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FOREWORD 

In a country like Finland, sparsely populated with a short summer and a 

long hard winter, the idea of people working together in their common 

interest comes naturally. So when cooperation in its organised form 

arrived on Finnish soil, the idea readily took root. The birth of cooperation 

is generally considered to have occurred on Monday, October 2nd, 1 899, 

when the Pellervo Society was founded at the Helsinki University 

Student House in Helsinki. The year 1 899 was a critical time for Finland 

and the founding of the Pellervo Society was one response to the 

emergency. Over the century since then, Finland has been transformed 

from a relatively backward agrarian state into one of the leading industrial 

countries in the world. In this cooperation has played a significant role. 

The overall significance of cooperative history has, however, been 

neglected, even though numerous studies of aspects of the cooperative 

movement and individual cooperative organisations have been written. 

The most comprehensive study of the Pellervo movement is already 

fi fty years old, as it was published in 1 949 in celebration of the Society's 

fi rst half century. No up-to-date study of the movement exists and this 

was considered a serious deficiency. The need is even more urgent 

considering the fundamental changes that have taken place in the 

operating environment of the cooperatives in more recent times. 

In autumn 1 995 a team of researchers under Markku Kuisma, Professor 

of History at the University ofTurku, was assembled to write a up-to-date 

scientific history of the Pellervo cooperative movement's  first century. The 

other contributors were Annastiina Henttinen, PhM, Sami Karhu, PhL, and 

Maritta Pohls, PhD. The Pellervo Society appointed a History Committee 

under Heikki Haavisto, chairman of the council of representatives, to assist 
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the researchers in their work. Risto Alapuro, Professor of Social History 

at the University of Helsinki and Professor Risto Tainio of the Department 

of Organisation and Management at the Helsinki School of Econornics 

and Business Administration contributed greatly to the history proj ect. 

The book, Kartsan Talous - Pellervo ja yhteisCrt yrittämisCrt idea 1 899-1999 

(A people's economy - Pellervo and the idea of joint entrepreneurship 

1 899-1999) , was published in early 1999.  Its rather unique structure of 

three different approaches to the history is explained in Markku Kuisma's 

introductory essay. 

Long before its pllblication, however, the idea of a translation had been 

sllggested. The example of Pellervo cooperation, it was believed, would 

prove not only of interest to cooperators in other countries, but also 

useful. However, translating the 700-page book would not achieve this 

aim, so a shortened version was decided on explicitly for foreign readers. 

Researcher Maritta Pohls and translator Michael Wynne-Ellis were given 

the task of editing the new book, assisted by translator Jiiri Kokkonen. 

The translation has been generously financed by the Finnish Cultural 

Foundation 

We hope that our foreign readers will find The Pellervo Story - A History of 

Firtrtish Cooperatiort, 1899-1999, of constructive interest in their work in 

the cooperative movement. 

PELLERVO CONFEDERATION OF FINNISH COOPERATI VES 

HEIKKI HAAVISTO 
Chairman of the 

CounciI of Representatives 
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"WE H A V E  NO R O C K E F E L l E RS ." B U T  W E  H A V E  C O O P E RAT I V E S " 

S eldom does the good fortune of winning 
a Nobel Prize come to a small nation. 
Finland's two winners were both closely 
connected to the countryside: the writer 

F.E. Sillanpää was awarded the Nobel prize for lit­
erature in 1 939 and the biochemist A . I .  Virtanen 
the Nobel prize for chemistry in 1 945 .  

Although Professor Virtanen ( 19 17- 1 973) and 
the AIV method he developed for preserving 
silage have become part of academic lore in 
Finland, less is known about the background that 
made it all possible. Since the early 1 920s, Virta­
nen had been director of research at Valio, a com­
pany owned by numerous local dairy cooperatives 
themselves owned by a hundred thousand farm­
ers. Virtanen's AIV method was developed in the 
Biochemical Research Institute established in 

1 931  by the Chemical Research Foundation, 
owned by Valio, Hankkija  and SOK in association 
with OKO and three other banks. 

It is quite natural, therefore, thatVirtanen had a 
great respect for cooperative enterprises and like­
wise expected a great deal from them. ln his 
application for funding for another major project 
of national importance in the late 1 930s, Virtanen 
wrote: "We have no Rockefellers, Carnegies or 
others who can put up the funds to finance 

research, but we have cooperatives and they could 
do much in this field if they really wished to. " 

By this time, Valio had grown into a major 
enterprise and cooperative companies successfully 
pushing private companies aside had conquered 
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many other fi elds. As Virtanen wrote: "Coopera­
tion is playing an increasingly dominant role in 
society . . .  and so it must also take on those tasks 
that earlier belonged to private capital and still are 
in many countries." 

F.E. Sillanpää (1 888-1 964) , the son of a poor 
cottager, came to the fore in 1 9 1 9  with his realis­
tic novel Hurskas ku(juus (Meek Heritage) . The 
novel is set against the same poor rural backcloth 
as the dairy farmers who created the Valio 
cooperative and for whom the AIV method 
proved so indispensable in raising the quality of 
exported products. 

That both Nobelists had strong connections to 
the countryside is no accident as Finland in the early 
20th century was a predol11inantly agrarian country. 
Four-fifths of its population of three million lived 
and worked in the fields and forests. Emerging 
industry, particularly the forest industry, depended 
on rural resources and labour. The distress of the 
landless masses, which Sillanpää describes, was one 
of the most serious social problel11s of the age. The 
rise of the cooperative l110vement ean be seen as an 
attempt to solve this problem. 

These social problems affeeted other aspects of 
Finnish life, sueh as the labour movement, industri­
alisation, urbanisation and the country's position as 
an autonomous grand duehy within the Russian 
Empire. lt was the countryside that proved decisive 
in determining the nation's destiny, partieularly in 
respect to the struggle against the inereasingly 
repressive aetions of the Russian authorities at the 
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Early Development of the Pellervo Value System 
FINANCING AND INSURANCE 
1902 OKO, cooperative banks 

1917 Vakava Insurance Company 

PURCHASING FARMS PROCESSING DISTRIBUTION 
1901 Välitysliike, 

Pellervo Trading o 
1897 Pukara Dairy , 

Agency 
1905 Hankkija 

1st cooperative dairy 
1905 Valio 

1898 Cooperallve 
societies 

1904 SOK 1909 1 st Cooperative 
Slaughterhouse 

1918 Karjakeskuskunta 
1936 TLK 

ORGANISATIONS AND LEGISLATION 

1901 Coo eralive Societies Act 

1908 Finnish Cooperative Union (OYL) 

Forest-owners' 
Metsäkeskus Oy 
Metsäliitto 

1921 Vientikunta Muna 
(Munakunta) 

1928 Cooperatlve Banktng Association (OKL) 

The Pellervo Value System 
The three pillars of Finnish cooperative strategy are 
networks, special laws and central societies. Within 
the framework of modern strategic thinking, the early 
stage of the operations of Pel lervo enterprises forms 
an interesting entity. It is not a juridical entity as 

turn of the century. Rural contradictions and the 
strong farmer element in General Mannerheil11's 
White army were the deterl11ining elel11ents in the 
Civil War 1 9 1 7-18,  which led to Finland's fi·eedom 
from Russia, independence and the preservation of 
a bourgeois social system. 

The same factors continued to influence the 
heated political struggles of the 1 930s. The leader 
of the all-powerful Union of Woodworking 
Industries, Axel Solitander, emphasised the strate­
gic importance of farmers, particularly the legions 

cooperation has never pursued a common operations or 
ownership strategy. It is clear, however, that through the 
many different yet actually related synergetic factors the 
totality of Finnish cooperation was, and still is greater 
than the sum of its parts. 

of smallholders, in this struggle. In a confidential 
l11emorandul11 in 1 937 he rel11arked that whoever 
wins the sl11all farl11ers to their side would gain 
political power in the country. 

The national poet Eino Leino (1 878-1926) 
attributed the sal11e importance to the countryside 
and farl11ing in his stirring poem The Song af 
Pellervo, cOl11l11issioned by the Pellervo Society for 
its first gathering of cooperators.Thanks to the late 
development of industrialisation in Finland, 
Leino's imagery remained relevant until the 1 960s. 

1 1  



"W E  HAV E N O  R O C K E F E LL E R S  . • .  B U T  W E  HA V E  C O O P E R A T I V E S" 

From the Pel lervo of professors 
to a mass movement of farmers 

What then was this Pellervo Society? The name 
derives from Sampsa Pellervoinen in the Kalevala 
epos, the genius of agriculture, the sower of the 
field, and is derived from the Finnish word for 
field, "pelto" .  And what is the Pellervo coopera­
tive movement, which Virtanen imagined could 
take the place of the Rockefellers and Carnegies? 

Hitherto there have only been brief and super­
ficial explanations of the mystery behind the 
movement which, in terms of individual mem­
bership, grew into the largest popular movement 
in the country. To the vast majority of people 
many of the companies associated with the 
movement are household words. Valio's milk and 
ice cream bars are a part of the collective memory 
of several generations, likewise the cooperative 
banks and stores, even Hankkija's orange­
coloured peaked caps. Perhaps less familiar are 
Metsäliitto and the cooperative slaughterhouses, 
although the latter have supplied most of the 
meat eaten in the country and the former has 
grown into one of the largest wood-processing 
enterprises in Europe. 

P robably even less is known about the organi­
sation,  which fundamentally influenced the 
establishment and development of the coopera­
tive banks,Val io, SOK and other major companies 
- the Pellervo Society. Founded in 1 899 to 
promote cooperatives in all branches of agricul­
ture and disseminate the ideals of cooperation in 
general, no ne of Pellervo's early leaders came 
from that large segment of the population it was 
committed to work for, the farmers. P aradoxically, 
its leaders came from the social elite. Among the 
80 founders attending the meeting at Helsinki 
University's Student House on October 2, 1 899, 
were 25 university professors, 1 1  former or 

serving senators, numerous senior civil servants 
and many big businessmen. 

That the previous year patriotic students had 
toured the country laying the foundations for the 
Society's work is indicative of its future social role. 
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Further evidence of this is that among its early 
supporters were a number of leading figures from 
industry and banking. As the book will show, the 
active interest of Helsinki's nationalistic intellec­
tuals, top administrators and leading businessmen 

in the living conditions of the country people 
that was concretised within the Pellervo Society, 
is largely explained by the prevailing political and 
social situation. 

The February Manifesto of 1 899 cast a dark 
shadow over the future of Finland and it seemed 
that the autocratic Russian tsar intended to 
destroy the autonomy of the grand duchy, 
submerge its people within the Empire's sea 
of nations and tenninate the favourable 
developments of the past few decades. To counter 
this threat, the people of this large but sparsely 
populated country had to cIose their ranks and in 
the name of national unity to radically reduce the 
economic gulf between social cIasses. One need 
of vital importance was to strengthen the national 
consciousness and political awareness of the 
largest group in the population, the farmers. This 
in turn would require the economic, social and 
educational emancipation of them, as well as the 
landless peasants, and the rural and urban working 
cIasses. The best way to achieve this would be by 
encouraging enterprise through cooperation. 

As a form of enterprise, democratic and free in 
character and successfully established throughout 
Europe, cooperation was not as an end in itselfbut 
a means of achieving social goals of national 
importance. This, then, provided the main impetus 
for the creation of the Pellervo movement. What 
triggered off its almost explosive growth was the 
expansion of market-oriented capitalism, European 
economic integration and the gradual changeover 
in agriculture to production for the market. 

These processes made room for new companies 
and forced farmer producers to seek forms of com­
mercial and industrial collaboration, which would 
enable them to adapt to the structures of the new 
kind of economic dynamics. For these reasons the 
message broadcast by patriotic professors and social 
reformist agrarian politicians through Pellervo did 
not falI on deaf ears. Farmers, who already had 
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COOPERATIVES IN FINLAND 1 998 

(including subsidiaries) 

Number Individual 
members 

Meat cooperatives -T 5 40 713 

Cooperative dairies 53 24 115 

Egg cooperatives 2 (3) 1026 

Forest cooperative owners 
, 

1 123 185 

Livestock breeding 8 45 058 

Hankkija-Agriculture L td.' 

Consumer cooperatives 46 1 179 891 

Cooperative banks 289 755 300 

Insurance associations 113 400 000 

TOTAL" 515 2 569 288 

'Agricultural supplies company, a subsidiary 

of the largest consumer cooperative SOK 

.. According ta the Trade Register, the number 

of cooperatives in Finland is 2573 

generations of experience of working together 
behind them, joined the Pellervo movement in 
their tens of thousands. And within two or three 
decades many of the companies owned and con­
trolled by these farmers had risen to a position of 
significance on the home market and some of 
them even on the export market. 

The growth curve that began at the turn of the 
century has continued for a surprisingly long 
time. From being a poor, peripheral agrarian state 
Finland underwent rapid industrialisation and 
urbanisation within le ss than a century. Its popu­
lation has grown from three to over five million. 
During the 1 950s agriculture lost its position as 
the most important occupation and now only 
offers work to a few per cent of the population. 
The structure of industry diversified far beyond 
its former wood-processing predominance. The 
rapid adaptation and development of modern 
technology led to the globalisation of a number of 

Group Group turn- Group turn-
personnel over FIM bn over €Bn 

6 647 7,77 1,306 

5 539 9,99 1,680 

127 0,20 0,034 

19 927 28,51 4,795 

604 0,20 0,034 

714 3,37 0,566 

25 610 34,76 5,846 

9 073 10,93 1,838 

800 1,102) 0,1852) 

68 327 93,46 15,718 

')Deposits 

2) Income from premiums 

) Market share for all mutual insurance 

companies is 40 % 

Market 
share % 

69 

96 

50 (71) 
33 

100 

41 

39 

33') 

7) 

leading Finnish enterprises. And in respect to the 
levels of income and welfare Finland is now 
among the top nations of the world. Further­
more, almost all of the Pellervo companies 
established at the beginning of this century have 
survived these upheavals, two world wars, Cold 
War isolation, and even the challenges of compe­
tition following membership of the European 
Union in 1 995. 

Few people, even those familiar with Finnish 
economic life, are aware of the true importance of 
this cluster of companies that sprang up within the 
Pellervo movement at the beginning of the 
century. In 1 998, for instance, the companies 
belonging to the Pellervo group had a combined 
turnover of FIM 60 billion (USD 10  billion), a 
staff of 45 000 and almost 1 .4 million individual 
memberships. In respect to turnover and 
payroll, they were in the same class as the 
telecommunications giant Nokia Corporation and 
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F A C T S  A B O U T  F I N L A N D 

Leading export countries 

Sweden 

Sweden 

German 
Federal 

Republie 

Others 

1900 

Great Britain, 
Ireland 

Russia 

1950 

U.S.S.R. 

1998 

__ """T_�
Germany 

and Northern 
Ireland 

United 
Kingdom 

Spun produets 
and textiles 

Pitprops and 
pulpwood 

Transport 
equipment 

Metals and 
manulaetures 01 

metal 
Machinery and 

apparatus 

Foodstulls 01 
an1mal origin 

Main exports 

I 
Paper' 

1900 

Planks and 
deals 

1950 
Various stones 
and earths and 

Ballens 

<lrtieles thereoj Others 

Chemicals and 
chemical producls 

1998 
Others 

Wood and wood 
products 

Transport 
equipment 

manulactures of 
metals 

Machinery 

Boards 

Wood and wood 
products 

Electrotechnical 
equipment 

Pulp, paper and 
paper products 
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the world's largest paper manufacturers UPM­
Kymmene. Neither do these figures include all the 
major enterprises established by or associated with 
Pellervo, like SOK, one of the leading retail groups 
in Finla nd, Tapiola ,  one of the largest mutual 
insurance companies a nd the Raisio Group of 
food producers. 

It has to be remembered that the so-called Pellervo 
companies do not form an integral, centrally man­
aged group even in respect to their aims and goals. 
Neither can this group of mutually competing 
companies with their fluctua ting and unclear  
boundaries be  directly compared to  Nokia , UPM­
Kymmene or other major corpora tions. Despite 
their similar historical origins, some Pellervo com­
panies have detached themselves in order to fulfil 
their basic tasks, like the SOK consumer-oriented 
cooperative. Others, like the cooperative banks, 
have lowered their Pellervo profile in response to 
the changes in the na ture of their business a nd 

customers. Ey the 1970s and 1980s there were 
more urban wage earners than rural  producers 
a mong the depositors. Neither was the cooperative 
society a sufficiently distinguishing feature and a 
number of companies in and around Pellervo have 
taken advantage of the joint stock structure in their 
opera tions. In addition, an historically significant 
part of the coopera tive movement, the so-called 
Progressives, already separated from the main body 
in the rnid-1910s, split away from the original 
body, closely identifYing itself with the aspirations 
of the labour movement, only to fali vic tim to the 
recession of the 1 990s. 

"By their own efforts, but 
joined together" 

D espite all these reservations, it still appears 
j ustified to talk of a distinctive Pellervo group of 
companies - much in the same way as  people 
formerly referred to the bank-dominated finan­
cial a nd industria l  camp or the business 
opera tions of the labour movement. It  is equally 

1 6  

justified considering these companies, involving 
hundreds of thousands of people, a combined 
turnover of tens of billions of markkas, and 
similar  origin, growth and operational dyna mics, 
as one group. 

Even the single fact that the present industrial 
fla gship of the movement, the Metsäliitto Group, 
is one of the largest wood-processing compa nies 
in this country as well as in Europe, leads one to 
ponder certain important and fascina ting ques­
tions. There are other similar  exa mples from 
everyday life, such as  tha t in 1 998 no less than 96 
per cent of all milk collected a nd processed went 
through cooperative dairies, tha t  Finla nd's largest 
da iry company Valio Ltd was the tenth la rgest in 
Europe, tha t 33 per cent of a ll deposits in Fin­
land were in coopera tive banks, a nd tha t  cooper­
ative mea t  processors controlled 69 per cent of 
the market. Size and economic weight a re na tu­
rally not the only, or even the most important 
criteria for measuring socia l  significance. How­
ever, there exist tota lly opposite ways of mea sur­
ing the societal role of the Pellervo movement. 
As a whole the question concerns the rura l  and 
farming origins of a movement tha t has done 
mare than a nything else to shape the everyday 
life of the ordinary people. The same agrarian­
based movement which, for exa mple, through 
far-reaching political manoeuvres in the 1 920s, 
united the development of the wood-processing 
industry to the interests of tens of thousands of 
small forest owners by restricting the forest 
holdings of la rge companies, thus preventing the 
country's vital natural  resources from falling into 
the hands of a centralised business oligarchy. 

Indirectly this can be considered one of the 
most important turning points in Finnish history. 
I t  crea ted the economic a nd politica l  basis for 
building a democratic, prosperous and industrial 
sta te, prevented it from becoming a n  export-dom­
inated oligarchy, and forced the wood-processing 
industry to seek its future through developing 
competitive technologies rather than depending 
on cheap raw materials. Nothing more graphically 
describes the composition of Finnish society than 
that the same party, which represented the "green 
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revolution", also produced the first president with 
a farming background, Kyösti Kallio, and which 
after the second world war played an integral part, 
for better or for worse, in shaping the country's 
economic and political system. 

Thus the Pellervo movement can be seen as 
part of the social process which has shaped the 
country's system and future, as well as assiduously 
laying the basis for it at the grassroots level. Thus, 
despite their common origins, it is no accident 
that the cooperatives based on agricultural 
producers diverged from those tied to the labour 
movement and consumers at a fairly early stage. 1n 
the background was the reality of deep conflict­
ing class interests, which can be crudely simplified 

in the question: Did the future of Finland and its 
people lie in socialism or capitalism? Or 
conversely, did those who identified their interests 
and ideas with private capitalism, see certain dan­
gerous features in the expanding operations 
and social emancipation of the movement of agri­
cultural producers after their early benevolent 
enthusiasm. A particularly problematic situation 
was seen in the all-important wood-processing 
industry, which the farmers together with their 
nationalistic, middle-class allies now began to 
besiege from two sides. First, the democratic and 
largely farmer-dependent government felt it was 
intruding between the large forest companies and 
the farmers who owned most of the forests (and 
thus the companies' sources of raw materials) in 
order to protect the latter from the bondage of 
free market forces. 

On the other hand, the collaboration of forest­
owning farmers (firstly in sales and ultimately in 
production) created a counterbalance on the 
market to the great wood-processing companies. 
The latter could no longer depend on a supply of 
cheap raw materials or, following the rise of the 
labour movement, cheap labour. 

1t is thus quite natural that Solitander, the 
spokesman of the great forest companies during 
the 1 930s, warned of the ambitions of cooperative 
enterprises and hinted at the damage that 
could be done by the accumulation of collective 
capital. He further remarked that although the 

resources 10 the hands of the state and the 
cooperatives were ostensibly for the benefit of the 
individual citizen, nobody had realised that the 
ever-growing burden of this capital worked 
against individual enterprise and in favour of 
collective operations run by more-or-Iess invisible 
owners. 

In Solitander's opinion, cooperative as well as 
state-managed enterprises were "subsidised 
collective activities" which weaken the dynamics 
of the market. He was in no doubt that a small 
country should develop on the basis of the free 
capitalist system and spurn all forms of 
"state-subsidised collectivism" .  Solitander 
expressed these views in a confidential talk to 
right-wing members of parliament at the 
legendary Helsinki restaurant Kämp in 1 935.  
Considering the fact that these were not just the 
private opinions of one man but those of a 
massive business based on the country's most 
important natural resource, accounting for 80-90 
per cent of its exports and thereby integrating 
Finland into the global economy, it profoundly 
affected the operating environment and policies 
of the Pellervo movement. 

