
to harassment by local government authorities in the ‘fifties as a
result of political developments. At the same time they were being
hampered in their economic development by the ideological priorities and reservations of the communists. Thus the Italian consumer
co-operatives could only make slow - but nevertheless steady progress in their business development, bearing in mind also the
relative backwardness of the structure of trading in Italy.
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It was not until the coming of the Italian “economic miracle” and
the Lega Nazionale decision to open its doors to members of all
political convictions in the 1960’s that fortunes began to pick up
noticeably. However, set-backs were suffered with the qualitative
changes brought about by this economic boom (i.e. with the introduction of self-service shops, shops with large sales space, the expansion
of product ranges, etc.) The consequences of strategic blunders in the
expansion policy, of having inadequately qualified personnel, and of
a lack of enthusiasm for the new innovations on the part of the
consumers were not finally overcome before the ‘seventies. But in
the south, and in the non-industrialised regions of the country there
is still entrenched resistance to modern consumer habits and marketing methods. There was also very solid resistance (particularly
on the part of the regional alliances)to the idea of an internal
organisational streamlining and centralising of the Lega Nazionale
as proposed mainly by the leaders of the Lega itself. Consequently
the characteristic trends of concentration and rationalization did
not get underway in Italy until well into the 1970’s.

north in particular as well as in central Italy open co-operatives of
the type to be found throughout Europe are operating. They do not
pursue any active price policy but rely on retaining members’ custom
through occasional special offers and a consumer-protection-oriented market strategy. Apart from these two types there are also
what are known as pseudo or fictive co-operatives existing on paper
only. This form of deceit can bring high rewards in the form of
government subsidies. However, the identification and elimination
of these “co-operatives” is extremely difficult - if not impossible - and
this partly because of the lack of a standard central recording
procedure for co-operatives. The framework of the law concerning
consumer co-operatives can only be described as being ambivalent.

The Italian co-operatives were able to emerge as the third sector
of the economy during the oil crisis and the economic chaos which
followed. Through close co-operation with local and regional authorities the co-operatives were able to gain financial and other advantages. Only in the late ‘seventies and early’ eighties following the
involvement of leading personalities from both of the big federations
in major financial scandals was there finally any critical questioning
of the wise of continued quantitative expansion.
It was during this same period that a further - the fourth - cooperative central organisation was called into being, an event which
was greeted with massive protests from the other three established
organisations. Like the Confcooperative, this latest organisation
regarded itself as being loyal to the Christian Democratic movement.

On one hand it provides for tax concessions and advantageous
financing with the result that fictive co-operatives are being founded
to take advantage of these benefits, whilst on the other hand the
restrictive trade law dating from 1971 (which virtually freezes the
structure of trade in Italy and, which can be compared with the loi
Royer in France) hampers the efforts of the big co-operatives to
expand. As far as financing is concerned, the member co-operatives
of Confcooperative are at an advantage; meanwhile the Lega Nazionale is making increased efforts to establish a more solid financial
structure (particularly in the insurance sector).
The development of the major co-operatives in particular was still
following a positive course well into the 1980’s, and this both from
the point of view of turnover as well as from that of membership
numbers. Accordingly, the attitude of the Italian consumer cooperatives towards the future is pregnant with optimism and the
will to make further investments.

A characteristic feature of the Italian consumer co-operatives in
the ‘eighties is to be seen in a plurality of the types in existence at one
and the same time: there are still small closed co-operatives resembling the original co-operative type, whilst in the industrialised
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APPENDIX 1
THE UNIONE COOPERATIVA IN MILAN / SUCCESSFUL
STRATEGIES BEFORE THE FIRST WORLD WAR
Milan was already a flourishing industrial town with almost half
a million inhabitants at the turn of the century. It could boast of
having 12 consumer co-operatives which played a key role in the
distribution of food and consumer goods throughout the town. One
of the three biggest, Unione Cooperativa, was described by Totomianz in 1914 as being a model for a successfully managed consumer
co-operative of that day.
Founded in 1886, Unione Cooperative was able to attract a
steadily growing influx of members during the first decade of the
20th century. From a figure of 5,700 in the year 1902, the membership grew to 12,958 in 1906, and reached 14,528 in the year 1912, with
6,000 women being included in this last total. Share capital rose
from 4,754,675 lire (1906) to 6,344,525 (1912), whilst the turnover
was increased by half a million lire between the years 1906 and 1911.
In 1911 a net surplus of 655,285 lire was achieved. At the same time
there were two reserve funds totalling 2,534,483 lire, and a welfare
fund for employees with 649,703 lire to its credit.
It was very easy to become a member of this co-operative. At the
entrance to the biggest of its shops there was a vending machine
selling membership rights for as little as 10 c. The receipt issued by
the machine was regarded as confirmation of membership.
The co-operative owned a total of 25 shops in various parts of
Milan, and also maintained a department on the outskirts of Milan
and another abroad (in Berlin). The main shop was a three storey
building in the centre of Milan. In addition to the shop premises
there was a restaurant and a directors’ room. The building alone had
cost 4.5 million lire. The range of goods on offer was varied and could
stand comparison with that of any other department store. A
number of own production units were affiliated to the co-operative:
bakeries, confectioners, a tailor’s shop, a shoe factory, a sausage
factory, a carpenter’s shop, and four fuel depots - as well as a
laboratory for analysing food products.
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At the behest of the co-operative leader, Buffoli, a co-operative
hostel (albergo populare) and a guest house were opened. A gesture
which in those days must have seemed extremely progressive was
the setting up of a garden colony just outside Milan. The co-operative
purchased 130 hectares of land, installed drainage, electricity, and
gas facilities and then let out small plots to members on a long term
lease. The idea was that members should use these plots to build
small week-end holiday chalets.
The co-operative’s prices - and particularly those for basic foodstuffs - were very fair. At the same time the co-operative, by virtue
of the fact that it also had a good number of financially well-off
members, was able to make good profits by charging more for luxury
items.The positive effect (from the consumer point of view) which
this price policy had on local prices in general was reflected, for
example, in the fact that many of the small private traders in the
town displayed a sign “Cooperative Prices” in their own shop windows.
The co-operative’s transport vehicles bore the advertising slogan:
“We favour a revolution - but a peaceful one. What is the consumer
today ? Nothing. What should he be ? Everything.”
With modest local prices the co-operative was able to achieve a net
surplus of 435,070 lire in the year 1906. This was distributed as
follows:10
10
1
3
76

per cent reserve funds
per cent employees’ welfare fund
per cent advertising
per cent administration costs
per cent to the consumers

This 76 per cent of the net surplus was paid out to both members
and non-members in the form of a 5 per cent dividend on purchases.
The co-operative had a first-class welfare fund - co-operative employees shared in the profits. The co-operative also financed training
schemes for its employees, set up a public library, and brought out
a weekly publication “L’Idea Cooperativa”. “It should also be noted
that female employees had the same rights as their male counterparts.” (Totomianz, p. 211)
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“Unione co-operativa, unlike other Italian co-operatives, did not
allow itself to become involved in politics and did in effect succeed in
becoming one of the most important social institutions in Milan.”
(Totomianz, p. 210)

On the basis of the 1971 law on trading practices, the town
authorities drew up a distribution plan for goods and services which
favoured the co-operatives in many respects. Co-operatives were
given preference over other applicants in cases where sales licenses
in the town centre were being allocated. Already at the planning
stage a balanced choice of shopping facilities was provided for in the
new estates to be built around the town outskirts. Allowance was
also made for small private traders. Very often the town authorities
worked together with the co-operatives in the setting up of new
shopping centres. An example of this working together can be seen
in the case of Corticella, a working-class residential estate on the city
outskirts with its own co-operative shopping centre. This modern
building houses a Conad-Supermarket along with 20 small retail
shops leased by originally resident small traders who were also
given preference when leaseholds were allocated. Financing of this
shopping centre was arranged through a limited company in which
the town council has a 75 per cent interest, Coop Bologna a 10 per
cent interest, the retail co-operative a 10 per cent interest and the
Chamber for Industry and Agriculture a 5 per cent interest.

APPENDIX 2
BOLOGNA CO-OPERATIVE CENTRE
The fact that Bologna is today the biggest centre for international
trade fairs in Italy, and that the Emilia-Romagna region is one of the
most developed areas in the country is partly the fruits of the joint
efforts made by the regional administration and co-operatives of
various types.
A total of 140 co-operatives together accounting for more than
125,000 members make Bologna a co-operative centre of the highest
rank and justify the description “co-operative town”. 10 consumer
co-operatives with together more than 100 shops achieve an annual
turnover of almost $ 30 million; they supply 60,000 families with the
needs of everyday life and control 7 per cent of the retail trade in this
province - although this market share is increasing all the time. The
economic rise of the co-operative movement began much earlier in
Bologna - the first town in Italy to become communist governed than it did in other parts of the country. Immediately after the end
of the war the traditionally strong co-operatives assumed a key role
in the postwar restoration effort. In this latter context they worked
in close co-operation with the local administration. When back in the
early ‘seventies Bologna drew and put into effect up a town planning
concept which gained world-wide admiration, the co-operatives
were an integral part from the planning stage right through to the
execution. The basic principle of this progressive town planning was
the conception of an infrastructure in keeping with the town’s needs
- and this both in the town centre and in the newly developed
outskirts.
It was not considered desirable that local trade should be dominated by national chain groups. Phenomena such as the disappearance
of the small private traders and concentration of trade in the town
centre were to be avoided.
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In some sectors the co-operatives have actually succeeded in
eliminating the private middlemen. For example, as long ago as the
‘seventies 40 per cent of the goods offered for sale in co-operative
shops were of co-operative origin. In 1980 the productive co-operatives provided work for some 4,000 in the agricultural co-operatives
and several hundred more in the various co-operative processing
plants.
These fruitful joint efforts and the boom in co-operative trade
have continued throughout recent years. As the second biggest
consumer co-operative in Italy, Coop Emilia Veneto achieved a sales
turnover of 340.4 billion lire. At the moment Coop Emilia Veneto is
engaged in the building of a further shopping centre in the Borgo
quarter of Bologna as a joint venture with Societa Centri Commerciali. To be known as Centro Commerciale di Borgo Passigale Centroborgo for short - this new shopping centre will house, in
addition to a hypermarket with 5,500 m2 sales space, a further 29
shops and service centres. This project represents an investment of
25 billion lire.
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APPENDIX 3
UNICOOP FIRENZE - A SUCCESS STORY OF THE 1980’S
Unicoop Firenze can trace its origin back to a workers’ consumer
co-operative in Sesto Fiorentino near Florence. However, in its
present form it dates back to 1973 and a series of mergers effected
in keeping with Lega Nazionale policy of consolidation.
Between 1973 and 1983 Unicoop Firenze arranged for the closing
down of 58 small shops and the opening of 15 supermarkets selling
mainly groceries. Being overcapitalised, the co-operative would very
much like to expand further, particularly into the big town centres
such as Florence. But any attempts in this direction run into massive
resistance on the part of the small retail traders who make a
considerable lobby, and one which even a left-wing oriented town
council cannot afford to ignore.
In 1985 Unicoop Firenze had 79 shops and 31 members’ sections
in various towns. The headquarters in Florence manages a network
of sales units in Tuscany, Pistoia, Siena, and Arezzo, etc. The cooperative also publishes a monthly magazine “L’Informatore”,
which is available free of charge to members.
The system of allowing a rebate to members (in earlier years 10
per cent) would not present any administrative problems nowadays
in view of the availability of computers, but this practice was
abandoned in favour of allowing members to take advantage of
regular special offers featuring goods at cost price. The cost of
making such special offers is virtually offset by the influx of new
members which it encourages.

No. of members
Sales turnover
Members’ loans
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53,200
117 bil. lire
6,3 bil. lire

1973:
1974:
1975:
1976:
1982:
1983:
1984:

+88
-70
-1,478
+103
+10,9
+6
+14,6

bil. lire

The set-back in 1983 can be traced back to internal problems. The
rapid expansion had - as Unicoop chairman, T. Campaini, said in an
interview with “L’Informatora” -two effects: many of the new members felt no loyalty towards the co-operatives and the average age of
members dropped considerably. Employees felt that they were being
left out of the decision-taking process, and that their views were not
being understood, and this led to daily problems on the sales front.
The result was a feeling of insecurity and loss of motivation, a fall in
sales and in the quality of service. Members began to complain of
this. After an extremely outspoken meeting with the trade union
even Campaini had to admit that relations between the co-operative
and its employees would have to be improved:

1985

“I think we must, first of all, restore links with the personnel
(especially those working shops), in order to make the role of the cooperative understood. I think many member employees feel neglected, not taken into consideration and left uninformed and thus
excluded from the possibility of participating in the fundamental
decisions of co-operative.” (Earle, p. 128)

218,000
583 bil.
93 bil.

This admission was taken up by a branch manager, A. Casu, and
critically corrected: Life on the sales front is “a reality, which, when
we view things from a strictly co-operative angle, neither the trade

The remarkable success achieved by Unicoop Firenze will be
readily apparent from a comparison of the respective balance sheets
for 1973 and 1985:
1973

In the first year of its existence the co-operative was only able to
record a modest profit of 88 million lire. In 1974 it had to book losses
of 70 million lire and in 1975 a loss of 1,478 millions. These losses
were attributable to the effects of the oil crisis and crisis within Lega
Nationale; It was thought that the concentration in joint purchasing
under the Coop Italia consortium was too rigid and the co-operative
elected to revert to a decentralised purchasing system. Already by
1973 it was showing an annual profit of 103 million lire, and this was
to grow in the next years:
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union nor you yourself (Campaini) understand.” It was not a matter
of improving relations with the personnel, but rather one of reestablishing relations because there has been no contact at all for years
A. Casu argued. This written debate may serve as an example not
only of a crisis-like development, but also how such a state of affairs
can be put right by open discussion.
In 1986 Unicoop Firenze increased its sales turnover to 631.6
billion lire, the number of members increased by almost 100,00 to
reach a total of 256,800. At the end of 1986 the co-operative owned
80 shops and markets.
The co-operative organises intensive customer enlightenment
campaigns which might feature, for example “Young consumer
days” attended by over 12,000 students and school-aged children.
Has Unicoop Firenze no problems at all today ? “Our problem is
the liquidity,” says A. Comerci from the headquarters in Florence.
“Liquidity surpluses.” Unicoop Florence had 42.9 billion lire at its
immediate disposal in 1985. For every 100 lire owed the co-operative
had 125 lire in reserve. As already pointed out, these reserves cannot
be exploited to the extent one might have wished. Neither shortage
of capital nor a saturated market are hampering a further expansion
of the sales network; the chances of recruiting still more members
are viewed in a highly positive light. However, politically motivated
limitations are making it difficult to obtain permission to open new
shops.
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1.1.

DEVELOPMENT OF THE CONSUMER
CO-OPERATIVES UP TO 1945

approach of the consumer co-operatives - as did a number of farmers.
(3)

THE STRATEGY OF CONSERVATIVE
MODERNIZATION

Parallel to this middle-class co-operative movement, consumer
co-operatives were set up under the patronage of financially well-off
benefactors. However, in these cases the emphasis was more on
charitable work; the co-operators were reduced to supernumeraries
with little intellectual and economic independence in co-operative
matters. (4)

In Austria the co-operatives came into being without the help of
any particular “founding father”. There was no individual person
who could be regarded as the founder of an entire branch. The cooperatives formed themselves independently without any influence
from outside, but also without the existience of any strong authority
such as there was in the person of F. W. Raiffeisen or W. SchulzeDelitzsch in Germany, who could have given them a uniform character. (1)
After the revolution of 1848 the proletariate hoped to improve its
situation through self-help inspired by the slogan of “association”.
(2) By imperial charter - dated 26th November 1852 - a law on
associations was passed and it was on this basis that the first cooperatives were founded. However, permission to form an association was subject to the approval of the local authorities, and the free
development of the associations was considerably hampered by
official intervention.
In the small consumer co-operatives, established by different
classes of society, the first signs of local solidarity on a co-operative
basis became apparent as an effort was made to avoid the consequences of poverty and the rising costs of living. The distribution of
foodstuff in the towns and industrial centres was extremely inefficient. The retail trade was heavily over-subscribed and there was no
price-regulating competition; the middlemen thrived. The adulteration of foodstuff was the normal practice, and chronic devaluation of
the currency gave added impact to general price increases. Generally speaking it was small businessmen from the larger towns, lower–
paid public officials from the central administration, and better–
paid workers, namely those people who were not dependent upon the
grocers and small shopkeepers for credit, who took to the self-help
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Thus there were both middle-class and charitable consumer cooperatives. These were invariably geared to supply local needs only,
and initially did not trigger off the founding of any bigger consolidated movement. By the year 1873 the number of consumer cooperatives in existence had increased to 508.
Table 1:
NUMBER OF CONSUMER CO-OPERATIVES IN THE
AUSTRIAN HALF OF THE EMPIRE 1857-1873
Year

Number

Year

Number

1857
1861
1865
1867
1868

1
3
24
63
157

1869
1870
1871
1872
1873

273
402
492
540
508

Source: Baltzarek, 1986, p. 49

This increase in the number of consumer co-operatives led in 1872
to the foundation of the “Allgemeiner Verband der auf Selbsthilfe
beruhenden Erwerbs- und Wirtschaftsgenossenschaften in Österreich” (= General Union of Industrial and Provident Societies in
Austria relying on self-help). All types of co-operatives were represented in this union, but the consumer co-operatives held 8 out of the
20 mandates. (5) This union remained the only central organisation
for the consumer co-operative movement in Austria up until 1901.
However, the number of consumer co-operatives belonging to the
union was not great enough to justify the employing of an own
trained specialist. A statistical report on the union in 1873 reveals
a varying picture of the consumer co-operatives (6):
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-

there were societies of factory workers, miners, tradesmen,
junior employees, and railwaymen.

-

the small consumer co-operatives were in the majority.

-

alongside those consumer co-operatives having an honorary
management there were already bigger co-operatives with paid
managers and employees.

-

the product ranges strongly varied depending on locality and
situation, size of the shop and the social structure of the members.

-

in the case of low margins the net surplus would be committed to
the reserves, in the case of market prices, it would be distributed
in accordance with the total value of the members’ purchases,
according to the number of shares held, or even on a per capita
basis.

The Co-operative Law of April 9, 1873 was passed to permit the
further development of the co-operatives. As a result of this law cooperatives were recognized as an independent legal entity. As such
they were no longer subject to government supervision, but instead
were subject to stricter regulations (compulsory commercial registration, liability of members).
With the arrival of the economic crisis in 1873 (collapse of the
stock market) the weak financial and economic basis of the consumer co-operatives became exposed. Between 1873 and 1883 their
number was reduced by almost 59 per cent. Insufficient equity
capital, too excessive indebtedness, poor and inadequate supervision of financial accounting, neglect of duty by members, inexperienced management boards, fiscal ruthlessness, and failure to recognize the advantages of being consolidated in unions are given as the
reasons for the downfall of the consumer co-operative movement. (7)
The crisis which befell the “Wechselseitiger Unterstützungs-Verein
der Fabriksarbeiter zu Teesdorf” (= Teesdorf factory workers’ mutual aid society) is described here as an example. (8)
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normal business enterprise in 1877, it very soon lost its way. Having
abandoned the pre-order system and having built up a stock of goods,
the society became heavily indebted to the suppliers and was on the
verge of bankruptcy. Management blunders and misguided policies
led to a situation where only a reliable strong hand could help. Only
by engaging a commercially experienced supervisor did the firm
survive to recover a few years later after reorganisation measures
had been applied.
Taken as a whole this development period of the consumer cooperatives can be characterised by the description “conservative
modernisation”, (9) i.e. modernisation carried out from the top
downwards and effected by means of robust state interventions with
continued dominance by the traditional leading classes (landowners, bourgeoisie). Those in authority wanted to use the co-operatives to convey to members the feeling that there was a social necessity
to preserve the social status quo. The co-operatives should remedy
the grievances of the industrial revolution, stabilise the question of
ownership and generally help to keep the different levels of society
in their proper place. This explains why government authorities and
well-to-do circles had an interest in promoting and shaping the cooperative movement at that time. The economic status of the
consumer co-operatives can only be described as having been poor in
most cases, and this because of a lack of commercial skills.
In the debate concerning the Co-operative Law it was argued that
the co-operatives should be regarded not only as an economic
instrument but also as a sound political means to temper and mollify
the lower classes. (10)
1.2.

PARTY - TRADE UNION - CONSUMER
CO-OPERATIVES

Following the severe setback which the consumer co-operative
movement suffered after 1873, it was not until the end of the 1880’s
that its fortunes changed for the better again.

This society is traditionally regarded as the first modern cooperative in Austria. It was started in 1857 by textile workers in
Lower Austria. When this society switched over to operating as a
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Table 2:
CONSUMER CO-OPERATIVES IN THE AUSTRIAN HALF
OF THE EMPIRE, THEIR NUMBER, MEMBERSHIP AND
TOTAL TURNOVER 1873-1913
Year

1873
1875
1878
1880
1883
1885
1888
1890
1893
1895
1898
1900
1903
1905
1910
1913

No of
registered
consumer co-ops
508
394
276
248
222
231
236
257
309
451
713
758
?
921
1,383
1,469

Membership

Annual
turnover in
million fl.*

Average
turnover per
member

?
?
26,421

?
?
?

?
?
?

35,360

5,8

163

53,201

8,4

158

100,158

14,6

145

195,331

28,8

147

240.799

34,2

140

422,791

72,5

160

* all amounts in “Gulden”
Source: Baltzarek, 1986, p. 52

Between the years 1880 and 1910 the consumer co-operatives
quintupled their number, their membership, and their turnovers.
The workers began joining the consumer co-operatives en masse.
First in Vienna and in Lower Austria, but then also in the Germanspeaking areas of Bohemia and in the alpine regions - and a few
years later in the Czech and Slovenian regions. This time it was the
working class itself which initiated this expansion. They hoped to be
able to put their political ideas into practice in the consumer cooperatives. In most of the consumer co-operatives in Vienna and
Lower Austria the majority of members elected social democrats as
managers. (11) They wanted to shape the consumer co-operatives
into a weapon for use in the class conflict but were deficient in
business skills and efficiency.
906

The consumer co-operatives “make an excellent school for solidarity and democratic management, and thus train the proletariate in
socialistic thinking and awareness.” (12) At the same time, however,
practical experience showed that also the economic advantages
justified the opening up of further consumer co-operatives. In addition close ties should be established between the party, the trade
union, and the co-operatives. (13) Kaff (14) writes very critically in
a pamphlet dated 1925 “Only after people had been found who were
willing to turn the consumer co-ops into party shops did the party
begin to smile on the co-operatives with benevolence” (15) Apart
from this, it was expected that the co-operatives would offer employment to those representatives of the labour movement who had been
blacklisted. In fact, the co-operatives did function as a reception
centre for hundreds of sacked trade unionists some time later. (16)
Within the party itself, however, certain important voices were
raised against a too close connexion between the party and the co-op
movement with the argument that soon people would be joining the
party in order to get a job. (17)
Initially, however, this social democratic movement was not
supported by the party, (18) but rather by local authorities and
factory managements. But the party realised that many of these cooperatives were badly managed and saw the great danger that the
party might be associated with every consumer co-operative failure.
Nevertheless the co-operators were left to carry full responsibility
for their consumer co-operatives. The party as such was not to
become involved with any partiacular consumer co-operative just
because its founder happened to be a social democrat. (19) Some
were of the opinion that the consumer co-operative was an ordinary
business which could only have business principles - and not social
democratic principles - as its basis.
The poor performance of the workers’ parties in the 1897 elections
(20), however, led to the foundation of countless new consumer cooperatives. These went through all the teething troubles any movement must if it is suddenly and artificially forced forwards. (21)
Where consumer co-operatives had been founded in too much haste
the party often suffered damage because social democrats lost
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hundreds of gulden in bankruptcies of consumer co-operatives
which operated on the principle of unlimited liability. (22)

on the verge of bankruptcy. (26)The party now had to decide whether
to do everything within its power to save the co-operatives or to leave
them to their otherwise inevitable fate. Since the general public had
long regarded the consumer co-operatives more or less as social
democratic institutions, even if wages and working conditions in
these co-operatives were very poor (27), the party finally helped
them out of a tight corner:

The workers did not consider the fact that they were also cooperators to be in contradiction to the party line. A survey taken in
1898 , however, did suggest there was a “dividend hunt” amongst the
consumer co-operatives. Refunds of 6 to 11 per cent on the value of
purchases were being paid at the expense of the quality of goods sold
and principles of sound business management. In spite of the basic
cash payment principle, the practice of selling on credit - in competition to the private traders - was widespread. These consumer cooperatives had not only mortgage loans to pay, they also had trade
debts which in some cases were higher than their paid–up capital.
(23) Apart from this there were organisational weaknesses. In town
and industrial centres these soon led to the formation of big consumer co-operatives. If the consumer co-operatives in the rural
districts could be said to resemble a small grocery shop in structure,
then the town “co-op” could be compared to the branch stores. The
political orientation led to strained relations between the agricultural credit co-operatives and the consumer co-operatives. In 1903 the
consumer co-operatives - with strong support from the party formed their own “Zentralverband österreichischer Konsumgenossenschaften” (= Central Union of Austrian Consumer Co-operatives)
and thus broke away from the “Allgemeiner Verband” which insisted
upon remaining politically neutral. At the end of 1904 the Zentralverband had as many as 220 member consumer co-operatives. In
contrast to what happened in Germany (where the consumer cooperatives were expelled from their “Allgemeiner Verband”) (24) in
Austria it was the consumer co-operatives themselves who took the
initiative and walked out. The most important function of the new
union was seen as that of coordinating wholesale purchasing.
By 1913 approximately 70 per cent of all consumer co-operatives
in Austria were members of the Zentralverband. Only the strictly
middle-class consumer co-operatives remained members of the
Allgemeiner Verband. (25)
Meanwhile the political loyalties of the consumer co-operatives
did not help them to achieve economic success. By 1901 most of the
social democratic oriented consumer co-operatives in Vienna were
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-

in 1903 the consumer co-operatives were recognized by the party
as a weapon in the hands of the proletariate. The party made it
clear that it expected all those co-operative societies managed by
organised workers to join the Zentralverband and to support its
efforts to centralise the movement. (28)(29) With the aid of the
social democratic party, five financially endangered co-operatives were amalgamated to form the workers’ consumer co-operative “Vorwärts” in Vienna. The foundation of this co-operative
marked the establishment of close ties between the party, the
trade union and the co-operatives. Thus such ties existed now in
Austria as well as in Belgium. Kaff criticises this development
with the view that the consumer co-operative “Vorwärts” was
founded with the object of slowly injecting party politics into the
movement as a whole and winning it over to the party. (30)
The party conference in 1903 approved supplementary motions
to the effect that victims of the class conflict should be given
preference by the consumer co-operatives when hiring staff, and
that the consumer co-operatives should be bound to consult the
party when determining the working conditions of their employees. (31)

-

since, however, the fundamental declaration of 1903 did not
result in the expected rush of new members to the consumer cooperatives from the social democratic party and its political
supporters, the party passed a resolution in 1907 to make it the
duty of all its members to joint their local consumer co-operative.
In those areas where there was still no local consumer cooperative, but where the political and trade union organisations
were sufficiently strong, these were required to found a consumer
co-operative after consultation with the Zentralverband. (32)
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-

in 1909 the consumer co-operatives were recognized as being
absolutely equal to the trade union and the political party as a
weapon of the labour movement. The idea of the labour movement triumvirate, the three pillars theory, was established. (33)
This co-operation manifested itself also in the establishment of
the “Hammerbrotwerke” in Schwechat, and the co-operative
department stores in Linz, Salzburg,Innsbruck, and Dornbirn.
All three pillars were equally represented in these enterprises.

In 1903 the co-operative auditing law was passed and had an
important effect also on consumer co-operatives. This step was
taken in the wake of numerous financial collapses amongst the
ranks of the consumer co-operatives, many of which had caused
heavy losses for the members. The new law could be seen as a
commercial guarantee for the survival of co-operatives through the
introduction of an additional supervisory element. At the same time
it prompted the organisational trend to form auditing unions and
thus contributed to the development of the four existing main
branches of Austrian co-operation. The year 1905 saw the founding
of the Austrian consumer co-operatives’ wholesale purchasing society, GÖC, (Grosseinkaufgesellschaft Österreichischer Consumvereine), and with it the start of wholesale trading and central own
production activities.
But even the meanwhile established personal ties linking party,
trade union, and consumer co-operatives were no guarantee for their
economic success. “Instead of basing on the effective number of
organised consumers in the consumer co-operatives and their disposable money, one chose to look to the great mass of trade union and
party members and would not believe that a merely political and
trade union oriented working class was by no means a co-operative
consumer organisation” (34):
-
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the consumer co-operative, “Vorwärts” was financially unsound
from the very beginning. However, it was determined to catch up
with the existing, solid consumer co-operatives in Vienna literally at all costs. It obtained the necessary finance from GÖC - which
allowed “Vorwärts” credit to an extent which was far beyond the
needs of this consumer co-operative. (35) With this borrowed

910

capital “Vorwärts” opened up new shops in every working class
district and paid out exorbitant dividends to members. However,
this business policy did not lead to the hoped success, and the
sham, unearned refunds and surpluses only served to endanger
the standing of the other Vienna-based consumer co-operatives
as competition broke out between “Vorwärts” and the other
consumer co-operatives. They also went ahead with the opening
of new shops, reduced their prices and increased their dividends... and ultimately undermined their own financial basis.
The setting up of own production financed by share capital,
reserves , and members’ savings deposits could not keep pace
with the external growth and brought the consumer co-operatives slowly but surely into a situation in which they were
dependent upon the big banks.
-

the financial problems of individual consumer co-operatives
ultimately meant a financial burden for GÖC to whom they owed
considerable sums of money which they could not pay. Although
it had been clearly laid down in the guidelines at the time when
GÖC was founded, that goods would be supplied only against
cash payment, the GÖC management had allowed a number of
consumer co-operatives credit to an extent which exceeded their
financial resources. These consumer co-operatives remained
indebted to the suppliers for the greater part of their stock. (36)
Kaff believes this was done with the well thought - out purpose
of assembling a financially dependent guard of consumer cooperatives around GÖC. (37) But it got GÖC itself into trouble.
In 1913 consumer co-operatives from all over the country had to
make considerable financial sacrifices to secure the liquidity of
GÖC. (38) GÖC itself was not able to pay its suppliers immediately, and it was often obliged to buy goods through wholesalers
rather than direct. The latter were well able to ensure that they
were adequately compensated for providing this credit; the overall result was that GÖC lost in competitiveness. The attempt to
save Viennese co-operatives from bankruptcy without the necessary capital but merely by means of reorganisation and propaganda finally brought not only GÖC itself - but also the movement
as a whole - into danger. (39)
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the Hammerbrotwerke did not achieve the hoped for success
either. The high transport costs from its location outside Vienna
deprived this bread factory of its chance to provide effective
competition. (40) Because this project had been too generously
proportioned from the very beginning (41) it sank ever deeper
into financial difficulties.

It was these financial problems which in 1913 prompted the then
top man in the Austrian consumer co-operative movement, Karl
Renner, to set up the “Kreditverband der österreichischen Arbeitervereinigungen” (42) (= credit union of Austrian workers’
associations).By this means it was possible to mobilise trade union
money as well as those of consumer co-operatives and socialistic
organisations and make these funds available to the consumer cooperative movement. The “Kreditverband” did in fact manage to
rescue Hammerbrotwerke and GÖC from financial ruin, but these
still financially weak organisations did not fully recover until the
war came.
1.3.

THE PERIOD OF RATIONING

After a prolonged lean period which had threatened their continued existence, the consumer co-operatives were finally set on the
road to recovery by the First World War (43) when they were
incorporated into the distributing organisation of the wartime
economy. With the object of avoiding strikes and revolts amongst the
factory workers engaged in the production of war materials and illsupplied with foodstuff, “Lebensmittelverbände” (= grocery associations) comprising representatives from the consumer co-operatives
and the companies were set up to organise supplies of foodstuffs to
the factories engaged in war work. This development certainly
worked out to the advantage of the consumer co-operatives. The fact
that they were entrusted by the state to organise food supplies
enabled them to overcome their shortage of capital. By virtue of the
fact that they were now working at full capacity, co-operative-owned
production facilities became profitable and the consumer co-operatives were able to repay their debts to GÖC. Thus all suppliers of war
materials - including the co-operatives - made record profits. They
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were granted new government loans and relations to the state
improved considerably . However, it is questionable whether, in
view of the concessions which they made, (44) the consumer cooperatives could still be described as having been co-operatives
during those war years. (45)
The immediate post–war period was one of considerable expansion for the co-operative enterprises. By virtue of the fact that they
had become better organised during the war, the workers were now
in a stronger position to negotiate. Furthermore, the influence which
the co-operatives now exerted on government offices was considerable, and many communities were under working–class administrations. Having gained the upper hand over the government, and
having had their demands satisfied, the working classes now set
their sights on a socialisation of the economy.
According to Kaff the consumer co-operatives could only have
been regarded as a means to achieving an end. No attempt was made
to do anything about the penalising tax burdens, impositions, and
trading restrictions to which they were subject. However, this may
have something to do with the fact that the Social Democratic Party
was linked to the Christrian Socialists (the “grocers‘s party”) in a
coalition even at the height of revolutionary developments in 1919.
(46)
Retention of the rationing system and the difficult situation
prevailing on the grocery market brought an enormous influx of new
members to the consumer co-operatives. Ten thousands joined the
consumer co-operatives knowing that there would be a regulated
and fair distribution of goods. The political orientation of the “three
pillars”was maintained and the fact that the social democrats were
the leading force of the coalition led to the founding of a series of
mixed-ownership non profit enterprises in which the consumer cooperatives and their GÖC - but also agricultural organisations - had
a capital interest. (47)
The consumer co-operatives in close coordination with the labour
organisations gained influence everywhere. However, they had to
bow to public demands by participating in the new non-profit
enterprises which were established. And this despite the fact that
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the union newsletter was already discussing the incompatibility of
party and business appointments (48) on the basis of recent experiences. However, it was hoped that the consumer co-operatives
would benefit materially from these participations.
The first non-profit enterprise was a shoe factory that until 1918
had produced footwear for the military. (49) The government provided the factory building, the farmers were expected to provide the
untanned leather and hides, and the consumer co-operatives were
expected to buy all the shoes produced for resale to their members.
By this means the middlemen in the leather and shoe trade could be
cut out. Totally GÖC had holdings in 23 “non-profit enterprises”. (50)
The political objective of gaining economic influence - under the
auspices of the new power which the working class had gained - also
meant that many consumer co-operatives would have to amalgamate, (51) that big production units would have to be set up, that new
houses would have to be bought and converted. In other words, a
reorganisation had to be envisaged that was far beyond the financial
and organisational means of the consumer co-operatives. This became readily apparent in the textile sector, at the Hammerbrotwerke in Schwechat, and in the takeover of the Stafa department store.
Particularly in view of the influx of new members the consumer
co-operatives considered it necessary to open up a large number of
new shops. However, they did not always have the necessary funds
for this purpose and often sought to solve this problem by remaining
in debt to GÖC for the deficit.
Organisational changes at co-operative union level contributed to
this development. The union statute of 1919 foresaw the closest
possible ties and co-operation between the union and GÖC, and it
was agreed that, on the basis of previous agreements, the same cooperators should be elected to the GÖC supervisory board and to the
union committee (52)
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Table 3:
DATA ON THE CONSUMER CO-OPERATIVES FROM
1919-1928
Year

Members

Co-operatives

Shops

1918
1919
1920
1921
1922
1923
1924
1925
1926
1927
1928

214,941
317,866
503,622
574,116
511,019
481,949
475,520
321,014
317,936
253,567
255,614

105
-1)
103
-1)
108
103
128
130
129
125
121

394
458
584
707
687
767
841
847
867
896
928

1) data not available
Source: Seibert, 1978, p. 106

On the whole Austrian consumer co-operation at that time was
characterised by a rigid link party - co-operatives and by the
compulsory trade regulations of the government. It was very easy to
build up consumers’ organisations under those conditions. The state
carried the purchasing risk and covered all the losses. Co-operatives
were able to get goods within the restrictions of rationing and
payment to the government departments could take place later, i.e.
with already devaluated money.
There was a spate of founding and participation activity which
only remotely - or sometimes not at all - fitted in with the movement’s
own means, its financial structure, or its requirements. (53)
The amendment to the co-operative law in 1920 brought the legal
situation into line with this formation of big co-operatives. The
“delegacy system” and the limitation of members’ liability became
embodied in the law. The amalgamation of consumer co-operatives
was also made easier.
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1.4.

LIBERALIZATION IN TRADE

The exit of the social democrats from the “grand coalition”in 1920
and the liberalization in trade followed by postwar inflation, which
in turn led to the dismantling of the state control, brought new
problems to the consumer co-operatives.
-

-

-

-

The end of rationing resulted in the withdrawal of thousands of
members, who had only joined the consumer co-operative movement because of the emergency of the wartime and postwar
situations. Many consumer co-operatives had to reduce the size
of their apparatus as a result and found themselves in financial
difficulties.
refunds could not be paid during the years when goods were in
short supply or at the time of currency depreciation. Even then,
members were glad enough just to be able to obtain the goods.
for the consumer co-operatives there was no value conservation
policy during the inflationary period. At a time when small
private traders hung on to their stock, the consumer co-operatives sold theirs with loss of substance. Many consumer co-operatives resorted to rationing again. This measure was highly
unpopular, particularly amongst those members who had joined
after the war. In Vienna it resulted in co-operative turnovers
falling to the half of their previous level (54).
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The competitive situation in the retail trade had meanwhile
undergone major changes also. (56) Only taken Vienna the number
of retail shops increased from 40,000 in 1913 to 85,000 by 1930. As
a result the consumer co-operatives had to be satisfied with a greatly
reduced gross profit. This fell from 15.55 per cent in 1913 to 11.91 per
cent in 1923. Accordingly, the earnings of the consumer co-operatives fell to a minimum. The surplus, which in the year 1913 had
amounted to 4.25 per cent of the turnover, dropped to 0.48 per cent
in 1924. By 1929 it had risen to 1.57 per cent.
The boom phase which followed the 1924 crisis (stock exchange
crash) and which lasted until 1929 was used by the consumer cooperatives to reorganise themselves as membership numbers and
turnovers fell.
-

a co-operative by co-operative investigation was carried out to
determine whether they could be adapted to the new economic
conditions, and if so how.

-

the principle of co-operative neutrality was adopted in order to
allow a switch to a free market policy. The consumer co-operatives now began to reorientate on a politically neutral basis but still
with a special relationship to socialistic organisations (57) This
loosening of ties to the party saved the co-operatives from sharing
the same fate as the “Arbeiterbank” in 1934.

-

there were mergers and concentrations. Each consumer cooperative was supposed to support only the shops which it could
keep easily supplied from the central depot without incurring
excessively high transport costs. Smaller co-operatives were
merged to form big, homogeneous and efficient organisations regional or district co-operatives - serving an entire territory.

