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Corporatisation not answer for Fonterra
Alan J Robb

Tony Baldwin’s calls for Fonterra to convert from a co-operative to a corporate (Farmers Weekly, November 3) are no more convincing because of their frequent repetition.

It is ironic that in one of his latest comments on Fonterra (NZ Herald October 18) he should claim that the diary industry is founded on ‘almost semi-religious covenants’ and that its leaders make ‘semi-miraculous claims’.

Like the Business Roundtable, which has regularly railed against co-operatives, Baldwin treats the markets in just this way.  

The Religious Ideology of the New Zealand Business Roundtable: Underlying Values and Ethics is the title of a study by Barbara Vincent which evaluated the writings of the Business Roundtable.

Her summation applies equally to Baldwin’s views. 

· The market is powerful: it’s almighty.
· The market provides: it’s provident.
· The market allocates fairly with an ‘invisible hand’: it’s just.
· The market solves problems: it’s beneficent.
· The market cannot fail: it’s infallible.
· The market is without error: it’s inerrant.

The evidence from the real world is very clear.  Markets are frequently manipulated.  Transactions in markets often result in unjust outcomes.  Markets comprise buyers and sellers some of whom are vulnerable and some of whom exploit others; few markets are beneficent or level playing fields.

Baldwin dismisses dairy farmers’ concerns about the motives of outsiders as “misplaced”.  
History shows that to be false.  
Co-operatives were formed, and still are being formed, to ensure that producers, staff and capital all receive a fair return.  
Without the strength which a co-operative brings, New Zealand farmers would not have enjoyed the economic growth they have had over the past hundred years.

And herein lies the fundamental difference between free marketeers like Baldwin and co-operators.

In his Herald comment Baldwin made the revealing comment “capital is the primary input, not milk.  … Shareholder returns are to be maximised, not the price of raw milk.”
Capital is an input in any business but it is not the primary input.  
Labour, know-how, physical materials and a stable society are equally important.

At the moment Fonterra is not being seduced by the idea that capital is the most important input.

But if it were to bring in non-supplying shareholders whose only interest was in maximizing the return on their invested capital a fatal division would be created between the short term interests of those to whom capital was the primary input and those who supplied the raw material for production.

In his Punch-up comment (Farmers Weekly, November 3) Baldwin condemns co-operatives in many countries for relying on “special government breaks, including exemptions for anti-monopoly laws, tax concessions and other special deals.”

  This criticism applies equally to companies listed on stock exchanges around the world who in recent years seem to have developed it into an art form.
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