Although the growing market position of 
Pellervo producers worked against socialism - and 
also in their opinion against state collectivism - it 
also appeared as a threat in the eyes of the defend­
ers of free capitalism. Thus the Pellervo movement 
- perhaps consciously - fell between the two main 
systems. By turning its back on both capitalism as 
well as socialism, it inevitably sought a third way. 
As the movement's founder Hannes Gebhard 
wrote in 1899 in his study of farmers' cooperatives 
in other countries: "In the shadow of these two 
systems and schools of thought - free competition 
based on selfishness and alienation, and from the 
misery this has created, socialism, which likewise 
will be the death of true individualism - there has 
unobtrusively arisen another way that also has its 
origins in the idea of freedom. 1t is the peaceful 
endeavour of the underprivileged, those suffering 
from the consequences of the untrammelled 
competition of capitalists, to improve their lot by 
their own efforts, but j oined together." 
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LÄH I VA K U U T U S 
I N S U R A N C E  C O M PA N Y 

The Pellervo Society considered the local insurance assoClatlOns 

an essential part of rural cooperation and first established the Vakava 

Reinsurance Company for the fire insurance associations and then the 

Kekri Reinsurance Company for the animal insurance associations. 

Their work is continued by the Lähivakuutus Insurance Company, 

which is among the six largest indemnity insurance companies in 

Finland. Although it still insures half of the farms in the country, it 

has extended its operations to all households and also corporate risk 

management. Lähivakuutus possesses a considerable collection of art, 

which includes some of the finest works of Finnish artists from the 

fin de siecle Golden Age onwards. 
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Albert Edelfelt's Woman standing on the balcony, 1884. Helene Schjerfbeck's Snapdragons, 1909. 
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Phases in the development of 
Finnish and Pellervo cooperation 

National welfare I 
Postwar reconstruction I 
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The Pellervo century can be divided into two periods 
of development, which offer quite different operating 
environments. The first was an open but developing 
market economy. The second a closed regulated 

economy. Membership of the EU marks the beginning 
of a third period with an open, market-oriented 
environment. 

The third way and the basic 
form of enterprise 

1940 

As a traveller along the third way, the Pellervo 
movement was naturally attacked from two direc­
tions. This position was not, however, without its 
advantages. 1n the global struggle between the 
two systems, the third roaders - those, perhaps, 
who wished to sit on both sides of the fence at 
the same time - may well have fallen into the gap 
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between. However, those grouped around 
Pellervo more often managed to exploit political 
and economic conditions and the need of other 
grol1pS for allies. The political power wielded by 
the small farmers meant that their Sl1pport was 
vi tai to both the capitalist and socialist camps. 

The labour movement, with its emphasis on 
the regulatory role of the state in economic life, 
enjoyed their sl1pport when arbitrary market 
forces had to be bridled in the interests of the 
mass-based cooperative enterprises or state 
companies working for the national (largely 
agricultural) good. And those in the opposite 
camp needed their support when the bourgeois 
social system was threatened - as in the 1 9 1 7-18 
civil war and after the second world war to 
withstand Soviet efforts to absorb Finland into its 
sphere of infll1ence. 

1n all these strl1gg1es, the cooperative move­
ment played a role that is diffic111t to exaggerate. 
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The same role could be  seen during the depres­

sion in the 1 930s when the cooperative banks and 
retail societies did much to alleviate rural distress. 
During and also after the second world war, agri­
cultural produce marketing cooperatives played a 
decisive role in the supply of food, which did 
much to ensure Finl and's later sel f-sufficiency. 
The cooperative banks were also essential in the 
resettlement of the 400 000 Karelian evacuees and 
war veterans at a time when plucky Finland was 
fighting for its life. 

ln particular, the need to maintain a united 
bourgeois front enabled the Pellervo movement to 
force private capitalism to compromises, though 
not without much gnashing of teeth. KOP Bank, 
established by nationalistic Finnish-speaking busi­
nessmen in 1 889 to undermine the power of the 
Swedish-speaking business elite, shared a similar 
ideological and socio-historical home as Pellervo. 
More importantly, however, they shared a number 
of key personnel like J .K. Paasikivi, who was vari­
ously secretary of Pellervo, general manager of 
KOp, prime  minister and ultimately president of 
the republic. 1n addition, those corporate repre­
sentatives who openly sought new and better ways 
of organising business life may well have been 
genuinely interested in the cooperative alternative. 
Solitander, despite his condemnation of ownerless 
capital , the supremacist aims of cooperation and 
"subsidised collectivism", left the door open when 
discussing more efficient means and models of 
econornic dynamics: "Cooperation, for instance, 
about which nothing was known in this country 
fifty years ago, has in many respects shown itself to 
be successful and of benefit to increasingly large 
numbers of peopl e." 

1n his reference to cooperative successes, 
this representative of shareholder and family 
capitalism was more accurate than he probably 
real ised. Even in the United S tates of America, 
the motherland of Rockefeller-style capital ism, 
whose tentacIes reach to all corners of the earth, 
cooperative enterprises have an important 
influence, although those whose thinking is 
geared to the Dow Jones index are averse to admit 
it .  Farmer-owned producer cooperatives are 

predominant in most produce markets in the 
United States (as they are in Finl and and Western 
Europe) , consumer-owned power plants supply 
electricity to one in eight homes, customer­
owner mutual insurance companies sell half of 
all life policies, renowned firms of l awyers, 
accountants and even investment bankers are 
frequently employee-owned cooperatives, and 
similar forms of incorporation are winning in 
other fields. 1n his book The Ownership 0] 
Enterprise, professor Henry Hansmann of Vale 
University describes the producer cooperative as 
the basic form of enterprise and the joint-stock 
company as just one variant: an investor-owner 
cooperative. 

Three paths to the third way 

The theory that the cooperative is the basic form 
of enterprise is just one of the many weighty 
reasons why it is important to consider the paths 
of development of cooperative enterprises and 
their socio-historical environment. The subject 
is tackled in this book by concentrating on 
one country, Finland, and one (and the largest) 
cooperative movement. 

Although, to a large extent, the Finnish exam­

ple follows the mainstream ofWestern European 
developments, there are aspects that make it 
particularly interesting. One of these is the coinci­
dence of the turning points in the Pellervo 
cooperative movement with the crucial economic 
events in Europe and the world. The cooperative 
enterprises that grew up around the Pellervo 
Society were founded at a time when inter­
national industrial capitalism was emerging as the 
dominant social and econornic system. The old 
and traditio naI methods of operating were no 
longer sufficient in a situation where external 
market forces were rendering the fanners, workers 
and even part of the emerging rniddle  cIass 
defenceless.And to countervail this threat, Pellervo 
and the "underprivileged", largely on the initiative 
of a sympathetic national istic intell igentsia, 
combined their forces to establish enterprises. 
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Birth & 
establishment 

Meaning 
(Kuisma) 

Ideology 
(Henttinen) 

Economy 
(Karhu) 

Grass roots 
organisation 

(Pohls) 

lH99 

Breakthrough 
& growth 

The historical periods of cooperation 
Two structural solutions have been used in the book. 
The first treats cooperation from three complementary 
approaches - ideological, economic and grass roots. The 
second solution studies the century-Iong period within 

The situation at the turn af the century is anal­
ogaus with the present one in that the interna­
tional economic and political system is again 
seeking a new kind of equilibrium. National 
systems once thought to be permanent are being 
forced to adjust to the demands of a supranational 
market. If the Finnish answer to a radically 
changed environment in 1899 was Hannes 
Gebhard's idea of cooperation, so the crisis of the 
1 990s has again raised the question of the 
complex relationship between coop eration, 
competition and capitalism. 

The aim of this book is to describe the century 
by concentrating on the birth, rise and main 
turning points of the Pellervo cooperative group. 
The basic idea is to link historieal analysis to the 
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Consolidation 
& concentration 

Adjustment 
& decentrali­

sation 

1999 

each of the three themes through the four essential 
historical periods - birth and establishment, breakthrough 
and growth, consolidation and concentration, and 
adjustment and decentralisation. 

interaction of business operations, ideologies 
and power structures with loeal, national and 
international developments, and to discover the 
charaeteristic Pellervo response to the opportuni­
ties and threats contained within this complex 
totality. This has a particular relevance because, 
with the deepening of European integration, 
cooperative enterprises are faced with one of the 
most serious crises in their history. Thus the 
understanding of background and historical 
origins gained through the eritical analysis of 
long-term developments will help identifY and 
eounter fmm e  challenges. At the very least it will 
offer a more general framework in which to 
analyse the creatiol1 and operations of individual 
enterprises in sufficient depth. 
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Such a task is both ambitious and extremely 
laborious: even the in-depth study of one 
company in all its complexities is an arduous task, 
not to mention a totality like Pellervo which 
includes a group of companies operating in a vari­
ety of fields, a broad popular movement with all its 
local and national nuances, in addition to an 
ideology difficult to define, the political and 
economic influence and expression of which has 
varied both in time and manner. For this reason it 
has been necessary to limit the perspectives and 
approaches to the subject, and also to admit that 
the innumerable questions, events, phases and 
people left out may well appear essential when 
viewed from another angle. 

The choice of perspective is always a question 
of interpretation. 1n this case it developed out of 
a three year project entitled Cooperation, competi­
tion and the challenge of capitalism. Pellervo cooperation 

and Finland 1 899- 1 999, which favoured the three 
above mentioned approaches. That is, that the 
three central elements in the idea of Pellervo 
could be condensed into corporate operations, 
popular movement and their ideological-political 
ties. Thus the book consists of three independent, 
but closely interlinked studies; three different 
paths from three different directions that converge 
in the analysis of the historical significance and 
role of the third way represented by the Pellervo 
idea . The second strategic solution in the study 
was to concentrate on the movement's main 
historical periods: birth and establishment (turn of 
the century) , breakthrough and growth 
(1 900-1 940 and 1 930s) , consolidation and 
concentration (from 1 940s till mid-1980s) , and 
adjustment and decentralisation in the face of 
global competition and European integration 
(mid-1 980s onwards) . 

Annastiina Henttinen's "Searching for the 
third way" focuses on the centres of political and 
economic power. Part of her study considers the 
Pellervo movement from the point of view of its 
ideological, political and social strategies: as one 
way Finland and Finnish society responded to 
national and international pressures. The study 
concentrates on the principal influencers, leaders 

and ideologies, and an analysis of the power 
relationships and networks in the Finnish system. 
1t deals, on the one hand, with market-oriented 
capitalism, and on the other hand with the third 
way which rejects the socialist model and ties to 
combine creative and free enterprise within the 
dynal11isl11 of cooperation. 1n doing this, Hentti­
nen moves in an area in which l11any of the l11ain 
events of Finnish history - Russian repression, 
civil war and the threat of Sovietisation - intersect 
in an interesting way. Similarly the political 

connotations of the idea of neutrality honestly 
furthered by the Pellervo movement recelves a 
natural historical interpretation. 

Sami Karhu's "The cooperative economy 
and its strategies" is concerned with corporate 

activities. The aim is to describe the position and 
phases ofPellervo corporate operations in Finnish 
econol11ic life, describe the common and 
differentiating features by analysing the internai 
and external factors that influenced their 
developl11ent and successes (or failures) . He goes 
on to discuss the role and aims of the Pellervo 
Society, the establishl11ent and leading position of 
the central societies, capital management, the 
close connection between protectionist regula­
tions and the Pellervo food industry, and the rise 
of the agricultural producers organisation MTK. 
Karhu also deals with the relations between man­
agers and owners, companies and the state, the 
radical changes in the competitive environment 
during the 1 990s, as well as the contradictions 
between producer and consumer cooperatives. 

Essentially, Karhu's essay is not a history of 
individual companies or a corporate chronology. 
This collective history of Pellervo operations and 
strategic choices by no means replaces corporate 
histories of which many have been, or will be 
written. The in-depth research which the history 
of individual enterprises allows (and which, for 
practical reasons, was impossible to include here) 
also offers a better opportunity for finding 
exhaustive answers to l11any of the important 
questions raised in Karhu's study. 

Maritta Pohls's "A people's movement in 
Kuortane" is a grassroots study. It takes the 
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Pellervo Society away from the metropolitan 

professors and businessmen to focus on one of 
the rural communities it was created to save. I n  
concentrating o n  "small" and "local" issues, Pohls 
seeks the answers to such broader issues as: Was 
the Pellervo idea j ust a mass movement 

subsidised from above? Was it really possible that 
the centre (Helsinki) alone could bring into 
existence a popular movement embracing 
hundreds of thousands of motivated people, the 
importance of which was crucial to the 
economic and social development of the 
countryside? What was the significance and role 
of the local tradition of working together, local 
initiative, economic, political, individual and 
collective interest, ideas and ideologies in the 
great and many-sided process that gave birth to 
the popular movement and its local, provincial 
and nationwide enterprises? 

Whereas Pohls approaches the subject through 
an in-depth study of one locality, Henttinen and 
Karhu move in the world of corporate leaders, 
government and interest groups. Pohls creates 
a picture of the modus operandi of a local commu­
nity - as well as the interaction oflocal, provincial 
and national elements on the birth, growth and 
local consolidation of Pellervo cooperation 
-through using the community of Kuortane as a 
laboratory, something that could not have been 
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achieved through a general study embracing the 
whole country. 

* * *  
Three views of the Pellervo movement and at the 
same time three paths to the third way, which is 
one means of obtaining an overall picture of an 
important societal phenomena. By following each 
path, answers, images, interpretations are obtained 

and, perhaps, more new questions raised that 
demand new answers. By travelling all the paths the 
picture becomes clearer, but never complete. For 
this reason it is useless trying to weave together the 
tens of threads that these three essays offer together 
and separately. The stories speak for themselves. 

One impression that emerges from the whole 
is perhaps worth emphasising, although in doing 
so there is the danger of stating the obvious: the 
victories and defeats experienced by the Pellervo 
movement reveal that the century - if not 
centuries - long debate concerning the correct 
relationship between market forces and publie 
interest, competition and cooperation, national 
and international, local and global, has yet to 
be resolved. It also shows that, in addition to 
political movements, this debate concerns 
companies seeking improved operating models, 
civic organisations demanding greater justice, and 
the whole of civil society. 



H A N N E S  
P I O N E E R S  O F  

A N D  
P E L L E RV O  

H E D V I G  G E B H A R D : 
C O O P E R A T I O N  

Hannes and Hedvig Gebhard are considered 

by most to be the architects of Finnish 

cooperation. Without their industry and 

enthusiasm it is doubtful that the movement would 

have grown so quickly. 

Both of them were typical late nineteenth 

century Finnish intelIectuals. Hannes Gebhard, who 

had taken his PhD in history at Helsinki University 

in 1 890, was fired by the nationalism of the age. He 

realised that the emerging Finnish nation would be 

predominantly agrarian because its people mostly 

gained their livelihood from the fields and forests. 

Whilst accompanying his father, a forest officer, 

on his journeys around the country, he had 

Han nes and Hedvig 
Gebhard on their 
honeymoon in 
Copenhagen, 1 891 . 

experienced at first hand the misery of the crofters 

and peasants. 

Hedvig Gebhard came from a merchant family. 

After grammar school she continued her education 

in S tockholm. returning to Helsinki upon receiving 

special dispensation to study at the university. At that 

time only a very few women were alIowed into 

this prestigious seat of learning. Being Swedish­

speaking, Hedvig had to take Finnish lessons from 

Dr Gebhard in order to acquire the necessary 

competence. They felI in love over their textbooks 

and were married in 1 891 . Hedvig gave up her stud­

ies in order to help her husband in his researches. 

Ultimately Hannes Gebhard abandoned history 
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in favour of the more practical subject of the role of 

agriculture in the national economy. When he 

received a scholarship to study farm economics in 

Germany and Allstria, Hedvig accompanied himo 

She proved of great assistance in collecting material 

in libraries, as she was more linguistically gifted than 

her husband. 

Concern for the nation's future 
Their European travels sparked off an interest in 

cooperation. This, they soon realised, was the means 

by which the conditions of the underprivileged 

members of society could be improved. For Dr 

Gebhard, cooperation offered a way for fanners to 

increase productivity and make their holdings 

viable. Though sharing her husband's beliefs, Hedvig 

Gebhard, was also concerned with the plight of 

women, especially housewives, and felt that their 

work demanded full recognition by society. 

I ncreasingly repressive measures by the Russian 

authorities culminated in the February Manifesto of 

1 899, which seriously undermined Finland's 

autonomous status. This gave rise to a gigantic 

protest movement. The Gebhards, like most other 

Finns, believed that some compliance was the best 

policy as Russia was too strong to resist. 

The most effective way to strengthen the nation 

and increase its awareness was through improved 

education and greater prosperity of its majority, the 

smallholders. This was the same idea as the Finnish 

philosopher J.W Snellman had preached since the 

mid-1 9th century. From this came the idea of 

setting up the Pellervo Society (in 1 899) to spread 

the idea of cooperative enterprise throughout the 

country. In concrete terms this meant establishing 

cooperative enterprises and giving them all possible 

support and advice. 

The Pellervo Society 
I t  was a matter of course that Hannes Gebhard was 

elected chainnan of the board of the Pellervo 

Society, positions he held for the next twenty years . 
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Althollgh Hedvig had no official position 111 the 

Society, she was Hannes's faithful assistant and the 

anonymous author of many of its publications. Few 

had her deep knowledge of the international 

cooperative movement, and she reported its 

activities in the Society's newspapers and pamphlets. 

The fields closest to Hannes Gebhard were 

Hankkija and the cooperative bank OKO, because 

the one provided the fanners with their agricultural 

supplies and the other the loans to improve their 

farms. He helped in planning the operations of these 

companies and was managing director of OKO 

Bank until his death. 

He was, at least to begin with, less enthusiastic 

about the retail cooperative societies, considering 

them unworthy of any great sacrifice as they 

did little to enhance the national economy. 

Nevertheless, when SOK was established he wished 

it to be included in the Pellervo family. Hedvig 

Gebhard, on the other hand, recognised the 

importance of consumer cooperation to women 

and its potential for improving their lot. She was 

elected to the supervisory board of the Helsinki 

workers' cooperative society Elanto. When the 

movement split into progressives and neutral, she left 

Elanto to join the sllpervisory board of SOK where 

she remained until the age of 8 1 .  

Working for Society 
Both the Gebhards were active in the Finnish Party, 

particularly in social questions, and they were 

elected to parliament in Finland's first democratic 

elections in 1 907 . As such they were the first 

married couple in the civilised world who took part 

in fonnulating legislation.The work ofbeing an MP 

did not sllit Hannes' impulsive nature and so he 

refused to stand for re-election in 1909. 

Hedvig Gebhard also resigned then to look after 

their three children and the no less arduous task of 

cooperative propaganda. In 1 9 1 9, however, she 

returned to parliament where she remained until 

1 929. In such issues as the position af women and 

other social questians, Hedvig was more interested 

in getting things done than following the party line. 



Hannes Gebhard (1 864-1 933). 

Outside parliament she was an active l11ember of the 

feminist Women's Union, helped in prol110ting and 

organising domestic science education, and served 

for a long time as chairl11an of the editorial board of 

the influential women's magazine Kotiliesi. 
From 1 898 to 1 908 Hannes Gebhard was secretary 

of a state committee established to study and survey 

farl11ing conditions and draw up land redistribution 

proposals. His university post as professor of agricul­

tural economics allowed hil11 to amass the knowledge 

on which his whole life's work was based. 

Principles 
The Gebhards were responsible for introducing the 

principles of international cooperation into Fin­

land. This was by no means an easy task but, as 

Hannes often said: "I t  l1111st be a bad thing if 

nobody opposes it ." 

Although the starting point in cooperation was 
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Hedvig Gebhard ( 1 8 6 7-1961). 

voluntariness, the Gabhards thought i t  so important 

that persl1asion was jl1stified. Democracy was also 

difficult for many to swallow; how could a wealthy 

farl11er negotiate on equal terms with a crofter? 

Loyalty to an idea that had been accepted as just 

and right, was another important principle. Political 

neutrali ty, too, belonged to cooperation even 

though the Gebhards were themselves fairly 

politically committed. The principles of knowledge, 

working together and social respol1sibility were, 

however, the most essential. 

Pellervo believed that Finnish goods could 

compete on the international market on the basis of 

quality alone, likewise quality was decisive in the 

goods required by agriculture. Thus product 

development played a major role in the work of 

local and central cooperative societies. Knowledge 

was also essential and lectures by experts became the 

star turn at coop meetings. 

The Gebhards saw cooperation as a network 

linking localities to the centre and vice versa. If local 
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coops cOllld influence the state, this wOllld reflect in 

improved circumstances. Likewise inter-society 

cooperation was important, or as Hannes put it: 

"Let's be as servants to each other." 

Thanks to the Gebhards, the Finnish cooperative 

movement had extensive international contacts. 

Hannes was greatly interested in lreland and 

D enmark, because of their similarities to Finnish 

conditions. Another country of interest was 

Germany, in particular EW. Raiffeisen's cooperative 

banking organisation. H edvig was greatly 

influenced by the writings of the indefatigable 

English social researcher B eatrice Potter. 

The Pellervo Society joined the International 

Cooperative Alliance, channelling the ideas of the 

global movement to the people of Finland. 

As an idealist, Hannes Gebhard believed in the 

triumph of cooperation. For some time this seemed 

possible, but later when it failed to materialise in the 

way he envisaged, his disappointment was profound. 