-

the tendency towards uniformity became apparent in both the
statutes - most consumer co-operatives adopted the standard
statute from the Verband - and in the structure of the annual
statements.The latter were prepared in accordance with standard guide-lines and thus became comparable.

-

GÖC began taking over desolate enterprises which had close ties
to the labour movement in Austria (particularly food producing

many consumer co-operatives had invested too much. Consequently they were rich in terms of material value but poor in
working capital. Some of the bigger co-operatives, but also quite
a number of the smaller ones too, faced financial ruin.

In 1922 again the consumer co-operative movement was rescued
from the certain catastrophe - despite heavy individual losses — by
a joint action on the part of the trade union movement, the social
democratic party, and the consumer co-operatives, who together set
up the “Arbeiterbank”. (55) At the same time it was intended that the
“Arbeiterbank” should guarantee the financial independence of the
consumer co-operatives in order to ward off outside influences which
in recent years had quasi by force changed the nature of the
consumer co-operatives.
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Table 4:
TABULAR SUMMARY OF KEY STATISTICS OF CONSUMER CO-OPERATIVES BELONGING TO THE ZENTRALVERBAND FROM 1913 TO 1937

District
Wien (KGW)
Niederösterreich
Oberösterreich
Salzburg
Tirol
Vorarlberg
Steiermark
Kärnten
Burgenland
Total 1937
Total 1936
Total 1935
Total 1934
Total 1933
Total 1932
Total 1931
Total 1930
Total 1929
Total 1928
Total 1927
Total 1926
Total 1925
Total 1924
Total 1923
Total 1913

Manning level

Consumer
co-ops

No. Reporting

Shops

in shops

total

5
25
21
2
3
6
12
6
30
110
99
101
101
103
109
109
115
117
121
125
129
130
128
103
91

1
25
20
2
3
6
12
6
29
104
95
93
91
94
102
101
104
106
108
109
117
118
118
100
91

303
213
130
25
31
24
167
70
56
1,019
1,002
1,001
1,010
1,012
1,017
1,011
991
963
928
893
877
847
841
767
299

749
404
261
40
64
56
299
122
72
2,067
2,039
2,005
1,966
2,194
2,350
2,399
2,492
2,462
2,480
2,372
2,738
2,715
-

1,341
563
445
63
90
104
444
191
91
3,332
3,276
3,167
3,168
3,413
3,565
3,735
3,901
-

Source: Baltzarek, 1986, p. 70

factories and textile plants) and converted these into active
companies. By taking over textile businesses the GÖC co-operative department stores emerged; the risky textile business was
thus separated from the general goods trade within the cooperatives. Thus GÖC had now outgrown its original function of
being purely a wholesale purchasing society.
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No of members
96,848
44,264
28,726
6,359
7,255
6,108
48,919
14,405
9,911
262,795
259,404
263.037
264,464
267,266
268,210
267,665
263,137
259,932
255,614
253,567
326,469
321,014
475,520
481.949
152,278

Shares

Total reserves

986,211
548,831
649,383
52,018
78,414
65,245
707,926
285,799
137,688
3,511,515
3,438,931
3,385,981
3,388,096
3,334,575
3,196,828
3,077,283
2,820,371
2,557,067
2,202,403
1,907,190
1,715,691
1,403,261
990,536
766.539
3,333,586

3,239,791
2,744,760
1,567,736
143,925
361,618
397,522
2,318,267
852,416
550,839
12,176,874
11,786,738
11,205,840
11,351,103
9,717,238
10,249,670
9,871,161
9,417,602
9,080,647
8,853,534
8,055,469
7,925,130
7,626,708
1,144,758
521.530
2,447,280

-

GÖC founded a special credit organisation, “Gara” for the sale of
durable consumer goods.

-

in 1925 the patronage refund was reintroduced (it amounted to
between 1 and 5 per cent) and the “paper soldiers” (description
used for those members who existed on paper only, but who never
bought anything) were deleted from the membership lists.
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Table 4: (continue)
Turnover
District

Wien (KGW)
Niederösterreich
Oberösterreich
Salzburg
Tirol
Vorarlberg
Steiermark
Kärnten
Burgenland
Total 1937
Total 1936
Total 1935
Total 1934
Total 1933
Total 1932
Total 1931
Total 1930
Total 1929
Total 1928
Total 1927
Total 1926
Total 1925
Total 1924
Total 1923
Total 1913

on basis of 1
year

41,746,990
22,426,995
16,269,754
2,353,285
3,753,569
3,622,894
21,901,640
7,919,101
4,612,493
124,606,721
118,196,997
115,395,681
115,183,463
129,322,898
139,283,900
147,901,472
158,280,137
160,316,807
146,800,015
138,594,567
131,410,380
133,845,977
125,094,032
95.700,742
67,482,333

on a per shop

137,779
105,291
125,152
94,131
121,050
150,954
131,148
113,130
82,366
122,285
117,96
115,280
114,043
127,790
136,965
146,292
159,717
166,894
160,344
155,201
149,841
158,023
148,744
124.773
225,693

on member
basis

shares

reserves

savings deposits

debts

55,779
55,512
62,336
58,832
58,649
64,694
73,249
64,911
64,062
60,284
57,968
57,554
58,587
58,944
59,274
61,651
63,515
63,319
60,000
58,429
47,995
49,298
-

431
507
566
370
517
593
447
549
465
474
456
439
435
483
519
552
601
618
582
546
402
417
263
198
462

10.18
12.39
22.60
8,18
10.80
10,68
14.47
19,84
13.89
13.36
13.26
12.87
12.79
12.47
11.92
11.49
10.72
9.83
8,61
7.52
5.25
4.37
2.08
1.59
21,88

33.45
62.00
54,57
22,63
49.84
65,08
47.39
59,17
55.57
46.33
45.44
42.60
42.86
36.36
38.22
36.88
35.79
34.93
34.63
31.77
24.27
23.76
2.41
1.08
15.94

67.39
57.53
40,26
40,18
16.66
59,65
59.09
55,48
11.11
56.24
51.18
48.56
49.15
66.80
73.43
77.10
82.12
74.92
73.60
63.11
41.79
36.09
18.00
7.59
55.05

18.55
12.86
18,13
23.28
24,46
10.74
20,80
42.85
17.29
17.16
17.37
16.41
17.28
16.76
17.52
21.58
21.01
20.33
17,33
14.88
13.60
2.93
1.96
7.34

This upswing in the fortunes of the consumer co-operative movement was brought to a halt by the world depression after 1929. There
was a major drain on savings deposits and turnovers declined
sharply. Yet the consumer co-operatives managed to maintain their
market share throughout the difficult years up until 1933 - and this
despite having made various enemies and despite the fact that many
of their members had either lost their jobs or were working on a short
time basis only. Thanks to financial aid from the “Arbeiterbank”,
and also to the systematic build–up of a central co-operative own
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Per member there are

on per shop
employee basis

production by the new GÖC manager, Andreas Korp, the consumer
co-operatives were even able to enhance their status in the department store sector.
1.5.

THE MOVEMENT UNDER THE AUTHORITARIAN REGIME

However it was not the economic but rather the political crisis
which brought dangers and paved the way for upheavals. Since 1920
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the Social democrats had been excluded from national goevernment
and had their strong holds only in “Red Vienna” and in the largaer
indusstrial towns. Under the impression of Italian fascism authoritarian tendencies became more and more powerful in the conservative camp at the end of the 1920‘s. An authoritarian economic policy
from 1933 onwards, catered mainly to the interests of the petty
bourgeoisie, the small private traders and shopkeepers. It was
prepared to strike at the consumer co-operative movement. (58)

Despite all these adverse circumstances the co-operatives continued to develop. (61) The closing down of 5 per cent of the shops even
prompted a consolidation phase. The shops closed down were those
showing the worst performances. (62) As far as GÖC was concerned,
a new era of co-operative own production was started (chemicaltechnical factory, printing shop, paper manufacture, wine cellars,
chocolate, sugar, clothing, undergarments, and vinegar factories).
In 1938 these activities were taken over by a new affiliate company,
Co-op Industriegesellschaft. At the same time the department
stores were concentrated into department store companies on a
territorial basis. The amendments to the co-operative law in 1934
and 1936 (compulsory membership to an auditing union) set the
stage for the setting up of a uniform consumer co-operative parent
organisation.

-

in 1933 the consumer co-operatives were made subject to the
trade regulations and thus - like the small private traders - were
incorporated into the Chamber of Commerce. As a result the
consumer co-operatives were forced to request licences and certificates of competency for their branch managers.

-

In those days the consumer co-operatives enjoyed considerable
tax privileges in case of restricting sales to members only. (59)
Business rivals made a point of reporting sales to non-members,
and in doing so made sure that the co-operative in question
incurred heavy tax penalties.

-

The consumer co-operatives were forbidden by decree opening of
new branches, also to increase their membership beyond its
strength as of January 1, 1934, and to supply goods to public
corporations. They were ordered to restrict their public relations
activities to members only. Self-administration was abolished.

-

Five per cent of the shops had to be closed down.

-

After the short civil war of February 1934 the “Arbeiterbank” was
dissolved by the triumphant conservative dictatorship.

Closing down of the co-operatives themselves was prevented by
the intervention of the agricultural co-operatives (60) and by the
subjugating of the consumer co-operatives under the authoritarian
regime. When the consumer co-operatives suffered heavy financial
losses the government was moved to restore a certain “autonomy” to
the co-operatives. Even partial self administration was restored in
1935.
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The occupation of Austria by Germany in 1938 marked the
beginning of the end for the consumer co-operatives. The first step
was to get rid of the old management in the consumer co-operative
establishment and the trend towards bringing the co-operatives into
line as quickly as possible. (63) The co-operatives became a playground for the National Socialists, the influence of the members and
the elected representatives was steadily reduced. Advertising was
prohibited, the leisure time organizations were closed down, and all
tax privileges were abolished.
With the beginning of the war the consumer co-operatives were
initially found useful in helping to regulate the distribution of goods.
Under local pressure, leading representatives of the consumer cooperatives were even prepared to take up membership in the
NSDAP. By this means it was possible to retain good business
managers. But then in 1941 the order came for the immediate
winding up of consumer co-operative facilities and the whole organization was incorporated into the “Gemeinschaftswerk der deutschen Arbeitsfront”, the regime‘s substitute for a trade union
organisation. The co-operators were compensated for their shares.
Finally the co-operative union itself disappeared in 1943. The union
secretary, A. Vukovich just managed within the framework of this
takeover (by amalgamating several co-operatives and liquidating
smaller ones) at district co-operative level to set up 22 “supply rings”.
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These provided for geographically clearly defined and organised
territories which were transport oriented on regional warehouses.
This streamlined and highly concentrated organization (64) served
as a basis on which the reconstruction of the co-operatives after the
end of World War II could take place.
1.6.

SUMMARY

The development of the consumer co-operatives in Austria prior
to 1945 should essentially be seen and assessed against the background of a dominant political environment. Up until the turn of the
century it were middle class interests which promoted the consumer
co-operatives to achieve a conservative modernisation. By providing
the means for self help within the framework of the law they hoped
to persuade members that there was a social necessity to keep the
different classes in their places - despite the beginning of industrialization and a hardening of the social-political fronts. Subsequent
to the year 1903 it was the social democrats who were able to use the
consumer co-operatives as a means to pursue their political aims.
The consumer co-operatives were to be used as a weapon in the class
conflict. Both these development phases brought the consumer cooperatives into serious difficulties. During the middle class era it
was a lack of experience in business matters which prevented
efficient management - in most cases they were unable to handle the
switch from a pre-ordering system to normal business methods.
During the social democratic era the total amalgamation of party
politics and the business demonstrated that a labour movement
which is only politically and trade union-wise oriented is by no
means any guarantee of a co-operatively successful consumer organization.

The Consumer Co-operatives in Austria
2.

DEVELOPMENT OF THE CONSUMER
CO-OPERATIVES 1945-1978

2.1.

DEVELOPMENT UP TO THE TIME OF THE 1969
REFORM

The reconstruction of the consumer co-operatives after the Second
World War proceeded rapidly. This was thanks to the energetic
efforts of the last freely elected representatives - who still considered
themselves to be responsible for the consumer co-operatives. As
early as 1946 they were ready to form the new consumer co-operative
union, “Zentralverband der Österreichischen Konsumgenossenschaften” , and the “Allgemeine Österreichische Konsumgenossenschaft” (AÖKG) - the latter for the restoration of the co-operative
assets.In principle AÖKG could also serve as a parent organisation
for the other consumer co-operatives (65) so that even in those days
a national consumer co-operative was already well within reach.
However, in 1946 out of the AÖKG emerged the national Cooperative Bank (Zentralkasse), a management and equalisation
institute in the finance sector (66) and an example of how this
concentration of functions paved the way for the total concentration
which came later on.
Regional co-operatives were established on the basis of the 22
supply rings. A regional co-operative was founded for each supply
ring. Only 6 of the 22 supply rings were split into two. In all,
therefore 28 big co-operatives came into being.
Except in Vorarlberg where they opted to revert to the former
system of local co-operatives, 95 per cent of the sales volume of all
consumer co-operatives were united in these 28 big co-operatives.
The organising itself was in keeping with a standard pattern: a
standard statute was drawn up for all consumer co-operatives and
was accepted by all without exception.
Over the next ten years a whole host of new co-operatives were
founded on the initiative of the members. This carried on until the
time of the next concentration movement. (67)By the year 1951 the
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Table 5:
KEY DATA REGARDING THE CONSUMER CO-OPERATIVES
Financial Year
No. of active consumer co-operatives
No. of members
Membership in % (1948 = 100 %)
No. of shops
No. of shops in % (1948 = 100%)
No. of self-service shops
Capital requirement in 1,000 Schillings
Turnover in million Schillings
Turnover in million Schillings after index adjustment
Turnover in relation to 1948 = 100 %
Dividend in 1000 Schillings
Dividend in % (1948 = 100 %)
Own production in 1,000 Schillings
Manning level
Manning level in % (1948 = 100%)

1948

1951

1954

IN THE YEARS 1948, 1951, 1954, 1957, AND 1960-1968
1957

1960

1961

1962

1963

1964

1965

1966

1967

1968

33

57

66

66

65

64

63

63

63

62

59

58

58

141,411

277,053

337,295

373,833

399,817

409,638

415,938

427,304

442,098

456,334

467,830

475,718

490,879

100.0

195.9

238.5

264.4

282.7

289.7

294.1

302.2

312.6

322.7

330.8

336.4

347.1

1,243

1,357

1,443

1,574

1,634

1,634

1,648

1,648

1,635

1,585

1,547

1,521

1,488

100.0

109.2

116.1

126.6

131.5

132.2

132.6

131.5

129.5

127.5

124.5

122.4

119.7

-

10

13

25

114

167

210

257

315

366

463

535

591

89,694

257,961

463,157

521,552

616,959

671,122

713,070

768,767

807,322

872,528

473.3

1,218.4

1,630.6

2,103.2

2,444.0

2,598.8

2,778.8

2,973.2

3,208.1

3,493.3

3,643.9

3,895.1

4,217.2

474.3

661.4

782.3

963.8

1,073.0

1,112.7

1,126.5

1,169.5

1,217.2

1,250.6

1,284.1

1,323.9

1,415.2

952,372 1,026,187 1,073,282

100.0

139.4

164.9

203.2

226.2

234.6

237.5

246.6

256.6

263.7

270.7

279.1

298.4

4,667

15,087

26,602

34,743

46,627

49,886

53,811

58,945

63,082

69,174

72,727

77,946

79,219

100.0

323.3

570.0

744.4

999.1

1,068.9

1,153.0

1,264.2

1,371.3

1.482.2

1,558.3

1,670.2

1,697.4

41,571

125,323

185,663

244,132

302,852

321,463

335,256

355,798

378,972

413,099

430,708

473,902

530,181

7,685

9,961

10,841

12,977

13,835

14,257

14,435

14,489

14,434

14,411

14,028

13,996

13,942

100.0

129.6

141.1

168.9

180.0

185.5

187.8

188.5

187.8

187.5

182.5

182.1

181.4

Source: Verbandsstatistik 67/68

membership had been increased to its 1937 level. In 1949 the
dividendwas reintroduced (up to 2 per cent).

them as low as possible with the object of improving profitability or
permitting the accumulation of capital. (69)

This impressive increase in membership was the result of a wide
scale advertising campaign. Meanwhile, however, political orientation and co-operative ideals had become less important than the
economic advantages of co-op membership.The principle of cooperative neutrality was emphasised. It was on this ticket that the
consumer co-operatives hoped to cross over social barriers to win
new members and to prove their efficiency day by day. (68) This new
approach to the member, this tendency for member relationships to
become mainly economic, led to the situation where the member
would only give preference to the co-operative shops when its offer
was the most attractive in terms of both price and quality. Accordingly, co-operative advertising was essentially product advertising.
The consumer co-operatives adapted themselves more and more to
the competitive structure and suppressed what had formerly been
their main objective. Namely that of eliminating the excessively
high costs of the private distribution apparatus or at least keeping

This competitive structure was characterised by an upheaval in
the retail trade which started in the mid ‘fifties. Concentration, cooperation, and integration changed the whole appearance of this
branch of the economy. (70) Efforts to streamline and the pressure
of competition led to the creation of big trading companies (department stores, multiple stores), and co-operation centres for the small
private traders (voluntary pooling). Group competition was the
result and this had the effect of greatly increasing productivity. It
also led to a more aggressive marketing approach on the part of the
respective competitors. Hand in hand with this development came
the trend towards new distribution methods. First came the selfservice shops and the supermarkets. These were later supplemented
by hypermarkets and discount stores. Consequently the price war
became an increasingly important aspect and forced all concerned to
rationalise even further. And still the structural changes in the
retail trade went on ... and are still going on.
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Faced with this competition the consumer co-operatives initially
- and hesitantly - gave first priority to their distribution policy. In
1950 the Linz consumer co-operative opened the first self-service
shop in Austria. However, a progress report in this respect from
1959 pointed out co-operative weaknesses vis a vis competitors. (71)
By that time some 84 per cent of all self-service shops were operated
by the organised retail traders whilst only 8 per cent were cooperative-operated - and this despite the fact that the turnovers
achieved by self-service shops were on average 79 per cent higher
than those of shops with service. This same progress report described both the size of the co-operative branch shops and also the
turnovers achieved by the individual shops as being unsatisfactory.
It was stated that 87 per cent of the shops were too small compared
with those of competitors. Many consumer co-operatives regarded
the personal services rendered to members when making purchases
as so important that they were unwilling to abandon the traditional
service system. (72)
A three-year working programme was drawn up to improve this
situation. Its features included a drastic rationalisation and modernisation of the distribution system as a whole, with the development
of self-service shops and the central distribution system (branch
shops with up to 1,000 square metres sales space were opened up
(73), special training programmes were organised for sales staff, and
a detailed analysis was made of costs and profitability of the
smallest shop type). There was also talk of more disciplined cooperation at union level. Improvements of the shop structure,
concentration of sales and distribution, and closer links between the
co-operatives and their wholesale purchasing organisation (GÖC)
could be recommended but not enforced. Mere union discipline was
recognized as being inadequate given the radical structural changes
in the Austrian retail trade as far back as 1964. (74) The ideal of an
integrated co-operative movement was advocated. (75) However,
time was not ripe for this conception and the structural problems in
the consumer co-operative movement were becoming more acute:
-

the co-operatives on the whole developed along quite different
lines. Of the 66 consumer co-operatives in existence in 1964, 3
had performance problems and 8 had structural problems.

928

The Consumer Co-operatives in Austria
-

the financing of their development was a general problem. The
equity capital to total capital relationship declined continuously
(1958: 50 per cent, 1964: 41 per cent, 1966: 36 per cent, 1969: 34.5
per cent - although, as pointed out in the union report, individual
co-operatives deviated considerably from these figures . Throughout the ‘sixties there was a marked shortfall in the self-financing ratio in the investment programs.

-

the number of consumer co-operatives more than doubled between 1948 and 1958. A continuous concentration process did not
get underway until the early ‘sixties and it was 1963 before the
total number of shops began to decline. (76) The number of selfservice shops had been sizeably increasing since 1957.

-

the membership continued to grow from 1946 onwards. The
annual growth rates, which until 1955 could be described as
having been particularly high, had meanwhile settled down to a
level of 2 per cent. (77)
One of the main reasons for the increase in membership was the
high refund. In the year 1968 this totalled 79 million Austrian
Schillings. In 1966 a representative survey revealed that value
for money and the wide choice of goods offered by the consumer
co-operatives were the most important aspects. At the same time,
however, customers from the higher income bracket and higher
up the social ladder often regarded the quality of goods in the
consumer co-operative shops as inferior. The multiple stores
were regarded as being more progressive. The advantages of a
refund or a rebate were enjoyed by customers of the multiple
stores as well as by members of the consumer co-operatives. (78)
The membership had become heavy in its age structure. (79) (cf.
Table 6)

The over-seventy age group accounted for twice as many members
as the under-thirty age group.Further more, 30.9 per cent of the
members taken into account were retired. (cf. Table 7)
-

the index-adjusted turnovers had almost doubled since 1951. The
market share had remained extremely stable. In the grocery
sector it had never exceeded 10 per cent and until 1962 had been
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Table 6:

falling gradually but steadily. On completion of their three-year
working programme the consumer co-operatives began to advance again slowly.

AGE STRUCTURE OF MEMBERS
Age

Table 8:

Members

under 30 years
30 - 40
40 - 50
50 - 60
60 - 70
over 70

SHARE OF THE RETAIL MARKET ACCOUNTED FOR
BY CONSUMER CO-OPERATIVES AND CONSUMER
CO-OPERATIVE DEPARTMENT STORES 1950-1968

3.7 %
17.0 %
25.0 %
26.0 %
20.6 %
7.5 %

Year

Source:Verbandbericht 1961

Table 7:
ABSOLUTE MEMBERSHIP AND MEMBERSHIP GROWTH
RATES FOR THE CONSUMER CO-OPERATIVES
BETWEEN 1948-1968
Year
1948
1949
1950
1951
1952
1953
1954
1955
1956
1957
1958
1959
1960
1961
1962
1963
1964
1965
1966
1967
1968
Source: Ruppe 1970, p. 81

930

No. of members
141,000
197,800
239,500
277,100
302,600
320,900
337,300
355,400
366,400
373,800
383,500
389,400
400,000
409,600
416,200
427,300
442,100
456,300
467,800
475,718
490,879

1950
1955
1960
1961
1962
1963
1964
1965
1966
1967
1968

Growth over year previous
40.00
22.00
15.70
9.20
6.10
5.10
5.40
3.10
2.00
2.60
1.54
2.65
2.34
1.61
2.67
3.47
3.21
2.52
1.69
3.19

Retail trade1
turnover turnover
consumer consumer
total retail grocery
cocotrade
retail trade
operative operative
department
store2
in billion Schillings
18,9
35,9
50,4
55,2
61,1
65,4
69,1
74,4
78,1
81.6
85,2

7,7
16,3
23,1
25,1
28,7
30,6
32,6
35,3
37,0
38.9
40,1

0,878
1,849
2,444
2,599
2,779
2,973
3,208
3,493
3,644
3,895
4,217

0,134
0,234
0,305
0,342
0,384
0,421
0,468
0,526
0,560
0,612
0,668

turnover consumer cooperative market
share3
in retail
in retail
trade as a grocery
whole
trade4
% share
5.35
5.80
5.45
5.33
5.18
5.19
5.32
5.40
5.38
5.52
5.73

9.69
9.64
8.99
8.80
8.23
8.26
8.36
8.41
8.37
8.51
8.94

1. Basis was the turnover estimated by the Institut für Wirtschaftsforschung for 1958 (indices for turnovers
and deliveries in retail trade, Supplement to “Monatsberichte” Nr. 73, Vienna 1963, page 7) extrapolated
with the index for retail trade turnovers from the Institut für Wirtschaftsforschung
2. without department stores directly under the GÖC wholesale purchasing society
3. including department stores
4. groceries turnover of the consumer co-operatives was estimated at 85 per cent of the total turnover, that
of the department stores as zero.

Source: Ruppe 1970, p. 81

The market share for the retail trade as a whole was between 5
and 6 per cent.
-

GÖC turnover expansion was far behind that of the consumer cooperatives. This development is reflected in the change of the
share of GÖC goods in the total turnover achieved by the consumer co-operatives. In 1959 it accounted for a 38.9 per cent
share but it fell to 32.6 per cent in 1968.
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Table 9:
TURNOVERS ACHIEVED BY THE DIFFERENT UNION
year

1952
1962
1967
1968

consumer co-operatives1

LEVELS 1952–1968

GÖC wholesale purchasing
society

Central own production

department stores

GÖC Group as a whole2

mill. S

1952 = 100

mill. S

1952 = 100

mill. S

1952 = 100

mill. S

1952 = 100

mill. S

1952 = 100

1,474.3
2,778.8
3,895.1
4,217.2

100
188
264
286

866.9
1,115.0
1,437.8
1,537.0

100
129
166
177

150.7
240.8
272.6
289.1

100
160
181
192

188.8
384.4
611.9
668.0

100
204
324
354

1,228.7
1,762.7
2,338.4
2,511.3

100
143
190
204

1. including the primary co-operative own production shown in “Verband” statistics
2. including Co-op-Aussenhandelsgesellschaft

Source: Ruppe 1970, p. 163

Table 10:
TURNOVERS OF THE GÖC GROUP 1952, 1960, 1968
Group company

Großeinkaufsgesellschaft1
Coop-Konsumgüterindustrie GmbH
Linzer Spatenwerk
Linzer Wurstfabrik
ETAB
stores
CoopAußenhandels GmbH
GÖC-group total

1952

1960

1968

Mill.S

in%

Mill.S

in%

Mill.S

in%

866.8

70.6

910.0

61.9

1,537.0

61.2

85.2
17.4
22.3
25.8
188.8

6.9
1.4
1.8
2.1
15.4

125.7
34.5
34.5
31.8
305.4

8.5
2.3
2.3
2.2
20.8

145.7
46.6
56.2
40.7
668.0

5.8
1.9
2.2
1.6
26.6

22.3

1.8

28.8

2.0

17.0

0.7

1,228.6

100.0

1,470.8

100.0

2,511,2

100.0

1. including the department stores directly under the wholesale purchasing society.

Nevertheless, in retrospect it can be said that undisclosed reserves were built up during these years - reserves which the group was
still living from in the ‘seventies and ’eighties.
As will be apparent from Figure 2, by 1969 the Austrian consumer
co-operative movement had become a concentrated organisation,
but not an integrated one (81) with structural problems. It seemed
the right thing to aim for economising and efficiency increasing
effects in the wholesale purchasing, warehousing, and sales sectors
by concentrating. This idea was also discussed at the 1966 International Co-operative Alliance congress which recommended concentration as a strategy to overcome economic problems. (82)
Two alternatives for a future development were discussed at the
1967 congress, namely:
-

total integration to form a national, centrally managed organisation, or

-

partial integration in the form of a co-operative enterprise group.

Source: Ruppe 1970, p. 84

-

the role of the co-op consumer goods industry as supplier to the
consumer co-operatives became less and less important after
1948 (80)
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Source: Ruppe 1970, p. 79

Fig. 2

(AT 1976 PRICES)

OWN PRODUCTION AND ITS SHARE OF THE TOTAL SALES TURNOVER

Source: Jahrbuch 75/76
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The first of these variants was rejected on organisational reasonsbecause of the demands which such a united enterprise would make
to the management and the effect which it would have on the
upholding of co-operative democracy. An attempt to realise the
second variant was launched by appointing a reform commission in
1967 (83) Partial integration was to be achieved on the basis of
independent consumer co-operatives and thus still upholding the
democratic character of the movement. During the course of 17
working sessions between February 1968 and March 1969 this
commission drew up “Konzept 1969” . On the basis of the expected
general trends in the economic sector this concept recommended the
structural reorganisation of the Austrian consumer co-operative
movement and also a distribution concept. The following of the
commission’s recommendations were unanimously approved by the
1969 Congress: (84)

Thus an effort was made to introduce uniformity into the cooperative movement on important issues - purchasing, distribution,
price and product range policy, investment, and economy of manning levels - as well as in connexion with the introduction of modern
means and methods of rational business management.

-

-

-

-

-

-

the problem of the different size structures of the consumer cooperatives should be solved by amalgamating to form ten regional consumer co-operatives
the shop structure problem should be solved. All shops which
have too low a turnover, or which make too low a contribution to
profits should be replaced by centrally located big shops.
ten regional warehouse centres should be set up on a voluntary
basis to cater for the ten central territories. Consequently the
individual consumer co-operatives should be able to close down
their own warehouses. GÖC should be given the task of stocking
up and maintaining these warehouses and the consumer cooperatives for their part should be bound to co-operate more
closely with the central organs.
the central wholesale purchasing problem should be solved by
replacing the rebate and commission system with a system by
which the individual co-operatives would be bound to GÖC for a
certain offtake.
by a long-term personnel requirement calculation it should be
possible to proceed on a planned basis rather than on that of
improvisation.
the annual general meeting should in future be staged as internal
working conference closed to the public.
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This wave of amalgamations had the effect of strengthening the
GÖC, which, as production and wholesale trading company, now
emerged as a financially powerful support on which most of the
small consumer co-operatives were soon to become dependent. At
the same time, however, it also strengthened the amalgamated cooperatives, which - with their new economic strength - were now in
a position to resist any attempts from the central organs to treat
them as minors.
The national co-operative bank (Zentralkasse) - meanwhile already financing institute, money equalisation centre, and holding
company for key co-operative union functions - should guide this
integration process. The aim was integration without any radical
restructuring of the organisation. However, this would only be
possible given the goodwill of all concerned.
2.2.

DEVELOPMENT FROM 1970 UP TO THE TIME OF
AMALGAMATION IN 1978

Let us first consider the extent to which the concept was successful. Between 1970 and 1973 the consumer co-operative movement
went through a phase of expansion more vigourous than at any other
time in its history. The number of regional co-operatives was
reduced from 24 to 16 by the year 1972. The 8 companies which had
hitherto been active in the department store sector had meanwhile
been reduced to one single company, namely the Forum Department
Store and Mail Order Company. In 1970 the co-operative hypermarket in Vösendorf was opened with 10,000 square metres sales space.
A co-operative furniture store was opened in 1973.
However, these major investment projects made it necessary to
raise the share price by 50 per cent, and to call the capital in more
quickly via an increased percentage of whithholding on the patrio937
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Table 11:
CONSUMER CO-OPERATIVES BASIC DATA 1970–1982
Year

Members

No. of shops

No. of self service
shops

Dividend

1970
1974
1978
1982

531,379
632,399
738,572
812,560

1,331
1,142
1,082
1,009

662
773
817 (1977)
892 (1981)

88.4 Mill.
141.2 Mill.
201,7 Mill.
284,0 Mill.

Production
enterprises
65
62
75
61

Their share of total
turnover

Own production

14.6 %
15.6 %
20,1 %
30,0 %

789,752
1,620,649
-*)
-*)

*) No data available
Source: Weissel, 1986, p. 417

nage refund (dividend). This procedure was by no means accepted
passively, and particularly not by those co-operative members who
were more concerned with the refund.
Worthy of mention in this context is the tendency shown by a new
generation of managers to - at least verbally - emancipate themselves from being dependent upon the elected members’ representatives and the trade unions. (85) Some initiatives were e. g. taken to
break away from the hitherto rigid shop opening hours (86) but
encountered fierce trade union resistance. The 1974 amendment to
the Co-operative Law brought the law into line with the de facto
status quo of the co-operatives. Sales to non-members and the
participation of legal persons were now explicitly embodied in the
law.
The network of branch shops was streamlined with the closing
down of small unprofitable shops and the forcing of bigger, more
efficient units. As a result of this development the number of branch
shops was reduced by an average of 2 per cent per annum between
1971 and 1977. The number of small self-service shops (up to 100 m2)
was even reduced by an 3.5 per cent. At the same time the number
of bigger self-service shops (400 - 1000 m2) was increased by 12 per
cent per annum. Whereas in 1971 17.8 per cent of all shops were
small self-service shops, by 1978 this figure had fallen to 15.6 per
cent. The proportion of bigger self-service shops increased from 5.6
to 19.7 per cent during the same period. Generally speaking the
switch to self-service was being forced in an effort to rationalize. The
938

range of goods sold was steadily extended with the inclusion of nonfood items (mainly textiles and clothing).
The consumer co-operatives displayed considerable skill in the
way they managed this development. In local government building
projects in socialist-controlled municipalities - mostly those in
Vienna - the consumer co-operatives were automatically allocated a
development site with corresponding dedication of land for cooperative benefit. (87)
In 1971 the consumer co-operatives even succeeded in surpassing
the private chain trade in terms of public image. On the criterion of
value for money the consumer co-operatives were just a little behind
the discount chain stores but enjoyed a much better general image.
From a list of desirable aspects the consumer co-operatives were said
to display the following characteristics - big, well-known, consumerfriendly, fair priced, and reliable. (88)
Despite this apparent popularity the consumer co-operatives only
managed to better their market share very slightly during this
period, whilst the chain stores and the organised private traders
gained quite significantly in status. (89) The same trends were even
more pronounced in the retail trade with grocery goods which was
meanwhile developing with remarkably vigourous dynamics. The
market share claimed by other trading companies diminished accordingly as the organised traders gained the upper hand.
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Table: 12

making only 50 per cent of their wholesale purchases at GÖC. In
the case of KG Vienna only about one third of the wholesale
buying was from GÖC. As the biggest and most efficient of the
Austrian consumer co-operatives, KG Vienna had developed its
own production facilities and chose to restrict its trade with GÖC.
(94) Thus, as had also happened in other countries, a state of
“natural conflict” (95) grew up between the biggest co-operative
(KG Vienna) and the wholesale purchasing society (GÖC). On the
other hand, the GÖC-operated “Forum” department stores presented an increasing competitive threat to the consumer cooperative shops.

ORGANISED PRIVATE GROCERS
difference

Shops, total
organised
not organised

1966

1977

absolute

relative

27,862
14,427
13,435

15,278
12,297
2,981

12,584
2,130
10,454

- 45 %
- 15 %
- 78 %

Source: Weissel, 1986, p. 409

Yet only four years later the weaknesses of “Concept 69” were the
basis of a discussion. It was argued that a successful concentration
only would be possible in an organisational form in which a uniform
approach was guaranteed and in which balance sheet presentations
and business methods could be standardized. (90)
-

-

-

the projected mergers to create big co-operatives out of formerly
independent ones could scarcely be achieved without considerable friction. The attempt to amalgamate the Oberkärnten/Osttirol consumer co-operative with the one at Klagenfurt failed
because of the traditional rivalries which existed between the
two cities of Klagenfurt and Villach. (91)
but even between the individual regional co-operatives there
were quite big differences regarding their respective business
efficiency. Amongst the ranks of the consumer co-operatives
those of Obersteiermark, Niederösterreich-Süd und West, Tirol,
Villach, Linz - and very much in particular Vorarlberg (92) - were
problem children. The Zentralkasse (National Co-operative
Bank) had to guarantee their debts. This meant that the economically sound consumer co-operatives, e.g. KG Vienna (93) and
KG Graz, were obliged to help cover the losses of these cooperatives via the jointly financed Zentralkasse.
The Zentralkasse had a further problem in its 100 per cent owned
affiliated company, GÖC. In view of the fact that wholesale
suppliers from the private sector were frequently able to offer
prices lower than those of GÖC, the individual co-operatives were

940

-

a further strain was imposed on relations as a result of KG
Vienna’s strong position at the general meeting of the consumer
co-operative union where it accounted for 40 per cent of the votes.
This meant in effect that KG Vienna needed to win the support
of only one other consumer co-operative to ensure that decisions
which it favoured were carried through.

-

the idea of regional warehouses failed because of the difficulty in
delegating the necessary competences and responsibilities.

-

the financial status of the movement as a whole deteriorated
despite good regional turnovers and profitability. The financial
problems which had been plagueing many of the member links of
the movement even before the expansion phase could not be
solved with the resources available from equity and self financing. The equity capital quota decreased from 33.3 per cent in
1969 to 19.5 per cent in 1976, although, admittedly much of the
loan capital was provided by financing institutions having close
links with the consumer co-operative movement. (96)

The deterioration in the capital asset ratios, it would seem, could
only be borne under the theoretical assumption of an all-embracing
co-operative solidarity. The need to tackle the equity capital problem was urgent. (97)
The integration process meanwhile underway did not yet do away
with the great number of responsibility spheres. The co-operative
common interest played only a weak role; individual co-operatives
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Table 13:
KEY DATA FOR THE CONSUMER CO-OPERATIVES IN THE
Financial Year
Number of active consumer co-operatives
No. of members141,411
No. of members as % (1948 = 100 %)
No. of shops
No. of shops as % (1948 = 100 %)
No. of self-service shops
Capital requirement in units of AS 1000
Turnover in units of AS 1 million
Turnover in units of AS 1 million index adjusted
Turnover relative to 1948 = 100 %
Dividend in units of AS 1000
Dividend as % (1948 = 100 %)
Own production in units of AS 1000
Manning level
Manning level as % (1948 = 100 %)

1948

1954

YEARS 1948, 1954, AND 1966 UP TO 1976

1966

1967

1968

1969

1970

1971

1972

1973

1974

1975

1976

26

66

59

58

58

56

53

47

42

42

40

39

39

141,411

337,295

467,689

475,718

490,589

509,158

531,379

555,918

582,074

606,614

632,445

662,937

698,430

100.0

238.5

330.7

336.4

346.9

360.1

375.8

393.1

411.6

429.0

447.2

468.8

493.9

1,243

1,443

1,547

1,521

1,488

1,413

1,330

1,248

1,196

1,157

1,142

1,122

1,100

100.0

116.1

124.5

122.4

119.7

113.7

107.0

100.4

96.2

93.1

91.9

90.3

88.5

-

13

463

535

591

632

662

704

737

755

773

791

810

89,694

463,157

953,584

474.3

1,653.0

3.643.9

3,895.1

4,223.7

4,633.1

5,426.2

6,367.1

7,466.2

9,167.5

474.3

793.0

1,284.1

1,323.9

1,417.3

1,507.5

1,688.6

1,910.1

2,123.8

2,425.3

2,685.2

2,827.3

100.0

167.2

270.7

279.1

298.8

317.8

356.0

402.7

447.8

511.3

566.1

596.1

625.7

4,667

26,602

72,727

77,946

79,219

82,624

88,445

97,006

107,662

125,271

141,198

159,813

176,224

2,306.9

2,684.2

3,025.5

3,424.3

3,776.0

1,026,187 1,073,409 1,163,915 1,414,691 1,599,441 1,928,450 2,583,615 2,952,234 3,195,004 3,707,994
11,033.2 12,396.2

13,790.8
2,967.9

100.0

570.0

1,558.3

1,670.2

1,697.4

1,770.4

1,895.1

2,078.6

41,571

185,663

430,708

473,902

530,181

657,554

789,752

914,289 1,064,284 1,388,594 1,620,649 1,814,139 2,047,387

6,324

8,429

10,453

10,389

10,243

10,148

10,820

11,216

12,073

13,293

13,644

14,272

14,841

100.0

133.3

165.3

164.3

162.0

160.5

171.1

177.4

190.9

210.2

215.7

225.7

234.7

Source: Jahrbuch 75/76

searched for special advantages in goods trading, local production,
warehousing, and sales promotion. This led to a fragmentation of cooperative power. One reason for these problems lay in the fact that
the organisation structure at this time made it impossible to reach
binding decisions or guarantee the enforcement of decisions once
taken (this was a situation very similar to that which would lead to
the French co-operative crisis of 1985-86). A group of enterprises
operating on the same business level could not be managed by a
common subsidiary. The Konsumverband (Co-operative Union) and
the Zentralkasse (National Co-operative Bank) were examples of
such subsidiaries. An overlapping and clash of interests prevented
maximum exploitation of resources. In such cases there was no
accepted authority who could sort things out. Seen in this light, the
chances of achieving major improvements as a result of the 1969
reorganisation were remote. (98)
These developments were followed up by detailed discussions and
preparations at top committee level in the Austrian consumer co942

operative movement. As a result the reorganisational efforts, particularly those from 1973 onwards (1973 Congress), were launched on
the following basis: (99)
-

to get functional at a single level (= act as a single enterprise)

-

development of a common balancing procedure

-

uniform policy and at the same time assurance of democratic
structure throughout

On June 25, 1976 the Zentralkasse general meeting passed the
resolution that a national primary co-operative should be established in a three-phase process. (100)
-

in a first phase a new co-operative leading organisation would be
founded. Initially this would stand alongside the Zentralkasse
and the Konsumverband. GÖC and the Forum Department Store
and Mail Order Company were amalgamated to form “Zentralkonsum Österreich reg. Gen. m.b.H. (101). The legal problems
943

Robert Blaich

The Consumer Co-operatives in Austria

Fig. 3:
STRUCTURE OF THE AUSTRIAN CONSUMER
CO-OPERATIVE MOVEMENT IN 1976
Consumer Co-operative Union
Consumer Co-ops
1 Vienna
2 West-Niederösterreich
3 Leitha-Heideboden
4 South-Niederösterreich
5 Obersteiermark
6 Graz
7 Klagenfurt
8 Oberkärnten/Osttirol
9 Attnang
10 Ausseerland
11 Salzkammergut
12 Linz
13 Steyr
14 Union Salzburg
15 Tirol
16 Vorarlberg
17 22 local consumer cooperatives
18 2 local consumer cooperatives

Subsidiaries of
consumer co-ops

Central
organisations

Others

e.g.

