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Co-ops are good performers
Alan Robb

Tony Baldwin makes the claim that the traditional supplier co-operative structure “simply is not suited to a highly competitive fast-moving consumer business” (Farmers Weekly 21 April p7).

No evidence is offered to support his assertion, which is frequently made by those ideologically opposed to co-operatives in general.  In fact, when evidence is sought it shows the opposite to be the case.
For example: a 1995 study by Ernst & Young Co-operative Theory and Performance exhaustively reviewed the work by independent authorities and concluded that there was “no evidence to support any view that the co-operative structure necessarily leads to slower growth or poorer financial performance.”
They also stated that “Studies of the financial performance of United States co-operative dairy processors showed that they performed better than identically-sized corporates in terms of equity ratios, liquidity and efficiency of asset use” (my emphasis).
On the question of financial capital Ernst & Young noted that “A major criticism of co-operatives is that they are unable to attract new equity and can only fund expansion by retained earnings.  As a result, the critics argue, growth and innovation are constrained below the level a corporate can achieve.”  Having reviewed all the evidence Ernst & Young concluded “…in reality the facts do not support this.”

These comments are true beyond the dairy sector.
The grocery business in New Zealand is highly competitive and fast moving and a consumer business.  The most successful retail grocers are those who belong to one of the three Foodstuffs co-operatives.
The board and management of Foodstuffs know that they are competing with foreign-owned multinational investor-owned companies.  They know that the co-operative form of organisation operates well because their attention it is not distracted by share price speculation. 

Insurance is another fiercely competitive market.  An international study of 105 insurers representing 27% of the European market found that in the period 1995-2001 co-operative or mutual insurance companies were growing more rapidly, had lower operating costs and paid a greater percentage of premiums out on claims than their investor-owned competitors.
Co-operatives which have been demutualised have frequently failed to deliver the promised benefits.  Do the shareholders in AMP or Tower have any reason to think that their companies have performed better as investor-owned firms?
Tony Baldwin’s ideological opposition to co-operatives sounds very much like the NZ Business Roundtable’s comments to the NZ Agribusiness and Food Congress in 1999.  
Roger Kerr rehearsed the familiar problems of capital raising, difficulties of monitoring performance and the absence of the discipline of the share market.  What a pity that one of his examples of a successful investor-owned firm was Parmalat!
Fonterra’s success will not be impeded simply because it is a co-operative.  But it will be fatally affected if the board is divided between those who see that co-operatives can be leaders in their industry and those who think that the co-operative structure is not suited to today’s environment.
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