The consumer cooperatives split into progressive 

and neutral fractions. The Swedish-speakillg 

societies separated from the Finnish-speaking ones. 

Cooperative slaughterhouses were established that 

were onl)' cooperative in nal11e. The state-supported 

farl11ers' associations were not sllfficiently coopera­

tive-oriented, preferring to establish limited 

companies owned by their board members. 

In 1 9 1 7  a disappointed Hannes Gebhard resigned 

from the Pellervo Society. Although his bitterness 

was great, he never withdrew his support for 

the small farmers. In 1 922 he founded the egg 

exporting cooperative Vientikunta Muna (nowadays 

Munakunta) in the belief that chicken raising wOllld 
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prove a useful sllpplel11ent to farmer households. 

And about the same time he set up the Central 

Union ofSmallholders to defend the interests of this 

group. 

Hedvig Gebhard, however, did not take such an 

extreme stand: "Differences of opini011S are 

considered as a sign of weakness, bllt not so in 111Y 

opinion, though 1 '111 naturally pleased when they 

can be resolved. Life's like that; the ordinary lives of 

people are full of light and dark l110ments. And it's 

the same in society, there are always conflicts and 

contradictions, so how could it be different in the 

cooperative l110vel11ent?" 

Two people 
In their own special way, both the Gebhards were 

conscientious idealists. Hannes was a fOllntain of 

ideas, a planner and organiser of great vision. 

Hedvig was more practical and particular, a 

conscientious achiever, more fem.inine than 

el11ancipated fanatic, whose presence ensllred that 

things got done. 

In one respect, however, Hedvig was unflinching: 

Cooperation meant solidarity, equality and working 

together, in which there was no difference between 

l11en and women. Hannes, on the other hand, was 

always certain of his opinions and his evalllations 

of conditions and people. He was a man of dear 

judgement, with equally strong sympathies and 

antipathies. Such gifted people are always like a 

l11ultifaceted crystal, which sparkles in different and 

often conflicting colours. 
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THE MARKET ECONOMY 
CHALLENGED 

A national e mergency 

T he idea of the Pellervo Society came 
into being in the spring of 1 899, 
a time of great grief, nationai 
awakening and hope, in the words of 

Dr Hannes Gebhard, one of the prime movers of 
the Pellervo cooperative movement. At the time, 
Finland was an autonomous grand duchy of the 
Russian Empire. In February 1 899 the tsar had 
issued a manifesto that shook the legal basis of 
Finlandls autonomy, spreading unease and forcing 
intellectuals to take action. The new situation 
raised the spectre of Russification, which would 
jeopardise the culture and national existence of 

Finland. The response called for a private 
organisation for popular education and 
enlightenment, and in Finland one answer was 
found in the cooperatives. They could act as a 
shield for Finnish culture, for it was felt that the 
authorities could not disband a socially and 
economically constructive movement of this kind. 

Finnish intellectuals were concerned about 
Russian rumours of a land reform, which might 
alienate the rural poor from the united national 

front led by the educated classes. The Russians 
wanted to show how the tsar took better care of the 
Finnish poor than its own leaders. This meant that 
effective means soon had to be found to improve 
the educational and economic standards of the 

common people. In the summer of 1 899, when 
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patriotically inspired university students went out 
into the countryside to lecture to the people, they 
also took upon themselves the task of proclaiming 
the importance of econom.ic cooperation. 

The budding cooperative movement would 
certainly have emerged in Finland before long, 
even if no proclamation such as the February 
Manifesto had been issued. But action would 
hardly have been taken so quickly had the 
Manifesto not shocked the Finnish intelligentsia 

and "revealed the great failings in the position of 
the nation's poor". Just before the Manifesto was 
issued Gebhard published his trail-blazing book 
on farmers' cooperatives abroad. In Ireland, which 
also suffered from foreign rule, Gebhard had 
realised that cooperatives were the only answer. 
Ireland and the Irish Cooperative Organisation 
Society (ICOS) , also provided the model for a 
central organisation of cooperatives, the future 
Pellervo Society. Founded in the autumn of 1 899, 

the Pellervo Society pointed the way for the 
cooperative movement in Finland and, in 
practice, was instrumentai in launching it. 

Since the Russian authorities had branded 
ideological popular education as anti-Russian 
nationalism, the leaders of the cooperative 
movement had to operate with tactical wisdom 

Edward Isto's painting The Attack, 1 899, 
depicts a two-headed eagle symbolising 
Russia trying to wrench the constitution 
law from the hands of the Maid of F in land.  
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and keep a low profile. The solid anchoring of the 
movement in the Finnish countryside would make 
it a difficult opponent for the authorities. It would 
not be easy to disband a networked economic 
movement with deep roots among the people.The 
Pellervo Society's policies were marked by a 
certain caution, since its travelling advisors in the 
countryside could face problems as the authorities 
tried to ban public lectures. Its magazines and 
advisors were told to use great caution in 
discussing the Society's work. The Russians, for 
example, opposed the planned central credit fund 
for the rural credit societies, OKO Bank. The 
Russian governor-general believed the fund 
would develop into a forum for anti-Russian 
propaganda. When this scheme was finally realised, 
the members of the Finnish Senate were still 
calltiolls of appointing people to the board of 
OKO (1902) who the Rllssians thought were 
llndesirable. The Senate, however, took a 
favourable position regarding the Pellervo 
movement, and was instrumental in the qllick 
passing of the Cooperative Societies Act ( 1901 )  
and related legislation. 

The apolitical nature of the cooperative 
movement was underscored in order to hide its 
activities from the sllspiciollS allthorities. The 
uniqlle role of the movement in the national 
resistance of these years was said to have come from 
its economic agenda, which was pro-market 
economy and explicitly non-political. It was realised 
that the allthorities could hardly oppose the 
increased affillence and political pacification of the 
common people. Hannes G ebhard's programme 
won Sllpport among Finns especially becallse it was 
felt necessary to rally the people after the Manifesto 
and that the cooperatives were believed to reinforce 
the national front. For the Old Finns, the sllpporters 
of the Finnish Party who believed in consenting 
to Rllssian demands, contacts with the Finnish­
speaking commoners were important for purely 
selfish political reasons. The Old Finns had been 
scorned by the Constitlltionalists who took a more 
radical stand on Rllssian demands. The cooperative 
movement wOllld help them to break Ollt of their 
political isolation. 
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The cooperative movement was thllS intended 
to bllild a bridge between the edllcated classes 
and the common people. It was also meant to 
foster brotherhood among the classes locally and 
to llnite the politically divided intelligentsia 

behind commonly shared patriotic objectives. 
OKO was founded by a wide range of people 
representing agriclllture, trade and indllstry in the 
spirit of llniting the different classes of society. 
Ideal sitllations at the local level were ones in 
which people from different classes wOllld come 
together to establish a cooperative and in which 
an estate owner wOllld also enrol his tenants and 
pay their shares. Cooperation was not meant for 
freeholders alone, as the workers were expected to 
establish retail cooperative societies. These 
became the type of cooperative most prominent 
in integrating the different groups of society. The 
Pellervo Society, however, did not initially support 
retail cooperative societies in the cOllntryside 
because of its dOllbts abollt their viability. Farm­
ers were encouraged to arrange the joint pur­
chases of goods and equipment throllgh other 
forms of cooperative. 

Cooperatives and popular 
education 

The Pellervo cooperative movement strongly 
relied on the old Finnish tradition of poplllar 
education as its glliding light, as well as the more 
recent Grundtvigian spirit of self-sufficiency and 
self-edllcation. Like the Rural YOllth Movement, 
the cooperative movement also saw the 
education of the individllal as a precondition of 
social progress. The cooperatives represented a 
new kind of practical poplllar edllcation, for their 
goal was to lead the people throllgh edllcation, 
bllt even more through private initiative, to 

intellectllal and material well being. In addition 
to lecturing on morals and patriotism, there was 
also the desire to alleviate the physical distress of 
the common people. 

The credit societies, the preCllrsors of the 
cooperative banks, were specifically regarded as 



educational institutions for farmers, a kind of social 
school for civic skills and moral backbone. When 
auditing the local funds, OKO's advisors would also 
investigate the degree of temperance, honesty and 
educational activity. The model for the credit 
society movement was the one established by F.W 
Raiffeisen in Germany, as this was thought to 
contain a sufficient degree of moral values. The 

managers of small local societies knew all their 
members, and the reliability of borrowers and their 
use ofloans were monitored. Members were jointly 
responsible for the financial obligations of the 
society; there were no dividends and the property 
was held in common.The objective here was moral 
education rather than economic advancement. 
The actual producers' cooperatives placed more 
importance on the study of market sense and skills. 

Many of those higher up the social ladder 
would have placed more weight on the Pellervo 
Society's moral education. Soon after their initial 
enthusiasm, the attitudes of some intellectuals 
cooled down and their contribution to the 
Society diminished. Some feared that the 
cooperatives would compete with their own busi­
nesses and organisations, while others remained 
alien to the whole concept of cooperation. From 
the outset, a section of the educated classes 
doubted the sense of measures intended to 
improve the economic conditions of the common 
people and found the cooperative agenda 
altogether too radical . For many, spiritual and 
moral education were more familiar than the 
materially ori en ted cooperative ideology. Adult 
education institutes had initially debated whether 
it was at all proper for them to include a practical 

subject, such as cooperative operations, in their 
curricula. The Pellervo Society finally managed to 
win acceptance among the adult education 
institutes, the agricultural schools, and the youth 
and temperance movements. 

The third way 

In his 1 899 bo ok on farmers' cooperatives abroad 
Hannes Gebhard admitted that free competition 
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had created wealth. But brutal competition has also 
freed man of all collective responsibility and had 
lead great numbers into the slavery of accumulated 
capital. This had led to the emergence of 
revolutionary socialism. Gebhard, however, focused 
more on the cooperatives, an emerging form of 
economic col1aboration between citizens. He felt 
that they, too, were the outcome of the undesirable 
consequences of ideas of freedom. 

The goal was a third way, with cooperation 
coming between the poles of capitalism and 
socialism. The Pellervo Society acknowledged that 
economics dictated politics, but unlike the highly 
vocal Marxists of the time, they wanted to build a 
new society peacefully, basing it on the free will 
and moral evolution of people instead of the laws 
of nature. For them, the cooperatives were an 
independent movement that would slowly, step by 
step, reconstruct the economy. The interests of 
consumers demanded that the cooperatives 
expand into industry and take over one sector 
after another. In maintaining the independence of 
the farmers, the cooperative movement had to 
create strong marketing organisations and indus­
tries for processing farm products. The new world 
order would create a sounder society by doing 
away with superfluous factories and commercial 
enterprises. It would reduce the number of people 
living on capital gains and trading profits, and 
would swell the ranks of those living from their 
own labour. The cooperatives were an economi­
cally and socially more advanced form of 
enterprise that no power on earth could resist. The 
confidence of the cooperative activists expressed a 
faith in the inexorable progress of society similar 
to the views of the socialists. In Western Europe 
this new ideology had even been named the 
"cooperative faith". Its supporters hoped that the 
contradictions between labour and capital would 
be dissolved through cooperative action and that 
the capitalist system would take a more socially 
oriented character without violence or even state 
intervention. 

The Pellervo movement found itself in the 
crossfire between the main ideologies of society, 
for its rhetoric included sharp criticism of private 
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shopkeepers and merchants, whose 
business operations were often branded 
as unscrupulous. 1n a similar vein, Valio, 
the butter export organisation of the 
local cooperative dairies, was criticised 
by private butter distributors. The coop­
eratives and their members were also 
accused of defaming the morals of private 
bl1sinessmen, of trying to eliminate shop­
keepers, of utilising officials hired with 
govermnent funds and gaining tax benefits 
for cooperative societies . Businessmen also 
stressed the need to respond to competition 
from the cooperatives by grudgingly giving 
them some recognition. The Gerl11an cooper­
atives had been accused of straying from the prin­
ciple of self-help by accepting government subsi­
dies. There, too, the cooperatives were claimed to 
lead the middle class to ruin and it was demanded 
that they pay higher taxes. Thus for a long til11e 
the state, the church and the political parties had 
opposed the cooperative movement. 

The cooperative l11ovel11ent sought to protect 
the interests oflabour and to reduce capital income. 
A cooperative was not a union of capital but of 
individuals, intended to improve the conditions of 
its l11embers through their collaboration. The idea 
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The Helsinki  U n iversity's Student House 
where the Pellervo Society was founded in 1 899. 
Pages from the minutes of the Pellervo Society's 
inauguration meeting. 

of the fruits oflabour belonging to the workers, the 
dream. of a just division of income and freedol11 for 
workers were al110ng the socialist-oriented values of 
agricultural cooperatives. On the other hand, the 
cooperative movement was marked by very conser­
vative values. 1n Finland, it was at the same time a 
socially and economically radical agenda of reform 



and a movement reinforcing national and political 
loyalty, social stability, private ownership and morals. 
1t looked both forwards and backwards. 1n the 
future, even the rural poor would be functionally 
bound to the markets and their small contributions 
would accumulated into large amounts of capital. 
Old world values were sought through the hope 
that cooperation would restore communality, blur 
elass distinctions and reduce the farmers' desire to 
give up their communities and occupations. 

The leaders of the cooperative movement 
shared certain conservative values with those who 
wanted to preserve the existing social order. 
Cooperation was the ideology of many of the 
vaIues of economic liberalism, such as industry, 
frugality and self-help. Despite its strong desire for 
change, the cooperative movement was conserva­
tive, for it took the existing economic system as its 
starting point, competed with other enterprises, 
respected private property and through spreading 
the money economy reinforced the basis of the 
whole system. The most far-reaching visions of 
the movement were radical but not revolutionary 
in any violent sense. The cooperatives were 
regarded as being eloser to other reform move­
ments. The non-socialist cooperative activists 
maintained that the movement did not seek to 
Ievel conditions of ownership, ie, make everyone 
equally affiuent; they only sought to improve 
their members' economy gradually. Cooperatives 

inspired their members to enterprise, 
seIf-sufficiency, and efficiency in production and 
improved quality. They also instructed members 
in careful animal husbandry, hygiene and punctu­
ality. They created a "capitalism with a human 
face" through their ownership structures and 
educational work. 1t had long been customary for 
poor business principles and outright cheating to 
be part of the farmers' code of practice. 

The agrarian-national and the 
industria l-international fronts 

The Finnish bourgeoisie had conflicting views of 
the basic political issues, the future of the nation 
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and the role of economic life. The basic division 
ran between the agrarian-national and the indus­
trial-international positions. The proponents of 
farming felt that the growth of industry was a 
threat. There were heated exchanges of opinion 
between the camps, because anti-capitalist senti­
ment and land reform ran parallel in Finland. As 
the largest group of forest owners, the fanners 
also owned the source of raw material for the 
nation's main export industry. C ooperative 
ventures permitted the nationalist agrarians to 
raise the status of agriculture and to correct the 
"wrong course" of the 1 9th century, which had 
reinforced industrial capitalism and the workers' 
movement. 

Only a few of Finland's leading businessmen 
served, temporarily, in executive roIes in the 
Pellervo movement. Despite the suspicion of the 
Finnish-minded agrarians towards industry, the 
executives of the Pellervo Society ineluded a few 

bankers and industrialists . Professor A. O. Kairamo, 
who was an executive of a forestry company 
founded in the early 1 9005, had the most 
interesting connection with industry. The forest 
industry in particuIar was criticised in Finnish­
minded cireles, and KairanlO himself was a mem­
ber of the Finnish Party, which was critically 
disposed towards capitalism. He was an important 
figure in the early stages of the Pellervo 
movement, chairman of the board of Hankkija  
(1908-1928,) and a prominent agrarian politician. 
The industrialist and large-scaIe farmer H. G .  
Paloheimo was another important businessman 
among the executives of the Pellervo Society. 

Critics were not slow to note the connections 
between Pellervo and the forest industry. Hannes 
Gebhard himself had been one of the sharpest 
critics of the forestry companies' land purchasing 
policies. 1t was no surprise that some of the 
Society's representatives came under public criti­
cism when their Iinks with the forest industry 
became known. 

The new parliament, based on universal 
suffrage, provided good opportunities to serve the 
interests of the agricultural sector. The electoral 
reforms of 1906 had almost completely done away 
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with the political status of the nation's old elite 
groups and also with the former sympathy for the 
forest industry. Legislation restricting land 
purchases by the forest industry, passed in 1 9 1 5  
and ratified i n  1 925, halted the invasion o f  the 
farmers' forests, and made the industry dependent 
on the farmers for its raw material. This had 
far-reaching effects ,  for it ensured the wide 
distribution of forest income among the 
freeholders and laid the basis for future significant 
cooperation in the forest industry within the 
Metsäliitto cooperative. 

The specific features of the cooperatives did 
not always make it easy for private businessmen 

and the cooperative activists to agree. 1t was not 
until the 1 920s that the old idea of farming and 
industry being opposing poles gradually gave way 
to a national economic perspective and the agrar­
ians' aggressive attitude towards industry began to 
soften. Mutual understanding among non-social­
ist agrarian and industrialist circles was largely 

facilitated by legislation on forest reserves. 

Cooperatives and keeping 
farmers on the land 

The expansion of the smallholder class was largely 
argued for in terms of social policies, and later 
as a political and productive necessity. 1t was 
important to keep the landless population on the 
fanns so that they could earn their livelihood. The 
social problems of the rural communities were 
loss of land and economic distress within the 
mechanisms of the market economy. Farmers 
were therefore urged to join forces and to study 
cooperative action, or risk joining the mass of 
landless country people. The farmer ideology 
relied politically on the idea that the smallholders 
were a moderate class that wished to preserve 
society and had to be reinforced against the 
degenerating influence of the industrial localities. 
This ideology was also influenced by Finland's 
position as part of the Russian Empire and fear of 
revolutionary socialism. 

Pro-smallholder policies had to improve the 
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status of farming and raise the self-esteem of the 
farming population. The unfortunate aspect of 
swindles, for example, in the seed or fertiliser 
trade was the fact that they eroded the farmers' 
confidence in the profitability of their work. One 

of the overall tasks of the Pellervo movement was 
to demonstrate to fanners that their work was 
valuable and profitable. The productive aspects of 
the smallholder ideology were further underlined 
when a crisis arose in the supply of foodstuffs 
during the first world war. Bitter experiences of 
restricted grain supply and other factors raising 
the self-esteem of farmers charted the economic 
course of newly independent Finland, which now 
sought to be self-sufIicient. 

The years of political repression were an 
important period for the organisation of the 
cooperative movement and its propagation. The 
social problems, which the cooperative movement 
sought to alleviate, were older and of a deeper 
structural nature. The "trap" of capitalisl11 and 
exclusion from society were problel11s to which 
the workers responded with their own l110ve­
ment. Protection for the farmers was sought in 
the cooperative l110vement. The purpose here was 
to obtain land for the landless with the aid of 
purchasing and credit unions and to keep the 
existing farmers on the land through cooperative 
dairies,  credit societies and other types of 
cooperatives. It was important to bind the newly 
independent crofters and the already independent 
farmers to the cooperatives to ensure their stiIl 
uncertain future. 

1n the public forum the same l11en who 
participated in the Pellervo l110vel11ent addressed 
the problem of the landless population. The 
Society's prominent agrarian politicians felt that 
the redistribution of large areas to the landless 
with complete rights of ownership had only led 
to the land falling into the hands of companies 
and businessmen. As an alternative, they offered 
the cooperative. 1n the land-purchase coopera­
tives the farmers were not to receive personai 
right of ownership to the land distributed to 
them until the cooperative's state loan had been 
fully repaid. By improving the conditions of 
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PELLERVO PERSONAL NETWORKS (in 1 909, 1 938, 1 969 and 1 998) 

Connectians between the cooperative societies and 
Pellervo are based on the societies' membership of 
the Pellervo Society. In other respects they are purely 
"personai un ions" without a ny background i n  
company or org a n isation membe rship or ownership. 
The line between the organisations indicates that 
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livelihood, other forms of  cooperative activities 
would make the farmer stay on the land. There 
had to be some certainty that the land would 
remain unencumbered. An independent small­
holder could easily fall into debt and under the 
control of financiers. 

The lack of credit institutions for farmers, the 
power of loan sharks and the resulting acquisition 
of farms by businessmen had already alerted the 
leadership of the Finnish Party in the early 1 890s . 
P lans had been drawn up for local credit institu­
tions based on joint-stock companies. The credit 
societies came to be se en as a remedy to the curse 
of giving up the land. If a farmer could obtain 
proper credit he would not have to sell his pro­
duce or land at cut-rate prices in times of distress. 

N either would he have to borrow from those 
who only sought to lay their hands on his prop­
erty. The credit societies were meant to compete 
with the loan sharks and traders, who easily 
gained possession of the smallholders. The new 
"milk mills" were a new, regular source of 
income, but without credit from the cooperative 
loan fund the farmer could not yet dear fields or 
improve his property. The unsuccessful farmer was 
increasingly tempted to leave the land. 

The problem of the crofters, or tenant farmers, 
began to 100m as larger numbers of them were 
threatened with eviction or expulsion from their 
farms. Land-rent legislation had to be reformed to 
permit the crofters to remain as "happy" cultiva­
torso The crofters were important for the agrari­
ans, because they were politically aware and often 
skilled and successful as farmers. It was feared that 
a socially aware crofter dass would become radi­
calised. They were also regarded as potential 
smallholders and future solid citizens. The agenda 
of the Finnish P arty regarding the crofters was 
highly reformist, and the leading figures of the 
Pellervo Society played an important role in solv­
ing the whole crofter issue. 