Zentralkasse

15 workers’ home

Erste St. Pöltner
Dampfbäckerei

GÖC

savings

8 production
enterprise

restaurant

Kogross
Austriamühle
Obersteirischer
Wirtschaftsverein

planning co-ops
and others

Table 14:
OVERVIEW OF THE DEVELOPMENT OF THE AUSTRIAN CONSUMER
CO-OPERATIVE MOVEMENT 1962-1978
1962
1969
Consumer co-ops in Vorarlberg:
Vorarlberg
Vorarlberg

1976

Regions 1978

Vorarlberg

Consumer co-ops in Tirol:
Tirol
Tirol

Tirol

Consumer co-ops in Salzburg:
Tamsweg1)
Tamsweg1)
Abtenau1)
Abtenau1)
Union Salzburg
Union Salzburg

Tamsweg1)
Abtenau1)
Union Salzburg

Consumer co-ops in Oberösterreich:
Mattighofen
Linz
Linz
Attnang
Attnang
Steyr
Steyr
Ausseerland
Ausseerland
Salzkammergut
Salzkammergut

Linz
Attnang
Steyr
Ausseerland
Salzkammergut

Consumer co-ops in Kärnten:
Klagenfurt
Klagenfurt
Villach
Oberkärnten
Spittal
Osttirol

Klagenfurt
Oberkärnten
Osttirol

Consumer co-ops in the Steiermark:
Rottenmann
Rottenmann
Eisenerz
Eisenerz
Mürzzuschlag
Mürzzuschlag
Obersteiermark
Knittelfeld
Knittelfeld
Bruck
Obersteier
Graz
Graz
Graz

West

Oberösterreich

Kärnten/Osttirol

Steiermark

Consumer co-ops in Niederösterreich:
Amstetten
Eisenwurzen
Wilhelmsburg
Traisental
NÖ-West
Großsiegharts
Waldviertel
Gramatsneusiedl
Leitha-Heideboden Leitha-Heideboden
Leobersdorf
Wiener Neustadt
South-NÖ
NÖ-South
East
Gloggnitz
Schwanatal
Consumer co-ops in Burgenland:
Wiesen
Wiesen
Wulkaprodersdorf Burgenland
Source: Konsumverband (Ed.): Jahrbuch/Statistik 1975/76
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Consumer co-ops in Vienna:
Vienna
Vienna
1) local consumer co-operatives
Source: Rößl 1981, p. 36

Vienna
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(102) which arose in this context were minimized by choosing a
name that would assure treatment of the case by an understanding expert in the public register (where tasks are distributed
according to alphabetical order).
Thus the first real step towards achieving a single national
consumer co-operative had been taken. But there was still some
fragmentation because 16 regional consumer co-operatives and
numerous local consumer co-operatives still remained.
-

in a second phase it was intended that the consumer co-operatives should have the opportunity to merge with the Central Cooperative one after the other. In a third phase a national consumer co-operative, “Konsum Austria”, was to be founded by
changing the legal form.
However, it soon became apparent that only the economically
weaker consumer co-operatives were happy to amalgamate immediately. This lead to the fear that the result would be a big cooperative made up of all the weak ones, and that the more
efficient co-operatives would have no interest in joining it. (103)
In view of the negative experiences in other countries (104) a
change was made in the three-phase plan. It was decided that the
second and third phases should be combined and that there
should be a mass amalgamation of all consumer co-operatives
with the Zentralkonsum at the same time followed by the founding of Konsum Austria.
Consequently a committee was appointed to draw up a statute for
the projected Konsum Austria which would be acceptable to all
co-operatives.

Source: Jahrbuch 75/76

CAPITAL RATIOS AND CAPITAL ASSETS RATIOS AND CAPITAL REQUIREMENT
REQUIREMENT
(adjusted according to the wholesale price index)

Fig. 4:

Robert Blaich

The amalgamation was speeded up by a team of leading cooperators which came to be known as “Team 13” and was brought
together on the occasion of a meeting held behind closed doors at
Helenental on March 28, 1977. “Team 13” drew up a preliminary
concept for Konsum Austria and contributed considerably to convince the members’ elected representatives. The first Konsum Austria
board of directors was recruited from this team. (105)
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STRUCTURAL OVERVIEW OF THE CENTRAL SECTOR OF THE
AUSTRIAN CONSUMER CO-OPERATIVE MOVEMENT - PHASE 1

This overview shows the 1st development phase of the three-phase plan drawn up in
1976 with the object of amalgamating all consumer co-operatives. In this first phase
the central co-operative was founded and entrusted with the functions of the former
GÖC and “Forum”., as well as with certain functions of the Co-operative Union.

Fig. 5

Source:

Zentralkonsum Österreich (ed): Die wichtigsten Daten über die österreichische Konsumgenossenschaftsbewegung, Vienna 1976

The basis was established at various meetings of the members in
the spring of 1978, and in May/June of 1978 the general meetings of
14 regional co-operatives accepted the decision to amalgamate.
However, 17 local consumer co-operatives in Vorarlberg and also the
co-operatives Ausseerland, Salzkammergut, Abtenau, Ludesch,
Schruns and “ErsterLungauer Wirtschaftsverein” decided not to
join Konsum Austria (106) Together these latter co-operatives
accounted for about 4 per cent of the total co-operative sales turnover. They did not see any good reason for amalgamating as they did
not have any economic difficulties and did not want to give up “their
co-operative”. Central offices in the consumer co-operative movement exerted some pressure on the individual co-operatives so that
these gained the impression that every co-operative was obliged to
go along with the amalgamation. But this approach did not bring the
desired result with these - perhaps more individualistic and independent - consumer co-operatives.
On June 22, 1978 the necessary resolutions were carried by the
central co-operative general meeting. As the taking-over co-operative, this amalgamated with the 14 taken-over co-operatives. The
general meeting agreed that the company name should be changed
to “Konsum Austria reg. Gen.m.b.H.” The amalgamation took effect
retrospectively from January 1, 1978. A suitable ceremonial act was
staged in the Wiener Hofburg on June 23, 1978. (107)
2.3.

SUMMARY

The Austrian consumer co-operatives staged a quick recovery
after 1945. With important innovations e. g. in the field of selfservice shops they very soon recovered the market share which they
had held before the war. However, a process of increasing competition and concentration took place in the retail trade. New trading
and distribution forms made competition even tougher. In the face
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-

conflict arose between the economically potent consumer cooperatives and the wholesale purchasing society.

-

equity and self-financing resources available to the co-operatives
were not adequate to meet the financial needs of the projected
expansion.

ORGANISATION OF THE KONSUM AUSTRIA

Official
Technical Department

Department Region

Marketing
Purchasing and Inventory management
Production
BAWAG

East
(Vienna, Niederösterreich
Burgenland)
Steiermark
Kärnten
Oberösterreich
West
(Salzburg, Tirol
Vorarlberg)

Management planning
EDV investments, Finance, Personnel
and Legal system
Organisation of members
Tax and accounting system,
Administration

Accordingly, the organising of an amalgamation to form a national primary co-operative under these difficult circumstances should
be seen as a historic effort. However, big companies resulting from
multiple mergers are prone to cost progression and bad decisions at
management level. Whether the formation of Konsum Austria
should be seen as a successful strategy will have to be analyzed in the
next chapter.

Source: Rößl 1981, p. 53

of these developments inherent weaknesses in the co-operative
organisational form and in that of the co-operative union soon
became apparent.
-

with member relations focussing more and more on economic
efficiency consumer co-operatives had to face fierce competition
in both prices and quality for the first time in their history.

-

the amalgamation of independent consumer co-operatives which
differed considerably in their respective economic efficiency
proved to be extremely difficult.

-

the structure of the co-operative union required that the economically efficient enterprises were forced to help offset the losses
incurred by the weak consumer co-operatives.

-

the union was not in a position to take binding decisions for all the
enterprises, or to ensure that such decisions would be enforced
without delay. A group of enterprises operating on the same
economic level could not be managed by a jointly owned subsidiary company (Konsumverband, Zentralkasse).
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3.

THE ECONOMIC DEVELOPMENT OF KONSUM AUSTRIA FROM THE TIME OF ITS FOUNDING

3.1.

TURNOVER HISTORY

The turnover figures for Konsum Austria cannot be compared
with those of the central co-operative (Zentralkonsum) because the
latter do not contain those of the 14 consumer co-operatives with
which the central co-operative was amalgamated. A simple addition
of the turnovers achieved by the central co-operative with those of
the consumer co-operatives in question would lead to multiple
counting. In view of this the emphasis of the analysis is placed on the
period as from 1978 (1978 is given the index 100).
The turnover history of Konsum Austria presents the following
picture (108) (these and all following figures are based on the
author’s own calculations, unless otherwise indicated):
Table 14:
DEVELOPMENT OF KONSUM AUSTRIA TURNOVER

Year
1977 (110)
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988

Total Turnover Retail sales in Wholesale etc, Turnover/avge.
in billions
billions
in billions (109)
employee
17,9
19,0
20,4
26,1
27,1
28,0
30,7
31,6
32,1
32,5
32,6

16,1
17,4
18,8
20,2
21,3
22,1
22,9
25.0
25,7
26,1
26,4
26,6

0,5
0,2
0,2
4,8
5,0
5,1
5,7
5,9
6,0
6,1
6,0

932,680
955,951
1,002,531
1,284,291
1,372,187
1,394,839
1,481,553
1,536,292
1,584,364
1,632,141
1,678,120

Thus, since 1978 Konsum Austria increased its turnover by 82.12
per cent, this being equivalent to an annual average increase of 6.18
per cent. Compared with the overproportional growth of the wholesale turnover figures, the retail sales since 1978 show a nominal
growth of only 52.87 per cent. (111) This is equivalent to a nominal
average growth rate of 4.34 per cent.
Allowance has to be made, however, for the corresponding price
index (consumer price index), which climbed from 109.3 (1978) to
160.59 (1988; 1986 the figure was 155.5, with a new begin as from
1987 with index 100). This represents an average annual price
increase of 3.94 per cent (for 1988 the average price rise was 3.4 per
cent) Taking this aspect into account real retail sales of the cooperative increased by only 0.39 per cent per annum on average. By
comparison the nominal and real growths of retail trade turnovers
were the following (total index: 1978 nominal 146.6, real 112.1: 1988
nominal 237.1, real 135.0). This is equivalent to a nominal growth of
4.29 per cent per annum and a real increase of 1.88 per cent per
annum. It is readily apparent that the co-operatives had a well below
average development in retail trade turnover. This is evident especially in 1988, where retail trade turnovers increased (nominal) 5
per cent whilst Konsum Austria only managed 0.76 per cent. A more
detailed analysis would require a classification of the turnovers and
their weighting but this cannot be satisfactory reconstructed for all
the years from the figures which have been published. But since
Konsum Austria realises a good two thirds of its sales turnover in the
grocery sector where the index is regularly below the general index,
a slight improvement in the sales turnover in real terms would
result from such an analysis. The co-operative itself has made its
own calculations - unfortunately not adequately documented - for its
sales range which show a “co-op index” which is below the consumer
price index. (112)
At any rate sales turnover developments have had a tendency to
fall behind forecasts. This holds e.g. for the sales turnover forecast
for 1988 which was based on much too optimistic assumptions. (113)
But Konsum Austria differentiated its sales performance also on
the criterion of distribution lines. Distribution line I takes in the
smaller branch shops with up to 1,000 square metres sales space.
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Distribution line II includes big stores with over 1,000 square metres
sales space as well as furniture stores and do-it-yourself shops,
whilst the department stores make up distribution line III.

made in the manning level intensity. Therefore increasing turnovers were achieved with a less growing staff on the sales front. By
virtue of rationalization in other sectors (114) the overall personnel
strength could be kept fairly constant with redistribution to the
sales sector. Secondly it is suspected that in the wake of the
amalgamation there were initially considerably personnel reserves.
This is based on the consideration that the original consumer cooperatives - because of their very structures - were not suited for
optimum deployment of personnel, and during the foundation phase
the manning level was even increased. On the other hand the
manning level throughout the entire period up to 1988 was on
average 20,060 and fluctuated only between + 3.3 to - 4.5 per cent
around this average level. In other words, it remained remarkably
stable over a long period, but with a clear decrease during the last
years.

Table 15:
TURNOVER DEVELOPMENT BY DISTRIBUTION

Year

Distribution line I

1978
1979
1980
1981
1982
1983
1984
1985
1986
1987

9,33
9,80
10,50
11,01
11,34
11,49
11,25
12,00
12,18
12,28

(+ 5.10 %)
(+ 4.20 %)
(+ 7.10 %)
(+ 4.90 %)
(+ 2.98 %)
(+ 1,37 %)
(- 2.10 %)
(+ 6.68 %)
(+ 1.50 %)
(+ 0.82 %)

Distribution line II Distribution line III
in billions
6,19 (+ 16.20 %)
7,10 (+ 13.90 %)
7,80 (+ 10.00 %)
8,46 (+ 8.40 %)
8,93 (+ 5.50 %)
8,63
(- 3.30 %)
9,00 (+ 4.30 %)
9,20 (+ 2.23 %)
9,92 (+ 7.80 %)
9,95 (+ 0.30 %)

1,89
(- 1.20 %)
1,90 (+ 2,30 %)
1,90 (+ 0.30 %)
1,83
(- 3.60 %)
1,83
(+- 0 %)
2,77 (+ 51.40 %)
4,75 (+ 71.50 %)
4,50
(- 5.50 %)
4,00 (- 11.01 %)
4,17 (+ 4.25 %)

Additional comments:
1983: increase of number of shops in Line III from 33 to 48
1984: Line III 54 department stores and gift boutiques, etc., plus 6 “Gerngross”
department stores.
1985 onwards: Line III includes turnovers from the “Gerngross” department stores for
the whole year.
The 1987 Annual Report mentioned in its text part that the Distribution Line III
accounted for 8 per cent of the total turnover. This is clearly absurd since in the
overview on page 29 of that same Annual Report “Forum” and “Gerngross” together
account for 15.5 per cent of the retail trade turnover. Since apart from “Forum” and
“Gerngross” there are other branch shops which also belong to Line III, the complement on 100 per cent (=15.8 per cent) was attributed to this Line. Apart from the
runaways in Distribution Line III, the most pronounced changes were to be seen in
Distribution Line II. However, one must be careful about drawing conclusions from
this since the number of shops also increased considerably (1979: 59 shops, 1987: 105
shops). In 1988 these data were not published.

If we consider the turnover per average employee, we notice that
the nominal turnover on this basis has increased considerably,
namely about 80 per cent. Two factors were decisive in this context.
In the first place the increase in sales space and the wide-scale
introduction of self-service enabled commensurate cut-backs to be
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However, a comparison of sales turnover figures with the average
manning level only tells part of the story - it is necessary to include
the personnel expenditure per employee to complete the picture.
3.2.

DEVELOPMENT OF MANNING LEVEL AND PERSONNEL EXPENDITURE

Development of the manning level was as follows:
Table 16:
DEVELOPMENT OF MANNING LEVEL AND PERSONNEL
EXPENDITURE PER HEAD
Year

Staff

1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988

19,642
20,109
20,588
20,057
19,442
20,706
20,737
20,401
20,120
19,705
19,148

Average staff

Expenditure per
average employee

19,192.0
19,875.5
20,348.5
20,322.5
19,749.5
20,074.0
20,721.5
20,569.0
20,260.5
19,912.5
19,426.5

147,160
160,237
164,033
178,462
188,741
188,735
189,529
201,088
213,291
221,742
224,680
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In this case, as above, the average manning level was taken as the
arithmetical average of the total number of employees at the end of
the previous year and at the end of the current year - which implicitly
assumes a uniform change.
On this basis the average personnel expenditure increased by
approx. 52.68 per cent which is equivalent to an average annual
increase of 4.32 per cent. Disregarding structural shifts this is
equivalent to wage increases that were below average when compared with the wage tariff index (wage tariff index 1976: labourers in
trade: 1978: 114.22; 1988: 188.07 (calculated on the basis of 1976));
salaried employees in trade: 1978: 114.5; 1988: 183.85 (calculated on
the basis of 1976); this corresponds to increases of 64.68 per cent and
60.57 per cent respectively).However, between 1984 and 1987 the
rate has increased on average by 5.4 per cent - which was well above
the overall average for this period (4.65 per cent respectively 4.74 ).
1988 the increase only ran up to 1.3 per cent.
If the shown social capital can be taken as an indication of future
dismissal and pension claims, the following can be established:
on the basis of an interview with a man in a senior position in
Konsum Austria (115) - it can be assumed that the social capital is
almost entirely earmarked for dismissal compensation payments
and is endowed at the maximum rate (= 50 per cent). At a rough
guess the increase in latent dismissal compensation payment obligations is from 1,105,880,798. AS (end of 1978) to 1,656,239,344 AS
(end of 1988). This represents an increase of 49.8 per cent. Seen
against the number of employees on balance sheet date (116) it is
equivalent to an increase from 56,302 to 86,497 namely 53.63 per
cent. Accordingly, this item is developing more or less in parallel to
the current personnel expenditure.
The quotient from personnel expenditure per employee and turnover per employee is an expression of personnel expenditure as a
proportion of the sales turnover. This (but not including dismissal
compensation obligations) fell from 15.78 per cent (1978) to 13.39
per cent (1988).
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3.3.

SUMMARY OF TURNOVER HISTORY AND
MANNING LEVEL

For the period under review the turnover development in the cooperative movement was on the whole unsatisfactory. This is even
more pronounced when one considers the retail trade turnovers
since 1984. Here there is a nominal growth rate of 1.56 per cent on
average - which on the basis of the consumer index (average increase
2.08 per cent) - represents a decline. Especially in 1988 there was an
increase of only 0.76 per cent, when the retail sales in the whole
economy rose by about 5 per cent. In view of the fact that the Konsum
realizes the greater part of its retail sales in the grocery trade - the
price development in the foodstuff sector could be taken as a basis
too. In this case (average increase until 1987 1.79 per cent) the coop has barely more than retained its real turnover level. In 1988 it
obviously did not even do that.
Let us look at the turnover development for 1984 - 88 compared
with the weighted growth of the retail trade turnovers. The latter
amounted then for the period under review, 1984-1988, to nominal
3.86 per cent on average, real 2.1 per cent on average. It becomes
apparent that the co-operative did not even keep up with the average
development in the retail trade. In fact they were not able to keep
their market share.
Certain successes were achieved over the period as a whole
inasmuch that turnover per employee was noticeably increased (as
a result of restructuring and streamlining) and that personnel
expenditure in relation to turnover has decreased. At the same time,
however, this does not apply for the period 1984-1988, because the
relatively low increase in the turnover/average employee relationship (13.27 per cent) and the sharp increase in the personnel expenditure/average employee relationship (18.55 per cent) for this period, means that the personnel expenditure to sales turnover relationship has again increased.In 1984 this was 12.79 per cent compared with 13.39 per cent in 1988. The reason for this is that - despite
the picture for the period as a whole - wages have increased at a rate
which is well above the collective wage index during the last years.
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Taken as a whole, therefore, it must be said that turnover
development has been unsatisfactory. The increase in turnover per
employee is too modest and/or the policy on wages was too generous
to allow any compensation for the increasing personnel costs.

In 1979 losses amounting to the annual profit were brought
forward, the remaining losses were covered by balance-sheet operations means - particularly by releasing the general reserves (by 100
million AS). This meant that the year 1980 began with all previous
losses wiped out. However, the losses incurred in 1980 and 1981
meant that the year 1982 began with 190 million AS in the red. So
far only 61.5 per cent of these losses have been covered.

3.4.

PROFITABILITY

As reported in the press (117) Konsum Austria has shown a
surplus every year between 1982 and 1986. However, on closer
examination it will be seen that these surpluses showed a decidedly
falling trend. Secondly, despite these surpluses it has still not been
possible to cover the losses brought forward from earlier years.
Thirdly, in 1986 in particular, the positive result was only achieved
after resorting to extensive use of balance-sheet cosmetics. Finally,
in 1987 - despite further activities of this kind, the balance sheet had
to admit a loss. 1988 the balance sheet showed profits of 22,7 million.
But it should be noted that in 1988:
1) there were additional extraordinary positions (additional e. o.
earnings minus additional e. o. expenses) of 90 million AS.
2) the refund has been cut down by 150 million AS
3) earnings from shareholding were 112 million AS higher than
1987.
Facing this the shown profit of 22,7 million AS cannot really be
pointed out as a success.
Table 17:
DEVELOPMENT OF ANNUAL RESULTS
Year
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
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Result
+827,790
+26,372,133
-110,947,720
-79,067,887
+16,512,808
+93,021,461
+8,795,219
+5,786,102
+1,280,510
-31,216,792
22,723,692

Loss carried forward
215,078,515
26,372,133
—————
110,947,720
190,015,604
173,502,797
80,481,336
71,686,117
65,900,015
95,836,297
73,112,605

Losses amounting to 215 million Schilling had to be taken over
and brought forward at the time of the amalgamation. Admittedly,
these losses were covered until 1980 - but not by regular earnings but
rather by balance-technical means. Furthermore, it seems unlikely
that the still outstanding losses from 1980 and 1981 could be covered
from regular earnings within the foreseeable future. The situation
only becomes more acute when results are adjusted by extraordinary earnings and expenditures. These were as follows:
Table 18:
DEVELOPMENT OF EXTRAORDINARY EARNINGS AND
EXPENSES UP TO 1988
Year

Extraordinary
earnings

Extraordinary
expenditures

Balance

1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988

175,903,404
378,072,608
113,263,448
283,476,915
347,915,212
43,806,888
123,286,520
306,873,004
277,296,658
387,623,044
470,525,485

42,284,523
8,925,970
21,265,303
47,167,666
52,527,731
56,381,503
25,585,018
27,621,185
35,789,984
41,536,169
34,622,032

+133,618,881
+369,146,638
+91,998,145
+236,309,249
+295,387,481
-12,574,615
+97,701,502
+279,251,819
+241,506,674
+346,086,875
+435,903,453

From these figures it will be immediately apparent that the
extraordinary components of the result fluctuate very considerably
and in some cases are of a magnitude which is many times greater
than the annual result. Apart from the year 1983 all the other years
would have finished up decidedly negative but for the extraordinary
components. From 1983 onwards there has been a steep increase in
these positions again.
959

Robert Blaich

The Consumer Co-operatives in Austria

Table 19:
DEVELOPMENT OF ANNUAL RESULTS AFTER ADJUSTMENT FOR EXTRAORDINARY POSITIONS
Year

Ordinary result

1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988

-132,791,091
-342,774,505
-202,945,865
-315,377,136
-278,874,673
+105,559,076
-88,906,283
-273,465,717
-240,226,164
-377,303,667
-413,179,761

It should be pointed out that these results take into account only
the items declared as extraordinary, but not any other balancepolitical activities.
The extraordinary income in 1987 was largely realised through
the sale of Stafa to BAWAG. This move - which was in effect a sale
and lease back - was made to raise capital necessary for the
modernization of the city department stores in particular (cf. the
opening of Herzmansky in September 1988), a problem which we
shall consider later. (118) 1988 showed a profit of 22.7 millions, but
taking the refund cut–down, additional extraordinary (net) earnings, etc. into account, this is not really a success. This problematic
situation is all the more striking when one considers the following
aspects. On the one hand the positive results could only be achieved
by virtue of steeply rising earnings from participations (and in 1988
a refund reduction of 150 mill.): the trading and production surpluses alone would have been too little, and in 1987 and especially in
1988 they were even considerably lower in absolute terms. On the
other hand the results were adjusted by balance-political strategies.
Let us consider the year 1986 as an example which makes this
particularly clear.

960

In 1986:
1. the investment allowance amounting to 100,073,046 AS was
wound up. Despite the increasing fixed assets no further investment allowance was taken up. Even between 1984 and 1985 a
reduction in the investment allowance by more than 40 million
AS was experienced.
2. other reserves were reduced by 61,083,894 AS.
3. the valuation reserve sank by 10,085,495 AS.
These three positions add up to 171,242,435 AS. One would not be
far wrong in assuming that the alleged surplus of 1986 - apart from
the other extraordinary items - was only brought about by skilled
application of balance-political methods, and that without the help
of such methods the figures would have shown a loss for the year.
This assumption is further supported by the noticeable reduction in
the cash flow. (119) The situation would look even more precarious
if only the trading and production earnings were taken into account
because particularly the earnings from participations do not necessarily correlate with the rest of the business policy (including the
planned investment policy). In 1987 not only was there no social
capital allocated, it was even reduced (in total savings of approx. 50
million AS compared with 1986). The valuation reserves sank by
about 20 million AS, and the investment allowance was curtailed by
one million AS. On the other side the other reserves were built up by
almost 25 million AS, and the write–offs were up by 24.5 million AS.
Accordingly it would appear that less use was made of the available
balance–political scope in 1987 (except in the case of extraordinary
items).
3.5.

THE FINANCIAL POSITION

A study of the balance sheet development of the capital structure
reveals that particularly the liabilities showed a sharp increase. A
comparison of the development of the balance sum, the fixed and the
liquid assets, and the short-term and long-term liabilities gives the
following picture:
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DEVELOPMENT OF BALANCE SHEET TOTALS, FIXED
CAPITAL ASSETS AND LIQUID ASSETS
(In those years where losses brought forward have an effect on the active side, the
balance sum is greater than the sum of the fixed and liquid assets. Accordingly, these
Year

Balance-sheet
total (BST)

Fixed capital
assets (FA)

Liquid Assets FA/BST LA/BST
(LA)

1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988

6,706,867,428
7,357,010,434
8,486,240,163
8,972,059,927
9,003,782,581
9,883,497,377
10,199,743,700
10,535,506,117
11,246,604,481
11,902,391,120
11,738,128,514

3,892,160,843
4,155,089,988
4,831,459,155
5,152,591,392
5,512,065,676
6,268,979,212
6,462,458,534
6,623,294,910
7,143,357,825
7,437,892,532
7,158,621,206

2,600,455,860
3,201,920,446
3,543,833,288
3,629,452,931
3,318,214,109
3,534,036,829
3,737,285,166
3,912,211,207
4,103,246,656
4,464,498,588
4,579,507,308

59.0 %
56.5 %
57.0 %
57.5 %
61.3 %
63.5 %
63.4 %
62.9 %
63.5 %
62.5 %
61.0 %

39.0 %
43.5 %
41.8 %
40.5 %
36.9 %
35.8 %
36.6 %
37.1 %
36.5 %
37.5 %
39.0 %

values do not add up to exactly 100 per cent)

In keeping with this development, the fixed capital intensity is
slightly increased until 1986 and fell a little in the last two years.
This can be accounted for particularly by the increase in building
and tenancy and the fitting out of factories and shops (equipment),
but particularly also by the development of the position shareholdings. In 1987 the fixed assets rose sharply in absolute terms, but the
growth rate of the balance sum kept pace with this. In 1988 the fixed
assets decreased and the balance sum fell in absolute terms. (cf.
Table 21)
From this it will be apparent that since 1978 the long-term
liabilities have more than doubled in terms of their relationship to
the balance sum. As a proportion of the balance sum, the short-term
liabilities fluctuated and showed a slightly downwards trend especially in 1988. Taken as a whole, the liabilities expressed as a
proportion of the balance sum have increased significantly. A sharp
rise was experienced between 1978 and 1980. This was followed by
a period of stabilisation between 1981 and 1985 before a further
climb began in 1986 to 1988.
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Table 21:
DEVELOPMENT OF LONG AND SHORT-TERM
LIABILITIES AND THEIR SHARE OF THE BALANCE
SHEET TOTAL
Year

1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988

long-term liabilities short-term liabili- LTL/BST STL/BST
Total
(LTL)
ties (STL)
liabilities/
BST
932,157,477
1,228,949,147
1,983,418,042
2,238,255,157
2,406,257,963
2,946,141,556
2.944,413,358
2,948,272,362
3,139,840,103
3.462,601,068
3,734,479,808

3,607,527,433
4,218,608,097
4,538,069,130
4,718,811,625
4,572,126,464
4,675,087,579
4,975,148,865
5,227,142,623
5,841,172,428
6,179,448,016
5,920,400,493

13.90 %
16.71 %
23.38 %
24.95 %
26.73 %
29.81 %
28.87 %
27.99 %
27.92 %
29.09 %
31.81 %

53.79 %
57.35 %
53.48 %
52.60 %
50.79 %
47.31 %
48.78 %
49.62 %
51.94 %
51.92 %
50.44 %

67.69 %
74.06 %
76.86 %
77.55 %
77.52 %
77.12 %
77.65 %
77.61 %
79.86 %
81.01 %
82.25 %

Taken on the basis of average values, from 1978 to 1988:
1. the balance sum increased by 75.0 per cent and thus by 5.76 per
cent per annum.
2. the fixed assets increased by 83.92 per cent and thus by 6.28 per
cent per annum
3. the liquid assets increased by 76.1 per cent and thus by 5.82 per
cent per annum.
In the case of the debts the increase was:
4. in all 300.63 per cent for long term liabilities. This is equivalent
to an average annual increase of 14.89 per cent
5. Until 1987 the short-term liabilities increased by a total of 71.3
per cent, this corresponding to an average annual increase of 6.16
per cent. 1988 they were reduced by 259 millions (with an
corresponding increase in the long term liabilities). Including
1988 thus the increase was 64.11 per cent (average 5.08 per cent).
The debts as a total showed an increase of 112.7 per cent i.e.
average annual increase of 7.8 per cent.
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Generally speaking, the liabilities rose considerably faster then
the balance sheet total. Since all capital positions not included
amongst the short-term liabilities total up to the equivalent of the
equity capital and the long term loan capital, the following becomes
apparent from a study of the horizontal capital structure (capital
assets structure) regarding the covering of fixed assets:

terms from its suppliers (120) 1987 brought a slight improvement in
the cover relationships. 1988 the improvement was considerable.

According to the traditional rules of financing, if the fixed assets
are compared first with the equity capital (EC) and then with the
long-term liabilities (LTL), then any remainder of the fixed assets
which is not covered is financed by short-term liabilities (particularly also with suppliers credit). Viewed in the traditional manner,
financing by this means contains an additional risk.
Table 22:
PERCENTAGE OF FIXED CAPITAL ASSETS NOT
COVERED BY EQUITY OR LONG-TERM LIABILITIES
Year

1-((EC + LTL)/FCA)

1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988

20.3 %
24.4 %
18.2 %
17.4 %
19.6 %
18.2 %
19.1 %
19.8 %
24.3 %
23.1 %
18.7 %

It follows from this that - in contrast to what might be expected in
accordance with the usual rules of financing - the fixed assets are
covered by short-term liabilities up to almost one quarter of their
total value (1987) - a state of affairs which entails time limit
transformation problems. The sharp jump upwards in 1986 should
be particularly noted in this context since this followed successful
efforts to reduce the proportion to (in some cases considerably )
below 20 per cent after 1979. This fits in with the general impression
that the Konsum takes advantage of relatively extended payment
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The difficult debtor position will in all probability become even
more difficult from 1988 onwards because the “Konzept 2000” will
require major investments, which for the greater part will have to be
met through loans. The funds made available through the sale of
Stafa to BAWAG are earmarked for the modernisation of the Citydepartment stores. These will account for only a small fraction of the
total investment requirement. But in view of the increase in interest
rates, a further indebtedness would have a negative influence on the
business result (the amount of credit necessary to finance the
original concept costing 1.36 billion would be between 800 million
and easily one billion AS. This would mean an additional interest
burden of between about 60 and 85 million. On the other hand, it is
possible that by virtue of its close links with BAWAG (in which it has
roughly a 32 per cent share) Konsum Austria may find it easier to
raise this loan. Newly the Konsum Austria is raising capital by
converting subsidiary companies like TACO to corporations and
selling shares over the stock exchange.
Naturally the above described developments have an influence on
the equity capital quota. A study of the trend reveals: (121)
1. Raising of equity capital by increasing the paid–up shares offers
only very limited scope because the sum is the product of the
number of members and the average shareholding. The membership cannot be increased appreciably within a short time, and
it is not feasible to increase the shareholding of the individual
members to any great extent. Admittedly it did work in the past
i.e.a noticeable increase in the average shareholding was feasible
but this was not enough to compensate for the erosion of equity
capital (see below). What does seem more feasible would be the
takeover of an adequate shareholding by some institution (originally the co-operative bank had paid up shares to the value of
300,000,000 AS). However, it is questionable whether BAWAG
would be prepared to take such a step (122). For the future selling
shares over the stock exchange could bring a relief.
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2. The equity capital quota is a definition problem. The equity
capital quota on the books can be outlined by the following
parameters:
a) Paid up shares plus general reserves + investment allowance
+ valuation reserve + profit (- losses) for the year make up the
equity capital. Since paid–up share capital is capital bearing
liability, losses cannot be booked as capital reductions. Accordingly they must be carried forward until they can be
covered from other sources (offset against profits, release of
reserves, etc.). In other words, losses are to be offset against
equity capital whilst carried forward, profits are to be added
to equity capital. This is in fact what the central co-operative
has been doing. (123)
b) By virtue of its nature, social capital is essentially loan
capital. However, since this capital will remain available for
a long time (under normal circumstances and in view of the
age structure of the employees (124)) the attitude has been to
treat it as equity capital. This has also been the practice at the
central co-operative when calculating equity capital. The
acceptability of half equity capital half loan capital is also
supported in the literature. On principle, however, it is regarded as loan capital in the present context because it is
legally loan capital, represents no liability substance vis a vis
creditors in the case of crisis, since it is reserved for payments
to employees, etc. (125)
c) As already pointed out, only the equity capital quota for
booking purposes is calculated. Particularly in Austria there
is considerable scope for building up undeclared reserves. In
the case of Konsum Austria , however, it would appear that no
undeclared reserves were built up by undervaluation in recent years and that any such available reserves have already
been considerably reduced (this idea is further supported by
the fact that the valuation reserve was reduced from its level
of 456.6 million in 1979 to 181,2 million AS in 1988, etc.). As
inventory has grown more than 91 per cent (1978-1988), but
the retail sales only with 52.8 per cent in the same period, it
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can be assumed, that inventories are at least not extremely
undervaluated (assuming a certain structural continuity in
the assortment of goods offered). A much more likely source of
undeclared reserves would be the increased price of building
sites - although statements by leading figures on this subject
(126) must for the time being be regarded as unproven claims.
But for image reasons the Konsum would be well advised to
declare such items in its next annual report in order to counter
the accusation that the equity capital is subject to constant
erosion. Figures stated in interviews can only be mentioned,
but are not for use in the calculations. For the purpose of this
study we shall rely only on the figures shown in the balance
sheets.
The equity capital quota as defined above developed as follows: (127)
Table 23:
DEVELOPMENT OF THE EQUITY CAPITAL QUOTA
Year
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988

EC/BST
17.40 %
15.20 %
12.20 %
10.20 %
11.10 %
12.00 %
11.50 %
11.20 %
9.70 %
8.90 %
8.55 %

Thus the equity capital as a whole has gone down quite considerably. (128) The steep decline in other positions was partly retarded
by the build–up of paid–up capital - after the withdrawal of the cooperative bank in 1979 there was a rise from 352,530,369 to
795,822,573 in 1988 (1987: 800,348,593!). But even this more than
doubling could not halt the equity capital shrinkage. This particularly so because the positions “general reserves” (maximum level
1978: 283,582,983, since the end of 1981 99,256,979), “investment
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allowance” (maximum level 1983: 225,050,116, end of 1988 zero),
and “valuation reserve” (maximum level 1979: 456,614,424, end of
1988 181,228,258) have been considerably reduced. (129)

practised rate. In fact it cannot afford to pay any refund at all.
However, all attempts to stop paying out refunds have - so far at least
- been thwarted by traditional co-operative thinking. In any event
these refunds were not earned and had to be paid out of the reserves.