When the conversion of the crofts into 
freeholds began, the Pellervo Society dosely 
linked the issue to the organisation of 
cooperatives. The redivision of land was to be 
combined with cooperative organisations such as 
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credit societies and dairies . ln  1 9 16 the 
cooperative credit societies had begun to grant 
long-term loans for the purchase of crofts and 
the establishment of new farms. The Society 
regarded the crofters ' membership in 
cooperatives as important for the marketing of 
produce and the purchase of farming imple­
ments and equipment. The credit societies made 
it possible to improve properties and to repay 
state loans. There was also the political potential 
of making the crofters j oin the ranks of other 
farmers via the cooperatives. Until then, i t  had 
been felt that the crofters had remained 
outside the concerns of the farming community. 

The director-general of the National Board of 
Survey, who was sympathetic towards the 
movement, ordered surveyors to inform the 
P ellervo Society of all major reparcelling of 
formerly rented land. The Society would then 
despatch its advisors to pIan local cooperatives. 
The surveyors were given credit society manuals, 
and the members of the land-rent boards were 
urged to distribute the society's magazine Pellervo, 
published since 1899. OKO was finally awarded 
state funds to be loaned to crofters to help them 
become freeholders. The Society also received 
state aid to employ advisors in the crofter areas. 
The expansion of freehold farming gave the 
Pellervo cooperatives an added impetus. 

The importance of cooperation was stressed as 
a precondition of success for former crofters, as 
ownership increased the risks caused by the 
farmers themselves, as opposed to the former 
threat of eviction. The failure of freeholders was 
a widely known phenomenon among the former 
crown tenants and farmers on donated land in 
the eastem areas of Finland. One of the lessons 
Gebhard had learnt in lreland was that new free­
holders easily fell into the dutches of moneylen­
ders. The importance of land reform for the 
Pellervo Society is shown by its executives' 
marked commitment to the issue, although offi­
cially it was not on its agenda. The cooperatives 
involved people from different political parties, 
and there was no desire to ruin cooperation with 
political issues. 



Pellervo and 
the Constitutionalists 

The cooperative movement found broad support 
among the non-socialist elements of society, for 
it was suited to the tenets of both economic 
liberalism and social reformism. Although Hannes 
Gebhard was mainly a German-style "state 
socialist " ,  many other Pellervo leaders were liber­
als. New movements and organisations such as the 
cooperatives also gave the old elite a means to 
adapt to the new civic society. Even the nobility 
became middle-class and modernised and its 
representatives served in leading positions in the 
Pellervo movement. As a respected and recognised 
organisation of the new civic society, Pell ervo was 
a field of action for a variety of political 
orientations, professions, and emerging and 
declining classes. 

The cooperative movement was most closely 
linked to the late Fennoman, or pro-Finnish 
movement, which was evident in the markedly 
Old Finnish Party tone of the Pellervo Society and 
OKo. This is an indication of how the party was 
interested in rural issues, how the gap was 
widening between the Constitutionalists and the 
politicians who complied to Russian demands, 
how the leaders of the movement sought to ensure 
the favourable attitude of the state, and Gebhard's 
desire to man the important central societies with 

trusted meno The most important consideration 
was to have central society executives with 
political intelligence and status, contacts with the 
authorities and an interest in agrarian issues. 
Perso naI ability and interests overrode political 
attitudes. Gebhard felt that the local cooperatives 
could not give the administration of the 
enterprises the skills of university-trained person­

nel. There was a desire to spice the movement with 
Constitutionalists because of their expertise and 
also because a broad political basis spelt support, 
authority and independence from the vagaries 
of polities. Moreover, the local cooperatives repre­
sented the whole political spectrum. The Young 
Finnish Party was prorninently represented on the 
boards ofValio and Hankkija. 

T H E  M A R K E T  E C O N O M Y  C H A L L E N G E D  

Political discord entered the cooperative 
movement after the general strike of 1 905. The 
leadership of the Pellervo Society, however, 
wanted to quell all politically tainted disagree­
ments. Party differences had begun to emerge in 
the local and central cooperatives. 1n 1 908, the 
Old Finnish Party feared that Valio would fall into 
the hands of the Young Finnish Party. Similar 
struggles had been waged in other enterprises. 
The Old Finnish Party complained of the 
difficulty of cooperating with the Young Finns, 
but they, too, had to be included for reasons of 
nnage. 

The activists also wanted the Pellervo 
movement to include Swedish-speaking members, 
for Finland was a bilingual country. The Society 
had advisors for the Swedish-speaking regions and 
a Swedish version of the Pellervo-magazine. The 
Society felt that its democratic ideals would greatly 
benefit from winning gifted and educated Swedish 
speakers to its cause. Despite their Constitutionalist 
and conservative attitudes, many members of the 
Swedish-minded intelligentsia were not averse to 
the Pellervo movement. During the years of Russ­
ian repression they became interested in improving 
the position of the lower classes and in the 
ideology of self-help. But in general the Finnish­
Swedish position regarding the Pellervo movement 
was distant and even negative. There were many 
who regarded the cooperatives and the Society as 
competitors. Most of the country's leading 
businesses were owned and controlled by Finnish­
Swedes and for many years the farmers' societies 
had been led mostly by Swedish-speaking estate 
owners. The Society felt that the Finnish-Swedish 
sector described its activities in the wrong light and 
repeatedly denied support for it. During the first 
worId war, the Swedish-speaking cooperatives 
finally left the Pellervo movement and established 
their own central organisation, the Finlands 
Svenska Andelsforbund. 

The political fervour of the general strike of 
1 905, which ran parallel to the revolution in 
Russia, made it difficult for the cooperative 
movement to remain politically neutral. Elements 
within the Society began to feel that the 
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Cooperation is the pioneer 
of democracy. When the first 
cooperatives were estab­
lished in Finland in 1 901  

they observed the principle 
of equality in their adminis­
trations. The principle of 
universal and equal suffrage 
was introduced iIi. 1 90'6 for 
g"eneral elections and 1 9 1 7  

for local government elec­
tions" The goal of co opera­
tion is to reduce economic 
and social differences . 
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cooperatives could even be linked to  a political 
party with some kind of econol11ic agenda. The 
popular movements had developed political 
activisl11 al110ng the farmers, reslllting in del11ands 
[or a rural party independent of the urban 
powers-that-be. Hannes Gebhard and the Finnish 
Party tried in vain to gain control of the new 
rural party, the Agrarian Union ( 1906) . The palty 
emerged llnder its own momentul11 and Gebhard 
becal11e one its staunchest opponents. At the same 
til11e attempts failed to develop a rural party in 
connection with the Pellervo Society and the 
Central Union of Agricultural Producers MTK 
( 1 9 1 7) .  Unlike the other Nordic countries, 
Finland never acquired an agrarian party [ounded 
on the agricultural producers' organisations, [or 
the Agrarian Union was a broad-based rural party 
from the beginning. The political enthusiasm 
generated by the general strike was also beneficial 
[or the cooperatives, as all the lea ding parties took 
the cooperative cause onto their agendas. On the 
other hand, the Old Finnish element in the 
Pellervo Soci ety attributed the Sll bseqllent 
"recession of the cooperatives" to the political 
atmosphere of the post-strike years. 

The Pel lervo cooperatives and 
the labour movement 

In the early years of the 20th century, the Finnish 
Workers' Party, the predecessor of the Social 
D emocratic Party of Finland, took an 
understanding view of agricultural cooperatives. 
Smallholders were urged to join cooperatives, the 
party was ready to distribute crown land to them, 
and state aid was demanded for agricultural 
cooperatives. A problem gradually emerged in the 
relationship of the consumer cooperative societies 
with the workers' 1110vement. Some Social 
D emocrats felt that the societies should support the 

party, while non-socialist cooperators and even 
many socialists opposed the idea. When the Work­
ers' Party adopted a Marxist agenda in the early 
1 900s and llniversal suffrage heightened competi­
tion between the workers and bourgeoisie, 
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Pellervo's honeymoon with 
the labour movement 
gradllally waned. 

From the onset, the 
workers' cooperative move­
ment feared that the 
societies wOllld soon fall 
under the control of the 
Pellervo Society and the 

rural retail cooperative Väi nö Tanner 

societies. Pellervo 's leaders 
in tllrn feared the contagion 
of socialism and sOllght to dampen the enthllsiasm 

for establishing cooperative societies. On the other 
hand, it could not refrain from steering the organi­
sation of the societies. As the influence of the 
workers' cooperatives grew within the Finnish 
cooperative wholesale society SOK, ideological dif­
[erences also developed within the 1110vement. 

During the food shortages of the war years these 
differences included disputes between producers 
and consul11ers.The struggle over power in the cen­
tral organisation heightened as the sl11all rural 
societies grew in number and the large urban work­
ers' societies began to support a systel11 of represen­
tation based on l11el11bership. Until then, all the 
cooperatives had followed the one member - one 
vote principle. 

To achieve victory in the struggle over SOK, 
the Pellervo Society finally accepted the farl11ers' 
societies as true mel11bers of the 1110vement. The 
Society's advisors now began to spread propa­
ganda on their behalf, after having first tried 
to dampen their enthusias11l. Not all the 
non-socialist leaders of the Pellervo Society and 
SOK could accept such paper-tiger tactics, or the 
complete intransigence af the Saciety's leadership 
regarding the del11ands af the workers' coopera­
tive societies. As a reslllt of this dispute they 
withdrew in 1 9 1 6  from the Society. 

SOK was faced with the problem of whether 
or not to join the non-socialist Pellervo Society. 
This issue, alang with the prodllcer-consumer 
canflict ,  disagreements aver voting and the 
relationship af the caaperatives ta socialisl11, 
fi nally split the cansumer cooperative 1110vement. 



j �.­UJ. 

SOK's former head office, near the railway 
station in central Hels inki, was completed in 192 1. 
Nowadays the bui lding accomodates a top level 

S Group hotel and restaurant. 

D uring the fi rst world war, the workers' societies 
first established their own ideological central 
organisation and then their own wholesale 
organisation. Väinö Tanner, the most prominent 
lea der of the consumer cooperatives and later an 
important Social Democratic politician (as well as 
the long-serving chairman, from 1 927 to 1 945, of 
the lnternational Cooperative Alliance, lCA) , 
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attributed the split to the lack of  fi-ee debate 
during the war years . As the normal forums of 
debate were absent, the party struggle moved into 
the popular movements. 

The war had disrupted the supply and 
distriblltion of foodstuffs, which was reflected in 
relations between wage earners and agricultural 
producers. When price limits, for exal11ple, began 

to erode the profitability of milk production, the 
Pellervo Society also began to support the repeal 
of this policy. TIut the Society also strongly 
opposed black-l11arket trading by farmers. Valio 
came under heavy criticim1 from COl1Sumers and 
the socialist press, and it was accllsed of 
speculating with hunger by maintaining a 
shortage of butter in order to have l11arginal 
prices revoked. Mobs attacked the COITlpany's 
warehouses. Unrest during the Finnish Civil War 
of 1 9 17-18 greatly disrupted the everyday work 
of the cooperatives. ln Helsinki, Red Guards 
confiscated the stores of SOK and the consumer 
cooperatives, while non-socialist cooperators 
began to take over the retail oudets of the 
socialist "progressives " ,  although these ventures 
were only tel1lporary. 

The problel1ls of the war years, the quelling of 
the red insurrection and other political issues had 
completely occupied the mel11bers of the Pellervo 
movel11ent. The rural population felt that the 
wholesale and retail cooperatives had been made 
to serve the interests of conSUl11ers . The 
war reinforced the class-consciousness of the 
freeholders, and in 19 17  MTK was established. 
After the war it was hoped that the farmers could 
safeguard their interests l110re effectively. The 
cooperatives were thought to play an il1lportant 
role in the struggle of the rural population against 
the growing domination of trade and industry. 

Nationalism in the economy 

The nationalist ideology of the so-called Finnish 
l110vement entailed not only opposition to 
Russification by promating a natianal culture, but 
alsa a process af canquering the Finnish-Swedish 
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influence in the state, as well as in cultural and busi­
ness life. The Finnification of the economy was also 
associated with the social-refonnist objective of 
restricting liberalist laissez-faire policies. 

The strategy of making the economy Finnish 
involved institutions at different levels, of which 
the state was the most powerful. At the pinnacle 
was KOP bank (1 889) , a "stronghold of 
Finnishness" .  At a lower level, the cooperatives, 
through their members, represented a form of 
enterprise deeply rooted in the Finnish people. 
KOP and the cooperative credit societies had 
common roots in the Finnish Party. While the 
bank had been established to promote the 
Finnish-speaking sector of business and industry, 
the credit societies served the Finnish-speaking 
rural population. KOP financed Pellervo 
enterprises and supported the credit societies. The 
same persons sat on the boards of both KOP and 
OKo. A similar spirit, however, was not a matter 
of course, for the rural areas had not enjoyed the 
support of the nationalist-spirited bank. 
Cooperative activists also feared that word would 
get out about how the all-powerful KOP even 
dominates the cooperatives. 

The protagonists of cooperation and so-called 
national business nevertheless saw the nation's 
affairs in a different light. Which had to come 
first: the Finnification of business or its 
democratisation? When a number of Finnish­
minded businessmen established an enterprise to 
compete with Hankkija ,  Hannes Gebhard 
regarded this as contrary to the programme of the 
Finnish Party and its aim of national unification. 
Since cooperatives were the best means to foster 
national and communal sentiment, Gebhard felt it 
was wrong to develop "nationalist" ventures on 
the grounds that the politically unaffiliated 
Hankkija could not take over the field from the 
Swedish-speaking enterprises. 

It was not the concern of the Pellervo Society 
to support nationalist business as such if it did not 
entail the principle of self-help. Many of the Old 
Finnish supporters of the cooperatives felt that the 
Finnish Party had not taken an explicitly 
pro-cooperative position, because the business ele-
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ment within the party had a negative attitude. 
Several members of the Finnish Party had become 
capitalists and industrialists, while others still 

viewed the future from the perspective of agricul­
ture. The latter were civil servants and academics, 
who took distance from the boisterous world of 
the capitalists, the cities and the aims of the 
working class. Their proteges were the smallhold­
ers, who were now suffering from current 
evelopments. 

Nationalism and a belief in national progress 
marked the economy. The nationalist ideology 
had included not only Finnification, but also the 
work of developing the young nation's economic 
resources, productive capabilities and living 
standards. The economic sphere also saw the 
importance of promoting the spiritual and 
intellectual state of the nation. It was in 
cooperation that the goals of optimism and 

intellectual growth were combined. The credit 
societies felt they were taking part in a major 
national project and great hopes were placed in 
the young Valio company. The national project 
also entailed channelling butter revenue directly 

to the producers, making the butter trade honest 
and reliable, and improving the quality of Finnish 
butter on the international market. The founding 
of the Valio laboratory in 1 9 1 7  was part of the 
project for laying the foundations of an indepen­
dent economy. A. 1 .  Virtanen ( 19 17-1973), for 
many years director of the Valio laboratory and 
the Chemical Research Foundation, and recipient 
of the Nobel prize for chemistry in 1 945,  
considered the award as homage to Finland's 
cattle raisers, cooperative dairies and the Valio 
organisation, for he had carried out the research 
in its laboratory. 

For many years, different industries and 
occupations vied for status within the ideological 
framework of national progress. The needs and 
interests of the economy as a whole gradually 
overrode the separate concerns of agriculture and 
industry. The clarification of national interests and 
legislation restricting forest ownership by the for­
est industry, made even Hannes Gebhard more 
favourably disposed towards the export industries. 



The experienced and able forest industry, bringing 
in foreign earnings, proved to be the mainstay of 
an independent national economy. By 1 9 1 9 , 
Gebhard no longer wanted an outright ban on 
forest ownership by the wood-processing 
companies, as it now appeared possible to deal 
with the social aspects of this issue by the 
voluntary reparcelling ofland. Freehold ownership 
was basically ensured, while a gradual under­
standing of the role of private enterprise in the 
forest industry spread among agrarian circles. 

With the support of the state 

The Pellervo movement developed close links 
with the state, which supported the cooperatives 
and gave aid to the Society. The authorities often 
worked for the same objectives as the Society and 
would ask for its opinion in agricultural issues. 
The Society also carried parliamentary weight. 
Many cooperators were also legislators and 
prominent figures in politics. Members of parlia­
ment headed the central societies, and Pellervo 
executives were also senators and civil servants. 

For example, between 1 903 and 1 905 the 
Agricultural COl11mission of the Finnish Senate 
(ie, cabinet) was chaired by A. 0. Kairamo of the 
Pellervo Society. During his term as senator, state 
aid to the Society grew, the state financed dairies 

and cooperative-related subjects were included in 
the curricula of state farl11ing colleges. People 
closely associated with the Pellervo Society served 
in executive positions on the State Accounting 
Office, the State Finances Commission, the 
Agricultural Commission and the State Board of 
Agriculture. The latter collaborated with and 
sLlpported and monitored the activities of the 
farmers' associations. The Pellervo Society 
consistently demanded that civil servants in the 
agricultural adl11inistration should be familiar with 
the cooperatives and take a positive attitude 
towards them. Gebhard felt that the state and its 
officials should only support the cooperatives, but 
not take the initiative. 

In the autonomous grand duchy, the Pellervo 

T H E  M A R K E T  E C O N O M Y  C H A L L E N G E D  

Society received state aid and thus had to be 
careful in its relations with the authorities. The 
Russians tightened their grip on the country in 
the early years of the 20th century and senators 
were replaced by pro-Russians. The Society 
became concerned about the attitudes of senators 
who were taking pains to ensure that it was not a 
radical, "socialist" or indeed any kind of political 
movement. The most visible sign of the state's 
cooling interest was when it reduced its aid. 
The Society's proposals for revisions to the 
Cooperative Societies Act were shelved, and its 
new by-laws were not officially ratified. The 

Senate increased the official supervision of the 
cooperatives, and after the outbreak of the first 
world war the police prevented them from 
holding meetings. The tsar granted a reduced loan 
SUl11 to OKO, and even this could not be taken up 
in full. After independence in 19 17 ,  the state 
turned a responsive ear to the needs of agriculture 
and ofIicial financial policies often coincided with 
the interests of the agricultural producers' 
cooperatives. Among other projects, the state 
developed business operations serving the 
interests of agricLlltural producers. The Pellervo 
Society nevertheless had reservations concerning 
state-owned industries, although the Finnish 
Party had favoured a modicum of state control. 

A central ised model for the 
cooperative movement 

Traditionai, pro-Finnish popular education work 
was centrally administered, the idea being to 
concentrate operations and group interests within 
a j oint umbrella organisation, condemning 
factionalisl11 and political activities independent 
of the state as contrary to national unity. The 
cooperative movement was asked to keep politics 
and economic matters separate. Like many other 
organisations in Finland, the central cooperatives 
remained centralised and stable for many years, 
although this was not successful in the case of 
SOK. These developments, the separation of 
Swedish-speaking cooperatives from the 
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movement, the founding of  a new central society 
Karjakunta (19 1 8) against the will of the Pellervo 
leadership, and disagreements with the farmers' 
societies were subjects of particular concern for 
the leaders of the Pellervo Society. 

Owing to its centralised nature, the cooperative 
movement in Finland emerged and developed 
differently than elsewhere. C entral societies 
seeking to steer the activities of cooperatives were 
rapidly es tablished. 1n  other countries, the 
movement developed primarily through the 
founding of primary cooperative societies, and 
there could be several unions and central 
cooperatives within the same field. The excep­
tional course of events in Finland can be attrib­
uted to the tradition of popular enlightenment, 
the pressing need to respond to Russian 
oppression, the country's small population, the 
thin veneer of educated people in the country­
side, and the recent appearance of popular 
education and agricultural organisations. 

The central administration maintained that a 
quick utilisation of the unity fostered by Russian 
repression called for planned effort and centralised 
guidance. 1t was also felt that by being steered from 
above, the cooperatives would benefit from the 
best human resources and avoid making undue 
errors. When the forest cooperatives failed to 
work, a central cooperative was also established for 
them in 1 92 1  empowered with the task of 
"creating" local cooperatives, just as OKO had 
established the local credit societies. Strictly 
speaking, consistent guidance and steering from 
above was in conflict with the principle of 
self-help. There were also conflicts between the 
centres and the grass-roots level. Despite the desire 
to guide and steer matters, the Pellervo Society 
also envisaged that cooperation would grow into a 
strong tree from the roots upwards. The Society 
had reason to expect certain basic skills on the part 
of the rural population. Finns were familiar with 
basic-Ievel popular cooperation and there had 
been cooperatives before the Pellervo movement, 
albeit dispersed and disunited. 

The demands of rural members for greater 
participation in the management of the Pellervo 
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Society and the central societies gradually 
increased. The Old Finnish intelligentsia had 
adopted democratic ideals and the cooperatives 
had followed the principle of one man - one vote 
long before the introduction of political 
democracy. Although the Society boasted of its 
democratic projects, new concepts of free and 
democratic civic activism began to supersede the 
patriarchal order maintained by the old champions 
of democracy. These ideals of democracy nonethe­
less had an original content that was regarded as 
apolitical. 1t did not call for restless activism from 
below but for a calm, concerted and steered move­
ment from above for the C01111110n good. 