The shareholding per member amounted to (130) (SH/M):
Table: 24
DEVELOPMENT OF SHAREHOLDING PER MEMBER

Year
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988

SH/M
385.66
456.92
498.82
533.57
691.99
808.24
875.46
919.83
958.90
985.13
974.85

Thus Konsum Austria did succeed in increasing the shareholding
per member quite considerably. But even then, it is still well below
the minimum shareholding of 2000 AS introduced in 1982 (131).
Such a - somewhat unrealistic - increase would bring in about 850
million AS.
On the whole, therefore, it can be said that the equity capital
situation has been deteriorating continuously and that an (urgently
necessary) reversal of this trend through a package of measures
must be brought about. These measures must be primarily directed
towards improving profitability combined with a further step-bystep jacking up of the shareholding size and also the membership
and perhaps with the realisation of undeclared reserves at the same
time. Since the refund is essentially an expenditure position (profit
adjusting), its reduction (132) is also a step towards consolidating
the profit, however modest. Quite frankly the Konsum - in its
present situation - could not continue to pay out refund at the
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It would be difficult for institutions such as BAWAG to make any
major investment because there is no interest paid on the shares and
this would mean a loss of interest earnings to the detriment of the
joint owners (with the exception of the Konsum who would save on
the interest otherwise payable on loan capital, but would also have
to accept a curtailment of its participation earnings from BAWAG).
The variants of raising additional capital on the stock exchange
and with the help of foreign partners (133) are also being discussed
at the moment as a means to improve the equity capital situation.
One first step was selling shares of the affiliated company TACO
(now TAGGER AG) on the stock exchange.
3.6.

DEVELOPMENT OF THE REFUND TO MEMBERS

A study of the refund figures since the founding of Konsum
Austria reveals the Table 25 (134) - if one were at first to assume
(however unrealistically) only sales to members, and that 100 per
cent of the members claimed refund.
The increase in the refund through the inclusion of the Forum
department stores and the partial increase to 2.5 per cent which had
taken place in 1978 took effect in 1979.
From this it is apparent that (ignoring the sales to non-members,
or assuming that these remained constant - see Footnote 134) the
(nominal) sales turnover per member increased in all by 38 per cent,
which would be equivalent to an average growth rate of 3.3 per cent
(although in real terms there is hardly any growth (135). The refund
as a proportion of the sales turnover declined steadily from 1982
onwards especially in 1988. As produce of RF/RTS and RTS/member
the RF/member increased almost continuously until 1985 but then
fell considerably in 1986 and picked up only very slightly again in
1987. In 1988 it was less than the half amount caused by the
reduction to generally one per cent.
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DEVELOPMENT OF THE REFUND TO MEMBERS

In the published figures the data relevant to this aspect are very
sparse (138). This problem naturally also concerns the evaluation of
the goods purchased from the affiliated companies (particularly
production units) and enables considerable dispositional scope.

Table: 25:

RF = Refund, RTS = Retail Trade Sales

3.7.

Year

RF in millions

RF/RTS

RTS/member

RF/member

1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988

201.7
237.4
261.9
277.0
284.0
292.5
291.0
297.0
288.0
289.1
138.9

1.16 %
1.26 %
1.30 %
1.30 %
1.29 %
1.28 %
1.16 %
1.16 %
1.10 %
1.09 %
0.52 %

23,559
24,367
25,469
26,542
27,195
28,085
30,649
31,363
31,695
32,495
32,585

273.09
307.70
330.21
345,65
349,47
358.73
356.75
362.44
349.74
350.74
170.15

THE LIQUIDITY SITUATION

The conventional system has been adopted to retrace the development of liquidity over the period under review using liquidity
degrees 1 to 3 (L1 to L3) - whereby L1 is the available funds (cash
etc.), L2 the available funds plus receivables, and L3 the total
circulating capital, all compared with the short-term liabilities
(136). However, in this context it should be noted that there is a
tendency for L2 to be seen as being higher than it actually is because
the Konsum balance sheet makes no distinction between short and
long term receivables (137). In effect only the short-term receivables
should be included under L2 (= part of the position “receivables”).
Furthermore, the Konsum Austria does not publish a consolidated balance (after various interviews the conclusion was supported
that no such balance exists anyway). Thus the balance and the profit
and loss account also features all transactions between the parent
and affiliated companies. It follows, therefore, that both receivables
and obligations between parent and subsidiaries are included and
account for a considerable part of these positions.
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The following development can be reconstructed:
Table 26:
DEVELOPMENT OF LIQUIDITY
Year

L1

L2

L3

1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988

3.61 %
6.16 %
6.48 %
1.63 %
0.86 %
1.17 %
2.33 %
0.87 %
0.87 %
0.57 %
0.67 %

16.69 %
17.68 %
18.36 %
19.48 %
13.11 %
11.49 %
11.39 %
13.45 %
11.74 %
12.64 %
12.76 %

72.09 %
75.90 %
78.10 %
76.92 %
72.58 %
75.12 %
75.59 %
74.85 %
70.25 %
72.25 %
77.35 %

Accordingly, the cash liquidity (L1) 1981 fell to about a quarter of
the previous value (1980) and subsequently - apart from 1983/1984
- fell to a value of 0.67 per cent. Whilst a reduction in (non-interest
yielding) cash funds may appear to be a positive development from
the profitability aspect, at such low levels one must accept that there
will be difficulties in meeting obligations and thus the tendency to
delay payments to suppliers.
From 1983 onwards (with the exception of 1985) the L2 value
settled around a level of approx. 11.5 per cent but rose again in 1987
(quite constant in 1988). However, it should be noted that this
applies only when there has been no significant shift in the composition of the short and long-term receivables.
The L3 value shows a noticeable decline between 1985 and 1986.
This was followed by a slight recovery in 1987 and a greater one in
1988. It should be noted that the L3 value is much more prone to the
influences of valuation politics than is the case with either L1 or L2
(139).
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Taken as a whole, both the liquidity level and the liquidity
development must be regarded as being somewhat unsatisfactory. A
build–up of payment obligations would lead to a tense situation
within a relatively short time. In this context the speed with which
stocks can be converted into cash is also an important aspect. On
average it seems fair to assume that the stock is turned over once
every 4 - 6 weeks (140) - but bearing in mind the great extent to which
groceries as perishable goods account for the stocks, the scatter must
be quite wide.

In the first place there seems to be no good reason why in the case
of enterprises which are bigger than the majority of stock companies,
auditing should only be necessary every two years just because of a
difference in their legal form. Secondly, there recently has been a
discussion as to what extent the advising of a company should be
regarded as a reason for exempting the adviser from auditing this
company. Finally, there are personal and other ties between the
auditing union and the co-operatives to be audited. These could be
reason enough for doubting the neutrality and independence of the
auditor. The legislators would do well to introduce major changes in
the system regarding the auditing of co-operatives when revising the
position on economic accounting in Austria. This all the more so
since the draft law in its present state entails certain ambiguities in
view of § 13 of the Co-operative Law and § 217 ff RLG 1989. (145)
The legislator would be well advised to bring co-operatives of over a
certain size into line with stock companies as far as possible. The
same applies on the issue of consolidated accounting. In the case of
the latter it is significant that there are now attempts to hive off cooperative enterprises and to operate these (initially) as limited
company and (later) as stock company (see TACO, now TAGGER
AG, others will follow). Konsum Austria will probably keep the
majority of shares in these sub-sectors and will go to the stock
exchange with the remaining. This would create considerable balance-political scope for these companies with regard to supplies and
services. According to the draft law (RLG 1989) as it is at present,
consolidated accounting is only obligatory when a stock company is
at the head. This would allow Konsum Austria to avoid the consolidation obligation.

3.8.

THE AUDITING PROBLEM

Co-operatives are subject to legal regulations regarding auditing
(141) This applies also in the case of Konsum Austria, and in § 39 of
the statute it is stated that the auditing is to be carried out by the
“Konsumverband” auditing union of the Austrian Consumer Cooperatives. For the purposes of this study it is sufficient to say that
the co-operative audit must be:
1. carried out at least every two years (142),
2. that not only the legality of accounts is to be inspected, but also
the “organisation and business management (143) in all branches of the administration”
3. the auditing is to be of an advisory nature also
4. it is to be carried out by an auditor appointed by the auditing
union.
The author is of the opinion that the necessity and scope of audit
regulations arise from the significance of the enterprise vis a vis
existing interests of various groups (particularly shareholders,
suppliers, creditors, the capital market, and the general public).
Thus the technical nature of auditing and its scope is essentially a
consequence of the economic importance of the enterprise in question and much less a matter of legal form. Accordingly, a regulation
should be effected in keeping with uniform standards. The cooperative auditing falls short on three points (of the above four)
according to the stricter standards of the law regarding the presentation of accounts to be introduced in 1989 (144) for stock companies.
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3.9.

SUMMARY

To summarise the assessment of the economic situation, the
following points are of central significance:
1. The economic situation is overclouded by various problems which
demand an early solution. However, optimistic predictions in this
context would be out of place.
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2. These problems essentially revolve round the following points:
a) Sales turnover and profitability are not developing in a satisfactory manner. Without the earnings from extraordinary
sources and those from shareholding, the annual figures
would be deeply in the red. This can partly be traced back to
the fact that by far the greater part of the retail sales are
accounted for by the grocery sector (1985: 71 per cent). Major
turnover growths in this sector seem improbable (with exemptions. In 1988 turnovers in this sector in the whole economy
rose by approx. 5 per cent). In this context one need only
remember Engel’s Law - and the fact that by comparison with
competitors (such as Billa) Konsum has not been very successful in this branch. Yet Konsum itself seems to be aware of the
problems in this context (146). Except at the upmarket end of
the grocery trade - where Konsum is still not very active - the
profit margins are modest. An enhancement of the success
potential is only possible through three-dimensional diversification. The product range should be diversified on one hand
but also streamlined in other areas. Secondly the shop structure should be relieved of certain branches which have been
carried along for various reasons. In this context a diversification into specialised shops should be considered. Thirdly, an
“image diversification” is called for. Reasonable profit margins are more easily realised with upmarket goods. However,
the upmarket customer is choosy. He tends to regard Konsum
as the “red giant” specialising in the providing of low-priced
mass-produced goods (usually of local origin) through local
shops. In order to appeal to such customers it would be
necessary to find new shop types which the upmarket customer would not identify with the Konsum. In this context the
“Annenpassage” in Graz and more recently the “Herzmansky”
in Vienna can be regarded as pilot projects. It remains to be
seen just how successful these ventures will be. Particularly
in the case of “Herzmansky” socio-cultural structural changes
which have taken place in the shopping street where it is
situated could have a negative effect. (147)
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This spells out a warning. In “Konzept 2000” which has
already been referred to several times the accent is clearly on
streamlining shop structures. However, the shifting of the
emphasis to units with maximum sales space should be
augmented by a differentiated branch shop typology.
Furthermore, the fact should not be overlooked that an expansion into certain new sectors (building market, fashion, electronics, etc.) as foreseen in “Concept 2000” originally seemed
to offer prospects of good profits, but in the meantime many of
these branches have falling profits in view of the increased
competition. Top priority should be given to a detailed market
study in order to prevent the Konsum following a “me too”
policy at a time when important factors have changed to the
worse. Furthermore, it should be remembered that some of
these branches require considerable know-how which competitors already have. (148)Accordingly, expansion into such
activities should be coupled with detailed planning in the
personnel sector - possibly also with the hiring of suitably
qualified staff. Efficient motivation mechanisms and the creation of a quality-oriented corporate identity are urgently
necessary. To make a start without suitably qualified personnel could end in catastrophe. In connexion with expansion into
new fields and the problems which this can entail it would be
well to remember the difficulties which Konsum Austria
experienced when moving into the prefabricated house sector,
and also those experienced in the furniture store branch.
b) Konsum Austria has an unfortunate cost structure. This has
already been considered in connexion with the development of
personnel expenditure. As a result of an own - and higher collective labour contract and its increases an unfavourable
trend set in.Co-operative officials also stress the costs of the
democratic apparatus. These can be seen as a “metaeconomic
rucksack” which has to be carried in keeping with the cooperative idea. The total additional costs (including the wage
component) would amount to several hundred millions: An
internal paper estimates them even at almost one billion AS
- including the refund (until 1987). More than half of this
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additional expenditure is accounted for by the more favourable collective labour agreements compared to the private
sector. Since this is a very sensitive topic (also politically) the
planning of economies is approached very gingerly.
c) The remarkably poor profitability is a direct consequence of
the poor turnover and the cost structure. So far it has been
possible to resort to balance-cosmetics and to rely on extraordinary earnings, and income from shareholding to dress up
the results to make them optically respectable, but it should
not be forgotten that this policy has led to a considerable
reduction in the reserves. Clearly such a policy cannot be
supported over the long-term.
d) Coupled with the poor profitability is the weakness in the
capital structure. Despite an increase in the average paid–up
shareholding, dwindling reserves have greatly reduced the
equity capital quota and thus also the buffer against unfavourable developments. A further drop in the equity capital quota
and with it a greater degree of indebtedness would not be
without serious problems. This trend must be halted and
reversed.
e) A medium to long term financing concept seems to be an
essential requirement for the Konsum. The author has not
been able to determine to what degree of detail the financial
side of “Konzept 2000” or other concepts has been developed.
The fact remains that the supply of equity capital without
selling off assets or inviting the participation of other companies will be difficult to secure for the above stated reasons.
Financing on a large scale with loan capital scarcely seems
advisable, and this not only in view of the additional interest
payment burden. Even the close ties to credit institutes seem
to offer little scope from the point of view of their other coowners. The selling of shares of affiliated companies at the
stock exchange can bring a certain relief.
The frequently submitted argument that cutting back on the
refund would allow more financial scope is not valid in this
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general context. The refund in 1986 was largely paid for by
releasing funds from the reserves and not claiming investment privileges. The refund was not earned in 1987 either.
Thus, a reduction in the refund would only mean that in future
less strain will be placed on the (already depleted) reserves
and would not result in any increase in freely disposable
income.So the cut in 1988 reduced the Konsum’s expenditure
by 150 millions but the company had in addition to depend on
additional extraordinary earnings of about 90 millions and
extra income from shareholding of about 112 millions to
manage a positive result (of 22,7 millions!). Incidentally,
according to various statements the savings resulting from
the refund shortening are to be used to reduce prices - and thus
would be ruled out for investment purposes anyway. It remains to be seen whether the reduced price argument is not
just being used to make the refund reduction more palatable
to the members. (149)
f) The liquidity has also deteriorated noticeably. The financing
concept should also take into consideration the need to solve
this problem .
g) For purposes of balance-sheet analysis - but also for the
information of the Konsum itself - it is irritating that - despite
the complex interlockings (affiliated companies, and no less
than 61 own production plants as well as diverse participations) the balance-sheet and the profit and loss account are
presented only in cumulative form rather than on a consolidated basis. Not only does this permit wider scope for balancesheet cosmetics - it also distorts the economic situation. Even
in the Annual Report no information on positions is given to
show those relative to associated enterprises and those relative to other market partners. It is possible that consolidation
is carried out for internal purposes. However, the author
found no evidence to suggest this during the course of the
various interviews.
h) Finally, it must be said that the image of Konsum Austria is
probably not as good as it could be on various accounts.
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aa) After all it is giving preference to Austrian products and
thus making a positive contribution to the domestic
economy - particularly as far as the security of jobs in the
manufacturing industry is concerned.
bb) it secures local supply
cc) it claims to use progressive methods of quality control
(although in the author’s experience improvements could
be made in making this evident at the point of sale).
dd) it is paying above average wages and social benefits
ee) it claims to offer good promotion prospects to capable staff
and
ff) to have an excellent record in the environmental protection and the consumers’ protection fields

The Consumer Co-operatives in Austria
tition. It is to be assumed and indeed hoped that the management is
aware of this responsibility, (150) and that also in the interest of its
many employees it seizes the - doubtless existing - chances to
succeed.

As an outside observer one is forced to remark that these latter
points have been little exploited as far as image improvements
are concerned. Journalists attending press conferences on
balance sheet presentations hear nothing of pioneering efforts
to achieve a “social balance” or an “environmental protection
balance”. Admittedly, to introduce such subjects might mean
a break-away from rigid traditional thinking but would surely
be preferable to a self presentation with largely meaningless
glossy photographs and what for the greater part is only a
verbal repetition of the balance sheet figures. Simply passing
on information to the members about individual points is less
efficient because its effect is not broad enough, concerning as
it does only a limited circle of persons who are (latently at
least) already positively disposed towards the Konsum. Such
actions are not image–promoting, but at the most image–
supporting within small circles and thus not adequate.
To summarise it remains to be said that Konsum Austria is now
economically in a situation in which it must soon find solutions to a
number of problems. With the aid of a reorganisation concept a
positive development in the future must be assured. This is all the
more true since Austria’s entry into the Common Market (or associate membership of the same) would mean even more fierce compe-
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86) The big sales units should be better exploited capacity-wise cf.
“Kurier” dated 21.12.1973
87) cf. Worm, A., Konsum total; in: Profil No. 23 dated 29.3.1978, pp.
26-31, here p. 30
88) cf. Schediwy, R., (1976), p. 292
89) cf. Wüger/Kohlhauser, (1982), p. 503
90) cf. Rauter, A.E., (1983), p. 135
91) cf. Rößl, D., Die Probleme der demokratischen Willensbildung
als genossenschaftliches Charakteristikum, dargestellt am Beispiel des Konsum Österreich, Vienna 1981, p. 39.
92) cf. Rößl, D., (1981), p. 29
93) Despite a somewhat unhappy experience in the timber wholesale trading sector cf. Trend 6/72.
94) cf. Wagner, F., Konzeption und reale Ausprägungsformen des
Zielbildungsprozesses in handelsbetrieblichen Genossenschaften, dokumentiert am Beispiel Konsum Österreich, Vienna 1984,
p. 125
95) cf. Vukovich, A., (1974)
96) cf. Figure 24
97) cf. Schediwy, R., (1976), p. 286
98) cf. Rauter, A.E., (1983), p. 137

99) see Rauter, A.E., (1983), pp. 135 - 138, Haberl, F.,Eine Idee wird
Realität, in: Haberl, F., (1981), p. 135, Weissel, E., (1986), p. 412
100) cf. Rauter, A.E., (1983) p. 139
101) cf. Figure 25
102) In Zentralkonsum Österreich on the one side (in accordance
with their capital investment) legal persons and on the other side
natural persons had the same vote (cf. Rößl, D., op. cit. 1981, p.
41) in order to prevent that the members of the first amalgamated
co-operatives should gain complete control of the central cooperative.
103) cf. Rößl, D., (1981), p. 43
104) Also in the Netherlands and in Germany it was only the
economically weak consumer co-operatives which merged.
105) Regarding the development of the central co-operative see also
Zentralkonsum Österreich. Annual Report 1976, pp. 8 - 9;
Konsum Österreich, Annual Report 1978, pp. 4 - 7; Rauter, A.E.,
(1983) pp. 138 - 145, Weissel, E., (1986), p. 412
106) cf. Rauter, A.E., (1983), p. 140
107) see also Konsum Österreich, Annual Report 1978, pp. 3, 5, 6.
108) see Konsum Österreich, Annual Reports 1978-1987
109) A distinction is made between the total turnover and the retail
sales turnover. The difference comprises the wholesale turnover,
own production, and other turnovers realised by the affiliated
companies.
110) In 1977 the retail sales were calculated back over the increase
in the year 1978, cf. Konsum Österreich Annual Report 1978, p.
18. Presentation also in Annual Report 1980, p. 11 and 1981 p. 14.
111) Compared to retail sales 1977
112) This co-operative specific index is introduced into the Annual
Report of Konsum Österreich 1979 (p. 9). The 1982 Annual
Report also features the index for the co-operative product range.
In this context the one for 1977 (=100) rose to about 122 by the
year 1982 (since only a graphical presentation is offered, a more
exact figure cannot be given). By contrast, the consumer price
index increased fro 100 to 135.7 over the same period. However,
it is not possible to determine how realistic the co-operative index
is since no indication is given as to whether - and if so, how - it was
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weighted. Similarly it is not clear whether or not temporary
special offers were included, or whether seasonal goods, etc.,
were taken into account. The co-operative index development is
also argumentatively assessed cf. e.g. Dunner Fritz as quoted by
“Wochenpresse” No. 52 dated 24th December 1987, pp. 31-31,
here p. 31.
113) cf. eg. comments by F. Dunner in the above mentioned “Wochenpresse” article where a 4 per cent turnover increase for 1988
is assumed. Even more distinctly, Managing Director M. Kadits
in a C.A.S.H. interview: The new consumer co-operative, in
C.A.S.H. 11/1987, pp. 70/71,which estimates a turnover growth
rate of 5 per cent for 1988. On the other hand, it should be borne
in mind that the management would be doing the company a
disservice if it did not appear to be optimistic. Managing director
Kadits’ comments in C.A.S.H. 1/1988 are more realistic see pp. 11
- 16, here pp. 12/13.
114) cf. the overviews on personnel structure in the Annual Report
for 1979, pp. 36 - 37, and on the development from 1977 to 1985
in the Annual report for 1985 pp. 28 - 30, the Annual Report for
1986 , p. 29, which show a reduction in the manning level in the
administration, warehousing/transport/production sectors but
an increase on the sales front.
115) The author has tried to interview all the leading managers of
Konsum Austria. In three cases he succeeded.
116) Since the dismissal compensation reserve is determined on the
basis of the hypothetical claims of those employed on balance
sheet date, the average manning level has not been taken here.
117) From Konsum Press No. 9 dated 29th June 1987 and Regal
dated 31.7.1987, p. 54. cf. also “Die Presse” dated 30.6.1987, p. 9,
also Trend 3/1987, p. 122 in particular. When comparing the
annual profits of the 500 biggest companies, Trend added the full
refund and thus arrived at a profit of 289 million. See “goldener
Trend “ (11) 1987, p. 153
118) This refund reduction, which was sanctioned on Dec. 4, 1987
and took effect as of 1988, in fact only affected the local shops. In
other sectors the refund was already only 1 per cent. For further
details see the above mentioned Wochenpresse article (Wochenpresse 52/1987), here p. 32

119) cf.Die Presse dated 30.6.1987, p. 9 and “goldener Trend” (11)
1987, p. 101.
120) Regarding the significance of the suppliers’ credit (in any
event, implicit with the exploitation of the market position) cf.
Rauter, A.E., (1983), pp. 176-178, particularly 178.
121) Rauter, A.E., (1983) pp. 173 - 176 also notes a marked decline
in equity capital. His values - which go up to the year 1981 - are
more or less identical with the subsequent calculations. The
equity capital proportion has continued to fall since 1981.
122) First of all, no interest is payed on shares, secondly such an
approach would be difficult when the business is running like it
does, and thirdly, since no interest is paid, support through this
type of participation would be at the expense of the bank shareholders (namely the admittedly co-op-friendly trade unions, but
also the co-operative itself) Under this last aspect an analysis of
the takeover of Stafa by BAWAG and the likelihood of further
such actions in the future would perhaps be of interest. For the
participation structure of BAWAG see overview on “goldener
Trend (11) 1987, p. 178.
123) The central co-operative (Zentralkonsum) indicated the equity
capital and loan capital proportions - although the social capital
was included as equity capital. In 1976 the central co-operative
(Zentralkonsum) had an equity capital quota of 29.28 per cent.
The figure for 1977 was 27.14 per cent.After adjustments for
social capital are made these figures read 23.9 per cent and 22.05
per cent respectively. In this context see Zentralkonsum Österreich Annual Reports for 1976 and 1977. Thus it is probably no
coincidence that the Konsum Austria no longer publishes this
sort of calculation.
124) see overviews in various annual reports for the co-operative the most recent including this figure being 1987 (p. 9).
125) Regarding the treatment of social capital as equity or loan
capital, see also the overview by Egger, A., Zur Feststellung und
Problematik des Verschuldungsgrades, in Journal für Betriebswirschaft 1977, pp. 138 - 153.
126) Managing director M. Kadits quoted according to Trend 3/
1987 p. 116 - 123, here p. 119. It is claimed that undeclared
reserves of more than 10 billion AS exist in the form of building
sites and buildings. Apart from the difficulty in checking these
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figures, it is a fact that in every company owning land and
buildings on a long-term basis the rising replacement price
automatically leads to the accrual of undisclosed reserves. But
the question is what use can be made of such reserves ? They can
only be turned into cash when they are not needed for business
purposes (e.g. in connexion with future expansion). Only then can
they be sold. Otherwise the only possibilities open are those of
sale and lease back (cf. Stafa) or the exploitation of the increased
mortgage value.
127) For definition cf. p. 79 et seq
128) Compared with 1978 it amounts to - as will be apparent - now
only about half as much.The additional liability of the co-operative members - according to the statute regulations - amounts to
between 2 and 2.5 billion Schillings. (3,000 x number of members,
1,000 - is already paid in on average). cf. here FN130) and 131).
However, the actualisation of this liability would very probably
involve prohibitively high legal costs in view of the enormous
number of debtors.
129) Source: relevant annual reports of Konsum Österreich.
130) This is on the basis of the officially reported membership.
Experience in other countries has shown that the effective membership is much lower due to the fact that the records system is
not adequately organised and the influx and exodus of members
is recorded asymmetrically, etc. It would be feasible to proceed on
the basis of those members for whom up to date address data are
available. Reservations regarding too high an official membership figure could not be entirely dispelled by the various interviewees. The accurate recording of members names and present
addresses is also essential from the point of view of the liability
potential. In the case of Konsum Austria this amounts to 4,000 x
number of members (cf. law on industrial and economic cooperatives, RGBl. No. 70/1873 idgF., also the §§ 6 and 33 of the
statutes approved by the annual general meetings of Konsum
Austria 29.11.1977, 29.3. 1978, 22.6.1978, 26.9.1981, and
25.6.1982. Laid down here is a minimum shareholding to the
value of 2,000 and additional liability to the value of the same
sum again). With the officially reported membership this would

mean a capital liability of approx. 3.3 billion AS. By contrast, if
one proceeds on the basis of an estimate of those members who
can actually be contacted, namely approx. 650,000 (experience
from other countries e.g. Germany suggest even this figure may
be optimistically high), the capital liability is reduced to 2.6
billion, namely approx. 700 million AS less. It will therefore be
readily apparent, that accurate membership figures are of key
importance regarding protection of creditors and as such should
also be subject to auditing. On the subject of the effective membership strength an interview which managing director Kadits
gave to Kronen Zeitung on 16.1.1988 is also of interest. In this
interview it is stated that 70 per cent of the members actually
claimed their refund and that the full refund would on average
amount to 800 AS. Since the 1987 refund was approx. 289 million
AS (1986: 288 million AS) it can be deduced that it was claimed
by 360,000 members(289 million/800). Since this figure is supposed to represent 70 per cent of the total membership, this would
mean a total membership of barely 515,000 ... a figure considerably lower than that officially claimed. Yet even when due allowance is made for a lack of accuracy with such statements one is
still far away from the “well over 800,000” Incidentally, the
comments attributed to Mr. Kadits in the press (Kurier interview
in January 1988) reappear in much the same form in Nakladal’s
article “Die Genossenschaft, die Genossen schaft” in Profil No.28
dated 11.7.1988, pp. 28 - 29, here p. 28. It is stated that the 800.represent a dividend of 40 per cent (on the 2,000 AS minimum
share), a statement that seems neither harmless nor purposeful.
If such a comment is to be taken seriously it would mean that the
refund is to be regarded as distribution of profits. In such case its
tax exemption would not be justified. In effect the description
“dividend” (in German) is also misleading since it is normally
understood as distributed profits in relation to paid up capital.
Since, however, there is no interest on co-operative shares, the
refund depends entirely upon the value of purchases.
131) cf. Rauter, A.E., (1983), pp. 165 - 167. No interest is paid on
shares. Assuming all other factors to be equal, the higher the
minimum shareholding is set, and the lower the refund, the
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lesser will be the attraction to become a member. Thus at the
present average shareholding the member can expect to profit
from 1988 onwards to the tune of only about 30 Schillings having
reached the minimum shareholding of 2,000 (= refund approx
170.- minus interest lost on the share capital calculated at the
normal interest rate of approx. 7 per cent). To earn this modest
sum the member must be prepared in an extreme case to assume
liability for 4,000.- of Konsum Austria’s debts (cf. § 6 and § 33 of
the statute approved on 26.6.1982). At the present average
shareholding this would amount to a good 3,000.- which each
member would have to pay. It can be assumed that the average
member is not aware of this liability, and that those members
who are aware do not seriously believe that they would ever be
called upon to pay up.Even under the assumption that co-op
goods are more favourably priced than those of competitors, this
could not be regarded as any incentive to become a member
because non-members can also purchase under the same terms.
The co-op has recently been trying to compensate for this by
giving members gift coupons for special offers which are not
transferable. If this system effectively should lead to additional
purchases, then the co-op will benefit accordingly.
132) The necessity for this reduction was confirmed during the
course of interviews which the author had with responsible
representatives of Konsum Austria in summer 1987.
133) Re plans to quote shares on the stock exchange and the
possibility of German co-op co-operative groups participating cf.
in particular Holzweber, D., Der Konsum rüstet um, in Kurier
dated 7.10.1988, p. 7 and Konsum stellt um. Eine Sensation im
Handel bahnt sich an, in:Regal 10/1988, p. 12, also Vor FirmenAuskauf beim Konsum in: Der Standard dated 27 October 1988,
p. 13.For selling TACO (= TAGGER AG) shares at the stock
exchange and further plans see e. g. Syrowy, R.: Konsum beschloß
Verkauf und Ausgliederung von Betrieben, in: Der Standard
dated 7.11.1988, p. 11; Syrowy, R.: Konsum schmückt TACO für
Börsengang, in: Der Standard dated 11.1.1989, p. 11,
Sablatschan, F.: Die Aktie für Hund und Katz, in: Trend 6/1989,
pp. 95-98 and Syrowy, R.: Gerngroß kommt 1990 an die Börse.

Konsum mit Wachstumsproblemen, in: Der Standard dated
27.6.1989, p. 12. It has also to be mentioned, that the press
reported internal discussions about transforming Konsum Austria into a stock company (see “Die Presse” dated 27.6.1989, p. 7).
Konsum Austria would be well advised not to part with profitable
investments because they contribute considerably to future profits. Any financial relief thus obtained would be of short duration
only and would lead to negative consequences over the long term.
134) Re membership numbers see FN 130). There would be a slight
difference if average annual membership was taken as the basis
rather than membership on balance sheet date. Re data, cf.
Annual Reports 1978 - 1987. However, it should be pointed out
that the retail sales also include sales to non-members. From the
distribution of sales turnovers to the various shop types, and
taking into account their former differentiated refund rates, a
“hypothetical refund” is arrived at. When this is multiplied by the
rate that refunds are actually demanded on purchases, the
effective refund in the case of “members only” is arrived at. For
1986 this would work out at - on the basis of a rough guess approx. the product of the retail trade turnover and the factor
0,018 to 0,0185 (weighted refund rate).Comparison with the
actual refunds provides an indication of the extent of the nonmember sales. This could account for between a good third to
roughly a half of the retail trade turnover (similar to the conclusion arrived at by Theuer, G./Wagner, F.F., in: Kemmetmüller,
W., (ed.), op. cit., 1985, pp. 287 - 311, here pp. 310 - 311). From this
type of calculation it was also possible to estimate the refund
savings achieved by a general reduction to 1 per cent (equivalent
to a reduction of approx. 45 per cent relative to a 288 million
refund this amounts to around 130 million.). 1988 showed an
effect of 150 millions. The sharp reduction in RV/EHU from 1983
onwards can be hypothetically traced back to changes in turnover
structures to lower refund, in a shift in the degree of members’
demand for the refund, but particularly to a growth in nonmember custom. In this case, sales per member have increased to
a lesser extent than shown. Apart from this, the absolute value
on average is probably on about 60 per cent of the figure given
officially.
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135) In this context see comments on the index problem and FN 112)
136) Regarding the degrees of liquidity cf. e.g. Strobel, A.,: Die
Liquidität, 2. Auflage Stuttgart 1953, p. 41 et seq
137) Since retail trade is the dominating turnover factor it seems
reasonable to assume that the greater part of the receivables is
of a short-term nature. However, receivables from affiliated
companies are also included to a considerable extent under this
item. Accordingly, it is not possible to make a split with any
accuracy.
138) See Annual Report 1981, p. 53 showing the breakdown of 842.2
million receivables into 357 millions from affiliated companies
and 485.2 millions from outside the co-op group.Rudimentary
details are also to be found in the 1982 Annual Report on p. 37.
139) L1 can only be shaped via the balance sheet total (as denominator). L2 also through the evaluation of the receivables. Regarding L2 and L3 see also comments on the consolidated balance
sheet.
140) Estimated as quotient from average stock level and sales
turnover.
141) cf. law on industrial and economic co-operatives, RGBl 70/1873
(GenG) in the valid form, the law dated 10th June 1903 RGB1.
133 concerning the auditing of the industrial and economic cooperatives (GenRevG.) in the valid form, and the co-operative
auditing regulation RGBL. 134/1903. In this context see also
Keinert, H., : Österreiches Genossenschaftsrecht, Lehr-und
Handbuch, Vienna 1988, pp. 205 - 208: the relevant contributions
in: Patera, M., (ed.): Perspektiven der Genossenschaftsrevision.
Publication in honour of the 70th birthday of Wilhelm Weber,
Vienna 1986, and Schediwy, R., : Die genossenschaftliche Verbandsprüfung, Vienna 1972.
142) see § 1 GenRevG
143) see § 1 GenRevG
144) cf. Draft federal law dated ..... with which the commercial law
code, the companies act 1965, the law on companies with limited
liability, the company conversion law, the capital adjustment
law, the settlement law, the credit system law, and the insurance

supervision law are to be revised (law on the rendering of
accounts 1989 - RLG), printed in “Recht der Wirtschaft Sonderheft dated June 1988 - here the 7th section in particular, First
Title (§§ 268 - 276).
145) Some clarification should be necessary here, particularly concerning the relationship of GenG to RLG 1989. According to § 13
GenG the regulations stipulated in the commercial code apply to
trading co-operatives where the GenG has no own regulations.
Meanwhile Art. I of RLG foresees amendments to the commercial
code to extend mandatory auditing as specified in §§ 217 - 220 to
non stock companies of a given size upwards. It could be argued
that this obligation to submit to auditing would also apply to the
co-operatives - in addition to the co-operative audit –, which
would mean that two examinations would run in parallel. Seemingly those involved with the drawing up of this draft law have
not gone into the problems of co-operative auditing to any great
depth.In any event, the co-operative - regardless of its size - is not
subject to the regulations which apply to stock and limited
companies.
146) cf. e.g. the graphical presentation in the Annual Report for
1985, p. 14 and in the 1986 Annual Report on p. 13, and also the
efforts to reduce the groceries share from the present level of 70
per cent to one of approx. 60 per cent in “Konzept 2000”. For
further details on “Konzept 2000” - which was developed in
collaboration with Graz University - see also “Die Presse” dated
30.6.1987, p. 8, and Regal dated 31.7.1987.
To a certain extent the policy of spreading branches throughout
the newly established social housing areas at the outskirts of the
cities has boomeranged. People who travel into the town-centre
areas to work tend to do their shopping there also since this saves
time and the choice of goods is wider. Consequently usually
persons whose movements are restricted (housewifes with children, pensioners, handicapped people, etc.) shop regularly in
these suburban local shops. As a rule such custom is less significant from the purchasing power point of view. As far as the others
are concerned, their local purchases (subsidiary purchases) are
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likely be more restricted to basic foodstuff having lower profit
margins. If the co-operative intends to maintain its presence in
these areas in the sense of a social obligation then it should
perhaps make allowance for this in the accounts and evaluate
this in terms of public image (inclusion of a social balance).
147) Vienna‘s once prestigious main shopping street Mariahilferstraße has been degrading to a large extent because of building
projects which have been in progress there for some years with all
the associated inconveniences on road traffic (one-way only, lack
of parking space). The fact that numerous small shops catering
specially for tourists from East Bloc countries had meanwhile
established themselves there did not enhance its reputation
either. Should this street succeed in regaining its former glory
after the new underground railway line is to be opened in 1991,
then the co-op can be assumed to have done the right thing with
its Herzmansky department store. Otherwise this enormous
investment (a good 250 million AS) has been misplaced.
148) This problem is illustrated in the somewhat vitriolic but
interesting article by Herburg Weilandt in Cash Flow 9/1987, pp.
37 - 40. On the subject of the qualification of staff attention is
drawn to the fact that, according to managing director Kadits,
there is now a personnel development concept. No details have
been divulged but it is to be hoped that this is not only programmatic in structure but that it also features more concrete measures - c.f. C.A.S.H. interview, FN 114.
149) Savings realised through shortening the refund would amount
to a little more than half a percent of the retail trade turnover.
These savings - along with savings of an a equivalent amount
which may be realised in the logistics area - would only be
sufficient to finance specific price reductions (lure offers). At the
same time it should be realised that a positive effect is only likely
when the price elasticity of the demand is commensurately big
and the “take along with effect” comes into play with other
products. Otherwise there will be drops in turnover and profits.
Furthermore it is clear that campaigns of this sort are at the
expense of the members inasmuch that money which previously
went to them only (refund) is now being shared with nonmembers (cf. WIR - Konsumentenjournal 1/1988, pp. 1 and 3).