1t had already been proposed at the 190 1  annual 
general meeting of the Society that rural people be 
appointed to its board. Some of the members of the 
intelligentsia involved in the Society regarded this 
as a direct demonstration against the board. For 
many years, the board included only one farmer, 
alongside doctors, professors and university 
graduates. The membership included few farmers 
or local cooperatives and far greater numbers of 
civil servants, clergymen and teachers, as well as 
townspeople, especially from Helsinki. Between 
1 907 and 1 909 the Society reformed its adminis­
tration and management in order to increase the 
influence of rural members and the local and 
central cooperatives. 1t was felt, however, that there 
was no hurry to fulfil the wishes of the rural 
membership, and the central societies did not yet 
wish to join. The management was to be kept free 
of corporate executives, who would only serve as 
experts on the board. The reforms were soon taken 
up again, because the rural members wanted a 
more democratic system of electing the board and 
the central societies demanded influence in return 
for the funds they provided. The leadership did not 
look kindly upon the changing of an "aristocrati­
cally altruistic" era into a "democratically egoistic" 
one, but the by-Iaws were nevertheless revised. 
From 1918  only cooperative societies instead of 
individuals were accepted as members. Alongside 
the board there was now a council of representa­
tives and the authority of central and local 
cooperatives began to grow. 



BUILDERS OF A FARMER NATION 

The old and new Pel lervo 
membership 

The balance o f  PO\ eI' changed i n  rhe 
1 dlervo 11l(}venu:nt whcn ll:ttionwi te 
poUtical devel pmeuts bCb":1ll ta he 
rdle red in the coopcrativcs. he td 

Finn element of the Finnish Party lost support 
while the Agrarian Union correspondingly grew 
stronger. 1n newly independent Finla nd, the 
Finnish Party bega n  to take on a more conserva­
tive role and its former democratic principles 
began to be increasingly replaced with status quo 
policies. The Old Finnish pa rty's a genda of 
economic and social policies was given a more 
liberalist a nd right-wing trend, and it began to 
listen to the needs of trade and industry, and retrea t 
from its social-reformist legacy. The party renamed 
itself Kansallinen kokoomus (Na tional Coalition 
Party or Conservative) and the cooperative move­
ment bega n  to lose importance in its agenda .  The 
party's agricultural experts were dismayed to see 
how the Agrarian Union gained a monopoly on 
issues related to farming and agriculture. The 
Pellervo members of the National  Coalition 
therefore tried to struggle on behalf of the rural 
population aga inst the party's business elements. 

The Pellervo movement clearly began to be 
identified with the Agrarian Union. Under the 
grand duchy the Agrarian Union's a ctivities in the 
cooperatives ha d mainly been at the local level. The 

cha nging of the guard in Pellervo took place in the 
1920s, when Agrarian Unionists were elected to 
the posts of chairl11an of the council of representa­
tives and l11anaging director. The party a lso 
reinforced its position when the Society's by-laws 
were revised. The sal11e happened in the centra l 
societies.The farmers began to rise from among the 
rank and file to head their own organisations. The 
leaders of the Agra rian Union a lso became 
interested in the cooperatives as a political factor. 

The love-hate rela tionship between the Old 
Finn leaders who had founded the cooperatives 
and the Agrarian Unionists gained passionate 
forms. For right-wing Conservatives, the Agrarian 
Union represented bigotry and incompetence. It 
felt that with its campaign for democracy the 
Agrarian Union had launched a class struggle 
aga inst the educated elements of society. 
Republican agitation was turning the farmers and 
the Agrarian Unionists into an anti-government 
"anarchist mob of Bolsheviks " just as ba d as the 
socialists. The old Finn leaders of the Pellervo 
Society were monarchists. They suspected tha t a 
Finnish king would be guided by the industrialists 
and the bankers, but if"the nation cries out for a 
dictator ", what else could be done. This position 
also dictated the policy of the magazine Pellervo, 
which the farmers felt expressed the unashamed 
poJitical manoeuvring of the Society. The 
Agrarian Union felt that it had fought in the Civil 
War for the cause of legality against anarchy, and it 
now wished ta engage in cooperation within the 
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The Pellervo Society played a decisive 

role in the establishment of cooperative 

enterprises and helping thel11 overCOl11e 

their early difficulties. The Society's 

head office in central Helsinki, 
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cOl11pleted in 1 92 1 ,  is located in a 

building jointly owned by a nllmber 

af agricultural and cooperative 

organisations. 

The early member­

ship card revealed 

the Society's strong 

ties with the farming 

population. 

1n honour of its 

50th year in 1949, 

the Society organised 

a more than one 

thousand kilometre 

relay race to carry 

the proclamation of 

cooperation through­

out the country. 

Carried by runners 

and cyclists, the 

message was read in 

pllblic at each stop. 



After the second world 
war there was no call for 
the original social and 
economic reformist role 
of the Pellervo Society. 
MTK even considered 
its aboIition. In the 

1 990s, however, Pellervo 
again assu111ed an active 
and independent role. 

The Society's extensive 
interest group activities 
now pIay a vital part in 
helping Pellervo enter­
prises and others adjust 
to international C0111-
petition. Interest group 
events are held each 
week during summer at 
the Society's Fridhem 
country house on an 
island outside Helsinki. 

International relations, especially with the other Nordic countries, 
is an essential part of the Pellervo Society's activities. Nordic 
cooperative managing directors visiting Cerealia's Kungsörnen's 

pasta plant in Sweden. From Ieft to right: Torbjörn Sandberg 
(LRF, Sweden) , Holger Hasle Nielsen (Federation of Danish 
Cooperatives, FDC) , Hans Wallensteen (LRF) , Jan Brolund 

(Kungsörnen, plantmanager) , Ole Waehre (Landbrukssamvirket, 
Norway) , Samuli Skurnik (Pellervo, Finland) . 

49 



S E A R C H I N G  F O R  T H E  T H I R D  W A Y  

fral11ework of the state and prepare the rural 
population for political power while the 
cooperatives laid the basis for its economic power. 

For the Agrarian Union, the Pellervo Society 
housed the enemies of democracy who had 
prevented the farmers from closing ranks politically 
and professionally, as well as within the cooperative 
movement. The ability of the Pellervo leadership to 
steer the fan11ers' movements was also questioned. 
For example, the dictatorial l11ethods of OKO and 
its managing director Hannes Gebhard, were 
attacked for their inability to accept criticism and 
their desire to control the rural credit societies. The 
Agrarian Union wanted to democratise the man­
agement of the central societies. The party activists 
decided to reinforce their position within OKO 
and learn to utilise the producers' cooperatives in 
favour of the Agrarian Union. The Pellervo Society 
was criticised for being arrogant, but it was also 
understood that only by joining the Society in 
greater numbers and by responding to its call, could 
the local cooperatives and farl11ers wrench their 
movement from the hands of the "Helsinki 
clique". For the Agrarian Union, however, it 
became difficult to draw the line with the old 
non-socialist Finnish-minded parties, for they had 
also carried out a great deal of trailblazing work in 
favour of the rural population. 

From the g entry to the 
commoners 

The 1 920s saw growing debate about the lost 
authority of the Pellervo Society and its growing 
dependence on the central societies that had 
become involved in its administration. Cooperative 
educational and advisory work had been taken over 
by the central societies, whose power was seen by 
many as detrimental to the unity of the cooperative 
movement. The societies were cooperating less and 
less, and each was concentrating on its own 
objectives. The farmers now felt that they had to 
make sure that the central societies would not 
compete with each other. Therefore, the links 
between the local cooperatives and Pellervo were 

so 

to be reinforced and propaganda and advice were 
to be concent:rated on a new basis. A new, strong 
Pellervo Society would lay down the guidelines for 
the cooperative movement and go on to lead it. 

To the dismay of many, the Society's leadership 
felt that such an ideological concentration was no 
longer possible or sound. The various sectors of the 
cooperative movement had their special needs. 
Nor was it necessary to change the relations of 
power and authority at the Society's general annual 
meeting and among the central societies. The 
council of representatives, however, was given a 
more prominent role, which gave the rural 
membership and the Agrarian Union more 
authority within the Society. Demands for reform 
had mostIy sprung from the Agrarian Union and its 
aversion of the gentry. These attitudes were fanned 
by the idea that only local cooperators understood 
the meaning of cooperatives working together. The 
problem, however, was the self-importance of the 
central society executives. There was also the 
assumption that the problems of a division of tasks 
among the central societies could be solved 
throllgh agreements and that Pellervo could still 
give the orders. 

During the years before the second world war, 
a large portion of the Pellervo leadership had a 
solid Agrarian Union background. A strong rural 
wave swept over the leadership ofHankkija, when 
the chain11anships went to farmers after a long 
line of noblemen and university professors .Valio's 
elected leadership had always come from the 
provinces. 1n 1 930, they regained the leadership 
after a brief interval and the chairmanship went 
for the first time to a prominent figure in the 
Agrarian Union. The election of a farmer as 
chairman of SOK in 1 934 underlined the fact 
that it, too, had become a rural movement. But 
fan11ers or Agrarian Unionists were still unable to 
gain the chairmanship of OKo. 

At the sou rce of power 

As authority in official rural policies was gained by 
the Agrarian Union it became important, in view 



of the political influence of the Pellervo movement, 
that a similar change would take place in the 
Society. The Society's contacts with the 
government found a more solid basis in newly 
independent Finland. The state was generous 
towards the cooperatives, largely because the 
leading members of Pellervo included dozens of 
incumbent, former and future members of 
parliament, and most of the ministers of agriculture 
came from the Society.This was particularly impor­
tant during the agricultural recession of the 1 930s. 
A national agricultural policy based on self­
sufficiency was drawn up, in which land reform, 
import duties, agricultural research and related 
advisory work, as well as inspection and improved 
credit were defined. The Pellervo movement 
supported this policy. The Society inspected, the 
credit societies financed, the Society and the central 
SOCletles advised and the Valio laboratory 
researched. Cooperators were even called in as 
experts in drawing up foreign trade agreements. 

The cooperatives and the state established a 
special relationship to promote fanning and 
improve living conditions in the outlying and 
backward border regions within the framework of 
existing agricultural policies. The funds provided 
led to the founding of credit societies and other 
cooperatives in the border regions of Karelia. The 
most important consideration, however, was to 
develop financing and to consolidate the debts of 
farmers through the credit societies .  The 
ideological motivation for this work was that an 
economically weak border zone would pose a 
threat to national independence, and that agricul­
tural work was something positive whereas 
supplementary income for farmer households was 
largely negative. The work in the border regions 
expressed the increasingly prominent role of the 
farmer organisations as the vehicles of government 
agricultural policy. The activities of the farmer 
societies benefited the Pellervo Society. Various 
societies, associations and advisors all made the 
cooperatives known in the rural areas. 
Collaboration between the state and the credit 
societies deepened when the state became the 
main shareholder in OKO (1 925) and representa-
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tives of the Bank of Finland, the Ministry of 
Finance and the Ministry of Agriculture were 
elected to its board. 1n carrying through the land 

reforms, the credit societies helped the settlement 
authorities. 

OtEcial efforts to relieve economic distress at 
the end of the 1 920s involved the Pellervo 
Society in many ways. The Director General of the 
State Agricultural Board and the managing 
director of the Pellervo Society in fact wrote the 
official report of the Distress Committee. The 

report recomlnended various ways of 
diversifying agricultural production, including 
state subsidies for grain and livestock sales 
cooperatives. The Society increasingly took on the 
role of an interest organisation in a situation of 
growing subsidies. 1t felt, for example, that subsidy 
quotas should not go to private companies but 
only to the fanners' cooperatives. It was able to 
campaign successfully for the ministers of agricul­
ture were, as usual, members of Pellervo. The state 
gave significant financial support to the coopera­
tives, and in return, Pellervo advised and inspected 
them. 1n 1932, the Society also founded PSM, the 
first market research institute in Finland (nowadays 
Food and Farm Facts Ltd, jointly owned with 
Finnish Gallup Ltd) . Export subsidies also began to 
be paid for agricultural produce and the credit 
societies compensated for any exchange losses 
they incurred. The Society felt that state aid was 
not wasted, for it revived the cooperatives and 
helped the poorer farmers in the outlying regions. 

From a rural  spirit to 
a prod ucer ideology 

During its first decades the Agrarian Union was a 
socially radical refonn party. It wished to be more 
than a political party or interest organisation for 
agricultural producers. 1 t was a popular political 
movement, a popular educational movement and 
a movement for the defence of the Finnish 
countryside, working towards its goals in collabo­
ration with the rural youth and temperance 
associations and the Pellervo cooperative 

5 1  



S E A R C H I N G  F O R  T H E  T H I R D  W A Y  

movement. Like the eastern Em"Opean agrarian 
parties, the Union showed more interest in 
improving the social and political status of its 
supporters than in their role as producers. When 
the conflict between an emphasis on values and 
political reform and a true producer ideology 
emerged in the mid-1 920s, the latter struggled for 
dominance. 1t raised the amount of state funding 
for agriculture and sought to defend the class 
interests of farmers in collaboration with MTK. 

The Pellervo Society still saw the rural settle­

ment issue as more political than economic, thus 
it did not approve of restrictions on settlement 
even at the risk of over production. The conflict 
between a communal-reformist ideology and an 
economic producer-oriented way of thinking 
began to emerge even in the Pellervo movement 
during the 1 930s. The reformism of cooperation 
had come to the fore, for example, as a trend for 
levelling economic differences and raising the 
level of agriculture and incomes in the 
developing areas to that of the old settled regions. 
But a focus on economic key figures could not 
be the main concern of the cooperatives and nei­
ther should it divide the movement into groups 
competing over money. 1f the Agrarian Union 
was, in fact, more than just a party, the 
cooperatives were more than just a business. 
They, too, were a reform movement. 

The dissolution of the livestock sales 
cooperatives in the 1 930s almost shattered the 
Pellervo ideal. The cooperative slaughterhouses, 
which had previously been unsuccessful, now 
improved their operations. LSO (Southwest 
Finnish Cooperative Slaughterhouse) decided to 
leave Kaljakunta now that it had come under the 
control of the cooperative societies, because it felt 
that retailers should not dominate a producers' 
business. LSO underlined the contradiction 
between producers and consumers and the rights 
of meat producers in areas of sm"plus production. 
1t was soon followed by the other regional 
cooperative slaughterhouses, which established a 
new central society, TLK. Pellervo and Karjakunta 
felt that even retail cooperative societies were 
agricultural producers' cooperatives and that their 
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members were also producers. The Society's ideal 
was a nationwide cooperative movement. Separate 
economic interests among factions were a threat 
to a movement intended to bring the income 
opportunities of rural producers to a common 

level. Especially in the poorer regions of eastern 
Finland nationwide cooperation was regarded as 
furthering equality. 1n the regions that, for 
production reasons could not organise livestock 
trading into special cooperatives, the collection of 
products by the cooperative societies was greatly 
appreciated. LSO, on the other hand, had no wish 
to make ideological concessions. 

The reorganisation of the agricultural produce 
trade into specialised cooperatives instead of 
cooperative societies was a sensitive issue for 
Pellervo as MTK had taken a different position. 
1nstead of approaching Pellervo, the major 
producers were now appealing more to the 
producer-oriented MTK, of whose aims many 
smallholders and Pellervo leaders were suspicious. 
Karjakunta was important to Pellervo, not only 
because it wished to remain neutral, but also 
because the produce trade was mainly organised 
through the cooperative societies. 

1t  was disconcerting to note that the cattle 
dispute bared an unprotected flank to its 
opponents. The issue was even raised in 
parliament and the Pellervo Society feared that 
the socialists would use it to spread discord 
within the Pellervo movement and attack SOK 
which competed with their own progressive 
cooperative movement. The socialists in fact tried 
to do so by campaigning in parliament for a 
stipulation to the Pellervo advisory appropriation 
whereby support would favour the cooperative 
slaughterhouses and not go to the cooperative 
societies (Kaljakunta) . The Society wished to 
settle the dispute in order to enter into 
negotiations with the progressive cooperatives. 
The discord in its own can'lp and the 
development of cooperatives into large-scale 
businesses made the Pellervo movement 
underscore the importance of internal strength 
and the ideological aspects of cooperation 
alongside economic considerations. 
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The interwar years 

were a time of 
fierce ideological 

battles between 
the cooperatives 
and private enter­
prise. The private 

sector accused 

Y K S I TYI S K4U P P I AS 

the cooperatives 

of furthering 
social ism, and 
the cooperatives 

accused private 

shopkeepers of 
enslaving workers 
and consumers. 

National un ification and the 
private business offensive 

National l1nity had increasingly become the con­
cern of the centre of the political spectrum. The 
Agrarian Union took a positive view of the 
moderate labour movement, as it considered that 
farl11ers and workers belonged to the same class, 
the ordinary Finnish people. At governl11ent level, 
the idea of national unity and the exal11ples of 
other Nordic cOl1ntries gradl1ally laid the basis in 
the bte 1 930s for political cooperation between 
the Agrarians and the Social Del11ocrats. This 
cooperation also had its problems, one of which 

tätä siedä 
was the displ1te over surpll1s agricultural produce. 
Moreover, the two cooperative 1110vel11ents were 
controlled respectively by workers and farmers. 
Even when they rejected party politics the 
cooperatives constituted a political movel11ent [or 
il11proving the inCOITleS and influence of the 
ordinary people. Did the political consensus of the 
period find its reflection in the relations between 
the different branches of the cooperative 
1110venwnt? 

A certain easing of relations was shown by the 
faet that socialists active in tenant isslles were 
accepted into the execl1tive bodies of the 10cal 
credit societies. The political sollltion to the 
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crofter and tenant issue came to b e  seen as a joint 
national effort. Criticism from the private 
business sector also brought the two branches of 
the cooperative movement eloser to each other 
to safegl1ard their common interests. On the 

other hand, relations between prodl1cers and 
conSllmers were strained by the economic 
recession,  over prodl1ction and increasing 
competition between the two cooperative 
movements in retailing and the collection and 
processing of agricl1ltural prodl1ce. It was only 
the Great Depression and the Winter War of 
1 939-40 that postponed OTK's plans for the 
meat processing and dairy sectors and the direct 
collection of prodl1ce from the farmers. The 
Pellervo movement feared that the conSl1mer 
cooperatives wOl1ld try to exert a political 
infll1ence over the rural population. No division 
of labour was achieved in the acquisition and 
distribution of farm produce, for there was no 
desire even to include the progressives in 
Pellervo's internai agreements on the respective 
functions of the cooperative societies and the 
processing cooperatives. In principle, however, 
Pellervo wished to avoid unduly strained 
relations between producers and consl1mers. 

Many businessmen, cooperative competitors 
and sceptics, found it difficult to accept such things 
as tax benefits for the cooperatives, state loans to 
prodl1cer cooperatives, export quotas on farm 
prodl1ce, allowances and the right of retail cooper­
ative SOCletles to operate savings funds. These 
points were continually taken up by the 
right-wing parties, the Central Chamber of 
Commerce, meetings of trade and industrial cireles 
and businessmen, as well as the Finnish League of 
Private Entrepreneurs, founded in 1 933 to oppose 
both socialism and the cooperatives. 

The savings banks had found a seriol1s 
competitor in the early 1920s, when the coopera­
tive credit societies began to accept deposits from 
the pllblic. The credit societies criticised the savings 
banks for investing deposit funds in the cities and 
for their oligarchic adl11inistration. The savings 
banks pointed out that in the credit societies 
potential borrowers were jointly responsible for the 
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society's debts in addition to paying dues and 
subscribing to Pellervo. The savings banks were 
managed locally, while the credit societies were 
llnder the control ofOKO, their main creditor.The 
Society took part in the propaganda war between 
the banks, bllt many felt that there was no reason 
to attack another institution operating for the 
public good. Local cooperators were active in both 
the savings banks and the credit societies. 

In parliament, a number of right-wing 
l11embers cOl11plained that left-wing cooperative 
activists were using the cooperatives to build a 
socialist society, s0l11ething the socialists readily 
admitted. The nationalisation of prodllction and 
the replacement of the market economy had 
become increasingly prol11inent features of the 
progressive conSllmer cooperative rhetoric. Bllt 
the Pellervo movement was also tainted and it had 
no desire to be branded as paving the way for 
Bolshevism. SOK reacted strongly to remarks by 
the Central Chamber of Commerce linking the 
name of Lenin with the cooperatives. The 
Confederation of Finnish Indllstry, on the other 
hand, had warned against aggravating the cooper­
atives, as they were the best clients of l11any of its 
members. It had invested a great deal of effort in 
establishing contacts with the Agrarian Union 
and MTK, and was pleased with the growing 
llnderstanding between agriculture and indllstry. 

When businessmen claimed that the coopera­
tives aimed at destroying private enterprise and 
sound economic development, Pellervo pointed 
out that this scenario was completely mistaken. 
The Society was also concerned that many influ­
ential l11embers had tllrned their backs on the 
cooperatives and no longer regarded them as a 
patriotic movement working for the advance­
ment of the common people. Before the parlia­
mentary elections the Society, which had always 
underlined its politically neutral position, now 
llrged cooperators to elect friends of the cooper­
ative movel11ent. The elections of the 1 930s were 
regarded as il11portant not only for the precari­
ously balanced Finnish democracy bllt also 
becallse of growing opposition to the coopera­
tives in trade and indllstry. On the other hand, 



the reactions of opponents were regarded as indi­
cations of an improving economy. The attacks of 
entrepreneurs were often taken as signs of coop­
erative success. 