150) This is also indicated by the comments of managing director
Kadits as quoted in C.A.S.H. 1/1988, pp. 11 - 16, here pp. 12/13.
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APPENDICES:
Balance sheet and profit and loss statement data 1978-1988

1001

1002
Position
1978
Balance sheet:
Liabilities:
Members'paid-up
share capital:
584,838.169
General purpose
reserve:
283,582.983
Investment
allowance:
97,818.077
Valuation reserve: 414,032.994
Res. for dismiss.
compensation/retirement
benefits:
552,940.399
Other reserves:
72,371.457
Long-term
liabilities:
932,157.477
Shortterm
liabilities:
3.607,527.433
Members
receivables:
161,598.439
Balance sheet
total:
6.706,867.428

Position
1978
Balance sheet:
Assets side:
Real estate:
305,778.837
Buildings:
1.935,537.659
Machinery and
plant:
212,119.450
Equipment:
519,673,090
Under construction: 33,330.847
Prepayment for
fixet assets:
98,698.579
Tenancy:
286,391.152
Intangible assets:
15,558.919
Shareholdings:
340,318.331
Long-term
investments:
144,753.979
Total fixed assets: 3.892,160.843
Stocked
goods:
1.998,458.706
Receivables:
471,963.990
Available funds
(cash etc.):
130,033.164
Total working
capital:
2.600,455.860
Loss carried
forward:
215,078.515
Annual profit:
-827.790
Balance
sheet total:
6.706,867.428

+7,843.908
-26,126.188
+296,791.670
+611,080.664
+18,767.560
+650,143.006

1.228.949.147
4.218,608.097
180,365.999
7.357,010.434

+650,143.006

7.357,010.434

560,784.307
46,245,269

-188,706.382
-25,544.343

26,372.133
-26,372.133

+31,783.660
+42,581.430

+601,464.586

3.201,920.446

129,601.737
456,614.424

+129,850.695

259,883.859

-100,271.898

+457,835.967
+13,777.924

2.456,294.673
485,741.914

183,311.085

+15,526.576
+262,929.145

160,280.555
4.155,089.988

-232,307.800

-35,454.962
-22,932.303
+25,112.062
+104,128.809

63,243.617
263,458.840
40,670.981
444,447.140

352,530.369

+63,207.209
-41,019.576
+1,159.653

275,326.659
478,653.514
34,490.500

Diff. 79-78

+17,963.364
+135,238.313

323,742.201
2.070,775.972

1979

Diff. 79-78

1979

-26,372.133
+137,319.853

+341,912.842

+34,104.613

+254,296.780
+53,511.449

+24,787.716
+676,369.167

-35,425.776
+983.898
-4,175.097
+57,751.439

+17,084.579
-1,675.438
+534,979.187

+16,553.872
+65,504.787

Diff. 80-79

8.486,240.163

224,882.236

4.538,069.130

1.983,418.042

565,264.333
31,125.757

152,737.326
411,811.981

183,311.085

395,620.273

1980

1.129,228.729

+44,516.237

+319,461.033

+754,468.895

+4,480.026
-15,119.512

+23,135.589
-44,802.443

—————

+43,089.904

Diff. 80-79

8.486,240.163 +1.129,229.729

—————
110,947.720

3.543,833.288

293,988.472

2.710,591.453
539,253.363

185,068.271
4.831,459.155

27,817.841
264,442.747
36,495.884
502,198.579

292,411.238
476,978.076
569,469.687

340,296.073
2.136,280.759

1980

+53,340.774
+11,685.430

+60,157.335
-51,180.882

-84,054.106

+32,574.839

Diff. 81-80

+485,819.764

+110,947.720
-31,879.836

+85,619.643

-216,992.860

-355.006
+302,967.509

+20,476.248
+321,132.237

+55,265.737
+6,023.029
-7,730.623
+125.384

+47,965.737
+110,366.981
-512,327.156

+10,472.650
+590,494.250

Diff. 81-80
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+27,716.764
8.972,059.927 +485,819.764

252,599.000

4.718,811.625 +180,742.495

2.238,255.157 +254,837.115

618,605.107
42,811.187

212,894.661
360,631.099

99,256.979

428,195.112

1981

8.972,059.927

110,947.720
79,067.884

3.629,452.931

76,995.612

2.710,236.447
842,220.872

205,544.519
5.152,591.392

83,083.578
270,465.776
28,765.261
502,323.963

340,376.975
587,345.057
57,142.531

350,768.723
2.726,775.009

1981
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1004
Disposition
1978
Profit and loss
statement:
Expenditure:
Personnel
expenses:
2,824,302.393
Insurance costs:
28,405.654
Depreciation
current
:
265,007.903
Depreciation of small
value
:
19,176.221
Tax-privileged depr.:
618.439
Other depreciation : 5,912.213
Interest costs :
270,944.443
Rentals
:
267,548.977
Write-off for
bad debts
:
3,728.398
Taxes from income:
181.097
Taxes from property: 10,594.571
Other taxes:
3,554.134
Fees andcontributions
:
+242.825
Maintenance
expenses:
135,151.199
Energy expenses: 204,099.558
Costs of material: 151,252.521
Various costs:
327,308.007
Outbound
transportation:
28,716.009

+360,495.422
+960.149
+43,455.950
-5,606.368
+3,005.396
-5,251.576
+41,394.447
+61,222.525
-1,852.283
-55.805
-2,400.324
+1,440.166
23,257.768

+25,756.061
+42,512.614
+73.199
-15,480.346
+6,673.689

3,184,797.815
29,365.803
308,463.853
13,569.853
3,623.835
660.637
312,338.890
328,771.502
1,876.115
125.292
8,194.247
4,994.300
27,422.524

160,907.260
246,612.172
151,325.720
311,827.661
35,389.698

+8,885.146

+2,014.698
+45,078.590
+69,198.545
+70,570.138

-197.282
-125.292
-440.964
+413.398
22,268.877

-10,967.508
-3,623.835
-629.802
+158,149.371
+2,415.516

+12,965.262

+148,538.427
+1,698.293

Diff. 80-79

+-0

+1,4 bill.

Diff. 81-80

+15,613.985
+20,780.567

+3,195.797

Diff. 81-80

+4,6 bill.

+1,1 bill.

+37,105.052

43,554.837

181,305.795
344,630.476
213,036.452
343,323.585

5,666.911
832.237
9,113.939
6,358.633
-998.891

-720.007

+18,383.837
+52,939.714
-7,487.813
-39,074.214

+3,988.078
-832.237
+1,360.656
+950.935
22,511.702

19,516.085 +16,913.740
————
————
2,165.900
+2,135.065
662,230.610 +191,742.349
369,729.415 +38,542.397

358,534.167

3.626,784.430 +293,448.188
35,570.729
+4,506.633

1981

4,8 bill.

21,3 bill.

6.556,607.610 +706,692.574
26,1 bill.
+5,7 bill.

283,476.915 +170,213.467

33,718.055
103,186.012

29,825.647

6.106,400.981 +496,888.758

1981
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44,274.844

162,921.958
291,690.762
220,524.265
382,397.799

1,678.833
———
7,753.283
5,407.698
-4,164.756

2,602.345
————
30.835
470,488.261
331,187.018

321,429.115

3.333,336.242
31,064.096

1980

0,2 bill.

-0,3 bill.

Diff. 79-78

20,2 bill.

+305,094.104
+1,4 bill.

+722,958.345 5.849,915.036
+1,1 bill.
20,4 bill.
+1,4 bill.

-264,809.160

113,263.448

+202,169.204

-9,896.755
+27,472.286

18,104.070
82,405.445

+19,739.699
+22,935.140

-9,711.066

26,629.850

+562,038.799

+475,952.599 5.609,512.223
+2,161.703

Diff. 80-79

1980

Diff. 79-78

1979

Position
1978
1979
Profit and loss
statement:
Earnings:
Sales and
production
earnings:
4.571,520.825 5.047,473.424
Income from land
and buildings:
34,179.213
36,340.916
Income from
investments:
8,261.126
28,000.825
Interest earnings:
31,998.019
54,933.159
Various
extraordinary
earnings:
175,903.404
378,072.608
Profit and loss
total:
4.821,862.587 5.544,820.932
Total turnover:
17,9 bill.
19,0 bill.
Retail
sales:
17,4 bill.
18,8 bill.
Difference (Total Turnover-Retail sales)=
wholesale,
production,
sales of
affiliated companies, etc.
0,5 bill.
0,2 bill.
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1005

1006

-2,465.122

-33,358.553
+516,354.485
+35,714.487
+94,878.642
+50,466.388
————

————
+25,544.343
+722,958.345

700.919

8,925.970
5.135,729.310
237,374.459
94,878.642
50,466.388
————

————
26,372.133
5.544,820.932

5.849,915.036

4,480.026
-110,947.720

————

40,000.651

———

21,265.303
5,654.487.767
261,894.312

4,166.233

+305,094.104

+4,480.026
-137,319.853

————

-10,465.737

-94,878.642

+12,339.333
+518,758.457
+24,519.853

+3,465.314

-1,093.173

-84,054.106

+59,999.349

————

+48,860.748
+31,879.836
6.556,607.610 +706,692.574

53,340.774
-79,067.884

-84,054.106

100,000.000

————

41,500.755 +20,235.452
6.289,439.808 +634,952.041
276,949.018 +15,054.706

3,073.060

1982

Diff. 82-81

1983

Diff. 83-82

1984

Diff. 84-83

Balance sheet:
Assets side:
Real estate:
345,508.261
-5,260.462
366,650.021
+21,141.760
374,742.531
+8,092.510
Buildings:
2.905,206.570
+178,431.561
2.951,263.031
+46,056.461
3.063,743.896
+112,480.865
Machinery and
plant:
332,997.240
-7,479.735
313,032.666
-19,864.574
290,824.020
-22,208.646
Equipment:
572,206.094
-15,138.963
580,140.034
+7,933.940
703,848.608
+123,708.774
Under
construction:
9,698.749
-47,443.782
88,875.420
+79,176.671
19,791.901
-69,083.519
Prepayment for
fixed assets:
61,066.622
-22,016.956
8,530.894
-52,535.728
13,438.467
+4,907.573
Tenancy:
253,567.624
-16,898.152
248,179.447
-5,388.177
241,801.957
-6,377.490
Intangible assets:
21,841.032
-6,924.229
14,410.293
-7,430.739
26,281.190
+11,870.897
Shareholdings:
800,715.331
+298,391.368
1.492,686.789
+691,971.458
1.492,686.489
-300
Long-term investments: 209,358.153
+3,813.634
205,210.617
-4,147.536
235,299.475
+30,088.858
Total fixed assets:
5.512,065.676
+359,474.284
6.268,979.212
+756,913.536
6.462,458.524
+193,479.322
Stocked
goods:
2.718,926.672
+8,690.225
2.997,015.009
+278,088.337
3.170,663.853
+173,648.844
Receivables:
560,020.845
-282,200.027
482,178.051
-77,842.794
450,970.249
-31,207.802
Available funds
(cash, etc.):
39,266.592
-37,729.020
54,843.769
+15,577.177
115,651.064
+60,807.295
Total working capital: 3.318,214.109
-311,238.822
3.534,036.829
+215,882.720
3.737,285.166
+203,248.337
Loss carried
forward:
190,015.604
+79,067.884
173,502.797
-16,512.807
———*)
————
Annual profit:
16,512.808
-95,580.692
-93,021.461
-76,508.653
———*)
———Balance sheet total:
9.003,782.581
+31,722.654
9.883,497.377
+879,714.796
10.199,743.700
+396,727.659
*) In the annual report sometimes negative amounts are “added”. Therefore these amounts emerge on the “wrong” side. This has
consequences for the differences but also for the balance sheet total. See for example the balance sheet total 1983 in the annual report
1983 and the annual report 1984.

Position

It should be mentioned that the position “Dotation of reserves for dismissal compensation and retirement benefits” ist not always
reported separately. Therefore the position and its changes should be
regarded with caution.

*

Other extra charges: 3,166.041
Various
extraordinary
expenses:
42,284.523
Total:
4.619,374.825
Refund:
201,659.972
Accelerated
depreciation:
————
Dotation of investment
allowance
:
————
Dotation of the general
purpose reserve:
————
Dot. of res. for dismiss. compensation/retirement
benefits:
————
Remaining result:
827.790
Profit and
loss total
: 4.821,862.587
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1007

1008
Diff. 83-82

+446,826.373
+202.909
-674.761
-23,603.351
-304,108.324
+118,642.846
+0,9 bill.
+0,8 bill.

+0,1 bill.

99,256.979
225,050.116
287,001.633

674,446.895
110,646.225
2.946,141.556
4.675,087.579
206,817.081
————
————
————
9.883,497.377

1983

6.591,889.841
32,204.429
18,893.184
78,644.118
43,806.888
6.765,438.460
28,0 bill.
22,9 bill.

5,1 bill.

————
-25,016.540
-36,996.056

-6,806.601
+39,189.957
+168,002.806
-146,685.161
-94,112.695
————
————
————
+31,722.654

Position
1982
Diff. 82-81
Profit and loss
statement:
Earnings:
Sales and production
earnings:
6.145,063.468
+38,662.487
Income from land and
buildings:
32,001.520
+2,175.873
Income from
investments:
19,567.945
-14,150.110
Interest earnings:
102,247.469
-938.543
Various extraordinary
earnings:
347,915.212
+64,438.297
Profit and loss total:
6.646,795.614
+90,188.004
Total turnover:
27,1 bill.
+1,0 bill.
Retail sales:
22,1 bill.
+0,8 bill.
Diffenence (Total Turnover - Retail Sales) =
wholesale, production,
sales of affiliated
companies, etc.:
5,0 bill.
+0,2 bill.

————
+879,714.796

————

+48,330.776
————

+102,961.115

+539,883.593

+62,648.389
+28,645.081

————
+37,171.995
-36,633.410

+96,707.257

659,049.313

+134,146.944

Diff. 83-82

1983

Diff. 82-81

Position
1982
Balance sheet:
Liabilities:
Members'paid up
share capital:
562,342.056
General purpose
reserve:
99,256.979
Investment allowance: 187,878.121
Valuation reserve:
323,635.043
Res. for dismiss.
compensation/
retirement benefits:
611,798.506
Other reserves:
82,001.144
Long-term
liabilities:
2.406,257.963
Short-term
liabilities:
4.572,126.464
Members
receivables:
158,486.305
Annual profit:
————
Minus loss carried
forward:
————
Remaining loss
carried forward:
————
Balance sheet total:
9.003,782.581

5,7 bill.

123,286.520
6.845,792.698
30,7 bill.
25,0 bill.

53,838.186
76,823.430

32,820.144

6.559,024.418

1984

-71,686.117
10.199,743.700

-80,481.336

249,732.190
8,795.219

4.975,148.865

2.944,413.358

730,976.809
114,675.391

99,256.979
176,611.797
266,511.815

714,102.613

1984

-32,865.423

Diff. 84-83

-71,686.117
+316,246.323

-80,481.336

+42,915.109
+8,795.219

+300,061.286

-1,728.198

+56,529.914
+4,029.166

————
-48,438.319
-20,489,818

+55,053.300

Diff. 84-83

Robert Blaich

+0,6 bill.

+79,479.632
+80,354.238
+2,7 bill.
+2,1 bill.

+34,945.002
-1,820.688

+615.715
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1010
Refund:
284,006.875
Dotation of the general
purpose reserve:
————
Remaining result:
16,512.808
Profit and loss total: 6.646,795.614

Position
1982
Profit and loss statement:
Expenditure:
Personnel expenses: 3.727,543.530
Insurance costs:
38,076.179
Depreciation current
and of small value:
376,017.361
Tax-privileged
depreciation:
————
Other depreciation:
1,951.660
Interest costs:
551,126.448
Rentals:
382,124.100
Taxes from income
and property:
30,356.470
Other taxes, fees and
contributions:
47,587.697
Maintenance expenses: 167,393.377
Energy expenses:
381,450.360
Costs of material:
211,734.209
Various costs:
346,771.136
Outbound transportation: 31,586.920
Other extra charges:
3,494.850
Various extraordinary
expences:
52,527.731
Dot. of res. f. dismiss. compensation/retirement
benefits:
-3,466.097
Dot. of investment
allowance:
————
45,099.272
41,042.367
155,706.427
371,628.131
223,587.187
371,899.750
38,950.051
4,597.603
56,381.503

62,648.390
37,970.316

+20,410.204
+18,717.362
-13,912.418
+36,819.884
-1,302.243
+3,447.551
-11,967.917
+421.790
+5,360.065

-56,806.871
-100,000.000

————
93,021.461
6.765,438.460

8,968.874
10,653.175
388,559.281
379,214.390

————
-214.240
-111,104.162
+12,394.685

-84,054.106
+95,580.692
+90,188.004

356,027.867

-2,032.891

292,489.080

3.788.674.080
38,319.255

+100,759.100
+2,505.450

+7,057.857

1983

Diff. 82-81

————
+76,508.653
+118,642.846

+8,482.205

+37,970.316

+66,114.487

+3,853.772

-6,545.330
-11,686.950
-9,822.229
+11,852.978
+25,128.614
+7,363.131
+1,102.753

+14,742.802

+8,968.874
+8,701.515
-162,567.167
-2,909.710

-19,989.494

+61,130.550
+243.076

Diff. 83-82

————
8,795.219
6.845,792.698

290,820.850

————

57,214.281

25,585.018

43,657.741
182,515.368
372,386.853
244,717.067
410,264.447
41,575.813
3,510.491

16,197.651

————
3,587.976
433,596.961
388,845.634

360,361.659

3.927,336.077
34,823.592

1984

-8,968.874
-7,065.199
+45,037.680
+9,631.244

+4,333.792

+138,661.997
-3,495.663

Diff. 84-83

————
-84,226.242
+80,354.238

-1,668.230

-37,970.316

-5,434.109

-30,796.485

+2,615.374
+26,808.941
+758.722
+21,129.880
+38,364.697
+2,625.762
-1,087.112

-28,901.621

Robert Blaich
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1011

1012
Position
Balance sheet:
Liabilities:
Members' paid up share capital:
General purpose reserve:
Investment allowance:
Valuation reserve:
Res. for dismiss. compensation/retirement benefits:
Other reserves:
Long-term
liabilities:
Short-term
liabilities:
Members
receivables:
Annual profit:
Minus loss
carried forward:
Remaining loss
carried forward:
Balance sheet total:

Position
Balance sheet:
Asset side:
Real estate:
Buildings and
tenancy:
Machinery and
plant:
Equipment:
Under
construction:
Prepayment for
fixed assets:
Intangible assets:
Shareholdings:
Long-term investments:
Total fixed
assets:
Stocked goods:
Receivables:
Available funds (cash, etc.):
Total working capital:
Balance sheet total :

+3,859.004
+251,993.758
+23,455.474
-3,009.117
+8,795.219
+5,786.102
+335,762.417

2.948,272.362
5.227,142.623
273,187.664
+5,786.102
-71,686.117
-65,900.015
10.535,506.117

+160,836.376
+38,809.006
+206,512.821
-70,395.786
+174,926.041
+335,762.417

6.623,294.910
3.209,472.859
657,483.070
45,255.278
3.912,211.207
10.535,506.117

+54,625,794
+11,298.829

+19,119.433
-4,541.283
+58,336.820
+25,325.855

32,557.900
21,739.907
1.551,023.309
260,625.330

785,602.603
125,974.220

+7,696.569

27,488.470

+39,649.818
————
-39,114.572
-15,791.790

-4,638.059
+54,706.330

286,185.961
758,554.938

753,752.431
99,256.979
137,497.225
250,720.025

+9,355.474

3.314,901.327

Diff. 85-84

-4,524.763

370,217.768

1985

Diff. 85-84

1985

-64,619.505
11.246,604.481

-65,900.015

278,946.474
+1,280.510

5.841,172.428

3.139,840.103

828,360.037
64,890.326

780,698.930
99,256.979
37,424.179
240,634.530

1986

7.143,357.825
3.417,579.103
634,742.961
50,924.592
4.103,246.656
11.246,604.481

59,465.708
20,700.552
1,725,666.270
277,634.339

24,766.196

310,177.990
899,707.707

3.399,029.004

426,210.059

1986
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+1,280.510
+711,098.364

+5,786.102

+5,758.810
-4,505.592

+614,029.805

+191,567.741

+42,757.434
-61,083.894

+26,946.499
————-100,073.046
-10,085.495

Diff. 86-85

+520,062.915
+208,106.244
-22,740.109
+5,669.314
+191,035.449
+711,098.364

+26,907.808
-1,039.355
+174,642.961
+17,009.009

-2,722.274

+23,992.029
+141,152.769

+84,127.677

+55,992.291

Diff. 86-85

Robert Blaich

1013

1014
Position
Profit and loss
statement:
Expenditure:
Personnel expenses:
Insurance costs:
Depreciation current
and of small value:
Other depreciation:
Interest costs:
Rentals:
Taxes from income
and property:
Other taxes, fees
and contributions:
Maintenance expenses:
Energy expenses:
Costs of material:
Various costs:
Outbound transportation:
Other extra charges:
Various extraordinary
expenses:
Refund:
Tax-privileged depreciation:
Dotation of investment
allowance:
Dotation of the general
purpose reserve:

+27,043.710
+6,550.589
+19,487.062
+11,457.445
+1,465.398
+1,176.803
+32,946.436
+21,338.710
+1,277.678
-4,156.031
+4,424.855
-41.862
+2,036.167
+5,878.568
————
————
————

17,633.049
44,834.544
215,461.804
393,725.563
245,994.745
406,180.416
46,000.668
3,468.629
27,621.185
296,699.418
————
————
————

6,0 bill.

+0,2 bill.

387,405.369
10,138.565
453,084.023
400,303.079

277,296.658
7.398,711.045
32,1 bill.
26,1 bill.

+183,586.484
+336,071.477
+0,9 bill.
+0,7 bill.

+208,851.871
+2,667.487

66,231.575
93,580.658

-6,530.029
+3,856.304

4.136,187.948
37,491.079

32,552.392

+700.470

————

+185,184.529
+1,750.821

Diff. 86-85

+0,1 bill.*)

-29,576.346
+216,846.870
+0,5 bill.
+0,4 bill.

+18,923.418
+12,900.862

-968.222

+215,567.158

Diff. 86-85

————-

————-

+8,168.799
-8,787.432
————-

+3,300.867
-2,816.378
-19,378.569
-12,061.955
+17,120.558
+5,980.770
+519.810

-7,898.215

+6,294.609
+4,118.613
-2,942.004
+53,858.194

The Consumer Co-operatives in Austria

————

35,789.984
287,911.986
————

48,135.411
212,645.426
374,346.994
233,932.790
423,300.974
51,981.438
3,988.439

9,764.834

393,699.978
14,257.178
450,142.019
454,161.273

4.321,372.477
39,241.900

1986

6.929,049.824

+154,458.248

Diff. 85-84

1986

Diff. 85-84

1985

Position
1985
Profit and loss
statement:
Earnings:
Sales and production
earnings:
6.713,482.666
Income from land
and buildings:
33,520.614
Income from
investments:
47,308.157
Interest earnings:
80,679.734
Various extraordinary
earnings:
306,873.004
Profit and loss total:
7.181,864.175
Total turnover:
31,6 bill.
Retail sales:
25,7 bill.
Difference (Turnover-Retail sales) =
wholesale, production,
sales of affiliated
companies, etc.:
5,9 bill.
*)
Differences are caused by rounding.

Robert Blaich

1015

1016
Diff. 87-86

-6,115.269
+81,236.729
+10,924.087
+169,875.400
+628.602
-34,859.574
+15,784.548
+36,873.901
+20,186.283
+294,534.707
+265,739.531
+111,544.773
-16,032.372
+361,251.932
+655,786.639

420,094.790
3.480,265.733
321,102.077
1.069,583.107
25,394.798
24,606.134
36,485.100
1.762,540.171
297,820.622
7.437,892.532
3.683,318.634
746,287.734
34,892.220
4.464,498.588
11.902,391.120

-3,396.291
-3,009.118
+336,071.477

1987

53,817.990
5,786.101
7.181,864.175

11.738,128.514

4.579,507.308

7.158,621.206
3.824.009.817
715,752.503
39,744.988

64,153.345
30,021.708
1.814,331.821
304,002.061

301.623.611
1.051,672.780
16,065.236

400,245.300
3.176,505.344

1988

42,757.434
1,280.510
7.398,711.045

-11,060.556
-4,505.591
+216,846.870
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-164,262.606

+115,008.720

-279,271.326
+140,691.183
-30,535.231
+4,852.768

+39,547.211
-6,463.392
+51,791.650
+6,181.439

-19,478.466
-17,910.327
-9,329.562

-19,849.490
-303,760.389

Diff. 88-87

partly reported only in a position “buildings” (see annual report 1987). By comparison it is evident, that these positions are
identical.

*)

Position
Balance sheet:
Assets side:
Real estate:
Buildings and tenancy*):
Machinery and
plant:
Equipment:
Under construction:
Prepayment for
fixed assets:
Intangible assets:
Shareholding:
Long-term investments:
Total fixed
assets:
Stocked goods:
Receivables:
Available funds (cash etc.):
Total working
capital:
Balance
sheet total:

Dot. of res. for dismiss. compensation/retirement benefits:
Remaining result:
Profit an loss total:

Robert Blaich

1017

1018
7.482,716.869
32,6 bill.
26,6 bill.

6,0 bill.

+143,276.350
+0,4 bill.
+0,3 bill.

+0,1 bill.

on page 12 of the annual report the retail sales are reported as 26.4bill, on page 49 of the same report as 26.5 bill.

470,525.485

+110,326.386

*)

224,948.897
79,767.782

+46,793.573
-7,179.345

11.738,128.514

-73,112.605

35,552.852

+31,216.792

-95,836.297

-95,836.297

-1,154.654

-1,280.510

-64,619.505

164,919.136
+22,723.692

6.671,921.853

+10,524.038
-32,497.302

289,470.512
-31,216.792

5.920,400.493

-7,818.918

+338,275.588

6.179,448.016

3.734,479.808

1988

+322,760.965

3.462,601.068

828,119.672
87,014.201

Diff. 87-86

-8,703.458
+24,532.218

819,656.579
89,422.544

795,822.573
99,256.978
0
181,228.258

Position
1987
Profit and loss
statement:
Earnings:
Sales and
production earnings:
6.921,230.906
Income from land
and buildings:
33,707.046
Income from
Investments:
113,025.148
Interest earnings:
86,401.251
Various extraordinary earnings:
387,623.044
Profit
and loss total:
7.541,987.395
Total turnover:
32,5 bill.
Retail Sales:
26,4 bill.*)
Difference (Total Turnover-Retail Sales) =
wholesale, production,
sales of affiliated
companies etc.
6,1 bill.

+19,649.663
+/-0
-1,055.496
-18,980.087

800,348.593
99,256.979
36,368.683
221,654.443

1988

+655,786.639

Diff. 87-86

1987

11.902,391.120

Balance sheet total:

Position
Balance sheet:
Liabilities:
Members’paid up share capital:
General purpose reserve:
Investment allowance:
Valuation reserve:
Res. for dismissal compensation/retirement benefits:
Other reserves:
Long-term
liabilities:
Short-term
liabilities:
Members
receivables:
Annual profit:
Minus loss carried
forward:
Remaining loss carried
forward:
+271,878.740

+8,463.093
-2,408.343

-4,526.020
-1
-36,368.683
-40,426.185

Diff. 88-87

-249,309.053

Diff. 88-87

-164,262.606

+22,723.692

-31,216.792

-124,551.376
+53,940.484

-259,047.523

Robert Blaich

-0,1 bill.

-59,270.526
+0,1 bill.
+0,2 bill.

+82,902.441

+111,923.749
-6,633.469

+1,845.806
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1020
+25,473.837
-924.420
-3,959.628
+38,406.616
-85.753
-386.366
+19,703.089
-11,475.118
+10,655.080
+44,831.314
+660.117
+2,282.979
+5,746.185
+1,186.868
————
————
————

419,173.815
13,332.758
446,182.391
492,567.889
9,679.081
47,749.045
232,348.515
362,871.876
244,587.870
468,132.288
52,641.555
6,271.418
41,536.169
289,098.854
————
————
————

-51,460.892
-32,497.302
+143,276.350

+94,074.278
+1,045.466

4,415.446.755
40,287.366

-8,703.458
-31,216.792
7.541,987.395

Diff. 87-86

1987

_in the annual report by mistake 7,4493.805.

*

Dot. of res. for dismiss. compensation/retirement benefits:
Remaining result:
Profit and loss total:

Position
Profit and loss
statement:
Expenditure:
Personnel expenses:
Insurance costs:
Depreciation current and
of small value:
Other depreciation :
Interest costs:
Rentals:
Taxes from income
and property:
Other taxes, fees and
contributions:
Maintenance expenses:
Energy expenses:
Costs of material:
Various costs:
Outbound transportation:
Other extra charges:
Various extraordinary
expenses:
Refund:
Tax-privileged depreciation:
Dotation of investment
allowance:
Dotation of the general
purpose reserve:

8,281.953
+22,726.692
7,482.716.869

—————

————

34,622.032
138,891.423
————

47,892.567
237,445.865
356,966.624
259,234.689
412,505.871
54,856.826
7,482.363

9,343.616

439,840.588
*
7,493.805
460,813.120
576,720.932

4.364,743.187
42,857.716

1988

+16,985.411
+53,940.484
-59,270.526

————-

————-

-6,914.137
-150,207.431
————-

+143.522
+5,097.350
-5,905.252
+14,646.819
-55,626.417
+2,215.271
+1,210.945

-335.465

+20,666.773
-5,838.953
+14,630.729
+84,153.043

-50,703.568
+2,570.350

Diff. 88-87

Robert Blaich
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1.

DEVELOPMENT OF THE CONSUMER
CO-OPERATIVES UP TO 1945

In Europe, ideas on the subject of the co-operative system can be
traced back to the 17th century, and the first co-operative movements began to appear during the first third of the 19th century - at
first in England, but later on an increasing scale also in Germany,
The Netherlands, and France. Parallel developments in Japan,
however, did not manifest themselves until very much later. The
main reasons for this considerable delay are to be seen in the
economic and political environment: the country was politically cut
off from outside and maintained only very restricted economic ties
with other states.
It was not until some years before the Meiji restoration in 1867
that Japan began to intensify contacts with the outside world in
response to foreign pressure. At least the early years subsequent to
the Meiji restoration led to a phase of rethinking in Japan, and this
both in a political but even more so in an economical sense. The new
ideas also brought a series of social upheavals in their wake. The
starting point was the abolition of the traditional class system,
which had required by law that the entire population be segregated
into four distinct professional categories (warrior aristocracy, farmers, artisans, or tradesmen - the sequence is in descending order
of social status).The country then went on to switch from a bartering
to a money economy. The former warriors in particular, by virtue of
their superior educational level, became civil servants in the reformed state. The new government feared that Japan might otherwise
suffer the same fate as China and the Philippines, namely that it be
colonised by western powers who were more advanced both technically and militarily. For this reason top priority was given to the
encouragement of rapid technical and economic progress - although
the existing feudal structures provided virtually no base from which
to go ahead with an industrialisation programme.
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1.1.

THE FOUNDATION PHASE

The unconditional pursuit of modern technology and business
methods which followed, was accompanied by a certain social unrest
amongst the former upper classes, brought about by the abolition of
the former class system. It led within a very short time to the
emergence of the former tradesmen’s class as the most economically
important people and it was at this point that the first enterprises
resembling consumer co-operatives were founded. The first historically verifiable indication of the consumer co-operatives idea in
Japan dates back to the year 1878 and an article which appeared in
the Yubin Hochi Shinbun newspaper. A man by the name of Baba
Tayeyoshi had written about the Rochdale Society of Equitable
Pioneers which had been founded in England and he suggested that
similar co-operative institutions be encouraged in Japan.
As a follow–up to this thought, the first consumer co-operatives,
namely Kyoritsushosha, Doekisha, Osaka Kyortitsu Shoten, and
Kobe Shogisha Kyorititsu Shoten were founded, the first three in
1879 and the latter in 1880. In a direct translation from the
Japanese, these were described as “co-operating companies”
(KKJHIK 1986: 382).
Yet even before these first societies, which could be said to have
been founded on the basis of the Rochdale Pioneers, there was a
precursor. “Joheisha” - described as the “trailblazer of all societies
which collectively buy in consumer goods” - had already been in
business since the year 1872 (Yamamoto 1982: 5). Even though the
idea may not have been identical with the philosophy of today’s cooperative wholesale buying societies, at least the service they
provided is certainly comparable.
The co-operative movement in Japan in the years about 1880 was
not fostered by the workers’ movement. The driving forces were
much more the wholesalers, who had good contacts with the government, and the intellectuals. Thus at least during the initial phase
these activities were not pursued by the better off social classes as
a kind of sponsorship - as was indeed sometimes the case in other
countries - but much rather in an attempt to adapt to the economic
1027
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demands and conditions of the day. This latter aspect will be
explained in greater detail later.

lisation. Since at the time all these events were taking place the
Japanese economy was still far removed from the capitalist stage in
its development, the first four co-operatives were only to be short
lived and indeed had all disappeared again within the space of only
a few years.

The year 1873 saw the coming into force of a land tax reform in
Japan. This meant a change from the old laws associated with the
feudal system (where it was the custom to use rice to pay in kind) to
a money economy (in which rice is considered as merchandise). Since
this meant that rice was no longer acceptable as a means with which
to pay taxes, its value as merchandise had to be upgraded sufficiently to enable the farmers to meet their tax liabilities. Embodied
in this development is an important initial condition for the founding of the first four consumer co-operatives.

Table 1:
THE FIRST CONSUMER CO-OPERATIVES
A
Date founded

It was left namely to the tradesmen - by no means least of all in
their own private interest - to create the right general appreciation
of the new situation. One method of setting about this task was the
founding of co-operatives, which on one hand would guarantee the
farmers a regular market for their rice whilst on the other hand it
would ensure adequate circulation of money. Accordingly, the
founders and leading personalities of the first four co-operatives
established contacts with wholesalers - but only those wholesalers
who had been granted certain privileges by the government, and
whose business was concentrated mainly on the rice trade. Because
of the new land tax reform, the latter must have had the keenest
interest in ensuring that the former de facto currency but now de
facto merchandise be converted into cash with the least possible
inconvenience. Another new aspect was that the former samurais
(warrior aristocracy), who were hitherto paid in rice, now had to
learn how to use and live with the money which they now received
instead of rice.

Date wound up:

B

C

D

1879-07

1879-11

1879-12

1880-06

1885

1883-07

?

1883-03

Members
Initially:

493

500

230

300

Maximum No.:

700

600

283

800

Capital
1 share:
Goods sold:
ROC per share:
Dividend:

25 Yen
rice, firewood,
coal

20 Yen
mainly rice

15 Yen
rice, firewood,
coal

10 Yen
?

4,5%

?

7,5%

?

0,73%

?

1,1%

?

(according to Yamamoto 1982: 6)
Note: A ... Kyoritsushosha
B ... Doekisha
C ... Osaka Kyoritsu Shoten
D ... Kobe Shogisha Kyoritsu Shoten

This explains the interest which these two social groups in
particular had in forcing the realisation of co-operative institutions.
The members of these co-operatives were for the greater part
influential intellectuals and leading personalities from the business
world, senior civil servants, and members of the nobility. Consequently these first co-operative movements may be regarded as a
social phenomenon within a certain class of society, but by no means
as a social movement of the type normally associated with industria-
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1.2.

GROWTH PERIODS

1.2.1. PERIOD UP TO THE FIRST WORLD WAR
Once the tradesmen and the civil servants had overcome their
immediate difficulties following the switchover to a money economy,
and had established a more or less firm footing for themselves in
society, they saw no further need for the co-operative institutions
they had founded.
And so a further ten years or so were to pass before the cooperative movement was to be revived. As a result of Japan’s victory
in the Sino-Japanese war of 1894-1895 the Japanese economy began
to expand rapidly, partly thanks to the inflow of reparations money.
The process of industrialisation began. The first stage of this
industrialisation process was still largely financed from government funds. In the initial phase, heavy industry in particular went
through a vigorous growth period although considerable progress
was also achieved in light industry which was dominated by private
capital. The period from 1896 to 1906 can be described as the time
when the foundation stone of Japanese industrialisation was laid
and the country’s capital was consolidated. But it was also the period
in which the foundation stone for the organisation of a co-operative
movement as a social element on a broad basis was laid.
It was during the years between the Sino-Japanese war and the
outbreak of World War I that the three typical forms of consumer cooperatives were established which still exist in their original form
today, although admittedly not without interruptions. Of the three
forms, one is a co-operative movement with its roots in the working
classes, another draws its support from the middle classes, whilst
the third comprises co-operatives established by major enterprises
for the benefit of their own employees.
1.2.1.1.

THE WORKERS’ CO-OPERATIVES

With the beginning of the essentially government-instigated
industrial revolution in Japan, the first consumer co-operative
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sponsored by the workers’ movement came into being, but still
without any statutory footing. This was the kyodoten (i.e. the then
popularly used translation for the English “Co-operative Store”)
established in the iron-processing industry region.
In the year 1897 one of the first trade unions was founded under
Katayama Sen. This trade union went on to bring out its own
publication “Rodo Sekai” (“Working World”), which in turn inspired
the establishment of a further trade union that same year, this time
the Tekko Kumiai for the iron-processing industry. When in 1898
the said publication, “Rodo Sekai”, brought out an article entitled
“Kyodoten” (i.e. Co-operative Store) the Tekko Kumiai trade union
opened up its own “Kyodoten” in the March of that same year.
Initially it traded in goods such as soap, tobacco, underwear, and
shoes, etc. In 1899, when this co-operative had reached its maximum
expansion there were no less than 12 local organisations active with
a total of 1,346 members. The paid up capital amounted to 7,620 Yen
(in other words, 5.66 Yen per member) and the monthly sales
turnover was in the region of 7,479 yen. Bearing in mind that the
wholesale price for 150 kg of rice in 1901 was 12.34 Yen, these are
really much more impressive than they may appear at first
sight.(KKJHIK 1986: 382).
In March 1900 the government found it necessary to pass new
legislation concerning the maintenance of law and public order in
view of the growing unrest amongst the working class section of the
population and the increasing number of strikes. Increasing use had
to be made of this law with the result that the workers’ movement
along with the closely associated co-operative movement were subjected to restrictions and finally completely repressed so that the
latter mentioned kyodoten, just like most other similar societies,
disappeared from the scene completely within the space of only a few
years.
Mention should also perhaps be made here of the fact that during
this same period a large number of co-operatives were established on
a basis comparable with that of today’s co-operatives with a common
buying organ (cf. Chapter 3) but which did not have their own retail
shops. These were not only consumer co-operatives but also co-
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operatives in the fields of medicine, living accommodation, and
credit, to mention but some. However, they all were short–lived, one
of the reasons for this being the prevailing political circumstances.
1.2.1.2.

MIDDLE CLASS CO-OPERATIVES

Table 3:
CO-OPERATIVES ESTABLISHED DURING THE PERIOD
1901-1919
Year

The consumer co-operatives sponsored by the workers’ movement
had already ceased to exist when new co-operatives began opening
up at the initiative of members of the middle classes. In this
particular context the term middle class is defined as a social
stratum distinct from the nobility but comprising white collar
employees and civil servants as distinct from blue collar workers. In
other words, a section of the population which at least at that
moment was in sympathy with the government and thus would not
necessarily appear to pose the same threat to the latter as the
working class might. The founding of these co-operatives took place
during the years subsequent to the Russo-Japanese war of 19041905 and thus at a time of fast rising prices.
Table 2:
CO-OPERATIVES ESTABLISHED DURING THE PERIOD
1901-1919 - PERCENTAGE AND TYPE BREAKDOWN
Note: Type A = co-operatives supported by trade union
Type

Number

Percent

A
B
C
D
Total

0
17
65
12
94

0
18
69
13
100

Type B = co-operatives for company’s own staff only
Type C = co-operatives supported by middle classes
Type D = details not known

1901
1902
1903
1904
1905
1906
1907
1908
1909
1910
1911
1912
1913
1914
1915
1916
1917
1918
1919

Number
3
0
3
3
3
5
17
17
4
1
0
2
3
1
1
2
6
9
14

Type
B

C(2)

B
B,
B(2)
B

C(2)
C(2)
C
C(3),
C(10)
C(10)
C

B(3)
B(3)
B
B
B
B
B

D
D(7)
D(4)

C
C(2)
C
C
C(6)
C(9)
C(14)

(statistics according to Yamamoto 1982: 90-95)
Note: Type A = co-operatives supported by trade union
Type B = co-operatives for company’s own staff only
Type C = co-operatives supported by middle classes
Type D = details not known
The middle class consumer co-operatives were established in an
effort to confront the problem of rising prices, and in many cases
these co-operatives enjoyed the patronage of the district or town
authorities. Their members were drawn primarily from the ranks of
the civil service, the military, and the school teachers - in other
words, from professional people generally considered to be loyal to
the government. In the heyday of these co-operatives in the years
1907-1908 they were represented in every town of any importance
in Japan.
From the sources now available it is difficult to determine exactly
why the authorities should have subsequently considered it neces-
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sary to withdraw their support, or why the majority of the said cooperatives were later wound up - either under pressure from the
already mentioned law of 1900, or as a consequence of structural and
administrative-technical shortcomings. However, Yamamoto’s comment to the effect that the middle class co-operative movement was
“quietened as a precautionary measure” (Yamamoto 1982: 116),
suggests that the government wanted to neutralise a possible
danger from a movement whose loyalty would not normally have
been questioned. Of the 60 or so co-operatives of this type originally
in existence, less than 10 were still in business by the time the First
World War broke out.
1.2.1.3.