This defensive position made the Society stress 
its ideological links with the critics, and to 
emphasise the importance of cooperation in 
developing individual initiative and morality. It  
felt that cooperation would also reinforce a 
society based on private property and freedom of 
occupation, whereas the progressives claimed that 
they were defending the consumer against 
industrial capital and private traders. The Pellervo 
movement considered itself a bulwark against the 
proletarian revolution, and accused the critics of 
producer cooperation of fomenting national 
discord. The role of the cooperatives was based 
on its usefulness in raising the general level of 
prosperity and social security, and in the patriotic 
principles of cooperation itself. Nationalism and 
the cooperative movement both emphasised 
solidarity, a collective spirit and joint responsi­
bility, with self-determination and sovereignty as 
goals. As a popular movement the cooperatives 
solidified and unified the nation. 

The cooperatives learn to adjust 

The new econornic and social agenda "The Third 
Way" adopted by the Agrarian Union in the early 
1 920s was based on the idea of the good state and 
an aversion of unbridled capitalism on the one 
hand and socialism on the other. Cooperation was 
the core element in this programme. Developing it 
would help put capital, and the economic and 
political power it generates, into the hands of the 
people. The emergence of peasant values in the 
Finland of the 1 920s and 30s was made possible by 
democracy and the twin pressures of socialism and 
industrialisation. Through the cooperatives, the 
farmers wanted to ensure both their economic 
position and their lifestyle and values. They shared 

B U I L D E R S O f  A f A R M E R  N AT I O N  

with the ideology of the market economy a belief 
in private enterprise and property, and with 
socialism the principles of community and 
collective responsibility. 

After Finland became independent, there 
began to appear increasingly moderate evaluations 
of the ability of the cooperatives to chart a 
completely new course for society. Opposition ta 
socialism, hatred of businessmen and the success 
of the cooperatives led to a situation in which 
revolutionary visions increasingly changed into 
support for political stability and private 
enterprise. The Agrarian Union's 1 932 agenda 
also reflected identification with the prevailing 
economic order. I ts cooperative tendency still 
remained, but there was no longer any mention of 
a new economic order and the programme's 
anti-capitalist stand was watered down. In the 
1 930s, the "full-scale cooperative" system implied 
cooperative socialism, even for the friends of the 
movement. This was something mentioned only 
by cooperative idealists and opponents of the 
movement. The concept of a society partially 
based on cooperation, spread as the non-socialist 
cooperatives adopted a more conservative 
attitude. The purpose of cooperation was not to 
undermine the basis of capitalism but to 
complement it. 

The idea that cooperation constituted an 
independent economic system was, however, still 
widespread, and many people regarded the 
differences with private enterprise as only minor. 
It was said in defence of the cooperatives that the 
market economy should not only allow private 
ownership but also processes by which as many 
citizens as possible could become owners. It was 
generally felt that the two alternative systems 
competed within the existing economic order, 
both of which had a revolutionary full-scale 
agenda. There were many who did not oppose the 
cooperatives as a complementary element, but 
were nevertheless against a full-scale cooperative 
system. 
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The predominant issues of concern to society as to the 

cooperatives in the immediate postwar decades were 

income redistribution and relations with the Soviet 

Union. The rural population and urban wage earners 

formed two opposing groups whose interests were 

cared for by MTK and SAK. MTK strengthened the 

farmers' sense of solidarity through the slogan "Keep 

the reins in your own hands" .  

INTEREST GROUP M EMBERSHIP, 
1 945 and 1 970 
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MTK = Central Union of Agricultural Producers and Forest Owners 
SAK = Central Organisation of Finnish Trade Unions 

Veikko Ihamuotila, chairman of MTK 1955-75,  was 

one of the most influential people in postwar 

Finland. Under his leadership agricultural produc­

ers' prices were linked to incomes policy. He had an 

amazing network of personaI contacts, especially 

with politicians, the most important being his 

friendship with President Urho Kekkonen. 

Relations between MTK and the Pellervo Society 

were deepened with Ihamuotila's election as chair­

man of the Society's council of representatives. Such 

was his authority that he was consulted by members 

of the Pellervo family in all matters of importance. 



Pellervo's close links to MTK increased its commit­

ment to the farmers and to their political 

spokesman, the Agrarian Union - Centre Party. 

Ministers were often chosen from among 

cooperative leaders. For Pellervo enterprises, this 

political collaboration was highly significant. Two of 

the ma111 proponents of consensus were 

Kalevi Sorsa, long-til11e chairman of the 

Social Del110cratic Party, and Johannes Virolainen of 

the Centre Party. 

One of the early objectives of the cooperative 

movement was regional equality, that each part of 

the country should enjoy equally good conditions. 

This becal11e one of the cornerstones of regional 

policy in postwar Finland. The first Development 

Zone Laws were passed in 1966 and they have been 

constantly revised ever since. 

Finnish development 
areas, 1 970-75 

lZ2 1 1.'IlI 
[II) JI I.U 

The illtrrl/a/iollal evahwtion wl'!ference of 
Fi""isl, r��iollal poliey, 1991 
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COOPERATION, 
COMBAT ORGANISATION 
AND PARTY POLITICS 

Conservative elements in  society 

M )st uf Fin land's rural p PUlatiOIl teit 
th ' yt'ars :1rter the �t'colld w )r1d W;lr 
and the ri e oF the pol icical LeFc po ed 
a threat .  The Agrarian Union 

presented itself as a bulwark against the Left but it 
also drew a line with regard to the political Right. 
Competition over the support of the poor farmers 
forced the Union to move left ideologically. Having 
approached the Pellervo Society in l11any respects, 
the party now radicalised its progral11me in an anti­
capitalist and socially oriented direction with the 
objective of il11praving the lot of the conmlOn 

people, as opposed to the agricultural-producer 
orientation of the 1 9205. The agenda's theory of a 
third way was based on small-scale production, 
improvements in the position of smallholders, 
opposition to collectivism and a planned economy, 
and criticism of the ruthless aspects of capitalism. 

For exarnple, Valio and the cooperative dairies 
felt that they were engaged not only in business 
but also in an effort to promote the undeveloped 
areas of the countryside, the rural poor and the 
nation in general. The cooperatives worked to 
strengthen the foundation of society as a whole, 
and so they were even prepared to operate at a loss 
in northern Finland. The Pellervo Society also 
sought to distance the rural poor from political 
radicalism. In combating the left-wing threat, the 
Society was prepared to cooperate with other 
non-socialist organisations and institutions. It 
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sought, to the best of its ability, to inform private 
entrepreneurs of the differences between 
cooperation and collectivisation. The cooperatives 
fought against the weaknesses of the capitalist 
system with its own weapon of free enterprise. 

For the cooperative movement, the rise of the 

Left meant that the progressive cooperative 
competitor to the Pellervo movement now 
obtained stronger support. Competition between 
these two cooperative movements deepened as 
more and more smallholders joined the left-wing 
consumer cooperatives and more products were 
bought by the cooperatives directly from the 
producers. During the post-war years, a "dairy 
war" broke out in which the consumer coopera­
tives sought contral of the dairies, and with their 
policy of selling "directly from producer to 
consurner" persuaded sl11allholders to reject the 
"reactionary" cooperative dairies and fight against 
rnonopolies. The Pellervo rnovel11ent, in turn, 
sought to concentrate the producers and deliveries 
of milk in Valio. The Society criticised the actions 

of OTK, and those farrners, who no longer saw 
any difference between thern, thought it perfectly 
natural to deliver milk to the latter. 

MTK and the Ag rarian U n ion 
covet the cooperatives 

The non-socialist country people and their repre­
sentatives set out to build a popular stronghold 
against the left-wing parties and the trade union 
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movement. This process began in MTK, which 
changed from an organisation of experts into a 
mass movement. Despite personai connections and 
contacts, the Agrarian Union and the Pellervo 
Society had had reservations about the producers' 
organisation and its "class agrarianism". 
Concentrated in the rich rural regions of south and 
west Finland and identified with the Conservatives, 
this association of large agricllltural producers had 
remained slightly alien to both. Things changed 
when smallholders joined the MTK after the war 
and it developed eloser relations with the Agrarian 
Union and the Pellervo movement. The elosing of 
the ranks of the producers sprang from a desire to 
reinforce patriotic elements and to safeguard the 
interests of the farmers. 

The fervent political atmosphere of the post­
war years and the debates on income redistri­
bution called for mass organisations for 
safeguarding the interests of specific groups. This 
tendency strengthened MTK's inflllence over the 
Pellervo Society as the farmers' lobby was a 
combat organisation whereas Pellervo was not. 
Similar threatening scenarios, however, brought 
these organisations together. They felt that both 
the large farmers and the smallholders should be 
persuaded to join MTK and the cooperatives. 
MTK was taking a growing interest in solving the 
problems of agricultural cooperatives, but the 
price of its help was that Pellervo would back the 
cooperative slaughterhouses in the meat dispute. It 
felt that overlapping operations were a waste of 
economic resources and a veritable Achilles' he eI 
in any competition with OTK. The farmers had to 
organise themselves in the same way as the 
workers and industry, in order to increase their 
political influence. The Society's council of 
representatives adopted a pro-cooperative 
slaughterhouse position, although some of the 
members were strongly opposed to it. This 
decision, which was against the interests of 
Karjakunta and the retail cooperative societies, was 
regarded as undermining the farmers' united front 
and the political neutrality of the Society. 

MTK needed strong agricultural cooperatives 
to support its work, and began to support them 

by orgal11s1I1g membership drives for the 
cooperative slaughterhouses and the new forest 
owners cooperative Metsäliitto ( 1 947) . It also lent 
its weight to Valio and the concentration of the 
dairies.  MTK regarded the coexistence of 
producers and COllS11mers in the cooperative 
societies as positive, but owing to this coexistence 
the societies could not approve the pricing poli­
cies of the prodllcers. Therefore, the agricultural 
producers had to obtain support from marketing 
organisations, which they owned themselves. 

Seeking to obtain at least the level of organised 
power that the wage earners already had, MTK did 
not exelude sllch actions as supply strikes. The 
supply strike associated with the general strike of 
1956 crystallised MTK's readiness for more radical 
action than the Society Despite collaboration in 
support of the cooperatives there were still 
ditferences between MTK's thinking and Pellervo's 
ideology, for the Society did not llnequivocally 
approve of tllrning the cooperatives into an 
economic weapon against the trade union 
movement. It felt that, instead of applying pressure, 
the members of the cooperatives shollld be made 
to understand their own interests voluntarily 
throllgh ideological edllcation and without 
sanctions. Neither did the Society wish to give 
preference to one farmers' cooperative over 
another. 

Because the cooperatives and the Agrarian 
Union partly fought for the same goals in the 
regulated post-war economy, it was only natllral 
for the party to become interested in the Pellervo 
movement. Cooperation was democratic, small­
scale enterprise, and in the post-war context it was 
regarded as an important faetor in promoting 
national unity and political stability. By organising 
the radically prone smallholders into cooperatives 
it was possible to combat revolutionary 
tendencies. Towards the close of the 1 940s the 
Agrarian Union began to actively debate its 
relationship with MTK and the Pellervo 
movement. The party chairman felt that the 
nation's farmers shollld be organised into a broad 
front with professional, economic and political 
overtones. The party activists were to collaborate 

59 



S E A R C H I N G  f D R  T H E  T H I R D  W A Y  

with economic, educational, professional and 
cooperative organisations in the countryside in 
order to gain control over them. The Society still 
maintained its apolitical role, and even before 
elections its advisors refrained from interfering in 
politics. They urged people to vote, but when 
necessary steered the rural debate into other areas. 
It was still fdt that work in the non-political field 
would bear fruit. 

Many subscribed to the absolute principle of 
keeping patty politics out of the cooperative move­
ment. Especially in SOK there were atteITlpts to 
rej ect political affiliation (with the Agrarian Union) , 
since Conservative members el�oyed a stronger 
position than in the producer societies. The emer­
gence of party politics in various fonns could not 
be con1.pletely avoided, and before elections, "vote 
beggars" would begin to visit the cooperative 
dairies. When executives were appointed to the 
central societies the opinions of MTK, the Pellervo 
Society and even the Agrarian Union - now 
renamed the Centre Party - were invited, even 
though they may not have influenced the actual 
choices. Appointments in the central societies were 
to be made on non-political grounds, but it was felt 
that policies were too lax in this respect. Party­
political discrimination was practised in some 
localities, but some of the societies made it elear that 
the leadership of the movement needed farmers 
with different political affiliations. 

The agricultural cooperatives involved persons 
active in the Conservative and far right parties. 1n 
order to secure their positions and find executive 
roles in cooperative organisations, some of them 
joined the Agrarian Union after the war. Some 
Conservatives felt this to be a period of 
discrimination. As the membership of the agricul­
tural organisations grew and the smallholders 
began to predominate, the Conservatives were 
increasingly pushed aside from the centre of 
power. In many cases non-socialists of other 
parties were invited ta participate in the agricul­
tural organisations. 1t was also hoped that, in the 
name of farmer and cooperative unity, the council 
of the Pellervo Society would inelude a large 
number of Conservatives . 
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In electing its managing director in the mid-
1 940s, the Pellervo Society had to decide between 
a probable name of the future and a "man of the 
past". The Society was also given the opportunity to 
channel much more grass-roots level (Agrarian 
Union) opinion into the often highly right-wing 
management of the central societies. A memoran­
dUI1l of the Society's organisation coml1littee 
proposed changing the role of the Pellervo Society 
fi·01Tl the servant of the central societies to their 
nuster. The Society had even expressed its opinion 
concerning the election of managing directors to 
the central societies. Its council was to express the 
will of the farl1lers and not the commercial experts. 
But when these reforms were rejected, MTK 
gained time to seek the same position that the 
comm.ittee had outlined for the Society. The 
committee's chairman lost the contest for the post 
of managing director of the Society, but only a few 

months later he was elected chairman of the 
Agrarian Union. Changes in the role of the Society 
may have marked a eloser commitment to the 
farmers' party instead of its hitherto dependence on 
the central societies. From now on, there was a 
growing dependency on MTK. A joint leadership 
consisting of the managing directors of the central 
societies and the elected MTK representatives 
became established in the Pellervo Society. 

Many of the Pellervo executives had 
exceedingly poor relations with Urho Kekkonen, 
who became the Agrarian Union's most important 
figure and in 1 956 president of Finland. The 
producer-oriented Pellervo farmers on the right 
wing of the Agrarian Party already opposed 
Kekkonen and his new foreign policy line when 
he was prime minister in the early 1950s. Although 
the Pellervo 1T1OVement encompassed a wide range 
of political opinions, it still had the image of a 
"nest of old fogies". There were also staunch anti­
Communists among the executives of the central 
societies, who opposed the nation's new foreign 
policies vis-a-vis the Soviet Union and even 
regarded Kekkonen a communist. Owing to the 
elose relations between the Agrarian Union and 
the producer cooperatives, this was a somewhat 
sensitive issue. 
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President of the Republic Martti Ahtisaari (left) with Pellervo chairman Heikki Haavisto 
at the Pellervo Society's AGM in 1 996. 

Kyösti Kal l io 

President J.K. Paasikivi was one of the founders of the 

Finnish cooperative movement. He was a friend of 

Hannes Gebhard and a colleague in the Finnish Party. 

Paasikivi wrote the preface to the 1 901  Cooperative 

Societies Act as well as a pamphlet explaining the law. 

As secretary of the Pellervo Society ( 190 1-1 903) he 

advised cooperatives on juridical qllestions and wrote 

abollt them in the Society's pllblications. Later he 

became prime minister and president of the republic 

(1 946-1 956) . Cooperation has been much advanced 

through the actions of Paasikivi and numerous other 

political figures. Many other Finnish presidents have 

been associated in one way or another with the 

cooperative movement. Although independent 

Finland's first president, KJ. Ståhlberg ( 1 9 1 9-1 925) , 

was not active in the movement, he was a personaI 

friend of Hannes Gebhard. Early in his career, Lauri 

Kristian Relander (1 925-1 93 1 )  was a branch 

manager in Hankkija and aftelwards was manager 

of the Pellervo-sympathetic Fire Insurance Society. 

PE.  Svinhufvud ( 1 93 1-1937) and c. G.E. 

Mannerheim ( 1 944-1 946) had no background in 

the cooperative movement, but Kyösti Kallio 

( 1 937- 1 940) became sYl11bol of farl11ers and 

Pellervoisl11 lJ1 Finland. Thanks to his rural 

background as a local cooperative society and 

farmers' association official, he was elected to 

parliament and appointed a minister. His successor 

Risto Ryti ( 1940-1 944) was an OKO bank manager 

before l110ving to the Bank of Finland. Urho 

Kekkonen ( 1 956-1 982) was connected to the 

l110vement via MTK and the Centre Party. Mauno 

Koivisto ( 1982-1 994) had for long served as an 

e1ected official m the workers' cooperative 

movement. Although Matti Ahtisaari ( 1 994-) made 

his career in the international arena, he was earlier a 

l11ember of the supervisory board of the Greater 

Helsinki Cooperative Bank. 
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Although in the 1960s President Kekkonen, as 
the nation's leader in developing relations with the 
Soviet Union, was also a key figure in the food 
industry's eastern export drive and a supporter of 
subsidies for agriculture, he had never been 
associated with the Pellervo movement. The best 
lobbyist for the cause of the central societies with 
regard to Kekkonen was Veikko Ihamuotila, chair­
man of MTK and later chairman of the council of 
representatives of the Pellervo Society. By the 1970s 
the Pellervo movement began to include growing 
numbers of supporters of the ageing president 
thanks to political consensus and successful agricul­
tural exports to the Soviet Union. The name of 
Kekkonen, who had achieved an exceptionally 
powerful position, was used in all sectors of Finnish 
political life and society, as well as the Pellervo 
Society. For example, OKO bank suffered a severe 
crisis in the 1960s after having financed a poody 
planned venture by a personai friend of the presi­
dent. Many of the bank's executives had expected 
the state to guarantee the loans. 

When President Kekkonen resigned in the 
autumn of 1 9 8 1 ,  a political campaign was 
mounted to gather support for the candidature of 
Dr Ahti Karjalainen, Kekkonen's "crown prince" 
and Finnish-Soviet trade expert. Continued Soviet 
trade was important for the central societies. The 
Centre Party held several meetings with MTK and 
Pellervo leaders to obtain their explicit support for 
the party's nominee. The same was attempted by 
ministerial counsellor Viktor Vladimirov, a diplo­
mat with the Soviet Embassy in Helsinki, who 
undedined continuity in Finnish-Soviet relations 
and cited the successful eastern export efforts of 
the central societies during Kekkonen's time. 
These meetings, however, came to nothing as the 
cooperative movement did not wish to commit 
itself to party politics, but also because there was 
support for the Centre Party's other presidential 
candidate. The executives of TLK and Valio, 
companies very dependent on trade with the 
Soviet Union, showed greater understanding 
towards the objectives of the inner circle of the 
Centre Party. The relations of these executives 
with the leading Centrists and Vladimirov had 
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become valuable political capital. TLK was 
particulady skilled at managing its eastern exports 
via the Soviet Embassy in Helsinki. The presiden­
tial candidacy, however, went to Dr Johannes 
Virolainen, a veteran politician who was also a 
farmer, a representative of the cooperative 
slaughterhouses and banks, as well as the choice of 
the Centre Party's rank and file. 

The state and cooperation 

The official settlement policies of the 1 940s and 
50s carried on the old line of dispelling political 
tension. During the following decade, the restruc­
turing of Finnish agriculture began. Official 
regional policies were launched when the existing 
structure of settlement in Finland began to break 
down as a result of mass migration into the towns 
and cities. The late 1 960s favoured the Social 
Democrats, who sought to restrict surplus 
agricultural production. For the generation that 
cleared its own fields and the politicians 
responsible for post-war resettlement, this new 
course was a difficult one to accept. One reaction 
to these developments was a rural protest 
movement that was also felt in the cooperative 
societies. This new party of smallholders criticised 
the producer organisations and cooperatives at 
society meetings and in parliament. 

During the post-war "second republic" the 
cooperatives and the state became increasingly 
intermingled. The cooperative societies had both 
the old and new tasks of"aiding the state",  as for 
example in distributing price subsidies and in 
granting settlement loans. Cooperators became 
legislators and government ministers . The 
emergence of a regulated, consensus-based society 
was in marked contrast to conditions under the 
"first republic". In a "genuine" market economy, 
the roles of the Pellervo Society, the central 
societies and MTK had been in some kind of 
balance, in much the same way as the Conserva­
tives and Agrarian Union were. The 1930s were 
years of transition,  prior to which the 
cooperatives and the indirect action of the state 
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had made it possible to solve the main economic 
problems of the smallholders. The decades that 
followed were the period of a strong MTK and a 
system of state subsidies for agriculture. 

Already during the war, the central societies had 
supplied the army and the home front, and central 
society executives had been appointed to the 
Ministry of Supply. The credit societies achieved 
their close symbiosis with the state, and they were 
largely responsible for the distribution of settlement 
loans from state funds. During the post-war years 
state funding for the resettlement of Karelians was 
carried out almost solely via the local credit 
societies, which beca11le the bank for evacuees and 
de11l0bilised servicemen. Agricultural policies had 
marked social overtones. The state milk transport 
subsidies meant that cooperative dairies could 
collect milk from even the most outlying farms. 
Cooperation thus played an important role in the 
wartime economy, reconstruction and resettlement. 
Therefore, the funda11lental restructuring of 
Finnish society during the 1 960s and 70s did not 
greatly concern the cooperatives. 