COMPANY CO-OPERATIVES

This type of co-operative was invariably linked with one particular company, usually a big state-owned factory or mine, but sometimes also privately-owned. They were tolerated - in some cases even
supported - by the company management, and were independent of
the trade unions. Their objective was to serve the employees of the
company in question, who in most cases were working under fairly
hard conditions and to provide them with the opportunity to purchase the sort of commodities they required on a day to day basis.
Since these co-operatives also began to spring up in the post RussoJapanese war period when prices were constantly increasing, their
growth rate was stable to say the least.
However, particularly in the cases of the state-owned enterprises,
but also to some extent in those of the privately-owned factories,
with the passage of time it became the fashion to incorporate these
institutions into the company’s own staff welfare organisation
rather than to let them continue as independent operations. The
next development came in September 1918 when the state-owned
enterprises opened their own internal retail shops under the auspices of the company welfare scheme with the result that most of the
co-operatives, which had so far been working with good results, were
doomed to extinction.
Statistics on the development and type of these co-operatives up
to the year 1919 are to be found on page 1033.
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1.2.2. THE PERIOD AFTER THE FIRST WORLD WAR
The period immediately following the end of World War I saw a
tremendous boom in the Japanese economy. Indeed, during the war
years Japanese industry was able to do brisk business as supplier to
the combatant nations and thus to increase its own production
capacity on a large scale. Additionally it was able to step in as
supplier to those foreign markets which the warring nations were no
longer in a position to serve satisfactorily because of their own
increased needs. This consolidation of Japanese capitalism automatically brought with it an expansion of the working class over a broad
basis - although there were also notable increases in the size of the
middle classes. This led to the emergence of a very active democratic
movement and also to a growing strength of the workers’ movement.
The problem of making ends meet in day to day life, a problem which
most social classes were having increasing difficulty in coping with
- contributed to a reawakening of shinko shohi kumiai, i.e. the new
consumer co-operatives. Consequently those consumer co-operatives which had managed to survive the war were given new impetus
whilst at the same time there was a boom in the founding of new cooperatives for the middle classes in particular.
1.2.2.1. NEW CONSUMER CO-OPERATIVES FOR THE
WORKING CLASSES
After many years of repression, the first workers’ consumer cooperative, “Tsukijima Kobai Kumiai” was founded in March 1918.
Its membership was drawn from a metal workers’ trade union. Even
though this particular co-operative was soon forced to wind up for
business reasons, it can nevertheless be regarded as the trailblazer
for the continuation of the co-operative movement at working class
level.
The establishment of “Kyoekisha” in the Osaka region in 1920
was perhaps one of the most important foundings in this latter
context. Its initial membership numbered 1000, more than half of
which came from the working classes. But partly because the
members did not fully understand the system, partly because of a
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lack of experience in management matters, and partly on account of
the series of defeats which the workers’ movement had suffered in
connexion with its fighting campaigns, the newly founded co-operative was soon floundering in a crisis which almost forced it into
liquidation in 1924. It was at this moment that a man by the name
of Kagawa Toyohiko appeared on the scene and offered to balance
the deficit budget and take over the management of the co-operative.
By means of a programme of extremely harsh economies, severing
all existing ties with the workers’ trade union, and also with the aid
of the profits which he drew from a company which he had founded
with the sole purpose of supporting the co-operative, he succeeded in
bringing the co-operative back into black figures. Whilst the said
company which he had founded was not immediately dependent
upon the co-operative, it can nevertheless be described as an extended arm of the co-operative. This company was able to market a
set of uniform clothing on favourable terms throughout Japan i.e. at
a price which even those who had become unemployed as a result of
the world economic crisis could afford. Needless to say, Kagawa fully
exploited the co-operative structure to achieve his market goals.
Indeed, this company played a major role in restoring the cooperative to good economic health. It should not be overlooked in this
context that with the taking over of the management by Kagawa, the
co-operative had again come to rely on middle class support even
though the set of uniform clothing appealed to people of virtually all
social classes in Japan. (Yamamoto 1982: 163).

fishing co-operatives, and others whose purpose it was to ensure that
adequate medical supplies reached the rural communities. The
know-how he had accumulated during his visit to various European
co-operatives coupled with his increasingly more profound belief in
the Christian faith strengthened his convictions regarding the cooperative movement. Well known as a confirmed pacifist, he was
interned during the war years but emerged again afterwards to take
up leading positions in the peace movement, the workers’ movement
in general, and the co-operative movement in particular. He must
surely have been the most important of the convinced supporters of
the co-operative system in Japan up to the time of the Second World
War.

Kagawa Toyohiko can be regarded as the most important personality in the Japanese consumer co-operative system right up to this
present day. A devout Christian whose life was very much influenced by the teachings of that religion, he returned to Japan from the
USA at the age of twenty and immediately set about the problem of
providing help for the suffering and the poor. He saw the founding
of co-operatives as a possible means to provide such help in an
efficient manner. Consequently he was considerably involved in the
founding of a number of co-operatives as far back as the early 1920’s,
including the founding of the predecessor co-operative to today’s
Nada Kobe. He was also involved with agricultural co-operatives,
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After the First World War the first workers’ co-operatives began
to spring up in the Tokyo region also. They mainly recruited their
members from amongst the metal workers and the dockers. The
workers’ co-operative “Kyodosha”, founded in October 1920, noted
for staying open during the evening hours in order to enable shift
workers make their purchases, secured its position economically not
only through such innovations, but also by having all its administrative-technical work done by in-house co-operative persons. At the
same time it secured its position politically through its unmistakable identification with workers’ strikes - and as a result was
commercially quite successful. A number of new co-operatives were
founded in the years following The metal processing industry in
particular proved to be a good recruiting ground. Also about this
time the first attempts were made at supra-regional mergers between co-operatives in Tokyo and Osaka in the form of “Shohi
Kumiai Renmei” (= Union of Consumer Co-operatives) embracing
four individual co-operatives in the year 1922.
Despite being subjected to pressure from the authorities because
of its connexions with the workers’ movement, despite economic
problems, and despite some conflicts between co-operative members
and elective officials, this union turned out to be the first successful
attempt to establish a politically independent co-operative union
claiming to be supra-regional in character. Its supra-partisan policy
proved to be the ticket for survival for this co-operative which
effectively supported the workers even at a time when the workers’
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movement itself began to crack up again under political pressure.
However, as a consequence of the economic crisis in the late twenties
and the violent dissolution of the workers’ trade unions, the cooperative lost more and more of its economic foothold. The movement was finally split in 1929 following differences of opinion on its
policies.

Yet despite such successful campaigns, or indeed, possibly just
because of them, this co-operative along with other free workers’ cooperatives found themselves subjected to increasing government
pressure which ultimately brought about a deterioration in their
business performance. It should be noted that this was a time when
the totalitarian state was consolidating its power. In the year 1937
the government had 20 of the co-operatives’ leaders arrested without warning and this inevitably led to the dissolution of Nihon
Shohi Kumiai the following year. For the time being this meant the
end of the workers’ co-operative movement.

Table 4:
CO-OPERATIVES ESTABLISHED DURING THE PERIOD
1919-1926 PERCENTAGE AND TYPE BREAKDOWN

Table 5:
Type
A
B
C
Total

Number
10
15
53
78

Percent
13
19
68
100

(according to Yamamoto 1982: 140-142)
Note: Type A = co-operatives supported by the trade unions
Type B = co-operatives for company’s own staff only
Type C = co-operatives supported by the middle class
Six of the co-operatives leaving the union joined up with three
others but this new merger was dissolved even before the war with
China in 1937.
The remaining co-operatives continued to exist together under
the original name and managed to survive a financial crisis - partly
thanks to financial aid poured in by leading personalities belonging
to the co-operative, and partly thanks to a structural reorganisation
which brought agricultural co-operatives into the merger. The cooperative assumed a new name - “Nihon Shohi Kumiai Renmei” (=
Union of Japanese Consumer Co-operatives” and devoted itself
particularly to the cause of ensuring that the poorest classes were
able to maintain a tolerable living standard. Amongst other undertakings in this direction the co-operative organised a petition calling
on the government to reduce the price of rice. In 1932 the domestic
market price for rice had been increased from 19 to 25 Yen per 150
kg whilst at the same time, and in view of a production surplus,
Japan was exporting rice at 8 Yen per 150 kg.
1038

CO-OPERATIVES ESTABLISHED BETWEEN 1919 AND
1926

Year

Number

1919
1920
1921
1922
1923
1924
1925
1926

2
17
12
10
8
11
12
6

Type
A
A(2)
A
A(3)
A(3)

B(5)
B
B(2)
B(2)
B(3)
B(2)

C(2)
C(11)
C(11)
C(6)
C(5)
C(8)
C(7)
C(3)

(according to Yamamoto 1982: 142)
Note: Type A = co-operatives supported by the trade unions
Type B = co-operatives for company employees only
Type C = co-operatives supported by the middle classes
1.2.2.2.

MIDDLE CLASS CO-OPERATIVES

Just as was the case before the outbreak of World War I, it was the
middle class-sponsored co-operatives which accounted for the most
important part of the co-operative movement also after the war. This
was a time when the middle classes in Japan were growing in
numerical strength. In view of the increasing feeling of insecurity
amongst these classes in the face of rising prices, inflation, and the
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economic crises, co-operatives catering for middle class needs were
able to expand rapidly.

By contrast, the driving forces behind Nada Kobai Kumiai initially came from either the middle or the upper classes of society. This
co-operative was founded by a former businessman by the name of
Nasu Zenji who regarded it as a kind of humanitarian gesture
towards the society which had enabled him to make a successful
career in business. Yet he also lent his support to such workers’ cooperatives as “Kyodosha” and the already mentioned co-operative
union. He saw with the clear vision of a successful businessman that
far too many of the co-operatives were being managed in a style
which had little to do with economic principles. Accordingly he made
a point of ensuring that Nada Kobaiai Kumiai was managed all the
more strictly along true business lines. He was amongst the first to
appreciate how disadvantaged women were in society and he succeeded in organising activities in conjunction with the co-operative
which helped give the women a feeling of self value in society. In his
co-operative the first ever “kateikai” was formed (i.e groups comprising several members of the co-operative - exclusively women - which
worked together within the co-operative). In the broadest sense this
group can be seen as the forerunner of the modern “han”. It was also
in this co-operative that the first consumers’ strikes or boycotts were
organised e.g. as in the year 1929 when the wholesalers, at the
prompting of the small retailers, refused to supply the co-operative
with milk. Nasu Zenji was probably also the first manager who
succeeded in conveying to co-operative members the meaning and
feeling of direct co-management.

The most significant of all the co-operatives in the years between
the two world wars was “Katei Kobai Kumiai”. This was one of the
very first co-operatives to be founded after the war (i.e. in 1919) In
contrast to the co-operatives supported by the workers’ movement,
this middle-class co-operative continued to operate successfully
right through until the total confusion of the Second World War.
Round about the same time two further co-operatives of some
importance were founded which were the forerunners of today’s
“Nada Kobe”. Both were established in the year 1921, one under the
name of “Kobe Shohi Kumiai”, the other under that of “Nada Kobai
Kumiai”.
The first named of these two co-operatives was founded under the
patronage of the already mentioned Kagawa Toyohiko, but originally on the basis of a working class membership. However, following
a defeat of the working class movement in its struggle with the
authorities there came a number of dismissals. Many members of
the said co-operative were amongst those who lost their jobs. Thus
the economic basis of the co-operative itself was in danger. The only
way out was to switch to an unmistakably neutral policy in line with
the that of the middle classes. The percentage of working class
members in this co-operative was reduced from 29 per cent in 1921
to a mere 8 per cent by 1926 whilst the middle class membership over
the same period grew from 39 per cent to over 50 per cent (Yamamoto
1982: 159). Contributory factors were said to be the adoption of such
measures as strictly cash sales only and no trade in alcohol. Kobe
Shohi Kumiai showed itself able to adapt well to the changing
conditions brought about by the war, including those of the planned
economy and food rationing. By virtue of the fact that the cooperative could take over the rice order forms of its members it was
able to achieve a certain necessary rice turnover volume and thus
persuade the local authorities in some regions to grant the exclusive
rice trading rights. This of course helped to boost both turnover
figures and membership numbers, the peak being reached around
the year 1941 (cf. Table 6).
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Also worthy of mention at this stage is another co-operative which
Kagawa helped to found in the year 1926, namely “Koto Shohi
Kumiai”. By the mid 1930’s this co-operative ranked amongst the
biggest in the Tokyo region, and was in fact the very first to embark
upon the production of “ready cooked meals”. This idea was inspired
by the thought that, particularly at harvest times when every
available pair of hands was needed on the land, a service of this
nature would sell well. The prudence of this thinking was borne out
by the fact that the co-operative was able to increase both its
turnover and the strength of its membership by more than 30 per
cent within the space of a single year.
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Table 6:
THE FOUR LEADING CO-OPERATIVES BETWEEN THE
WARS
Year

1919
1920
1921
1926
1930
1935
1937
1938
1941

turnover (10000 Yen)

mebers (1000)

A

B

C

D

A

B

C

D

40
140
660

0.6
50.0
120.0

5
53
110
190

132

0.13
1.00
2.00
8.00
22.00

1.2
4.0
9.5

0.5
3.0
5.0
9.6

2.1
2.7
8.9

(according to KKJHIK 1986: 384;
SUSHIK 1964: 7, 11: Yamamoto 1982: 639)
Note: A ... Katei Kobai Kumiai
B ... Kobe Shohi Kumiai
C ... Nada Kobai Kumiai
D ... Koto Shohi Kumiai
The creation of some form of umbrella organisation was a development which took place in Japan only after considerable delay.
Indeed, it was not until the year 1931, almost a decade after the
several co-operatives had merged, that a central organisation under
the name of “Zenkoku Shohi Kumiai Kyokai” was established under
the patronage of “Sangyo Kumiai Chuokai” (= Japanese National
Industrial Union). However, in this body we meet again those people
who were largely responsible for the drawing up of the law in 1900
relating to commercial companies, and also, perhaps more significant, representatives from various government ministries.
That “Zenkoku Shohi Kumiai” was the most significant movement of its kind is borne out by the fact that the two other federative
organisations of the workers’ co-operative movement became members. When the latter two were ultimately dissolved “Zenkoku Shohi
Kumiai” alone survived the upheavals of the war years.
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The growing demands imposed by Japan’s military ambitions
together with a series of economic factors brought both rising
inflation and supply bottlenecks in their wake during the 1930’s.
The workers’ movement had been more or less effectively gagged in
the meantime with the result that the existing middle class cooperatives received a growing influx. In the year 1940 Japan’s entire
rice production was placed under state control and rice distribution
under government administration. As far as the consumer cooperatives were concerned - bearing in mind that rice accounted for
around half their business turnover - it was of vital importance that
they, as “registered companies” secure a government concession to
function as rice distributors. As a rule, only the bigger co-operatives
having good contacts with government circles and committees appointed by the local authorities could hope to succeed here. Carpet
bombing raids carried out by the U.S. airforce as from 1944 ultimately destroyed the infrastructural facilities of the consumer cooperatives completely and thus deprived them of the ability to
function as suppliers to the suburbs.
Table 7:
CO-OPERATIVES DURING THE WAR ECONOMY YEARS
Year
1937
1938
1939
1940
1941

Foundings
9
11
16
35
5

Wind ups

Shut downs

20
5
12
10
13

10
16
12
15
16

(according to SUSHIK 1964: 6)
1.3.

PROBLEMS AND ANALYSIS OF CONSUMER CO-OPERATIVE DEVELOPMENT PRIOR TO 1945

The Japanese were aware as early as the beginning of the 1890’s
that the co-operative movement, as a means to aiding the smaller
producers, could find itself at a disadvantage under the ever growing
pressure of the capitalist system (Kuruma 1923: 11). However, there
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was still considerable delay before any statutory basis for the
existence of co-operatives was drawn up. And even once such a basis
was finally drawn up it embodied restrictions on trading scope.
Almost a decade went by from the time when a draft law for cooperatives was proposed till the law was eventually passed in 1900.
When it did come, the law was not a co-operative law, but rather a
law governing commercial companies. It regulated the types of such
companies (credit, sales, purchasing and production companies),
their form, and membership participation, etc., but at the same time
it made provision for the local authorities to exercise a comprehensive supervisory function and also gave them the right to reverse any
decisions taken by the company, to appoint the top management,
and even to dissolve the company (KKJHIK 1986: 424). An interesting feature of this law is that it freed the co-operatives from any
obligation to pay income or turnover tax. Each member was required
to own at least one share but not more than ten. This law remained
in force - with one or two amendments in the meantime - until 1948
when a law on co-operatives as such was passed.

hampered by repressive measures adopted by the government. The
co-operatives which proved to be most successful over the long term
were those which were characterised by a membership recruited
mainly from the middle and upper social classes. Furthermore, if
anything the progress of the co-operative movement was “guided
from the top” rather than being a product of the dynamism of the
movement itself. There were quite a few workers’ co-operatives
which at least initially did fairly well but most of these found
themselves in difficulties sooner or later. The close ties which the
workers’ co-operatives maintained with the trade unions often
brought about their own downfall, and this particularly so since in
those days of frequent labour conflicts it was usually the trade
unions which came out the worst off. The fact that a lost labour
conflict meant that heads would roll in the trade unions often left its
mark in the co-operatives. It was not an infrequent occurrence for a
co-operative to get a completely new management following an
unsuccessful such action. An additional factor which in many cases
resulted in the premature demise of many an initially successful cooperative is seen in structural weaknesses which the management
did not recognize - or which were within the management itself. At
the same time the members often did not appreciate sufficiently the
purpose and benefits of having co-operatives.

Generally speaking it can be argued that up until the outbreak of
World War II the co-operative system did not achieve the success
which it deserved. This was due not only to the lack of a statutory
basis, but even more so to a whole series of social and political
factors.
A study of the figures in Table 8 will reveal quite clearly that the
co-operatives did not manage to achieve any real vigorous development until after the First World War, reaching their peak around the
mid thirties. This is apparent from both the turnover figures and
those for membership strengths. The most characteristic features of
this period include a general lack of equity funds on the part of the
co-operatives, relatively meagre reserves, and a heavy reliance on
loan capital.
A series of different factors proved to be problematic. Even in the
thirties there was still not necessarily an adequately broad social
basis for a successful development of the co-operatives - whilst at the
same time the progress of what development they did achieve was
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External factors, such as the big earthquake which shook the
Tokyo region back in 1923, destroying the majority of shops and thus
the economic lifeline of a number of co-operatives, as well as
knocking out the local point of contact between co-operative and
members as it did, resulted in many co-operatives having to wind up
shortly afterwards - or if not that, at least left them facing conditions
of extreme hardship.
During the years of political tension, in other words, around the
time of the big earthquake and in the middle of the thirties, but
particularly as a consequence of Japan switching to a war economy,
the political pressure exerted by the military was intensifying, and
the repression of the co-operatives deprived the latter more and
more of their economic basis. Very few co-operatives were able to
survive the upheavals of the war and then proceed to take up a
leading position in the co-operative system in the postwar period.
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These co-operatives owed their survival no doubt to good political
connexions and skilled political manoeuvring.

the economic analysis, however, reliance has been placed mainly on
the JCCU figures since they alone allow an insight into such aspects
as personnel costs, etc. At the same time it would be fair to say that
these figures can indeed be regarded as representative, bearing in
mind that in the year 1984 some 93 per cent of the total sales
turnover realised by Japanese co-operatives was accounted for by
JCCU members even though they themselves accounted for little
more than a half of the total number i.e. 652 out of 1252 (SKT 1984:
148-149 and 1985: 144-145).

Table 8:
DEVELOPMENT OF THE CO-OPERATIVES UP UNTIL
WORLD WAR 2
Year

CoMembers
operatives (1000’s)

Sales
turnover

Paid up
capital

Reserves

Loans

in each case in units of 100,000 Yen
1906
1911
1916
1925
1930
1936
1937
1938
1939
1940
1941

2
19
27
129
151
184
182
193
220
242
203

2.2
9.6
14.1
120.0
137.7
229.0
265.2
301.0
338.3
403.3
388.1

2.2
12.4
14.9
213.7
199.5
328.3
380.1
462.4
560.2
745.2
707.7

0.1
1.2
1.7
17.8
20.3
25.4
31.9
38.1
46.5
58.8
58.2

0.01
0.27
0.79
6.00
11.70
18.50
20.80
24.80
34.20
32.30
34.30

?
0.3
0.3
31.0
18.2
22.3
19.3
34.0
39.4
66.5
58.0

(according to SUSHIK 1964: 381)
Note: The number of co-operatives shown here reflects only the
number which were taken into account by the statistic. The total
number of co-operatives in existence during the period in question
was greater.
2.

DEVELOPMENT FROM 1945 TO 1970

Some introductory comments are necessary at this stage. The
statistical material on which this analysis is mainly based is relative
only to those co-operatives which are members of the Japanese
Federation of Consumer Co-operatives founded in 1951, namely
Nihon Seikatsu Kyodo Kumiai Rengokai (often abbreviated to
JCCU). However, there are also quite a number of non-members in
this organisation. Where the available material permitted, an attempt has been made to take into account all the co-operatives i.e.
to contrast members and non-members. Particularly in the case of
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It should also be realised that all the figures included in our
statistics relate only to active co-operatives. Those co-operatives
which have ceased trading but which according to the statute have
not been wound up are not featured. Similarly the regional cooperative federations which in some statistics additionally appear
as individual co-operatives, have been omitted. In addition to the
1232 active consumer co-operatives in the year 1983 there were
some 67 active regional parent organisations (KKJHIK 1986: 1120).
2.1.

THE CONSUMER CO-OPERATIVES IN AN
EXPANDING SOCIETY

2.1.1. THE IMMEDIATE POSTWAR PERIOD
The first few months following the end of the war brought not only
extraordinary problems in connexion with distributing supplies to
the population but also a galloping inflation. After many years of
repression under a totalitarian government the pent up energies of
the co-operative movement could at last break out to cope with the
needs of the situation. Remembering from experience that several
small groupings are essentially weaker, the co-operators now had
the idea of forming a universal federation for all co-operatives. One
of the main driving forces behind the forming of this federation,
Nihon Kyodo Kumiai Domei, on 18th November 1945 was Kagawa
Toyohiko, who has already been mentioned more that once, and who
was to assume a leading position in the new universal federation.
Soon after, however, the agricultural and the fishing co-operatives
showed a keen interest in having their own respective federations
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with the result that from June 1946 onwards Nihon Kyodo Kumiai
Domei was a purely consumer co-operatives organisation numbering at that time some 1600 members.

operatives were faced with a choice: either to obtain goods on the
black market or to request official authority to distribute rice and
other essential foodstuffs. Over the long term it became apparent
that official authorisation was the only basis on which the cooperatives could hope to survive. In practice it could be said that the
precondition for authorisation boiled down to two factors: first the
co-operative had to be able to prove a certain minimum membership
and thus a minimum number of guaranteed rice consumers, and
secondly the appropriate skill in dealing with officials was needed
i.e. the ability to adapt to the latest political and economic circumstances.

These were depressing times of a dismal food shortage: (the
number of calories available per head per day was a third less than
it had been in the year 1935; SUSHIK 1964: 41) The food shortage
contributed to the boom in the establishing of new co-operatives this being even more apparent in the urban regions between 1946
and 1947. This boom reached its peak in 1947 with a total of 6500 cooperatives (Yamamura 1967: 94).
The novel aspect of these co-operatives was in that they were
founded with the sole purpose of overcoming the food problem. From
the structural point of view a special feature was that the inhabitants of an entire district of a town or the entire staff of an enterprise
were all members. Goods were distributed amongst members immediately on arrival so that there was no need to maintain shop
premises (which in most cases were not available anyway). This
system of operation was a first step towards the establishment of the
later “kyodokonyu” i.e. communal buying organisation.
A further feature in the development of the co-operative movement at this time was that the majority of newly opened cooperatives were company-internal, i.e. for the use of company staff
only, and indeed these co-operatives accounted for up to 80 per cent
of the total number. During this same period there were effectively
no co-operatives founded by the trade union movement. This is
readily understandable since the trade unions at that time were
primarily engaged in an extension of democratic rights and particularly - in view of the inflation - in negotiating commensurate pay
rises. Free scope for co-operative activities on the part of the trade
unions did not come until the 1950’s.
Even if the co-operatives did make a major contribution towards
satisfying immediate needs for everyday life, it is a fact that in the
initial postwar period they had to cope with the same problems as
during the war years, i.e. food rationing and indeed the concession
to deal in essential goods such as rice, miso (bean paste), and soya
sauce, etc., just as had been the case during the war years. The co1048

Indeed it turned out that the very same co-operatives who had
been successful when they applied for this authorisation during the
war years were amongst the first to secure this privilege again after
the war. If the concession had been granted, this was a good basis for
the business success of the co-operative in question. Those cooperatives which were able to advertise that they were in possession
of the necessary authorisation could count on a commensurate influx
of new members and thus also an enhanced sales turnover. In this
context, Nada Kobai Kumiai and Kobe Shohi Kumiai - both of whom
were appointed authorised dealers soon after the war - were able to
more than double their respective memberships and thus lay the
foundation stone for their business success up to this very day
(SUSHIK 1964: 47).
A decree was passed in February 1947 specifying 49 articles which
in future could only be obtained on the strength of ration cards. This
therefore, was a first step in placing the consumer co-operatives on
the same footing as other small retailers. A precondition for the right
to deal in the said articles was the ability to show a certain minimum
sales volume. A revision of the decree in September of that same
year, which was designed to place the smaller businesses at less of
a disadvantage, made the granting of distribution rights dependent
on the volume of advance orders which each dealer could produce for
the articles in question. Again in September 1947 similar restrictions were imposed upon the drapery trade, thus setting the stage for
bitter competition between small traders on one side and the
consumer co-operatives on the other. However, in this case the co1049
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operatives could count on the active support of their members and
thus were in a position of strength. As far as clothes rationing was
concerned, co-operatives such as Nada Kobai Kumiai and Kobi
Shohi Kumiai in the Osaka and Kobe regions were able to show by
far the greatest volumes of advance orders, whilst other major cooperatives in other regions were equally successful in this respect.
The fact that it was particularly the bigger co-operatives who were
successful here will be readily apparent from the figures showing
that only six per cent of all co-operatives were able to obtain the
necessary authorisation. Success or failure of a co-operative was
again dependent on the one hand upon its size and on the other upon
the extent to which it could motivate its members.

tive if he were to leave). The law also required that the co-operatives
be absolutely neutral politically, but allowed that they be made
exempt from corporation tax.

During this period a law on co-operatives was drawn up and
finally passed in 1948. In the old law dating back to the year 1900 the
main intention had been to provide help and protection to the small
farmers’ sector and also to medium and small businesses. In this
context the co-operatives were treated only as something of a
byproduct. Whilst the old law guaranteed their existence it did not
define their activities. The finance organ to which they had access
was the organisation available to the other federations specified in
the law too, in concrete terms, an agricultural bank. Whilst the new
law again guaranteed the co-ops’ existence, it did not guarantee
their activities. Furthermore, the new law prohibited the co-operatives from pursuing any kind of banking activity with the result that,
in contrast to their previous situation, they now had no particular
finance organ at their disposal. Furthermore, the activity spheres of
the co-operatives were restricted to a regional context (Singh 1970:
138). This section specified clearly who could be member of a cooperative (local limitation), the freedom to establish and wind up cooperatives, freedom to become a member and to resign membership,
equality of members (one vote per member, co-management rights
regardless of the number of shares owned), and the limitation of
dividends and to whom they might be paid. At the same time, the
selling of goods to non-members was permitted and the maximum
number of shares which could be held by any member restricted (in
order to prevent a situation in which a member with a major
shareholding could endanger the continued existence of a co-opera-
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Thus the co-operatives had to wait until the year 1953 and the
passing of a new law permitting a co-operative bank for the workers
before they had a special financial organ to fall back on. The
importance of co-operation with this bank is reflected in the fact that
on one hand in the last thirty years almost 15 per cent of the loans
granted by this bank were made to consumer co-operatives
(NS25SHIK 1977: 136), whilst on the other hand in 1985, for
example, roughly one quarter of the long term loans taken out by the
regional co-operatives were granted by this and other co-operative
banks (cf. Table 18 on page 46). This bank remained the leading cooperative financing institute until the beginning of the 1970’s, and
only from 1973 onwards were the old contacts with the agricultural
bank renewed.
In the years immediately after the war, not only the political
emphasis was on rebuilding the country and its industry, but also
the investment policy had the same target. It was extremely difficult
then for the co-operatives to obtain capital. When they approached
the finance institutes for loans the co-operatives found themselves
near the bottom of the list of those considered by the authorities to
be worthy of credit. Accordingly, much of the money invested in the
co-operative movement in those days came from private sources.
This was a time when a number of personalities emerged as sponsors. Personalities such as Kagawa Toyohiko, who were convinced of
the justness and the necessity of securing the daily needs of the
poorest members of society. Indeed, it was particularly at this time
that such personalities played a major role ensuring the survival of
many of the co-operatives.
Around 1948 the Americans began to regard the Japanese no
longer as former enemies but rather as future allies. As a consequence more attention was paid to the need for the Japanese economy to
recover. One of the most important measures taken in this connexion was the liberalisation of trade accompanied by a systematic
deflation policy. This development, but even more so the sudden loss
of the relative security which trading concessions had brought to
1051

Günther Vacek
many co-operatives marked the beginning of a period of decline for
the co-operative system. A number of co-operatives failed to survive
this period.
One “trick”, which worked quite successfully in some cases, took
the form of an arrangement between a regional co-operative and
retail shopkeepers allowing the shopowners to declare that his shop
premises were under the management of the co-operative although
effectively the business was still run by the shopkeeper himself. The
co-operative received a fee from the shopkeeper in return for his
being allowed to use the co-operative name, and the shopkeeper for
his part benefited from the lower taxation rate to which co-operative
businesses were subject. This type of co-operation was not restricted
to the grocery trade. Indeed, the co-operative name was sold to
doctors, hairdressers, funeral parlours, and many other enterprises
- but always to the mutual benefit of both parties.
Apart from the contradiction which came into being through the
relationship retailer - customer in contrast to that of co-operative co-operative member, the co-operatives managed somehow to overcome the economic difficulties at least for the time being, although
a diversification of the offer in too many different branches did lead
to new economic problems. However, this “trick” finally came
unstuck when the tax authorities began taxing such shops at the
same rate as normal retail shops and went on to have a new law
introduced in 1954 which prohibited such abuses of the co-operative
name.
As far as the national organisation was concerned the passing of
the new law on co-operatives made it necessary to create a parent
organisation based on the new law rather as opposed to an organisation based on the law for commercial enterprises operating in cooperation. Accordingly, in the March of 1951 the old federation of
1945 was dissolved and a new one, “Nihon Seikatsu Kyodo Kumiai
Rengokai” was established - again under the chairmanship of
Kagawa Toyohiko. In the year 1952 this organisation became a full
member of ICA.
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2.1.2. THE NINETEENFIFTIES AND SIXTIES
The second boom period for the consumer co-operatives after
World War II can be said to have started in 1953. Decisive influences
in this context were the change in the attitude of the Americans as
an occupying power on one hand, whilst on the other hand the
encouragement of industry coupled with deflation played a major
role. At the same time, the phenomenal influence which the Korean
War had on the Japanese economy cannot be overlooked. The
economy became stable and there were real growth rates in the
region of 6 to 8 per cent (Ando 1981: 164). Already during this same
period the consumer co-operatives were beginning to polarise depending on their particular sphere of activity and a rough pattern began
to take shape which has remained to the present day. Distinctions
could be drawn between regionally active co-operatives (chiiki
seikyo), co-operatives for company employees only (shokuiki
seikyo), school co-operatives, university co-operatives, satellite
town co-operatives, and the meanwhile almost extinct mining cooperatives. In addition to this activity sphere with the trading of
goods, the consumer co-operatives began from now onwards to
become more deeply involved in such activities as supplying medicines, welfare activities in general, and also home and hire purchase
financing.
Whilst the number of enterprises engaging in trade continued to
increase, and trading as a whole began to assume an ever more
important role, within this sector a differentiation into two distinct
groups became more pronounced. On the one side were the small
traders dealing in a wide range of products whilst on the other side
were the major trading houses closely linked with the economic
world at large. The reticent attitude adopted by the banks at the time
of the government’s deflation policy left the small to medium sized
traders in particular with difficulties in finding finance. This situation in turn gave birth to a kind of “anti-co-operative movement”
amongst the small retailers. Since the small traders’ appeals to the
wholesale suppliers not to deliver to the co-operatives fell on deaf
ears, and since such countermeasures as the setting up of dumping
markets against the co-operatives had little effect, the retailers
turned to the chamber of commerce and then to the politicians with
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the demand that something be done to restrict the scope open to the
co-operatives.

particularly these co-operatives were very deeply involved with the
trade union movement, and indeed by far the majority of the cooperative members were working class, and the co-operative officials themselves were trade unionists. Unfortunately the latter
were often lacking in both business qualifications and business
flexibility. Stagnating sales turnovers, rising overheads, and consequently above average capital investments led to serious difficulties.
Many of these co-operatives sought refuge by converting their shops
into supermarkets without having a a really well-founded basis for
doing so. Victims of this policy were mostly the smaller co-operatives
whilst the bigger ones often managed to save themselves by grabbing the bull by the horns and merging with a number of other cooperatives - as was the case with today’s Nada Kobe (this latter
merger took place in 1962).

The co-operatives’ reaction was to abandon their hitherto defensive position and to go over to the offensive in that they called into
life a movement to expand the co-operative system throughout the
whole of Japan. This campaign was to achieve extraordinary success
within only a short time. Its objectives were clearly stated: namely
to increase ownership interest and also the number of members.
Thus, within the space of only half a year this publicity campaign
combined with an increase in the business interest resulted in the
average share capital per member being increased from a hitherto
100 to 200 Yen to a new level of 1000 Yen - and in many cases
members increased their capital to over 5000 Yen.
Sales turnover in 1956 - the year of the said campaign - was up by
up to 30 per cent compared with the year previous, and the membership numbers were also substantially increased into the bargain
(NS25SHIK 1977: 200).
The reason for this remarkable success is a twofold one. First of
all, the favourable economic climate which allowed members not
only to acquire further shares but also to spend more money on
purchases. Secondly, however, the market–oriented assortment of
goods offered, a commensurate increase in the number of shops, and
the pioneering role of co-operatives with regard to the introduction
of self-service stores are factors which must be taken into account.
Furthermore, it should not be overlooked that the customers appreciated shopping in the modern and up to date co-op centres and that
this confirmed the co-operatives‘ role as trailblazers.
With the spread of self-service stores and the trend towards bigger
shops selling a wider variety of goods, not to forget the supermarket
boom at the beginning of the sixties, the co-operative movement
entered into a period of economic stagnation. Whilst they were quick
enough in recognizing that the supermarkets were pointing out the
trend of things to come, it was thought that they were nevertheless
not the only solution to all the problems (Nomura 1986: 34). Problems began to pile up for the co-operatives in the satellite towns in
particular. The reason for these problems is to be seen in the fact that
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In one co-operative report it was argued that by this time the cooperatives had reached a stage “when they had too much confidence
in the strength of the group. Complacency, self overestimation, and
business naivety ...” must inevitably lead to blunders (Nomura 1986:
36).
The stagnation which set in at the beginning of the sixties, and
which in many cases could be attributed to the above mentioned
involvement with the workers’ unions, was subsequently conquered
by means of a policy which defined housewives as the new and
particularly important target group for activities within the cooperatives. Whilst up until then a major part of the movement relied
on the support of company internal and satellite town co-operatives,
the emphasis in the future was to be placed on urban-regional cooperatives, in other words on the regional sector. One contributory
factor was that, as a result of the decreasing significance of coal to
the economy, the coal miners’ co-operatives - in an effort to ensure
their own survival - sought to expand their membership recruiting
basis and thus began recruiting members regionally. This in turn
had an influence on the structure of these co-operatives. The once
purely workers’ co-operatives became mixed co-operatives with a
strong middle class influence. Another factor was the growing trend
in the founding of regional co-operatives in urban areas with the
help of the university co-operatives who themselves had a more or
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less guaranteed membership. These latter co-operatives, had members who were financially well off, and also members who had a high
standard of education. However, by virtue of the fact that they were
tied to the universities their scope for further growth was naturally
limited. The favourable economic climate made it possible for the
university co-operatives to make the jump to regional status. Intellectual support for this move came from former university cooperative members who had meanwhile become members of the new
co-operatives. Former students in particular (in Japan the percentage of university graduates is much higher than the European
average) saw a new field of activity. This development of the regional
co-operatives was further favoured by the enormouseconomic
growth rates - which in the sixties were higher than 10 per cent per
annum in real terms.

co-operative types - the university co-operatives for example. formed
their own quasi–federations during the 1950’s, and this always
involved also the founding of an own purchasing organisation. Thus
with the passage of time a certain amount of competition began to
build up between these purchasing organisations. With the object of
channelling the energy which was being wasted on this unnecessary
competition along lines more to the common interest of all concerned, it was finally agreed in the year 1965 that the respective
federations and purchasing organisations should be absorbed by the
universal federation which from then on assumed the leading role
not only regarding ideological issues, but also as a supraregional
purchasing organisation (cf. Table 9).

Many former members and elective officials of the university cooperatives were aware of the problems of the super market boom namely that within too short a space of time too many super markets
were opened indiscriminately without any serious market studies
having been carried out beforehand. They took this knowledge with
them when they moved into the management committees of the
regional co-operatives and thus improved the quality of management there. By this means the foundation stone of the regional cooperatives in Japan was laid, and these co-operatives continue to
play a significant role up until now. It was during this period that
there was also a boom in the opening up of new shops almost
indiscriminately. Everywhere, even where there were not adequate
facilities to supply through the co-operatives, such shops were
established. Whilst retail traders in the private sector were showing
a growing tendency to increase floor sales space and open up chains
of super–markets in order to remain competitive, the co-operatives
for their part were expanding along the entire front and declared
their intention to increase the size of their shops. In addition to
opening up new shops just about everywhere in order to achieve area
coverage, the individual co-operatives were able to increase their
competitiveness by merging.
Apart from the universal federation which had assumed leadership of all types of co-operatives in ideological matters, some of the
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One of the ambitious projects which the federation had was that
of building up a chain of shops throughout the land at regional level.
In each case a central shop was to assume the role of regional
purchasing organisation. This idea was first put into practice in
1969 with the opening of “Tokyo Seikyo” as purchasing centre for the
Tokyo region. Although positive on its objective grounds, this policy
failed. A subsequent analysis revealed that the co-operative in
question was created by “the top” without knowing in advance
whether the “grass roots” reaction would be the one hoped for. In
fact, the other local organisations quite clearly did not show sufficient interest in the idea, and difficulties with the flow of information
within the “not naturally grown” institution resulted in a minus of
15 million Yen in the first year (Nomura 1986: 38).
Key factors for the development of the co-operatives in the 1960’s
are their involvement with the consumers’ movement and also with
environmental issues. Both these subjects will be discussed in
greater detail in subsequent chapters.
2.2.

SUCCESS COMPONENTS OF THE CONSUMER
CO-OPERATIVES

One factor of the success - but at the same time of the growing selfawareness and self-image as trailblazer in the co-operative movement is to be seen in the development of CO-OP brand goods, in other
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words, those products which are marketed under the CO-OP brand
name. Initially the object of selling products under an own brand
name was primarily that of being able to undercut competitors’
prices: the first CO-OP product e.g. was a glutaminate seasoning
condiment introduced in 1955. From the sixties onwards, however,
the accent was not only on the low price, but also and particularly
upon quality and product reliability. So successful was this campaign to build up an image of cheap yet qualitatively highly rated
goods that even today members participating in opinion polls say
that the most important reason for joining a consumer co-operative
is the quality of the products. Initially the expansion of CO-OP goods
was relatively slow. It was only at the beginning of the sixties when
the economic boom came that more CO-OP-internal interest was
devoted to such products. Whilst in the early days these were simply
products which were obtained from other producers who had surplus
production and only minor superficial alterations were made to the
external appearance, ultimately, i.e. with increasing CO-OP
offtake, they were products manufactured exclusively for the cooperatives. Just how positively this image promotion influenced the
sales progress of CO-OP products on one hand and the overall
development on the other, can be seen from the fact that the annual
growth rates for products which the federation purchased throughout the country advanced from one of 22 per cent for the period 1966
- 1968 to as high as one of 45 per cent only three years later KKJHIK
1986: 394). More than half the products procured in this manner by
the federation were passed on as CO-OP products to the individual
co-operatives. Thus, aided by the favourable economic climate the
third growth period of the co-operatives began at the outset of the
sixties.

An opinion poll taken amongst members in connexion with the then
very topical subject of detergents and environmental pollution was
the motive for the development of a washing powder in which the
environmentally hazardous components were reduced to a minimum. As a follow–up to a consumers’ campaign calling for unadulterated milk, as from 1968 onwards CO-OP milk was not only cheap
but also pure. This was yet another success for the co-operatives and
resulted in their milk sales claiming a 4 per cent share of the total
retail trade turnover whereas prior to that the CO-OP share was one
of less than 1 per cent (NS25SHIK 1977: 463). Other activities such
as the exposure of a double structure in the prices of television sets
which were selling on the inland market for a much higher price than
abroad, consumer tasting tests for soya sauce etc., served to
strengthen the image of the co-operatives as a body acting in the
interests of the consumer. Indeed, the television sets were subsequently offered for sale on the domestic market at a price 50 per cent
cheaper than before the co-operatives had taken a hand in the
matter and even non-co-operative dealers cut their prices by more
than a third. Yet another co-operative crusade which helped greatly
with image promotion and the awakening of market awareness was
one in connexion with the Japanese national drink, namely rice wine
(sake). In this instance the co-operatives exerted pressure not only
for lower prices, but also against the use of preserving agents. As a
result direct contracts were signed with the producers in an effort to
reduce delivery times to the consumers. However in this context
there were one or two black sheep amongst the producers who went
on to supply the co-operative members direct and thus cut out the cooperatives as a system. Finally false declarations as to the quality of
the wines delivered led to a scandal with Yokohoma Seikyo with the
result that the federation decided to go ahead with its own rice
production as from the year 1970.

In connexion with the development of CO-OP products another
feature of the co-operative approach made itself apparent, namely
the practice of consulting members in the decision-taking process on
goods and their uses. This practice immediately led to a direct link
up with the consumers’ protection movement which in turn proved
to be an important pillar in the support of the co-operative development. The idea of working together with the members on the subject
of new products first got underway on a major scale in the year 1966

1058

The various successes achieved in individual cases resulted in a
rapid continued development of CO-OP goods - particularly in the
1970’s and beyond (cf. Table 9). However, it must be admitted that
as the volumes increased less care was taken with the development
than before with the result that a whole series of products failed to
come up to expectations.
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The way in which publicity was made for new products is worth
mentioning. Once again the group activity, the feeling of belonging
to a community, played an important role. The committees announced promotion weeks for certain products at regular intervals. These
were products which had been developed in co-operation with
various sub-organisations and groups within the co-operatives, then
tested and awarded a quality seal. These products would then be
offered for sale in the shops. Attention would be drawn to the CO-OP
brand and customers would be advised not to use older products. The
co-operation of the members involved them emotionally with the
product and made them feel that they were also partly responsible
for the quality and the product’s success. Another important prop
and recipe for success of the consumer co-operatives in the 1960’s,
and which had a long-term beneficial effect right through to the
present time, was the introduction of the already mentioned “kyodo
konyu” in other words, of the collective buying of certain goods by the
co-operatives.

also assured. Initially practised with great success in connexion
with milk, the system was then extended to other agricultural
products. It finally became a key factor in the development of the
consumer co-operatives - partly no doubt due to the “han” organisation. The economic advantages of this type of communal buying must
be obvious. Apart from transport vehicles no major capital investments are required, storage costs are not incurred and administrative costs are kept to a minimum. Compared with regular sales over
the shop counter this system must be considered much more efficient
- with the result that goods purchased by this method can be sold to
members at a lower cost. The organisation into consumer groups
further ensures problem-free functioning of distribution, ordering,
and payment for the goods. Also, of course, there is no long-term
tying up of capital.

Up until the about the beginning of the sixties the most important
trading activity was sales via the shops or supermarkets. Collective
purchasing was practised only in very exceptional cases. This latter
form of trading entails the least risk for the co-operative since the
goods are only bought in on the strength of orders from the cooperative members and thus the problem of their storage does not
arise. A more intensive interest for collective buying was sparked off
by the already mentioned problem with milk production at the end
of the 1950’s. Up until then the responsible dairies supplied milk
products at elevated prices and of inferior quality adulterated with
chemicals. Individual co-operatives reacted successfully by signing
direct supply contracts with the farmers and agricultural co-operatives and thus short-circuiting the middlemen. It is on the basis of
the successful tactics that the organisation into consumer groups
within the co-operatives arose and that the development of CO-OP
products was encouraged.
The system in the case of collective buying is that the goods are not
ordered from the producer until there is already a definitive order
from the consumers. An order is then placed directly with the
producer and thus a certain guarantee for freshness and purity is
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Another positive factor is that, within certain limits, the business
volume can be expanded without the involvement of any great
amount of capital or high administration costs. In other words, this
supply system offers much greater flexibility than exists in the case
of over the counter sales in the shops.
Yet another particularly important aspect is to be seen in the
human, social factor. To be precise, on one hand there is the training
effect of employees in the consumer co-operatives - giving them the
necessary motivation for this exemplary function. On the other hand
there is the role which the employees entrusted with the collective
buying play as the link between co-operative members and the cooperative. Particularly those employees who are engaged in collective buying have a highly responsible job and position of trust.
In addition to this, within the district in which they work they
have the key job of promoting good relations with co-operative
members and between co-operative members - Also, of course, there
are the various group activities within the co-operative to look after.
These employees are in effect those who pass on the wishes made
known to them by the members, and who introduce new ideas into
the discussion, including ideas which have come from members
themselves, and who can help members reach decisions, etc. In this
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context it is not only the co-operation between members which is
promoted, but also a certain democratic awareness.

this means an efficient distribution system can be organised with
involvement of the members and at relatively low cost.

Table 9:

The han system - which was officially adopted by JCCU in 1964
as a means for structuring the co-operatives - can be compared with
collective buying inasmuch that both these systems developed to
reach a peak in the 1970’s.

DEVELOPMENT OF CO-OP OWN PRODUCTS
Year

Groceries

Household
goods

1955
1971
1972
1973
1974
1975
1977
1978
1979
1980
1981
1982
1983
1984
1985

1
119
(?)
136
(?)
141
(?)
153
(?)
178
(?)
...
...
...
...
...
...
...
...
...
...
...
...
...
...
740 (3080)
...
......

..
...
67 (?)
77 (?)
63 (?)
69 (?)
85 (?)
...
...
...
...
...
...
...
...
...
...
...
...
...
...
571 (674)
... .....

others
.. ...
28 (?)
49 (?)
97 (?)
85 (?)
74 (?)
... ...
... ...
... ...
... ...
... ...
... ...
... ...
1136 (65)
.... ....

Total
1
596
619
613
870
1146
1786
2277
2816
3271
3850
4161
4515
6266
6902

(according to Nomura 1986 : 191:
Takeuchi 1985: 17; NS25SHIK 1977: 669-670)
Note: the figures in brackets indicate products from regional organisations, the other figures those of JCCU.
Another aspect very closely related with the above is the formation of “han” i.e. member groups within the co-operative. This latter
development was initiated in the year 1964 by the Tsukuora cooperative in the Yamagata prefecture where the word “han” was
used for the first time in the context of the organised structuring of
co-operative members into sub-groups - which at that time comprised about ten households each. Within these groups elections are
held at intervals to appoint a person who will assume responsibility
for distributing order forms amongst the group, accepting completed
order forms, passing these on to the co-operative, accepting the
ordered goods when delivered, passing these on to the person who
placed the order, and finally arranging for payment of the goods. By
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Quite apart from the costs aspect, by organising members into
“han” it was possible to exploit two important Japanese social
characteristics and put these to work for the benefit of the cooperatives. For a start, the co-operatives essentially offer every
member the opportunity to exercise democratic rights within the cooperative. The first stage is within the small groups, progressing
through regional meetings right up to the highest co-operative
committees. Up to 30 - 50 “han” per region are brought together to
form a regional committee. There is a healthy competition between
the regional committees just as there is at a lower level between the
individual groups. The responsible persons see it as their personal
aim to motivate their group members to purchase goods and to
participate in further activities in order that their particular group
should stand out against the rest. Indeed, particularly the spirit of
competition between individual groups has contributed towards the
success of the system.
The responsible persons identify themselves with their respective
groups, and the groups identify themselves with their responsible
persons. Thus a community of interests is formed with strong
personal contacts - which are even further strengthened by the
Japanese national preference for forming groups and participating
in group activities.
Within these groups problems are discussed, questions concerning the further advancement of the co-operative, and study groups
are set up to look into the various questions - e.g. concerning the
development of new CO-OP products, consumers’ tests are carried
out, questions posed by the households and the consumers’ protection association body, etc., are considered.
These activities, which in themselves promote a greater sense of
self value amongst those persons who are active within the co1063
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operative, are augmented by further series of activities which also
encourage the group spirit, the feeling of togetherness, but also
strengthen the democratic awareness. This trend became even more
pronounced around the mid–sixties. It was then that the co-operatives began to take a more active interest in cultural activities - visits
to the theatre, creative pastimes, educational courses. Also they
became then more deeply involved with social welfare, particularly
the care of the sick and the elderly. In this way the feeling of group
solidarity and security was also enhanced.

scene to a much greater extent together constitute a decisive factor
for the success of the “han”system.

Also about this time the co-operatives became more deeply involved with the peace movement - this first became most apparent
in the seventies - and, of course, they also showed a keen interest in
environmental protection issues as demonstrated by the sale of
environmentally acceptable washing powders and quality control of
groceries.
Not to be overlooked in the context of “han” is the role played by
women in Japanese society and the way in which their social status
has been “upgraded” within the co-operatives as already discussed.
Within Japanese society the women are, generally speaking, accorded a somewhat subordinate role - at least as far as their social
status is concerned. Their activities are restricted to managing the
household and bringing up the children, i.e. a way of life which leaves
little scope for points of contact with the social position of her
husband at his place of work. Here it would appear that the
possibilities offered within the co-operatives with all their manysided activities constitute an important factor for the development
of the personal self-awareness in the women members. Also this
promotes development of the co-operatives as a whole. Since the
activities and their organisation within the “han” are very largely
managed by the housewives, they have at least the possibility within
the scope of the “han” to “show just what they can do” depending on
how much effort they are willing to invest, and thus to a certain
extent they can develop their own personalities. Since by far the
greater part of all Japanese married women are still only “housewives” bound with household duties, this idea of developing one’s
personality, but particularly the opportunity to extend one’s circle of
acquaintances, to make new friends, to take part in the cultural
1064

2.3.

PROBLEM AREAS

Even though the 1960’s can be seen as a period in which many
different factors favoured the laying of the foundation stone for the
successes of the seventies and eighties, a number of problems were
already becoming apparent. These problems have already been
discussed, but are summarised again here.
There can be little doubt that the most important step taken by
the co-operatives, and one which contributed decisively to their
corporate image, was the decision by the leaders to introduce
supermarkets. Yet despite the successes achieved, particularly in
the establishing of regional co-operatives which even today still
represent the most important category, somewhere in the initial
euphoria concerning supermarkets were the seeds of organisational
deficiencies. In many cases these yielded catastrophic results over
the long term.
One of the most serious mistakes made at this time when the
advantages of the collective buying system were still quite unappreciated was that the planning of new supermarkets was inadequate.
No market analysis of any depth was carried out to determine
whether the proposed site would guarantee adequate demand, and
in some cases overproportionally high investments were made in
such projects which inevitably came to an abrupt end. In those early
years, when supermarkets by virtue of their novelty were found
attractive by the shopping public, the co-operatives began to open
supermarkets almost indiscriminately. In total this strategy was
certainly effective up to a certain extent, but in many cases it proved
to have completely misjudged the real market requirements.
These shortcomings were very cruelly exposed in those cases
where an unfortunately sited shop was staffed with inadequately
trained personnel. The once strong link with the workers’ movement, political connexions, and the employment of people from such
backgrounds in key positions, in other words, people who did not
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always have the necessary schooling, often led to the closing down
of such shops and even to the collapse of some consumers’ cooperatives.

possibilities ranging from over the counter to collective buying and
even “han”, the setting up of groups, the motivation of members to
take part in a wide range of activities within the groups, the
development of cheap, high-quality CO-OP products, and not to be
underestimated, the ability to market unadulterated goods direct
from the producer, are all factors which contributed towards securing the position of the co-operatives in a competitive market particularly against the giant super markets owned by powerful
private enterprise.

As compensating strategies - adopted intentionally or otherwise
- the co-operative system began to concentrate more and more on
those shops belonging to co-operatives operating essentially in
urban areas, and which, thanks to the availability of former members of the university co-operatives, were able to keep up good
results; parallel to this, within the co-operatives themselves the
encouragement given to the growing “han” system certainly proved
to be a key factor in the revitalising of the co-operatives ready for a
new boom period.
3.

THE CONSUMER CO-OPERATIVES SINCE 1970

3.1.

THE ECONOMIC ENVIRONMENT

The end of the 1960’s and the beginning of the seventies can be
seen as a period characterised by the consequences of the rapid
economic growth of the sixties. Environmental problems in particular were now in the forefront. The Japanese public was in uproar
about air pollution and the contamination of drinking water. Demands for compensation against the responsible companies, and
court judgements requiring the culprits to pay damages had become
everyday occurrences.
The first oil crisis in 1973 exposed the weaknesses of the supply
system as a whole. Hamstering led to shortages of toilet paper and
washing materials. These events brought the consumers’ protection
movement into the foreground. This in turn gave the co-operative
movement - which considered itself to be a key factor in the consumers’ movement - a new fillip. Good quality of products and the safety
of any incorporated additives had become more important than ever.
The successes enjoyed by the co-operatives in the seventies are
certainly partly due to the emphasis given to the “typical consumer
co-operative” aspect. The high quality products which they had been
marketing at low prices since the 1960’s, the various purchasing
1066

The steady growth was favoured in recent years by the stable
economic situation, and by the influx of new inhabitants into the
towns which continued into the seventies and which meant also an
influx of new purchasing power. Particularly after the oil crisis the
setting of cartels and the arranging of prices between competitors
became even more fashionable in Japan, and this in turn brought
new members into the co-operatives - at least indirectly.
The slowing down of the economy after the oil crisis led to
companies laying off staff, and in recent years family budgets in
some cases have less and less to spare for everyday requirements.
According to a study carried out by JCCU, the fixed outgoings of the
average Japanese household increased from 42.3 per cent of the
income in 1978 to 48.3 per cent in 1985 (JCCU 1986: 6). Thus the
average Japanese family has less available cash than before.
3.2.

SUCCESSFUL STRATEGIES AND CURRENT
SITUATION OF THE CO-OPERATIVES

When the development of the consumer co-operatives after the
Second World War is reviewed as a whole, it can be said that there
was a more or less stable growth in both sales turnover and membership up until about the early seventies.
Round about the time of the first oil crisis the development
speeded up with nominal growth rates in the region of 20 per cent i.e.
10 per cent real per annum. This situation has more or less continued
up to the present but at a somewhat slower pace.
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A study of the figures in Table 10 will reveal in particular the
growing significance of those co-operatives which are also members
of the Nisseikyo federation. Whilst the turnover of these members in
the year 1965 was still only a little more than a quarter that of the
total turnover of all the co-operatives together, this share grew to 50
per cent 1970 and is presently almost 95 per cent. Accordingly, but
also indeed because of the non-availability of adequate statistics for
all the Japanese consumer co-operatives, all figures subsequently
shown are relative to members of the federation only; non-members
have not been considered. Also readily apparent from this table is a
distinctive structural feature of the Japanese consumer co-operatives, namely the fact that relatively few co-operatives account for the
lion’s share of the sales turnover. For example, in 1984 649 consumer
co-operatives belonging to the federation (this is equivalent to 52 per
cent of the total number of consumer co-operatives in Japan) accounted for 93.3 per cent of the total turnover of the Japanese
consumer co-operatives. This feature becomes all the more striking
when one considers the membership strengths. The said 93.3 per
cent of the total turnover was realised with a total of little more than
nine million members -in other words approximately a third of the
total membership.
From these figures it will be apparent that whilst there are many
small co-operatives with relatively big memberships, the bulk of the
sales turnover is nevertheless concentrated on a few big co-operatives which have apparently succeeded in motivating their members
to buy accordingly.
Table 10:
DEVELOPMENT OF THE CONSUMER CO-OPERATIVES
AFTER WORLD WAR II
(table next page)

The Consumer Cooperatives in Japan
Year

1947
1950
1951
1952
1953
1954
1955
1956
1957
1958
1959
1960
1961
1962
1963
1964
1965
1966
1967
1968
1969
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985

Number

Members in 1000

A

B

A

2703
1106
606
775
672
803
...
899
990
987
1030
993
1033
1114
1136
1148
1170
1186
1174
1172
1213
1203
1202
1201
1221
1237
1276
1286
1294
1286
1276
1272
1256
1244
1232
1252
....

..
..
69
79
86
95
95
116
125
139
144
147
159
167
195
173
362
385
400
428
472
491
539
556
599
626
654
652
661
651
657
658
659
653
656
649
657

2730
2210
2130
3200
2770
3110
....
2630
2897
2851
3972
3924
4635
5185
6134
6749
7458
8174
9313
10085
11722
12661
13646
14258
15151
16781
17957
19196
20454
21956
21438
23170
23927
25136
26722
28367
.....

B
....
....
....
....
....
....
....
....
....
....
....
....
....
....
....
....
....
....
....
....
....
....
....
....
....
....
5140
5440
5860
6080
6380
6720
7230
7850
8440
9210
10180

Sales Turnover in
million Yen
A

B

1161
....
7749
12585
14677
18094
.....
22873
27311
30095
27629
42004
53741
63115
72141
83076
100309
111226
128177
149395
173196
217145
260508
306962
402058
520348
675346
798935
887504
995167
1089867
1234782
1385788
1459244
1645329
1813725
.......

.....
.....
.....
.....
.....
.....
.....
.....
.....
.....
.....
.....
.....
.....
.....
.....
27382
34502
38762
49178
68231
107442
147533
169175
238719
321978
569500
680200
777900
831900
941100
1108100
1239600
1359000
1516100
1691300
1873100

(according to NS25SHIK 1977: 659,660; Takeuchi 1985: 223)
Note: Turnover figures up to the year 1974 comprise exclusively
those for trade with goods. From 1975 onwards they include earnings from services also.
A ... consumer co-operatives in Japan as a whole
B ... JCCU members
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Table 11:
SIZE DISTRIBUTION OF THE CONSUMER CO-OPERATIVES
Year

1972
1974
1977
1980
1981
1983
1984
1985

Share of total turnover
as a percentage

Share of total membership
as a percentage

A

B

C

A

B

C

25.5
21.4
17.2
15.9
15.8
15.0
14.2
13.6

36.6
31.4
29.2
29.9
29.9
28.6
27.5
26.3

64.4
57.2
56.3
56.4
56.5
57.7
57.9
57.4

9.4
8.6
7.6
12.9
7.7
7.7
7.6
7.6

19.1
17.2
14.9
22.1
17.3
17.9
17.9
18.2

37.1
46.5
42.3
46.9
41.6
45.5
46.7
43.0

(according to SKT for individual years)
Note: A ... the biggest consumer co-operative, Nada Kobe
B ... the three biggest consumer co-operatives
C ... the thirty biggest consumer co-operatives
This is confirmed even more clearly when only those co-operatives
which are members of the federation are considered for statistical
purposes - as in the above table. It will be immediately apparent
from this table that a single regional consumer co-operative, namely
Nada Kobe, has achieved an overwhelming status, not only within
Japan, but even world-wide. Indeed, this co-operative is the biggest
in the world in both turnover and membership terms and is followed
by Konsum Stockholm, then co-op Dortmund. As already mentioned
above, this co-operative was founded before the war and was able to
play a leading role in the immediate postwar period in particular. In
Japan the relative share of turnover as well as the relative share of
membership is on the wane, in total, however, it is plain to see that
almost 60 per cent of the Japanese co-operatives’ turnover is still
being achieved by only 30 individual consumer co-operatives - who
together account for a little more than 40 per cent of the total
membership. Here again the characteristic becomes apparent that
it is the bigger consumer co-operatives which manage to motivate
their members best.
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Particularly in the case of Nade Kobe one can see very clearly just
how effectively the system of communal buying and “han” can
contribute. Whilst the two European co-operatives - when compared
with Nada Kobe - operate more than twice as many shops for only
half as many members, the Japanese co-operative manages with
only about one third of the sales floor space. This relationship is also
reflected in the number of employees in the co-operative; Nada Kobe
manages with some 20 per cent less staff than either of the European
co-operatives (Dabrunz 1984: 40)
As a result of inflation the sales turnovers of all consumer cooperatives show a tendency towards increasing turnovers. However,
from Table 12 below a clear trend towards an absolute as well as a
relative concentration on the bigger co-operatives can be ascertained. Whilst in 1969 only Nada Kobe was able to show a sales
turnover in excess of 5 billion Yen, by 1985 54 of the 581, i.e. almost
10 per cent of the co-operatives included in the study had passed this
mark. Whereas in 1969 only 7 per cent of all the co-operatives had
a turnover exceeding 5 billion Yen, by 1985 it was 42 per cent.
If we consider the marketing systems of the co-operatives it will
be noted that at present there are essentially three different distribution routes open to co-operative members. The first is the traditional form of over the counter sales which today still counts for the
greater part of all sales. However, the system of communal buying
is becoming increasingly popular. This entails a deliberate turning
away from the shops as the main point of sale, alternatively a
combination of shop counter sales with the system of communal
buying. The third variant embraces all other methods of passing on
goods to the members e.g. mail order through a catalogue or buying
at exhibitions and the like. This latter variant is the least significant
at present.
As can be seen from the Table 13, two trends completely different
from each other can be discerned in this development of marketing
systems. Even though over the counter sales still account for more
than 56 per cent of the total turnover, and thus still constitute the
major source of income, the growing importance of communal buying
is very readily apparent. As already mentioned, communal buying
as a system was first introduced in the sixties but did not attain any
1071

Günther Vacek

The Consumer Cooperatives in Japan

Table 12:
SIZE DISTRIBUTION OF THE CO-OPERATIVES BY
TURNOVER IN MILLION YEN
Year
1969
1970
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1981
1982
1984
1985

<100
88
114
106
105
109
116
116
101
85
65
67
58
58
61
55
53

(33)
(35)
(31)
(25)
(24)
(23)
(22)
(19)
(16)
(12)
(12)
(10)
(9)
(10)
(9)
(9)

100-500
124
146
156
192
198
222
193
211
213
209
195
196
186
186
181
170

500-1000

(47)
(45)
(45)
(45)
(43)
(43)
(37)
(39)
(39)
(39)
(35)
(35)
(32)
(31)
(31)
(29)

33
37
41
64
74
85
100
105
107
107
117
117
141
124
117
111

(13)
(12)
(12)
(15)
(16)
(17)
(19)
(19)
(20)
(20)
(21)
(21)
(24)
(21)
(20)
(19)

1000-5000
18
22
37
50
70
77
93
105
113
132
144
153
162
179
181
193

(7)
(7)
(11)
(12)
(15)
(15)
(18)
(19)
(21)
(25)
(26)
(27)
(28)
(30)
(31)
(33)

>5000
1
3
4
7
11
16
20
25
25
26
31
35
38
43
51
54

Total

(0)
(1)
(1)
(2)
(2)
(3)
(4)
(5)
(5)
(5)
(6)
(6)
(7)
(7)
(9)
(9)

264
322
344
428
462
516
522
547
543
539
554
559
585
593
585
581

(according to SKT for individual years)
Note: The figures in brackets indicate the percentage share.
Table 13:
MARKETING SYSTEMS OF THE CONSUMER
CO-OPERATIVES (in per cent, not including services)

Year

Shop counter

Communal buying

Others

1974
1977
1980
1981
1982
1983
1984
1985

71.6
74.7
70.1
68.3
65.9
63.1
60.0
56.7

6.0
16.5
19.9
20.3
22.4
27.3
33.3
36.8

22.4
8.8
10.0
11.4
11.7
9.6
6.7
6.5

(according to SKT for individual years)
Note: the above figures do not include earnings from services.
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real significance until the seventies finally emerging as a marketing
method of major importance to the existence of the co-operatives in
the eighties. Whilst over the counter sales must face increasing
competition from the private sector in particular, communal buying
- which can increasing rely on the “han” for support - is going from
strength to strength in an extraordinary manner. At present communal purchasing accounts for more than a third of the total sales
turnover. This is a further example of how the co-operatives could for a time at least - again steal a march on competitors by offering
a service, which against the background of the environmental
awareness and product reliability, has succeeded in capturing the
interest of the public. At the same time, however, the presence of
consumer co-operative shops is not only an attraction for the members but also offers extremely good value compared with other retail
traders - as will be apparent from Table 14 below. The direct
comparison between the co-operative shops and the private retailers
as a whole is slightly misleading here, particularly since these
statistics include big department stores as well as small family-run
retail businesses, and furthermore they are not restricted to grocery
sales i.e. the main line in the co-operative shops. Nevertheless, as in
the case of the supermarkets which can be directly compared, it will
be seen that in the case of the co-operatives the turnover per shop is
roughly four times higher than the national average.
Table 14:
SALES PER SHOP IN JAPAN 1984

No. of shops
A
B
C

1986
1721465
89014

Turnover (million
Yen)
942336
93971191
10517013

Turnover per shop
474.5
64.7
118.2

(according to SKT 1986: Nomura 1986: 141)
Note: A ... shops belonging to the consumer co-operatives
B ... retail trade Japan as a whole
C ... supermarkets as a whole
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This can be traced back to two factors. On one hand it would seem
that the co-operatives manage to motivate their members to spend
high sums on groceries fairly often. Also the attractiveness of the
goods seems to appeal also to non-members. Product reliability may
play a major role in this context. As a result spending in the cooperative shops is well above average, and this particularly in the
groceries sector. On the other hand, a series of co-operatives also
serve as acceptance, handover, and distribution points for the
communal buying system - which means that the latter may also
have an indirect positive influence on the over the counter sales also.

If a study is made of the size structures of the premises some
highly important tendencies will become apparent. Whilst the
number of shops has steadily increased over the past 15 years, the
number of small and very small shops has stagnated and relatively
speaking they have lost some of their significance. This means that
when opening new shop premises the emphasis is on the lower
medium size, alternatively on the very big size, whereas the very
small shops with up to 100 square metres and the medium sized of
up to 200-500 square metres stagnated (cf. Table 15 above). The
absolute growth rates for the shops themselves indicate that on one
hand, naturally enough, the emphasis is on the conventional type of
marketing but they should also be interpreted as being indicative of
the importance of communal buying - accounting for more than one
third of the turnover. Many co-operatives have switched to what
might be called a combined marketing system of over the counter
sales shop and communal buying with the shops often serving as
distribution centres. A departure from the over the counter sales,
particularly in view of keen competition on one side and the purchasing scope soon to be offered by electronic media would be unwise.
Thus, despite the increasing popularity of communal buying, the
importance of the conventional type supermarket is very clearly
emphasised.

It is interesting to note from this statistic that apparently only the
big department stores in Japan can achieve an appreciably higher
average annual turnover (approx. four times higher) than the cooperatives. Otherwise only the big supermarkets in Japan with
more than 100 staff per sales unit can equal the co-operative
performance.
Table 15:
SIZE DISTRIBUTION OF SHOPS IN SQUARE METRES

Year
1974
1977
1980
1981
1982
1983

-100
516(39)
524(37)
495(32)
507(32)
553(31)
583(30)
-100

1984
1985

549(29)
543(27)

100-330

330-660

660-825 825-1320

411(31)
403(28)
512(33)
493(31)
566(32)
638(33)

246(19)
258(18)
288(18)
288(18)
350(19)
365(19)

100-200

200-500 500-1500 1500-3000

355(19)
400(20)

517(27)
518(26)

54(4)
67(5)
61(4)
70(4)
75(4)
74(4)

389(20)
412(21)

57(4)
78(5)
94(6)
107(7)
125(7)
132(7)

76(4)
86(4)

>1320

Total

40(3)
92(6)
120(8)
117(7)
127(7)
133(7)

1324
1422
1569
1582
1796
1925

>3000

Total

32(2)
27(1)

1918
1986

(according to SKT for individual years)
Note: the figures up to 1984 also include medicinal co-operatives; the
figures in brackets indicate percentages)
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The tendency towards medium–sized to very big shops is certainly
motivated by the desire to be able to offer the most comprehensive
range of goods as counter-pole to the privately-owned supermarkets
and the big department stores. Incidentally, the latter are now also
gaining in attractiveness, particularly as a result of their comprehensive range of goods. Seen as a whole, and particularly against the
background of more or less the same purchasing potential and
increasing competition, this must inevitably lead to a reduction in
profitability per sales unit i.e. per unit of sales floor space. This
tendency can be deduced from Table 16 above showing turnover
figures per square metre of sales floor space. Whilst in the cases of
the medium and bigger–sized shops the earnings per unit of sales
floor are stagnating or falling off slightly, the small shops are
nevertheless able to point to steady growth, often of some significance at that. This tendency also may well be further strengthened by
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communal buying system - particularly so in the case of a small local
unit serving as point of contact for a number of”han”.

remained the same, the trend now shows a marked upswing
amongst the small co-operatives in particular to be in trouble. The
explanation for this is to be seen both in the fact that individual cooperatives showing improved turnover figures year after year are
promoted to higher turnover groups, and also in the fact that
particularly those co-operatives which always have modest turnovers have to contend with more problems than the average.

Table 16:
TURNOVER PER SQUARE METRE IN 1000 YEN PER
ANNUM PER SHOP SIZE (ACCORDING TO SKT FOR
INDIVIDUAL YEARS)

Table 17:
Year

-100

100-330

330-660

>1320

Total

1977
1980
1981
1982
1983

887
1098
1112
1179
1298
-100

858
953
1065
1051
1076
100-200

945
727
869
716
1040
964
996
745
1062
1065
1036
902
1018
985
938
796
1091
982
982
818
200-500 500-1500 1500-3000 >3000

815
895
996
960
967
Total

1370
1532

1434
1525

1984
1985

1076
1142

660-825 825-1320

1041
1037

918
893

741
859

1012
1053

Note: the figures up till 1984 include those for medicinal co-operatives.
Bigger and thus financially more powerful co-operatives would, of
course, be more effective in countering enhanced competition. An
indicator of this trend is to be found in a statistic concerning trading
results. As already illustrated in Table 10 the Japanese consumer
co-operatives are generally noted for increasing sales turnovers,
growing memberships, and rising profits, but it is also becoming
increasingly more apparent that it is the big consumer co-operatives
who are responsible for this success (cf. also Table 11) whilst the
smaller co-operatives are finding themselves in increasing difficulty. This trend is further borne out by the figures in Table 17.
Around the mid 1970’s both the absolute and the relative number
of those co-operatives which returned negative figures for any given
business year remained about the same: Around 100 co-operatives
out of some 600 included in the survey, in other words, a contingent
of some 17 per cent were showing a loss. Whilst the absolute number
of co-operatives showing a loss within each of the size categories and particularly in the case of the small co-operatives - has largely
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PERCENTAGE OF CO-OPERATIVES WITH NEGATIVE
TRADING RESULTS BY TURNOVER IN MILLION YEN
Year
1966
1967
1969
1970
1972
1974
1977
1980
1981
1982
1983
1984
1985

<100
....
....
13.6
17.4
19.8
25.7
27.7
22.4
20.3
12.4
27.9
23.6
28.3

(..)
(..)
(12)
(12)
(21)
(28)
(28)
(15)
(12)
(13)
(17)
(13)
(15)

100-500
....
....
13.7
14.4
14.7
14.1
19.4
18.5
21.0
21.0
25.3
21.5
24.7

(..)
(..)
(17)
(21)
(23)
(28)
(41)
(36)
(41)
(39)
(47)
(39)
(42)

500-1000

1000-5000

....
....
33.3
21.6
14.6
14.9
18.1
12.8
16.4
14.2
16.1
12.8
15.3

....
....
5.5
13.6
5.4
15.7
17.1
13.9
15.8
17.9
10.6
10.5
13.0

(..)
(..)
(11)
(8)
(6)
(11)
(19)
(15)
(19)
(20)
(20)
(15)
(17)

(..)
(..)
(1)
(3)
(2)
(11)
(18)
(20)
(24)
(29)
(19)
(19)
(25)

>5000
.
.
0.0
0.0
0.0
0.0
4.0
3.2
0.0
2.6
2.3
0.0
1.9

(.)
(.)
(0)
(0)
(0)
(0)
(1)
(1)
(0)
(1)
(1)
(0)
(1)

Average
13.8
11.7
15.5
17.7
15.1
16.9
19.6
15.7
17.3
17.4
17.5
14.7
17.2

(37)
(41)
(41)
(57)
(52)
(78)
(107)
(87)
(96)
(102)
(104)
(86)
(100)

(according to SKT for individual years)
Note: The percentage figures indicate the values for the size groups
concerned, the figures in brackets the total number of co-operatives
showing negative results
It will be readily apparent from the table that those co-operatives
showing annual turnover figures of less than 100 million Yen had
the highest contingency of co-operatives in the red round about 1985.
They are followed by the group of co-operatives with an annual sales
turnover of less than 500 million Yen. In the case of those cooperatives with annual sales figures in excess of 500 million Yen the
contingency is much lower than 15 per cent and falls to its minimum
level of barely 2 per cent in the case of the very biggest co-operatives.
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This incongruity to the disadvantage of the smaller co-operatives
becomes even more exaggerated when the structural breakdown of
all co-operatives is studied. From a total of 581 co-operatives included in the study, in 1985 some 193 - or 33 per cent - were in the
turnover region of 1 - 5 million Yen, 170 (29 per cent) in the range of
100 to 500 million Yen. The third strongest group was that in the 500
million to one billion range (111 co-operatives, 19 per cent) followed
by the very big co-operatives with more than 5 billion Yen (54 cooperatives, 9 per cent). The smallest group comprised the smallest
co-operatives with less than 100 million Yen turnover.

by the university co-operatives, then the company internal cooperatives, the regional co-operatives, and finally those co-operatives specialised in the distribution of medicines. In this context it
should be mentioned that the regional co-operatives - which together
account for more than 80 per cent of the total co-operative turnover
- are the most important co-operatives by far in the organisation.

In principle attempts are made with the help of the federation to
merge these smaller co-operatives into bigger and thus economically
more secure units. However, this can only succeed on a limited scale,
particularly since the relatively strong regional restrictions mean
that the legal prerequisites for such mergers are not always met.
From this structural composition it can be concluded that in
Japan a co-operative can only be said to have a really sound economic
basis from which it can hope to survive in an increasingly competitive market when it has a minimum annual sales turnover in excess
of 500 million Yen. Those co-operatives which rank amongst the
giants in their region clearly have the least to worry about as far as
economic problems are concerned. This was also clear from the
statistics showing the absolute numbers of co-operatives returning
red figures. Whilst the cumulative negative balance for the Japanese co-operatives on average showed a minus of 60 million Yen per
co-operative, the only co-operative with a turnover of more than 5
billion Yen had a minus of only 42 million Yen and was, therefore,
well below the average.
However, it should be noted that the figures in table 17 also
included those for co-operatives which had specialised in the supply
of medicines. In their case the percentage contingency for negative
trading figures is the highest at 24 per cent. A breakdown of this
statistic by co-operative type shows that the school co-operatives are
clearly the most economically stable (if we take the percentage
distribution of negative figures as a criterion), and they are followed
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As mentioned earlier, the consumer co-operative federation unites co-operatives of six somewhat differing types. These include the
regional co-operatives (chiki seikyo - seikyo is the Japanese word for
consumer co-operative), the kyoju chishokuiki (described here as
satellite town co-operative), the shokuba shokuiki (company cooperative), the daigaku (university co-operative), the gakko (school
co-operative), and the iryo (medicinal co-operative). Historically
speaking each of these types existed to some extent even before the
war (including the medicinal co-operatives) but in the decades since
then there have been considerable changes in the relative significance of the respective co-operative types. The objective is always the
same, as the name suggests, namely to serve a distinct target group
of persons (with the exception of the medicinal co-operatives). The
most significant development during the last three decades (if we
ignore the very important social aspects of the medicinal co-operatives) is to be seen in the regional co-operatives. When back in the
1960’s the problem of many co-operatives failing because of a lack of
suitably trained staff was recognized, two important measures were
adopted - not including here the starting up of “han”. Firstly, the
staffing problem could be solved for the then already existing
regional co-operatives by calling in graduates who had formerly
been members of the university co-operatives. Secondly, the major
population shift, i.e. the influx of former country dwellers into the
towns, was recognized as just the beginning of a mass migration
which would lead to a further concentration of people in the towns
which must inevitably bring increased purchasing power to the
towns. The reaction was to establish a series of co-operatives in the
urban areas in particular. Meanwhile these have become regional
co-operatives comprising the backbone of the organisation. Even if
their absolute number does not reflect this fact quite so clearly (from
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a total of 581 co-operatives included in a study in 1985, some 192
were regional co-operatives, 108 company internal, 105 medicinal,
103 university, and 73 others). On the other hand, on the criteria of
annual sales turnover and the number of members we find that the
regional co-operatives alone account for 80 per cent, a further 7 per
cent goes to the university co-operatives, whilst only a very small
percentage is accounted for by the medicinal co-operatives. The
regional co-operatives have by far the highest membership per cooperative, the highest turnover per co-operative, and the highest
paid up capital, etc. In total it can be said that the regional cooperatives constitute the backbone of the present consumer cooperative system in Japan.

organisations and similar institutions is also on the wane - which
suggests increasing pressure from the side of the retail trade and
political parties on the government.