During the post-war decades the Pellervo 
movement enjoyed the support of the fanners' 
lobby MTK and the leading role of the Centre 
Party in government. Leading politicians were also 
well placed in the cooperative movement. The top 
figures in positions of trust in OKO in the 1960s 
and 70s, in particular, were prominent ministers 
and MPs. Like MTK, the Centre Party was also 
interested in the leadership of the Society and its 
appointments. Although the political parties were 
important channels of influence for both the 
Pellervo and the progressive movements, and both 
had their own men occupying important posts, 
Pellervo never declared itself ideologically in the 
same way as its competitor. Despite their closeness, 
its ties to the Centre Party remained looser than 
the progressive cooperatives' to the labour 

movement. At least in principle, the agricultural 
cooperatives avoided party-political identification. 
1n the early years, the political base of the 
movement had been broad, despite the pred0111i­
nance of the Old Finn party. Moreover, growing 
nU111bers of townspeople had joined the 

movement through the cooperative societies and 
banks. 

During the years of left-wing radicalism in the 
1 970s the Pellervo Society stood up for private 
property and enterprise. The Society joined EVA, 
the Centre for Finnish Business and Policy Studies, 
which had been established to pro1110te positive 
attitudes towards the business community in the 
midst of an anti-business atmosphere. Many on the 
political left and centre regarded EVA as an anti­
Soviet organisation maintained by right-wing 
elements. This was how the cooperatives viewed 
the private sector and it was difIicult for them to 
forget their old prejudices. For example, Metsäliitto 

was regarded as an MTK-based guardian of farmer 
interests and as a strange Finnish-speaking upstart 
in the otherwise largely Swedish-speaking 
dominated forest industry. Pellervo felt that 
keeping the increasingly producer-alienated SOK 
within the Society was both economically and 
politically significant as it helped "preserve the 
political status guo" .  The presence of the 
cooperative societies pacified relations with the 
retail trade and consumers, and maintained 
the united front of far111ers and the whole 
non-socialist sector of society. 

Although the leading government parties, the 
Centre Party and the Social Democrats, disputed 
the issue of agricultural subsidies, a consensus on 
agricultural policy emerged during the 1 970s. 

The Centre-Social Democrat axis allowed for 
agreement on basic policies and specific politi­
cally tinged projects. Both parties had their own 
cooperative strongholds. These they could 
reinforce by mutual agreement and so bring 
about a state of peaceful coexistence between the 
two cooperative movements. The progressives' 
central union KK gradually lost its role as a 
consumers' pressure group when the workers' 
parties assumed responsibility for government. 
Moreover, OTK and its member societies began 
to downsize their food industry. 

The cooperative societies had always had close 
links with regional objectives. Since the outset 
they were expected to level not only social but 
also regional differences. The movement played a 
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Food security is the foundation of a stable society. 
Most food in Africa is grown by women, so 
special emphasis needs to be given to make their 

work load easier. 
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fcc 
The Finnish cooperatives in  
development 

From the loeal to the global 

While cooperatives - controlled by their members 
- are essentially local institutions, their members 
have always understood the importance of inter­
national cooperation. After having actively 
followed the independence struggle of colonies, 
especially in Africa, the Finnish cooperative move­
ment was one of the first to step in to offer its 
support to the movements of the emerging 
nations. Together with the other Nordic countries 
and the backing of development funds, ambitious 
cooperative progranunes were initiated in Tanzania 
and Kenya soon after they became independent in 
the 1 960s. The programmes, which provided 
technical assistance in cooperative management, 
marketing, accounting, member education, savings 
and credit, proved successful and inspired other 
projects in other countries.The Nordic project had 
a lasting impact on the development of cooperative 
businesses in East Africa. At the same time, it 
opened up an opportunity for young professionals 
in the Finnish cooperative movement to face inter­
nationai challenges, which resulted in long-term 
cooperation between business organisations such as 
cooperative banks in Finland and Africa. 

Encouraged by these experiences, the coopera­
tive apex organisations founded the Finnish 
Cooperative Development Centre FCC in 1 990 to 
coordinate activities in development cooperation. It  
was designed to be a forum for the fruitful 
exchange of information and experience, and for 
the development and te sting of new ideas. The 
FCC encourages its members to actively partici­
pate in development cooperation and offers 
opportunities for personnel to work in inter­
national projects. However, it has to be stressed that 



cooperation is a two-way flow; it is always a process 
of sharing and learning from each other for the 
mutual benefit of all concerned. 

Since the early days projects have moved into 
new areas. The development of technology, the 

liberalisation of national economies and the 
globalisation of markets pose ever greater 
challenges. Questions such as gender equality, 
environment care, empowerment and participation 
of people are inherent in today's developl11ent 
cooperation just as they are in our own society. The 
need for cooperation and llnderstanding between 
nations and individuals in an increasingly 
inter-dependent world is greater than ever. 

Vallles are the cornerstones of the cooperative 
movel11ent as well as the building blocks of success­

ful development cooperation. The aim of the FCC 
is to support the people in our partner countries, 
especially in the rural areas, in their own efforts to 
improve their living conditions through socially, 
ecologically and economically sound development 
projects. We offer professional consultancy and 
information serVlces in the planning and 
implementation of cooperative and rural develop-

In FCC projects planning starts at the farms and 
vi l lages. The participatory planning process itself 
serves the members of the community as a forum 
for learning new ski l ls and gaining self-esteem. 

ment projects. Our clients are international donor 
agencies and NGOs, and we work in partnership 
with several consultant companies in the EU­
countries. The FCC has been working in l11any 
countries in Africa,Asia, Latin America and Europe. 
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significant role in  providing marketing contacts 
and distributing agricultural income. From a very 
early stage, Pellervo and Valio focused on support 
for economically backward regions, and even 
later Valio pursued a policy of developing 
northern Finland and the outlying areas of the 
country. The credit societies were instrumental in 
channelling state funds for implementing social 
policy, which in turn promoted the regional 
expansion of their network. By the post-war 
years, they gained importance in supporting the 
business eommunity as a network of local banks 
financing different areas ofbusiness and operating 
in all municipalities. The prominent role of the 
provinees was clearly evident in eooperation 
among forest owners. Metsäliitto tried to ensure, 
for example, that the state and its industries 
would not gain too great a say over private forest 
owners in the north. The idea was to ensure a 
demand for wood from its members throughout 
the country, even if the regional needs of loeal 
paper and pulp mills could not always be met. 
Although Metsäliitto was a eentralised and 
nationwide organisation, regional interests were 
taken into aecount through the loea] representa­
tives. Regional and local considerations have 
never ]ost their importanee in eooperation, 
polities or MTK. So long as the eooperatives paid 
the same price for produce collected from even 
the most distant farms, the inhabitation of the 
outlying villages and ham]ets was guaranteed. 

The eyes and ears of MTK 

MTK became the political backbone of the 
producers' cooperatives in the nationwide 
incomes and pricing agreements . For both the 
cooperative societies and MTK in particular, it 
was essential to have the right political contacts 
and good relations with those responsible for 
trade and agricultural policies. This network 
gave MTK added influence among the 
cooperatives. The much-respected chairman of 
the agricultural producers' organisation, Veikko 
Ihamuotila, who in 1 956  was also elected 
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chairman of the council of the Pellervo Society, 
became a leading authority on agricultural 
cooperation. 

MTK assumed Pellervo's fonner role of steer­
ing and developing the cooperatives. The last 
word was to be left to the producer organisation, 
which wished to develop the business structure of 
the cooperatives under the guidance of its chair­
man. MTK gave special support to the co opera­
tive slaughterhouses and Hankkija in their battle 
with SOK as it did not regard the retail societies 
as true producer eooperatives. MTK's position 
was largely adopted as the line to be followed by 
the Pellervo Society. Karjakunta was expelled 
from the Society and SOK gradually became 
alienated. MTK, Hankkija and Pellervo were all 
networked through strong personai contacts . 
Valio 's board of directors was mostly manned by 
persons in positions of trust in MTK, which also 

had close links with Metsäliitto. Both supported 
the stumpage price paid to the forest owners and 
MTK's chairmen held executive positions in 
Metsäliitto. These processes changed the nature of 
the Pellervo Society, which took as its core 
interest support for genuine producer 
cooperation, promoting growth, centralisation 
and company acquisitions. 

Already in the 1 960s there was talk of the 
death of the cooperative ideology. As the small 
communities broke up and the cooperatives 
expanded their fields of operation, there was a 
real risk of alienating the membership. In  
particular, the moving of service cooperatives 
into the urban conurbations ehanged the nature 
of agricultural cooperation. The cooperative 
bank organisation still had the image of a 
farmers' bank in the early 1 960s, but it was 
already moving into the towns where its future 
clients lived. This movement was related to the 
Centre Party's efforts to gain a foothold in the 
towns and cities. The growth of the cooperative 
banks and their urbanisation changed the 
structure of their lending policies and their 
clientele. These were natural changes, but there 
were those who expressed concern about the 
new member groups and the flow of money 



C O O P E R A T I V E S ,  C O M B A T  O R G A N I S A T I O N  A N D  T H E  P A R T Y  P O L I T I e s  

into the cities .  The farmers still identified 
themselves with their cooperative societies .  
Shop closures and the regional mergers of 
cooperative societies were, however, sources of 
concern. But all in all the rural cooperatives of 
the 1 960s and 70s still subscribed to a strong 

Pellervo spi1'it. 
Changes in the membership of SOK and 

OKO prompted the question of whether the 
Pellervo Society and cooperation still had any 
joint goals. The problem was whethe1' to make 
organisations like them toe the farmers' line 01' 
to let them go thei1' own way. MTK was only 
interested in "tho1'oughbl'ed" producer 
cooperation. During the 1 970s, the significant 
decline in the importance of agriculture made 
MTK support closer ties with the Pellervo 
Society and even their possible merger in line 
with the Swedish LRF. As the state gained more 
influence over agricultural policy and the rural 
population diminished, the guarding of farmer 
interests was to involve a front that was as 
unified and strong as possible. MTK also desired 
to strengthen the role of the producer in the 
cooperatives. The fact that MTK also attended to 
the interests of the cooperative societies, but had 
no explicitly regulated connection with the 
enterprises, was regarded as a weakness within 
the organisation. Many in the Society regarded 
the division of functions as clear-cut: MTK was 
concerned with economic policy and Pellervo 
with industry and marketing. Concern was 
expressed over Pellervo enterprises being 
identified with MTK, their relations with the 
retail trade and the unity of the population. 
Many felt that the Society and the cooperative 
societies were a unifying factor for the members, 
something beyond the scope of the MTK. 

Cooperative ideals scrutinised 

It appeared increasingly difficult to combine 
business operations with the social and political 
tenets of cooperation. The Pellervo Society took 
as its starting point the efficiency of the 

cooperative societies in terms of business. The 
original concepts of cooperation, however, were 
not regarded as having been exhausted over the 
years; nor were the social aspects of cooperation 
in contradiction with efficiency and cost­
effectiveness. It was only necessary to find new 
and contemporary, means to safeguard the 
cooperatives' ability to compete. By dropping out 

of the race, the cooperative societies would also 
lose the opportunity to further their members' 
economic interests. Increasing emphasis was also 
placed on the problems and failings of operations. 
Outwardly, the cooperative movement appeared 
strong, but as apathy spread among the member­
ship it was becoming l110re of a l11arket-economy 
organisation than an ideological association. 

Rapid changes in society, business efficiency 
demands and the challenge of competition had 
brought about a new approach, according to which 
the price paid to a member fm raw materials was 
to fluctuate in proportion to the costs caused by 
that member to the cooperative. This was ignored, 
however, in the case of outlying small producers 
and where the principle of even pricing would be 
unfair to the coopel'ative. It had not always been 
profitable to obtain raw materials from the "back of 
beyond" for the same price, but many felt that it 
had been all the more important for preserving 
political stability. Solidarity in pricing kept even the 
smallest farmer in the united front. 

But the competitive needs of the societies and 
the national economy appeared to call fol' 
policies for economic structures and growth 
comparable to the old rural settlement policies. 
The food industry needed good raw materials in 
growing amounts. In the early 1 960s, the 
cooperative slaughterhouses followed the 
example of the cooperative dairies and began to 
enlarge their volumes of raw materials and to 
improve the quality of their products. Their 
so-called efficiency bonuses were sharply criti­
cised as favouring large producers and contrary 
to the cooperative principle of equality. Fair 
treatment for all members spelt undeniable 
benefits for the cooperatives, but it entailed 
definite problel11s in terms of business. 

67 



S E A R C H I N G  f O R  T H E  T H I R D  W A Y  

WHEN SAFEGUARDS FAIL 

I n  a market economy 

D ebates in the 1 980s concerning 
cooperative values and identity posed 
the guestion as whether ti111e had left 
behind the core values of cooperation. 

The cooperative societies had adopted the sa111e 
111ethods as their c0111petitors, and the 1110ve111ent 
no longer represented 0ld-ti111e collaboration or 
the idea of 111e111bers being responsible for their 
own destinies. Me111ber influence had di111inished 
in the growing cooperatives, particularly in the 
urban service cooperatives, where personai 
C0111111it111ent was not so concrete an act as it was 
for far111ers. 1 t  was thus difficult to 111aintain the 
collective basis of cooperation. 

After the breakthrough, the number of me111bers 
was the main 111easure of a cooperative's success. 
During the period of regulation, the cooperatives' 
relations with the state were also of exceptional 
importance. Since then relations with the markets 
and competing enterprises gained in i111portance. 
1n 1 905, the cooperatives were a radical 1110ve­
ment. By the second world war they had become 
part of the market economy, and afterwards they 
beca111e an integral part of a state-regulated 
economy with MTK as their spokes111an. During 
the 1 990s, traditionai cooperation functions as 
enterprises and businesses, important to the 
national economy but without any major agenda 
of social or political reform. 
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One of the 111ain ideological changes of the 
1 980s was the conversion of cooperatives into 
c0111panies, the hiving off of specific operations 
into joint-stock companies. Cooperation took on 
the character of its competitors, but in the minds 
of speculative investors they were businesses 
"riding into the sunset" .  Cooperation had to take 
both its membership and image seriously. 1n the 
early 1 990s, the movement's identity suffered a 
severe shock when the Hankkija-Novera group 
went bankrupt. The central society's new name, 
corporate structure and course were not enough. 
The fate of Hankkija and the collapse of the 
progressive cooperative movement raised 
guestions about the nature and future of 
cooperation in general. 

The fundamental changes of the 1 990s ste111 
from the economic recession, the bank crisis and 
heightened international competition, but the 
worst challenge was to cooperative solidarity. New 
competition legislation made it impossible to 
continue the old type of nationwide federative 
cooperatives .Whenever the opportunity presented 
itself, the regions would try to gain the 
upper hand: the cooperative slaughterhouses dis­
continued their TLK central society, and there 
were splits in the Valio and cooperative bank 
organisations. The fear of local dairy closures 
disrupted the previously united cooperative 
dairies. Within the cooperative bank group, the 
small and financially solid rural banks were 
dissatisfied with the reckless lending policies of the 



urban banks and withdrew from the old bank 
organisation. Previously, the Pellervo Society had 
had to call for collaboration among the various 
sectors of the cooperative movement, now 
solidarity even within the sectors was threatened. 

For decades ofIicial settlement, regional and 
agricultural policies had sought to keep the whole 
country inhabited and agriculture alive in other­
wise unfavourable areas. By paying all the 
producers the same price regardless of their 
location, the cooperative societies had lent substan­
tial support to regionally balanced development. 
But farmers had to t:.ce considerable difIiculties 
when Finland opened its food market to interna­
tional competition in the 1990s. This increased 
concern within the food industry, which was 
dependent on domestic raw materials. In places, 
rural depopulation undermined the local coopera­
tive banks. 1n addition to the future of agriculture, 
the provinces were also concerned about the 
concentration of cooperative production in 
southern Finland.valio in particular had to struggle 
for restructuring that involved centralisation. Many 
smal1er dairies left the organisation for fear ofbeing 
elosed down. These measures have been even more 
difIicult for decision-makers concerned about 
employment. Among others, the governors of the 
northern provinces have pointed to changes in the 
relationships between regional development and 
cooperation. The northern region is beginning to 
lack milk processing facilities, slaughterhouses, 
central warehouses and even granaries. Finland 
j oined the EU in the mid-1990s and i t has now 
become usual to think that the provinces and 
regions should survive on their own merits and 
secure their own futures. The cooperatives origi­
nally responded to these needs. The Pellervo 
Society has made the new rise of the provinces one 
of its core themes of the 1990s. Regional issues are 
crucial to cooperation, which has always involved 
operations and decision making at the local level. 
In the Society's philosophy, however, excessive 
intra-group dispersion on a regional basis is 
detrimental. Moreover, local identity is often 
associated with the national character of 
cooperative production and its Finnish ownership. 

W H E N  5 A f E G U A R D 5  f A I L  

Safeg uards fai l  

The producer cooperatives benefited from their 
political influence in and traditional links with the 
Centre Party and the Social Democrats. Direct 
personai contacts with the inner circles of the 
political establishment gradually weakened, and 
one day the president of Finland was no longer 
from the Centre Party. In 1987 the party went 
into opposition for the first time in many years. 
The post of minister of agriculture, traditionally a 
Centre Party position, now went to a Conserva­
tive member associated with MTK. Despite this, 
the position of the producer organisation and the 
farming population deteriorated. The new Social 
Democratic-Conservative government and its 
consumer-friendly policies were not popular 
among the producers. 

Finland's rural population traditionally had three 
bases for safeguarding and monitoring its interests: 
the Centre Party, MTK and the central cooperative 
societies. Since Mauno Koivisto's presidency the 
role of the Centre Party in government has no 
longer been self-evident. This traditionai protag­
onist of the countryside was even losing its agrarian 
identity. MTK assumed a new role when Finland 

joined the ED. As political support waned, the 
commercial organisations remained the most 
prominent element of the above three bases, 
although most of the central societies have now 
been discontinued or [ace disruption. Dwindling 
political support [or agriculture was recognised in 
Pellervo's own analyses in 1992. Political decision­
makers would no longer channel money to 
Pellervo-afIiliated enterprises, which would now 
have to depend on the market for their money. The 
former security that enveloped the fanner and his 
cooperative society was t:.lling apart, when the 
"feather-bedding" system of import controls and 
guaranteed prices erected during the 1 950s was 
dismantled. 

1n anticipation of fundamental changes, the 
Pellervo Society set out to seek a new and more 
active role in supporting cooperation. This began 
before Finland joined the EU and before the old 
system of agricultural income negotiations had 
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ended. Since then the price of agricultural 
products is determined in the corridors of the EU 
power and the market place. Pellervo took upon 
itself the task of helping the owner management 
of the cooperatives understand the tremendous 
changes that were to take place and to adapt to 
them. The Society surveyed the effects of 
European integration on the conditions under 
which the cooperatives could opera te. 1n 1 993 it 
raised the leading elected representatives of the 
central societies to its board of directors in place 
of the managing directors . The latter, with whom 
MTK had negotiated and made agreements in the 
days of the regulated economy, now had to make 
way. The new board wished to help cooperative 
owners by first reviving the old principle of self­
help. 1t began to focus on the ability of individual 
cooperatives to stand alone, to bear greater 
responsibility for themselves and to find their way 
out of the structures of a closed economic system, 
as well as a centralised corporate organisation that 
had managed to blur negotiating and ownership 
responsibilities, and even the boundaries of 
political power and responsibility. The long 
post-war period of regulation, which had made 
the membership passive, was now regarded as an 
abnormal time in the history of the movement. 

Towards a general l ine? 

1n the public image during the postwar years, the 

Pellervo Society was associated with MTK and 
the Centre Party. When deregulation set in, the 
Society's leadership felt it was possible and even 
desirable to dispel this concept. During the 1 990s 
the leaders met with perhaps more political 
parties and groupings than ever before. The man­
aging director said that the Society wished to 
return to the "general line" of the early 1 900s. 
The Society gradually accepted the idea that the 
traditionai Opposltlon of producers and 
consumers was a thing of the past and it could 
develop into a j oint o1'ganisation for all coopera­
tive ventures in Finland. Its members still included 
the cooperative banks and the rapidly urbanising 
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Lähivakllutus insurance company. 1t had become 
increasingly important to build bridges towards 
the consumers even in the producer cooperatives. 
New cooperatives fanned by the economic 
recession did not necessarily appreciate the old 
contacts with MTK 01' the Centre Party aio ne. 

MTK and the Centre Party, however, have 
remained a prominent reference group for the 
Pellervo cooperatives and the Society in general. 
The managing director and the directors of the 
central societies have been Centre Party members, 
and the former chairman of MTK chaired the 
Society's council through the changes of the past 
years. The Pellervo leadership had close contacts 
with the former chairman of the Centre Party. 1n 
the late 1 980s he and a group of financiers had 
planned the 1'estructuring of the Finnish economy 
and the concept of a bastion of Finnish (or 
Conservative-owned) capital - the so-called KOP 
camp - together with that 1'ep1'esented by the 
members of Pellervo. The Society's leaders listened 
with inte1'est to these plans, showed a some interest 
in these plans, but they we1'e neve1' realised. 