The firm establishment of this type of co-operative in urban areas
is expressed also in the structure of the membership - or in more
concrete terms the husbands of the mainly female members. A study
(Kurimoto 1984: 21) revealed that over 70 per cent of the husbands
are employed as specialists tradesmen, office staff, in middle management, or in the professions. This compares with only 15 per cent
workers and less than 0.6 per cent who gave their occupations as
either fisherman or farmer. This shows very clearly the social
backgrounds of the families in the urban areas.
The significance of the urban areas and this type of co-operative
is also reflected in the financing of the co-operatives. From the
figures in Table 18 two important factors in the development of the
co-operative movement in Japan become apparent.
We can see here in the credit development a tendency, to which
attention has already been drawn, namely that the dependency
upon the workers’ movement proved to be not always of advantage,
and towards the end of the sixties there was a certain relaxing of ties
which is also reflected in the waning fortunes of the co-operative
financing organisations (including the Workers’ Bank, the Bank for
Land and Forestry, and also the banks associated with the agricultural and fishing co-operatives). At the same time it becomes quite
clear that over this same period the regional banks assumed considerable new importance, and indeed are now widely established over
a regional basis. The influence of government-owned organisations
such as the Japanese Development Bank, of social welfare
1080

Table 18:
LONG TERM LOANS AND THE PERCENTAGE
PARTICIPATION OF THE CREDIT ORGANISATIONS
(REGIONAL CO-OPERATIVES)
Year
1964*
1965*
1966*
1967*
1969*
1970*
1972
1974
1977
1980
1981
1982
1983
1984
1985

A

B

C

44.6
44.4
51.7
51.5
53.1
47.4
51.7
53.2
36.5
33.8
28.8
27.5
26.1
23.1
25.4

19.6
17.2
16.3
17.0
17.7
16.3
21.1
17.3
20.4
26.6
39.4
41.9
41.0
48.2
48.1

.?.
.?.
.?.
.?.
.?.
.?.
6.2
5.7
1.9
3.0
2.5
2.7
2.1
2.9
3.8

D

E

15.8
20.6
19.6
21.3
18.9
16.6
11.1
7.3
28.9
21.5
23.0
23.1
24.6
20.9
19.4

2.9
2.6
1.9
2.1
1.1
1.2
3.2
3.3
3.5
3.2
2.7
3.7
4.0
3.6
2.0

F
.?.
.?.
.?.
.?.
.?.
.?.
6.7
13.2
8.8
11.9
3.6
1.1
2.2
1.3
1.3

Note: A .. co-operative financing organisations
B .. regional banks
C .. credit banks
D .. state-owned organisations and banks
E .. regional government authorities
F .. others
Note: The co-operative loans are not taken into account in all the
above values. The values prior to 1972 were calculated after omission of the co-operative loans. Those years marked with a star *
include short-term loans. These figures represent an average for all
co-operatives.
This general trend reflecting the good business standing of the
consumer co-operatives is borne out again in Table 19.
Thus it will be seen that within the space of barely a decade the
equity capital element of investments had almost doubled to 70 per
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cent - whereas the co-operative financing organisations played only
a subordinate role. If we were to include the capital paid in by
members and loans obtained from members then it will be seen that
more than 80 per cent of the investment capital came directly from
the co-operative organisations themselves whilst a further 10 per
cent was provided by the regional banks. The fact that prior to 1985
the medicinal co-operatives were also included causes a leap in the
figures relative to 1984 and 1985, but this in effect only serves to
underline the financial strength of the regional co-operatives with
almost 70 per cent equity capital. With or without the medicinal cooperatives it is clear that about 90 per cent of the investment capital
was either equity capital, members‘ capital, or came from the
regional bank. In other words, the other financing organisations can
be ignored.

Striking in both this table and in Table 18 is that around 1977, i.e.
shortly after the oil crisis, government capital involvement reached
a peak whilst afterwards government capital became an increasingly less significant factor in the co-operative system.

Table 19:
RAISING AND PERCENTAGE DISTRIBUTION OF
INVESTMENT CAPITAL
Year

A

B

C

D

E

F

1974
1977
1980
1981
1983
1984
1985

37.6
33.3
47.2
37.7
59.9
59.8
69.6

13.4
9.2
10.8
4.6
3.2
3.3
3.8

7.9
15.1
14.5
18.5
14.4
19.5
9.8

2.0
21.2
10.5
14.8
6.1
5.9
1.7

23.5
14.5
8.6
11.1
9.3
7.0
12.5

15.6
6.7
8.4
13.3
7.1
4.5
2.6

(according to SKT for individual years)
Note: A .. equity capital
B .. co-operative financing organisations
C .. regional banks
D .. state-owned organisations and banks
E .. members’ capital
F .. other
These figures represent an average for all co-operatives, from 1985
onwards only the purchasing co-operatives without medicinal cooperatives are considered.
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If we were to summarise the success components, particularly
those of the last two decades, we would essentially arrive at the
following factors as the basis for the generally good situation in
which the co-operatives now find themselves.
Probably the most important step which mainly lead to a successful long term strategy was the introduction of communal buying as
what might be called a second leg for the co-operatives to stand on
in the 1960’s. In this immediate context it was recognized that the
realisation of an effective communal buying system made the availability of a well organised structure of the members throughout the
co-operatives necessary. The latter was in fact realised through the
formation of the “han”, which developed into the supporting element
of this form of marketing to this present day. By means of this
structure it is possible to bring the members into closer contact with
the co-operative, to create a community feeling with democratic
structures, and thus to obtain a maximum in motivation - particularly on the part of the housewives who are somewhat disadvantaged in their social position. The policy of concentrating on the
regional urban areas, providing personnel with good training, the
employment of highly qualified management, but also particularly
the diversity in the cultural activities of the members and for the
members were all important prerequisites for this success.
A particularly important factor in the seventies was, however, a
well balanced product policy drawn up in reaction to the wishes and
problems of this decade. On one hand the oil crisis exposed at least
some of the problems of the modern consumer society regarding
distribution of goods to the urban population. On the other hand it
was this urban population in particular who brought up the issues
of environmental protection and who were the first to suffer personally from environmental pollution. The instinctive fear of either
being cut off from the source of supplies or to be confronted with
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products which are harmful to the environment or even health
hazardous was probably a key factor leading up to the boom - like
development of the co-operatives from the mid–seventies onwards.

Also in the 1970’s, and in connexion with the quality consciousness of the co-operatives, a further new important activity was
embarked upon, namely the successful attempt to provide perishable goods - i.e. vegetables, fruit, fish, and meat - in as fresh a
condition as possible. To achieve this goal contracts were signed with
regional producers of these goods - i.e. farmers, fishermen, cattle
breeders, etc. By transporting these perishable goods directly from
the producer to the consumer it was possible to guarantee absolute
freshness against the positive background of mutual trust and
environmental consciousness. Since all middlemen were cut out the
CO-OP markets could be sure not only that their goods were the
freshest but also that they were priced below those of their competitors.

The co-operatives recognized the significance of these problems in
good time and reacted to them with a well thought out product policy.
This involved a deliberate distancing of the co-operatives from
existing commercial products which were possibly a hazard to
health (see Table 9). It also involved the development of replacement
products by the co-operatives which were to be marketed under the
quality seal guaranteeing absolute reliability. These products were
developed with the active co-operation of the co-operative members,
and sold under the CO-OP brand name which succeeded extremely
well in creating an image of cleanliness, purity, environmental
awareness, and product reliability..
The share of own products in the total sales achieved by individual
co-operatives or on a national average is unfortunately not
ascertainable on the basis of the available statistics. According to
Dabrunz (1984: 40), in the case of Nada Kobe they accounted for 4.2
per cent of the total sales turnover, but this figure would appear to
be very low as far as the overall market significance of these products
is concerned. It is probably true that the products sold under the COOP brand name exert a sufficient attractiveness for other sectors to
be able to benefit also and thus be of benefit for the good image not
only of the CO-OP brand itself, but also for all the goods sold by the
co-operatives. The fact that considerable effort is being invested in
these products will be apparent not only from the figures shown in
Table 9, but also from the share which the CO-OP brand products
account for within the total product range supplied by the federation
to the individual co-operatives. Whilst back in 1965 virtually 100 per
cent of the supplied purchased products were without the CO-OP
brand, already by 1970 the CO-OP brand products were accounting
for around 40 per cent of all products supplied. In 1983 products to
a total value of 171 billion Yen were supplied by the federation to the
various co-operatives of which CO-OP products to the value of 122
billion Yen were included - in other words, CO-OP brand products
accounted for 71 per cent of the whole (KKJHIK 1986: 777).
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Just how well this “sanchoku jigyo” - as the Japanese call this
direct trading between producer and consumer - went down with the
market can be seen from the figures in Table 20. On the same basis
it can be concluded that the co-operatives succeeded splendidly in
building up an image of reliability and caring for the environment and at the same time in shifting the sales product emphasis in such
away that the ratio of groceries to other goods was virtually reversed. The explanation for this success is to be seen in the increasing importance of the regional co-operatives and also probably in the
high priority given to the brand policy which was largely restricted
to groceries. As buttress of the suburban supply system, which the
co-operatives have meanwhile come to understand, emphasis must
clearly be on goods for everyday needs. Accordingly, included
amongst “others” here is not so much furniture and the like, but
rather such items as newspapers, periodicals, books, household
appliances, and to a lesser extent, clothing. Clearly the co-operatives
have gone out of their way to avoid direct competition with other
department stores in the non-food sector since even in the universities and schools the co-operatives see their real strength as being in
the food sector.
Apart from this turning away from the non-food sector, the
growing relative importance of fresh products in the overall product
range is very important: their share increased from 28.6 per cent in
1972 to 40.1 per cent in 1985. This means that more than 56 per cent
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of the total turnover realised in the groceries sector by the cooperatives is accounted for by fresh products. Thus it would appear
that not only the brand name but also the freshness and environmental awareness have made an extraordinarily positive contribution to the co-operative corporate image.

finally rapid expansion as from the end of the seventies as legacy of
the oil crisis and as an expression of the growing awareness of the
need for environmental protection and safe products. However, the
profit growth appears to have peaked in the years 1983 and 1984,
further growth in 1984 and 1985 was already down to the 500 million
Yen level.

Table 20:
HOW THE PRODUCT BRANCHES SHARE TOTAL
TURN-OVER (SERVICES NOT INCLUDED
FIGURES IN PER CENT)
Year

Groceries
Fresh goods

1964
1965
1966
1967
1968
1969
1970
1972
1974
1977
1980
1981
1982
1983
1984
1985

...
...
...
...
...
...
...
28.6
28.2
30.2
31.1
31.6
31.3
34.0
33.0
40.1

others
Total
39.7
41.7
48.7
41.0
41.0
43.3
43.8
57.4
59.9
63.8
63.0
66.3
66.8
70.7
68.9
71.5

60.3
58.3
51.3
59.0
59.0
56.7
56.2
42.6
40.1
36.2
37.0
33.7
33.2
29.3
31.1
28.5

(according to SKT for individual years)
Note: these sales figures do not include earnings from services
At present the financial situation of the co-operatives on the whole
is - according to various economists - still good. If we consider the
figures in Table 21 it is possible to gain a clear picture of this positive
economic development. Annual net profits of several billion Yen
underline the economic significance of the consumer co-operatives
once again. An analysis of the development of the net profits
confirms the already described trend of developments: problems in
the sixties, slow growth from the beginning of the seventies, and
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Table 21:
PROFITABILITY AND ECONOMIC EFFICIENCY
OF THE CONSUMER CO-OPERATIVES II
Year
1962
1966
1967
1969
1970
1972
1974
1977
1980
1981
1982
1983
1984
1985

A
...
382
621
1211
1067
2258
2992
2134
8039
9754
11904
16439
21560
22032

B
2519
1683
1801
4130
3786
4825
5424
7466
8221
8807
9174
10015
10870
11545

C
5435
3439
3693
5846
5720
6557
10075
12254
15119
15833
15737
18729
18893
18592

(according to SKT for individual years)
A .. net profit in million Yen (excluding med. co-ops)
B .. paid up capital per member (Yen); all types of co-operative
included
C .. monthly sales turnover per member (in Yen); medicinal cooperatives not included.
An analysis of profit distribution shows that the greater part (75
per cent) was realised by a mere 192 regional co-operatives whilst
the other 25 per cent is spread over all the remaining co-operatives.
Accordingly, the average net profit per co-operative was highest in
the case of the regional co-operatives whilst the university cooperatives showed the lowest net profits. However, in total the trend
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is moving towards stagnation. The possible reasons for this will be
discussed in the next chapter.

An interesting trend here is that with all the more important cooperatives, and thus primarily the regional co-operatives followed
by the medicinal co-operatives, the turnovers per member are
declining slightly at a time when the less significant co-operatives in
terms of sales turnover such as the university and school cooperatives are showing annual growth rates of 5 per cent. However,
this can be explained from the structure of these latter type cooperatives where it is clearly an easier matter to reach the members.

Both in the column for paid up capital per member and in that for
monthly sales turnover per member the figures for the year 1962
reflect the success of the member recruiting campaigns held at the
end of the fifties, and which clearly continued to have an effect for
some years after. A nadir in relation to both these parameters was
reached in the year 1966, however. Subsequent recovery was initially slow, but speeded up in the seventies.
On the subject of paid up capital per member, the regional cooperatives (including the medicinal co-operatives) - show the highest member participation: at the moment 14,000 Yen per member.
The lowest capital participation per member is to be found in the
company co-operatives where the figure is 3756 Yen. However, the
growth rates in the last two years are also of interest here. Once
again the strength of the regional co-operatives is reflected: from
1984 to 1985 their member participation increased by 7.7 per cent.
As far as the other co-operatives are concerned, the peak figure
reached was one of 5 per cent - although in the case of the company
co-operatives there was even a negative growth.
On the other hand, the monthly turnover per member figures
reveal that there is a very serious problem to be faced, namely that
growth in recent years has been very slow and in the last two years
was actually negative. As will be discussed in further detail in the
next chapter, increasing turnover figures are not attributable to
increased motivation of the members, but rather to a high influx of
new members. Accordingly, this negative growth seems indicative of
a certain tiredness on the part of the members and this must be seen
as the most important problem to be thrashed out by the cooperatives at this present time.
The leap from 15000 Yen to 18000 Yen from 1982 to 1983 can be
explained by the fact that a further form of the co-operative
organisation, namely the local federations (known as “koiki” in
Japanese) is no longer considered from 1983 onwards. Thus the
sudden leap can be accounted for simply by a change in the basis
upon which the statistics were drawn up and not by a real growth.
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Just how positively the sharply rising sales turnovers and profits
of the 1980’s influenced the financial structure of the co-operatives
can be clearly seen for the development of equity capital during
recent years (cf. Table 22). As recently as the seventies the equity
capital element was around 20 per cent, and thus it was effectively
increased by 50 per cent. Apart from in the case of the medicinal cooperatives where it can be said that trade is in services - the equity
capital contingency of the regional co-operatives is in the lower field
within the group for this type of co-operative. It is in fact little better
than that of the university co-operatives who are the weakest in
terms of equity capital. However, it is true that the regional cooperatives have succeeded over the last two years in increasing their
equity capital by 3 per cent whilst other co-operatives were only able
to increase by 1.7 per cent.
One measure which should at least help to counter the economic
problems is that of reducing personnel costs. As will be seen from
Table 22, these were in the 10 per cent region throughout the
seventies. It was not until the eighties that any serious attempt was
made to reduce this expenditure, and indeed, considerable success
was achieved also in this direction during the last two years. The
approach adopted in this case was to ensure that wherever possible
no additional staff would be hired even where turnovers were
increasing whilst at the same time the co-operatives have been
trying - and apparently with some success - to persuade members to
help out and thus at least save on wages.
The Japanese co-operative system also makes at least provision
for the payment of dividends on shares and of rebates on purchases.
It we look at the two columns in Table 22 it will be seen that in both
cases a downward trend has set in over recent years. This can be
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taken as an indication of the fact that, as far as the co-operative is
concerned, the vision of problems still only on the horizon at present
has made it necessary to consolidate the financial situation even
more (equity capital) whilst it also suggests that these forms of
payment are not necessarily the reason for people to become members.

A study of these two forms of capital reimbursement reveals that
the 0.8 per cent paid out in the year 1985 was not a terribly exciting
attraction - and this particularly so since it was paid out only to those
who had spent more than a certain sum. The 5.5 per cent dividend
on shares on the other hand could make the shares seem an
attractive investment since in Japan the basic interest rate is
presently below 1 per cent and even long term savings accounts can
scarcely guarantee a better return.

Table 22:
PROFIT AND ECONOMIC EFFICIENCY OF THE
CONSUMERS CO-OPERATIVES II
Year

D

1966
1967
1969
1970
1972
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985

22,6
22,9
23,5
19,6
25,2
19,3
....
....
19,9
....
....
20,6
20,7
21,0
25,5
28,0
30,5

E
1,2
1,3
4,2
3,3
2,7
2,1
...
...
1,0
...
...
2,5
2,5
2,7
3,7
4,3
4,0

F
12,3
12,7
14,9
16,0
??
15,0
....
...
17,9
....
....
18,9
18,9
19,1
19,3
19,5
19,7

G
8,6
9,0
8,6
9,2
9,8
10,9
...
...
10,6
...
...
10,0
10,0
10,0
9,8
9,6
8,5

H
4,2
4,3
4,8
5,3
6,4
5,3
...
...
6.3
...
...
7,4
7,4
7,6
7,6
8,0
8,5

J

K

...
...
...
...
...
...
7,2
7,1
6,3
5,5
6,1
6,3
6,1
6,0
6,1
5,8
5,5

...
...
...
...
...
...
1,3
2,5
2,5
2,4
2,5
2,7
2,8
0,9
0,9
0,9
0,8

(according to SKT for individual years; Kurimoto 1984: 27)
Note: D .. equity capital in per cent
E .. profit in relation to total assets (per cent)
F .. profit in relation to sales turnover (per cent)
G .. personnel costs in relation to sales turnover (per cent)
H .. overheads in relation to turnover (per cent)
J .. dividends on shares (per cent)
K .. dividends on turnover
D-K : Up to 1982 excluding medicinal co-operatives, from
1983 onwards excluding med. and koiki.
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The co-operatives attitude towards these reimbursement forms
has been adapted accordingly. Apart from the university co-operatives and the medicinal co-operatives who virtually pay no dividends
or rebates the other co-operatives which do operate these systems
tend to concentrate currently more on the dividend. On average
more than half of the other four types of co-operative pay a dividend
on shares whereas only a third of all the co-operatives pay rebates
on purchases. The highest rebates in the case of the regional cooperatives in 1985 were 0.8 per cent whilst the average dividend
paid out on shares by the regional co-operatives was 5.5 per cent.
Within the individual co-operative categories the practice of paying
reimbursements to members is the most widely spread amongst the
regional co-operatives, and the most rare amongst the medicinal cooperatives.
As far as the members themselves are concerned, these payments
are a pleasant side attraction - but various studies, indicate that
they are not reason enough for joining the co-operative. Decisive
motives for membership are such criteria as cleanliness, product
safety and, most important, cheapness. Low–priced goods seem to be
a more important consideration than any subsequent rebate. For
this reason many co-operatives, even those which can look back on
a whole string of good years, do not practice any form of rebate
system.
3.3.

PROBLEM AREAS

At this moment the consumer co-operatives in Japan are asking
themselves how long the success which they have enjoyed in recent
years will continue. All the special aspects which differentiated the
1091
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co-operatives from the ordinary retail traders, and which had been
deliberately cultivated by the co-operatives, are meanwhile losing
their significance as the private retailers have begun to align their
priorities with those of the co-operatives. As Nomura (1986: 4)
discovered, the co-operative system still functions because in the
case of some co-operatives the high quality goods in particular
continue to attract customers. In the case of other co-operatives the
attractiveness of the communal buying system is great enough to
compensate for other weaknesses. For others still it is the “han”
system which accounts for the unusually good successes, and there
are other cases where it is the direct link between producer and
consumer (e.g. with vegetables) which functions particularly well with the result that all in all the influx of new members is being
maintained or even strengthened. Nomura is of the opinion that
these factors are certainly valid for many co-operatives, although
not necessarily to the same extent in all cases.

Of course, it is not possible to make any definitive prediction on
the basis of concrete figures for two years only. However, in the
statistical annual reports attention has been repeatedly drawn to
this problem (without giving any concrete figures) and this seems to
suggest that the growing trend in relapsed memberships is not just
a phenomenon of the last two years but rather one of the last decade.

Another indication suggesting that there are some problems is the
fact that whilst total turnovers are increasing steadily, the same
does not necessarily apply to the turnover per member. Indeed, it is
the influx of new members which largely accounts for the turnover
growth. A comparison of the 1983 figures with those of 1984 reveals
the following aspects: on average the rising trend of the past years
continues for all types of co-operatives. Those two co-operative types
however which have constituted the backbone of the development in
the last twenty years, namely the regional co-operatives and the
satellite town co-operatives showed a declining turnover per member over those two years. This led finally in 1985 to the turnover per
member on average for all the co-operatives being lower than it was
the year previous (cf. Table 21).
A second factor which also deserves some attention is that whilst
the steady influx of new members continues, the numberof members
leaving the co-operatives is also increasing gradually. In the year
1984 on average the number of members leaving the co-operatives
per 100 new members was 33.8. In 1985 this figure had grown to
34.6. Even though this is a minimal increase it might indicate a
trend that the co-operatives are no longer able to satisfy all the hopes
placed in them.
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Exactly what the members expect from their consumer co-operatives can be seen from an opinion poll held in 1984. Some 86.3 per
cent of those asked replied that the possibility to buy qualitatively
good, clean, and safe products was their reason for becoming members. The second most popular reply (36.4 per cent of those asked)
was an identification with the ideals of the co-operative movement.
Obviously the declared policy of the co-operatives to act as representative of the consumers, and to promote cultural and social activities
has been well received. The third reason given was that of being able
to buy CO-OP brand products. Here again the relative importance of
the co-operative quality consciousness becomes apparent. Only in
fourth place comes low prices as an answer (NSKKRK 1986: 13).
A further problem which has emerged in recent years and which
threatens to become more acute is that of the conflict between cooperatives and ordinary retail traders. In fact, the co-operatives are
being reproached for threatening the livelihoods of the small retailers and family businesses - in other words the socially weak, The cooperatives on the contrary claim that it is their aim to help the
socially weak. Thus it is being demanded that as a first measure
those co-operatives having a floor space of more than 500 square
metres be subjected to the same restrictions as any other supermarket This would particularly mean stricter regulations regarding
closing times in order to reduce the direct competition with the
smaller private retailers. Furthermore it is demanded that goods
should be sold only to members, and not as the practice has been, to
all customers regardless whether members or not. A third demand
is that the co-operatives should no longer be allowed to enjoy a
special favoured status regarding taxation (Yanagi 1986: 74).
An ideological point which is also becoming something of a
problem is seen in the fact that the co-operatives - which are
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supposed to be a counter pole to capitalism - are purchasing ever
increasing quantities of goods from the giant Japanese manufacturing companies - in other words, from their ideological “enemies”.
This could possibly be a reason for some members leaving the cooperatives.

co-operatives depends to a very great extent on how well they can
succeed in motivating their members as a group and as a community.

A further important factor is to be seen in the role of the women
as backbone of the co-operative movement. It has already been
suggested that the success of the co-operatives may be partly due to
the fact that underprivileged housewives are given an opportunity
to aspire to a higher social sense of self esteem. Indeed, many of the
successes achieved by the co-operatives, particularly in connexion
with the group activities (“han”) are certainly attributable to the
energy and enthusiasm of the women who have identified themselves with the task and in so doing have increased their own sense of
self–esteem. However, since the number of working women is
increasing, this logically means that they will have less time and
energy to devote to other matters - in other words, to the various
tasks which they otherwise performed within the co-operatives. The
effect of this social restructuring will probably have decisive influences on the further development of the co-operatives over the long
term.
The evident fact that the competitors of the co-operatives are
beginning to adopt the co-operatives’ own business methods is
almost bound to have some influence on the co-operatives in the
future. For example, the introduction of purchasing systems via
computer may render the need for shop premises superfluous.
Also the setting up of consumer groups similar to the “han” in the
retail trade sector, the use of non-brand goods, and also the close ties
between the retail trade and the producers of vegetables - make it
clear that the co-operatives no longer have the monopoly of these
advantages. There is still scope for the co-operatives to beat this
problem by placing further emphasis on the idea of “membership in
a group” as well as by intensifying their efforts in the cultural sector
and as the consumers’ representative - these being all areas where
the main competitors cannot keep pace simply because of the
character of their own business. Thus the continued existence of the
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4.

SUMMARY

At least up until the time of the Second World War the historical
development of consumer co-operatives in Japan is characterised by
certain significant features which differ from those associated with
the development of the movement in Europe.
There was a delay of several decades before the first consumer cooperatives began to appear in Japan, namely not until the end of the
nineteenth century. Even though wealthy benefactors played an
important role in Europe‘s early co-operative history too, the consumer co-operative movement in Japan arose to a lesser extent still as
a social movement sponsored “from below” but rather as one which
was sponsored “from the top”. It was founded to solve the task of
mastering problems which arose particularly after the country was
reorganised in a wave of modernisation following the Meiji restoration which led to economic difficulties. The first co-operatives mainly
served to support the tradesmen from the middle and upper classes.
After they had fulfilled this purpose they usually disappeared from
the scene within a very short time.
The second wave of co-operatives - this time with an already
distinct social background - began about the turn of the century.
Three types of co-operatives were founded around this time which in
essence still exist today. These are the co-operatives sponsored by a
working class membership, another type which came to be known as
middle class-urban co-operatives, and also the company internal cooperatives.
The time up to the outbreak of the Second World War could be
regarded as one of many successes for the co-operatives, yet the most
outstanding feature of this period is that it is characterised by the
collapse of the entire co-operative system in a series of waves with
only a few co-operatives surviving the respective set-backs. Whilst
the first working class co-operatives proved to be highly successful,
they were very soon subjected to political oppression and were
ultimately wound up - the circumstances surrounding the Russo-
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Japanese war being of some influence here. By contrast the first
middle class-urban co-operatives were initially viewed with favour
from the political authorities, and this mainly because their memberships were recruited from social classes traditionally loyal to the
government, but in the end they were “subdued as a precautionary
measure”. The highly successful company internal co-operatives
were largely integrated into the companies’ own social welfare
systems during the period following World War I with the result that
they ceased to exist as independent co-operatives. The few cooperatives which did manage to survive the First World War soon
after experienced a boom period but then external influences - such
as the major earthquake which shook Tokyo in 1923 - robbed many
of them of their economic basis. Lack of a real understanding for
democracy, inability of the members to grasp the full meaning and
significance of the co-operatives, inefficient management, growing
political pressure in connexion with the militarisation of the country, and finally the effects of the Second World War together resulted
in a second total collapse of the consumer co-operative movement in
Japan.

fifties with the increase in members’ paid up share capital, increased
sales turnover, and particularly the trailblazing-like introduction of
supermarkets in Japan. Thus a decisive step was taken in boosting
the corporate image of the co-operatives, and over the long term this
had a positive influence on sales. In fact, this image of being
“modern” and “up to date” still benefits the co-operatives even today.
The image policy of safety and being aware of the environment
further strengthen this original factor.

Only a few co-operatives which had been founded before the war
- such as Nada Kobe - succeeded not only in surviving the upheavals
of the war, but also, by virtue of good business and political
connexions on one hand and an own sound economic basis on the
other, were in a position to reestablish a firm foundation for the
rapid development following the end of the war.
Whilst development of the movement prior to World War II was
repeatedly hampered by repressive measures, it was not until after
the war that the consumer co-operatives had their first taste of free
development.
Generally speaking the post–war years can by characterised by
three distinct boom periods. The first began immediately after the
war, a time when every possibility to obtain the goods necessary for
everyday life - and indeed survival itself - seemed to be a help in
itself. Against this background the co-operatives were able to
achieve considerable success as probably the key suppliers to the
urban populations. A second boom period began around the mid
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The third boom period, which effectively began with the outset of
the seventies, really owed its origin to measures adopted in the
sixties. Indeed, all those measures which proved to be the basis of
successes in the past decade were adopted in the sixties. Included
here are the introduction of communal purchasing as the second
main variation of the marketing system. In the case of communal
purchasing a national characteristic of the Japanese, namely a
preference to form groups and to co-operate together in groups,
enhanced the efficiency of this marketing system. These groups,
which are of such importance for the functioning of the system, are
known as “han”.
A further factor, which can be regarded entirely as a social one,
was that of motivating women to co-operate. In this case the married
women and housewives, whose social task otherwise was largely
seen as that of managing the household and bringing up the children, were given an opportunity to perform a social function outside
this traditional sphere, i.e. within the “han”. On the strength of the
personal effort invested or on the basis of the success achieved by the
“han” as an entity, they were able to experience a sense of social
upgrading - at least within a small circle. The essentially democratic
structure of the co-operatives, and the right to express one’s views,
were doubtless additional attractive features. A market-oriented
product policy, the creation of a CO-OP brand, and the associated
image of purity, cleanliness, and safety were further important
factors as far as the overall success was concerned. By placing the
accent on environmental protection and supporting this by introducing an own, environmentally acceptable washing powder as well as
setting up a system whereby fresh agricultural products could be
delivered directly from the producer to the consumer the co-opera1097
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tives succeeded in enhancing their status considerably during the
last ten years.

together still has a combined turnover of some 20 per cent lower than
that of the co-operatives.

Consideration must also be given to the cultural activities of
different kinds which helped to promote the feeling of togetherness
and to strengthen the group and community spirit - and thus
indirectly the co-operatives themselves. Co-operative activities in
connexion with the peace movement and the nuclear disarmament
campaign are considered to be attractive features for many Japanese even today.

However rosy the present situation may appear for the co-operatives - and despite what many Japanese economists may think - it
would appear that the co-operatives are approaching a turning point
in their fortunes. Competition from the retail traders is growing and
these are also taking pains to emulate certain services provided by
the co-operatives. There is parallel political pressure initiated by the
private retail traders with the object of restricting the trading scope
of the co-operatives. Modern media will soon make it possible to
effect purchases from a computer terminal in the home. A relatively
big fluctuation in co-operative memberships, and also social factors
are beginning to shake the still firm framework of the consumer cooperatives. Furthermore, it is becoming more and more fashionable
for women to take up jobs, a trend which can only have negative
effects on the future of the “han”. As a result the communal purchasing system which has its roots in the “han” groups threatens to
crumble away. Modifications of the existing system are being tried
out - for example in Hiroshima, where the distribution of goods
ordered through the “han” is no longer through the responsible
person in the “han”. Now the goods are delivered to a fixed but
unmanned destination where the members who ordered them can
pick them up any time on returning from work. Whilst this of course
solves difficulties which may have arisen with the distribution
system, it remains to be seen just to what extent it will have a
negative influence on the other aspects such as the feeling of
belonging together and the group spirit - in other words on the
success of the co-operative itself. The co-operatives are, of course,
seeking to nourish the feeling of belonging together by other compensating means. For example, two years ago Nada Kobe introduced a new scheme: in the case of the death of a member whose
annual purchases exceeded 240,000 Yen in value, a sum of up to
100,000 Yen is paid to his family as a mark of respect. However,
whether such measures will be adequate to offset all the other
negative factors is something which only the future can tell.

At present the status of the Japanese consumer co-operatives can
be described as good or even excellent. Between 30 and 40 per cent
of all Japanese households are represented in the co-operative
movement by at least one co-operative member. In some cases the
participation level is much higher. For example, Nada Kobe can
claim that 70 per cent of all households in its region are represented
in the membership.
However, despite the big sales turnover and despite the high
degree of household penetration, the picture looks quite different
when we consider the co-operative share of total retail sales. If all
classes of goods are taken into account, the co-operative share of the
market is no higher than 1.5 per cent. In the case of groceries alone
it is about 2.5 per cent. Seen as absolute figures these have a
somewhat sobering effect. They can be explained by two factors, one
of which is the system of free market economy which is practised to
an extreme in Japan, and which permits every type of fair competition. The second of which is that in Japan there are countless very
minor retail shops not subject to any restrictions regarding opening
times and which are thus in a position to corner an important share
of the market. If one were to regard the consumer co-operatives as
a big chain of stores, or in other words as a single giant enterprise,
then the figure of 1.5 per cent and that of 2.5 per cent could be
regarded as being highly respectable. Indeed, these figures would
make the co-operatives Japan’s biggest chain store group unparalleled by any other retail trading enterprise or by any other chain
store group. After the co-operatives the second biggest trading group
with a chain of departmental stores is Daiei - which with all its stores
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The co-operatives themselves are not political organisations - nor
do they want to be. However there is a series of factors at work, which
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may not add up to political dependency, but does suggest political
involvement. When the co-operatives stage certain events the
politicians who are invited to attend and reported in the press tend
to come from the Socialist or the Communist Party. Particularly in
the context of the anti–nuclear movement - which undoubtedly is
strongly supported by both these political parties - this leaves a
somewhat negative taste with many Japanese. The Liberal-Democratic Party, which has provided every government since the war, is
under increasing pressure from the small traders to restrict the
activities of the apparently all to successful co-operatives. Proposals
under discussion here include the idea of restricting opening times
and whether the co-operatives should be allowed to sell goods to nonmembers. Clearly the governing party, for whom the small traders
represent an important source of votes, cannot afford to ignore these
suggestions very easily. Thus the paradoxical situation arises in
which the Liberal-Democratic Party one hand pledges its support
for the agricultural co-operatives whilst on the other hand it is being
forced to adopt an attitude which is quite clearly against the
interests of the consumer co-operatives. At present the ruling party
is plagued by various scandals and seems on the decline, the
Socialists under their new female leadership are taking advantage
of this. To what extent this may eventually benefit the conumer cooperatives is, however, difficult to ascertain.

The Consumer Cooperatives in Japan
Table 23:
STATISTICAL COMPARISON OF JAPANESE CO-OPS
AND CO-OPS IN THE UK, DENMARK
AND SWITZERLAND
Members
(thousand)
Great Britain,
Co-op Union
Switzerland,
Co-op Switzerland
Denmark, FDB
Japan, JCCU

Turnover (mill.
US $)

Sales outlets

Employees

8,080

7,408

5,200

80,600

1,210

4,116

1,334

27,100

1,025
11,135

3,682
12,840

1,599
2,108

18,000
44,400

Source: Hasselmann, E.: Japan's Consumer Movement, in: Review of International Co-operation 1989/2 p. 19

This interesting statistic gives a good example of the extremely
high productivity of Japanese consumer co-operation which is able
to realise almost the double of co-operative sales in the UK with less
than half the number of sales outlets and slightly more than half of
the number of employees. However, the extreme over-valuation of
the Japanese Yen must be considered in this context. (author’s note)

For the time being, the co-operatives are still clearly on the right
course, even if the success curve appears to be flattening out a little.
The movement is still optimistic. New products, and indeed the
system itself still seem to have enough appeal to non-members. The
next 5 years will decide whether the new, in many cases also cultural
activities, will be sufficient to tide the organisation over the problems now looming up on the horizon, and whether harsh restrictions
are going to be imposed on the co-operatives from the political side.
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Table 24:

5.

ANNEX

5.1.

ABBREVIATIONS USED IN THE TEXT

JAPAN’S TOP 10 CO-OPS
Turnover
(Y mill.)
1. Nadakobe
2. Kanagawa
3. Sapporo Citizen
4. Tokyo Citizen
5. Toyota
6. Saltama
7. Miyagi
8. EFU
9. Kyoto
10.Osaka Izumi
citizen

266,559
128,105
120,881
67,876
56,921
55,111
51,641
49,022
46,220
38,846

1987/1986
(%)

Members

+ 4.0
+ 4.5
+ 2.0
+ 9.7
+ 2.1
+ 9.6
+ 5.6
+ 6.3
+ 5.3
+ 12.5

896,150
692,776
561,144
314,232
152,275
221,670
258,483
210,565
247,619
155,032

1989/1986
(%)
+ 6.7
+ 8.9
+ 5.8
+ 14.8
+ 9.3
+ 16.3
+ 8.6
+ 8.8
+ 9.3
+ 9.1

Source: Hasselmann, E.: Japan's Consumer Movement, in: Review of International Co-operation 1989/2 p. 12

Table 24:
JAPANESE CO-OPERATIVES: RECENT PROGRESS IN
FIGURES
1987
Co-op societies (no.)
658
Members (no.)
11,801,752
Han groups (no.)
746,474
Han members (no.)
4,685,397
Han members ratio (%)
39.7
Total turnover (Y mill.)
2,209,894
Retail sales (Y mill.)
1,959,206
Services sales(Y mill.)
250,581
Others (Y mill.)
107
Share capital (Y mill.)
162,149
Share capital per member (Y) 13,739
Co-op bonds (Y mill.)
77,728
Retail outlets (no.)
2,190
Sales area (m2)
984,319
Full-time employees (no.)
47,890
JCCU wholesale (Y mill.)
339,147
JCCU CO-OP brands
Wholesale (Y mill.)
228,869
Co-op retail share in Japan (%)
2.58

1986

1987/1986
(%)

663
11,070,985
659,592
4,280,409
38.7
2,016,478
1,823,751
192,727
137,744
12,442
80,008
2,143
942,840
46,702
304,090

- 0.8
+ 6.6
+ 13.2
+ 9.5
+ 9.6
+ 7.4
+ 30.0
+ 17.7
+ 10.4
- 2.8
+ 2.2
+ 4.4
+ 2.5
+ 11.5

216,256
2.41

+ 5.8

JCCU .......... Japanese Consumer Co-operative Union
KJHIK ........ Kyodo Kumiai Jiten Henshu Iinkai (Committee responsible for the publication of a dictionary of co-operative terms)
NS25SHIK ...... Nisseikyo Nijugoneshi Henshu Iinkiai (Committee
responsible for the publication of the history of 25 years of unified
Japanese consumer co-operatives)
NSKKRK ........ Nihon Seikatsu Kyodo Kumiai Rengokai (Union of
Japanese Consumer Co-operatives)
SKT ......... Seikjyo no Keiei Tokei (management statistic for the
consumer co-operatives; published by NSKKRK)
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