Pellervo's progress suffe1'ed another blow when 
SOK, which sought a new reference group, 
resigned in the 1 990s. SOK feared it would be 
politically branded so long as it remained a mem­
ber. This marked a growing differentiation of 
consumer cooperation beyond political bound­
aries. These fundamental changes spelt internai 
disruption for the Society and its cooperatives, 
but on the other hand relations with the progres­
sive and Swedish-speaking cooperatives 
improved. Clarification of the division of tasks 
within trade and industry eradicated many 
conflicts. Firstly, the coope1'atives gave up their 
dai1'ies. When TLK purchased OTK's meat oper­
ations in 1 98 1 ,  these developments ma1'ked 
attempts to imp1'ove relations between the 
agricultural sector and the conSllmers. The 
fo1'mer competition between Pellervo members 
and the prog1'essive cooperatives died down and a 
new willingness for joint ventures between SOK 
and the consume1' cooperatives developed. When 
the progressive consume1' cooperatives collapsed, 
Pellervo took the opportunity to welcome the 



"hol11eless" to its own organisation, 
bllt this was not considered seriously 
before the group's own cooperative 
retail sector resigned. On the 
o ther hand, collaboration was 
re-es tablished in 1 993 with the 
Swedish-speaking cooperatives, 
which had resigned over disputes as 
far back as the 1 9 1 0s .  

A new national 
strategy? 

Historically, the cooperative l110ve­
l11ent, the international situation and 
Finland's own survival strategies have 
been closely Iinked. During the years 
of Russian oppression, of war and 
reconstruction, of political consensus 
and the welfare state, the cooperatives 
have always played a constructive role 
and sought their own field of opera­
tion. The collapse of the Soviet 
Union and Finland's membership of 
the European Union posed a new 

international and political situation. 
The cooperatives are again addressing 
their modes of action and the Finns 
are considering their national 
strategy. The Society sees similarities 
between the fundamental changes of 
the 1 990s and the eadier ones . The 
"Russian onslaught" of the years of 
oppression has now been replaced by 
the onslaught of market forces. And 
since Finland's EU membership in 
1 995 came with as l11uch suddenness 
and surprise as the February 
Manifesto of 1 899, national goals and 
solidarity are again desired items. 

In 1 995 ,  the cooperatives and 
MTK began to call for a "social 
contract" to safegllard food produc­
tion in Finland, the idea of a new 
national agenda. Relations between 

In October 1 991  over 1 5 000 F innish farmers 
took part in a massive demonstration, carrying 

banners and placards voicing their fears that 
membership of the European Union would 
prove fatal to Finnish agriculture. 
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society and this sector suffer from the burden of 

history, so it was necessary to dismantle old atti­
tudes, improve interaction and discuss national 
obj ectives within the framework of the European 
Union. Many felt that Finland should act selfishly 
in regard to the EU in order to support its own 
food chain. The challenge facing this chain in the 
new situation is to prove that it is a necessary and 
useful part of the economy by convincing the 
consumers and Finnish society in general of its 
principles, transparency and determination to 
forge ahead. Society, in turn, should provide this 
sector with the means to operate and should also 
prepare a national agenda for the production of 
food. 

The new national agenda gathered support as 
the most fervent attitudes towards agricultural 
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policies waned and decision making largely trans­
ferred to Brussels. MTK, the Centre Party and the 
Pellervo Society are unanimous in calling for a new 
strategy based on Finnish resources. Even the tradi­
tionaI opposition has expressed its understanding.A 
long-term former prime minister and leading 
Social Democratic politician recently underlined 
the importance of a successful food industry for 
producers, consumers and society as a whole. It is 
of course possible that no new strategy will 
emerge, so Finland will be integrated into the 
international system, companies will establish 
direct links to developments abroad, and traditionaI 
nation states will lose political and economic con­
trol. However, in spite of internationalisation, 
Pellervo enterprises remain firrnly rooted in 
Finnish soil. 
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THE PELLERVO SOCIETY 
ORGANISES* 

Cooperative societies 
established , , T he watchword - if such it can be 

called - of the economic life of 
this century has been laissez faire," 
wrote Dr Hannes Gebhard in his 

study of farmers' cooperatives in other countries, 
pllblished in Bonn in 1 898. "Individllal freedom 
of action has been widened in the name of free 
competition and the wealth of nations increased. 
However, unrestricted competition has allowed 
the accumulation of tremendous wealth in the 
hands of the few. And for those trampled under 
the feet of the mighty, the age of prosperity has 
n1eant enslavement." 

The immediate reaction to this was revolution­
ary socialism, bllt gradually there emerged the 
idea of collaborating in free enterprise, of 
working together rather than alone, in order to 
improves their well-being. Cooperatives were 
established, new kinds of enterprises, the purpose 
of which was to serve the interests of their 
owners and members by replacing private 
businessmen and the owners of capital and 
producing a profit for their members. 

Among the farming population, these com­
mercial endeavours took the form ofjoint buying 
and selling organisations and credit and insurance 

* Ori!,inal text shortened by Annastiina Henttincn 
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associations. Cooperation helped the [,lrmers to 
produce more cheaply, obtain a better price for 
their raw materials by industrially processing 
them, arrange sales more favourably and acquire 
capital through credit and insurance. While 
abroad, Gebhard had noticed that the creation of 
one cooperative soon led to others. The real 
strength of local, primary cooperatives came 
when they joined together in federations and 
central societies. The purpose of cooperation was 
to join individuals together locally. The next stage 
was when the local societies joined together to 
form national central societies. 

Within a decade after the appearance of Geb­
hard's pioneering work, a rapid start had been 
made to cooperation in Finland. On his initiative, 
and with the backing of a nllmber of Helsinki 
intellectuals, the cooperative Pellervo Society was 
established in autumn 1 899. In 1901 the first 
Cooperative Societies Act was passed and by 1905 
there were four central societies for local cooper­
atives. "As in a house, we stood within four walls 
- the retail cooperative societies, dairies, credit 
societies and others. And we had already built four 
towers: SOK, Valio, Hankkija  and OKO. Within 
this building we now have 1800 rooms," wrote 
Gebhard in 1 909. 

In Gebhard's view, the aim of cooperation was 
to place business life on a healthier basis and in 
accordance with the needs of the people. Dlle to 
its pursuit of profit, capitalism was organised from 
the top down, whereas in cooperation it was the 



reverse. Under capitalism, industrialists competed 
to produce as much as possible as cheaply as 
possible, and quality was often a secondary 
consideration .  Moreover, the chains of middle­
men meant an additional expense in trading, 
which was naturally passed on to the consumers. 
1n a cooperative, it was the consumer who 

decided what goods were required and how 
much to pay for them, and the society who placed 
the order. Similarly, banking should be oriented 
towards those in need of credit rather that the 
pursuit of interest. The cooperative was the best 
form of enterprise for farmers as successful joint­
stock companies invariably landed up in the 

hands of the financiers. 
Even before the Cooperative Societies Act was 

passed, the Pellervo Society had urged farmers to 
organise the purchase and sale of agricultural 
supplies and produce through the farmers' 
societies. Pellervo's Välitysliike buying agency was 
established in 1 90 1  for this purpose and was fairly 
successful in reducing the prices and improving 
the quality of agricultural supplies. Problems arose 
from its weak local contacts,juridical position and 
lack of capital. 

Following the Act, the first genuine coopera­
tives were established, foremost among them the 
dairies due to butter being the farmers' main 
product and an important export. Some of the 
new cooperative dairies were created from former 
j oint-stock dairies, the incentive being the 
availability of state loans. The dairies were strictly 
controlled and for butter to obtain a decent price 
it had to be of high quality. Great attention was 
paid to hygiene in livestock raising and butter 
production, as well as to member commitment, 
delivery reliability and competent management. 

Farmers had to join together to obtain 
j oint-liability loans as cheaply as possible. Small 
cooperative credit societies needed a central loan 
fund, which Pellervo developed along the 
Raiffeisen model in Germany. The Osuuskassojen 
Keskuslainarahasto- Osakeyhtiö (the cooperative 
credit societies' central credit fund, OKO) began 
operations in 1 902 and succeeded in obtaining 
state aid and a considerable state loan. This led to 

T H E  P E L L E R V O  S O C I E T Y  O R G A N I S E S  

the formation of numerous credit socletles in 
accordance with a specific operating model and 
set of principles. They only provided credit for 
well-planned projects to promote agricultural 
production. A small size was favoured for a rural 
credit society as its members would know each 
other and thus be more likely to accept joint 
liability for its debts. 

The idea of cooperation spread among Finnish 
urban workers aIong the lines of Great Britain. 
Stores operated by cooperative societies were 
established before the Pellervo Society came into 
existence. Farmers' societies, however, refrained 
from setting up stores, as they were doubtful of 
their success. 1n Central Europe, the movement 
had only succeeded when in capable hands, in 
densely populated areas and as inter-class 
enterprises. This is why farmers were urged into 
joint buying and selling cooperatives or credit 
societies and dairies. Because people thought 
differently about the issue of cooperative stores, 
Pellervo was forced to give advice on setting up 
retail cooperative societies. 

Forest industry products were among Finland's 
most important exports. As the wood required by 
industry came from mainly farmer-owned forests, 
and because industrialists bargained from a 
position of strength, there was an understandable 
need for farmers to organise into cooperatives. 
Pellervo was again cautious, as it doubted the 
ability of forest owners to comrnit themselves to 
and invest in cooperatives and successfully 
compete with the large and experienced compa­
nies. There were no precedents from abroad; 
neither was it thought desirable to question the 
primariness of agriculture in the farming 
economy. 1nstead of going in for processing, as 
Pellervo urged, forest owners were advised to 
collaborate in forest management and timber sales. 

The foundation of OKO in 1 902 was followed 
by the establishment of other central cooperative 
societies: SuomerL Osuuskauppojen Keskuskunta 

(Finnish Cooperative Wholesale Society, SOK) in 
1 904, and Keskusosuusliike Hankkija (Central 
Cooperative Society Hankkija) and Voinvientiosu­
usliike valio (Butter Exporting Cooperative 
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In order to promote its market 
presence, Valio took the early 
decision to concentrate on quality. 
Its main problem was that milk easily 
went of[, so hygienic conditions had 
to be improved. As cows were kept 
in the pastures far from the milking 

room, the milk was already badly 
warmed before the separator was 
activated. Inspection societies were 
established alongside the dairies, 
whose skilled dairymaids advised 
farmers on milk 111. . na 

...... -
-- -

In 1 9 1 6,Valio set up a 
laboratory to research 
dairying. Its manager , 
Dr Artturi Ilmari 
Virtanen investigated the 
possibilities of keeping 
silage fresh without any 
significant nutritional 
loss. For the AIV process 
he developed, Virtanen 
received the Nobel prize 
for chemistry in 1 945.  
Ever since the 1 940s, 
silage silos have been a 
feature of the Finnish 
countryside and a fine 
example of far-sighted 
cooperation. By paying 
for the research, farmers 
improved both the 
quality af their products 
and their standard of 
living. 



Consumer 
education began 
in the 1 960s. 
The hitherto 
strange flavour 
of yoghurt was 
introduced 
at a ll1aSS � tasting. 

Consumer orientation 
has become the starting 
point in product 
development. New 
thinking is centred around 
health-promoting and functional 
food products. 

l liter 
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TURNOVER OF CENTRAL WHOLESALE GROUPS 

1 960, 1 960 and 1 970 

SOK Hankkija Labor OTK Kesko Tuko 

1 950 1 4,9 % 4,3 % 0,8 % 1 4,6  % 12 ,9  % 52,5 % 
1 960 1 5 ,5  % 6,1  % 0,8 % 13 ,6  % 1 9 ,6  % 44,4 % 
1 970 1 6,9 % 7,9 % 

Society Valio) in 1 905.  Although Pellervo had 
always stressed the importance of central societies, 
developments were far quicker than it imagined. 

SOK was largely the creation of the Tampere 
area workers' cooperative societies. Twelve, mainly 
workers' societies were present at the foundation 

meeting, and of the 68 cooperatives then in 
existence, 37 were represented at the delegate 
conference. Even then there were differences of 
opinion with Pellervo over the organisation 
model, largely due to the workers' suspicions of 
the bourgeois character of the Society. Doubts 
were also expressed as to how the interests of 
consumers and producers could coincide in the 
agricllltural produce trade. 

Hankkija was established by 1 8  cooperative 
dairies, 27 credit societies and two buying and 
selling organisations. It carried on the work of 
Pellervo's Välitysliike, bllt functioned as an inde­
pendent central society. Valio was the outcome of 
pressure from the cooperative dairies, but Pellervo 
also played an influential role. Even so, only 1 7  of 
the 200 or so dairies joined Valio initially. 

Successful business operations 

Pellervo exerted an important de facto influence 
throllgh having its representatives on the boards 
of many central societies. The Society's intellectu­
als exercised the owner's voice in the supervisory 
boards of OKO and Hankkija. Valio's sllpervisory 
board was in the hands of farm.ers representing 
the l11ember dairies and SOK's board, until 1 9 1 5 ,  
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1 2,4 % 21 , 8  % 4 1 ,0 % 

was manned by representatives of the workers' 
consumer cooperatives. 

The supervisory boards of Hankkija ,  OKO and 
SOK obtained a powerful position in corporate 
management. Professor Alfred Oswald Kairamo, a 
founder member of Pellervo, a social influencer 
and friend ofGebhard, was in charge ofHankkija.  
He was also a trustee of KOP bank, Hankkija's 
l11ain financier. The chairman of OKO was 
another Pellervo man, Julian Serlachius, a 
well-known lawyer and drafter of the 1 90 1  
Cooperative Societies Act. Valio's management 
was in the hands of professional managers. 

Pellervo also exerted a strong influence over the 
choice of top managers. Pellervo's founder, Hannes 
Gebhard, was general l11anager of OKO until his 
death in 1 933. Hankkija's was the former leader of 
Pellervo's Välitysliike. From 1 908 onwards, Valio's 
was the brilliant historian and economist, Dr F.M. 
Pitkäniemi. Although his doctorate thesis 
concerned international trusts and cartels, 
Pitkäniemi had no practical business experience. 
This, however, was compensated for by a strong 
character and exhallstive knowledge of the global 
economy. Under his leadership, which las ted until 
1 944,Valio enjoyed incredible success. 

Many others of the early, Pellervo-oriented 
l11anaging directors had no previous experience 
of business management. The commitment of the 
central societies to the common goal was ensured 
through appointing the same people to two or 
more company boards . For the same reason, 
central society representatives were elected to the 
board of the Pellervo Society. 
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Establishment and growth of Pellervo central societies 

Cooperative enterprises are characterised by networking.  I n  addition 
to the local or primary cooperative society model there are also central 
federative structure composed of the primary cooperative societies. 
and their central societies. This federative process occurred early on in 
the history of Finnish cooperation and became quite extensive. It 
retained its original  character unti l  the early 1 9905. 

ESTABLISHMENT AND GROWTH OF PELLERVO CENTRAL SOCIETIES 
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Although dairies 
at the beginning 
of the century 
were small, they 
nevertheless 
offered milk 
suppliers the 
chance of a 
regular income. 

Finland's largest churn 

in the Viipuri cooperative 
dairy, 1 929. 



The 1 960s were years of l11Ol11entous change. 
Dairy production diversified and l11achinery 
l11odernised. Nowadays, production is concen­
trated in a few dairies to ensure efficiency and 

lllaxil11ise capacity l1tilisation. 
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Economically speaking, Pellervo enterprises 
started up at a favourable time. Foreign trade 

expanded steadily from the early 1 890s to 19 14. 
Hankkija's beginning, however, was less auspicious 
as the sales of agricultural supplies and machines 
did not rise as quickly as costs. SOK and Valio, on 
the other hand, got off to a good start. The former 
bought and sold industrially-produced goods and 
groceries and entered into direct sourcing 
agreements with suppliers, and the latter obtained 
for its high-quality butter a price on the British 
market that slowly approached that of the finest 
Danish product. As this facilitated Valio's ability to 
pay the dairies, it attracted new members, and by 
1 906 the company accounted for a fifth of all 
Finnish butter exports. 

The cooperatives experienced their first serious 
recession in 1 907-08. Hankkij a  suffered in 
particular as its business was largely financed by 
bank loans. Rising interest rates coupled with 
lower than predicted sales and massive investments 
led to negative performance. Even though retail 
cooperative societies were allowed to join in 1 905, 
and the farmers' societies and private individuals in 
1 908, this did not improve the company's weak 
capital structure. Its share capital remained low and 
member commitment left much to be desired. The 
1 9 1 0s were good years and the company showed 
a profit. During the first world war, Hankkija 
began trading in grain, leather and firewood, 
purchased its first flourrnill, and began improving 
seed quality, manufacturing machines and electri­
fying the countryside. 

Hankkija's problem was that it laeked the same 
homogeneous membership as the other central 
societies. When the retail societies became 
Hankkija's main buyers of agricultural suppliers, it 
built its operations around them. Due to their 
character, however, Pellervo feared that Hankkija 
would fall into the hands of the labour movement. 

Nevertheless, the Society had to acknowledge the 
importance of the retail soeieties in agricultural 
cooperation. The biggest problem was the tension 
between the urban workers' soeieties and the rural 
ones, which culminated in 1 9 1 6- 1 7  in a split in 
the SOK cooperative movement. 
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F. M .  Pitkäniemi 

Despite the recession, SOK thrived, but 
nevertheless some hundred societies went bankrupt 
between 1 908 and 1 9 1 4. After the recession, the 
central societies were quite suecessful, growing 
impressively within a short period. In 1 9 1 2, the 
value of sales by the largest cooperative enterprises 
were in much the same class as the output of the 
largest - mainly forest industry - companies. 

The central societies opera ted with a small 
share capital in order that the threshold for loeal 
societies to join was as low as possible. Member 
societies, however, were required to take up 
additional shares as their turnover grew, butter 
production expanded or purchases from their own 
wholesale society increased.This obligation to take 
up additional shares to improve credit worthiness 
applied to all societies. As share payments were 
never large enough to finance the societies, 
considerable bank loans were required. SOK and 
Hankkija established their own capital-raising 
companies. 



The financial solidity of the central SOCletles 
was strengthened by the influx of new members, 
increased share payments and profitable 
operations. As only modest dividends were paid 
on purchases, this helped the accumulation of 
funds. To avoid tying up capital in slow turnover, 
SOK kept stocks to a minimmn and demanded 
quick cash payment from its members. Valio, on 
the other hand, purchased butter from its 
members on account and only paid them when it 
itself had received payment. 

SOK grew into Finland's largest wholesaler, 
following the day's price principle and only 
offering quality goods. lt nevertheless avoided top 
prices and all forms of competition. Member 
societies were allowed to buy from other whole­
salers if the prices were lower or the goods 
unavailable from their own supplier. SOK tried to 
maintain the same price for all members, but in 
practice those buying large quantities received 
discounts. 

On the whole SOK had good relations with its 
member societies, and their purchases from the 
central society accounted for 70-90 per cent of 
total sales. ln the early years, slightly more than half 
of SOK's sales went to them. As it was 
possible to buy without joining, not all societies 
became members. Even so membership grew 
rapidly, raising from less than a tenth of the 
existing cooperative societies at the time of its 
foundation to about a third by 1910 and almost 60 
per cent ofthe more than 400 societies by 1 914 .  ln 
addition, most of the non-members also had 
business relations with SOK. On the eve of the first 
world war, SOK was to all practical purposes the 
sole wholesaler of its member societies. 

With the outbreak of hostilities difficulties 
arose in importing from the west so SOK and 
Hankkija redirected their sourcing operations to 
Russia. There were no problems with supply, but 
it  was impossible to me et the demand for all 
goods. Shortages led to a growth in membership 
as the societies were in a privileged position. SOK 
also managed to curb the rise in prices, which 
naturally pleased the societies. Ultimately about 
90 per cent of the 500 or so societies became 
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members. ln order to guarantee supplies, good 
quality and fair prices, SOK began its own 
production during the war. 

Valio gained the edge over all other butter 
exporters and achieved almost the same price as 
the Danes . By 1 9 1 4  its share of the export market 

was over four-fifths. Every year Valio produced a 
profit .  To avoid over dependency on exports, the 
company set out to conquer the domestic market. 
Successful business operations coupled with the 
good prices paid for quality butter in the market 
place enticed more cooperative dairies to join. ln 
1 905 only about a tenth of them had joined, two 
years later almost half of them were members, and 
by 1 9 1 4  about 60 per cent of the 400 or so 
cooperative dairies were in Valio. 

Opposition to Valio among private businessmen 
increased and the company was unscrupulous in its 
response and was particularly aggressive towards 
other cooperatives. Pellervo felt that there was no 
room for competition within the cooperative 
movement, and considered that Valio had improved 
its efficiency enough from competing in the 
export market. 

Valio survived the war in one piece. Trading 
relations with Germany were broken off once it 
became the enemy, but Valio was the only Finnish 
butter exporter to continue exporting to Great 

Britain at the beginning. For this reason it gained 
new members and strengthened its relations with 
existing ones. Although the best price for butter 
was obtained on the export market, after 19 17  even 
Valio was forced to depend solely on the domestic 
market. Valio branched out into the unrationed 
cheese and milk trade, establishing milk selling 
cooperatives and building its first plant to produce 
milk and butter from its own dairies. 

The state loan granted to OKO in 1903 
sufficed for years. In the 1 9 1 0s, capital began to 
trickle back from the credit societies to OKO, 
which already received their deposits. OKO 
began granting loans to other cooperatives, and 
by the end of the decade these were larger than to 
the credit societies. Other forms of financing 
developed alongside state loans, bank deposits and 
share capital. In 1 9 1 5  the Bank of Finland granted 
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The coop store lay at the heart of 
rural cooperation. It bought and 
marketed the produce of field and 
forest. The Kuusamo cooperative's 
main outlet was a well-stocked 
general store like most other coop 
shops. 

By the 1 950s coop stores had become 
lighter, but they still supplied every­
thing a household needed. Self-service 
and pre-packs arrived in the 1 970s. 
SOK was a pioneer in developing 
department stores in Finland. 
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an interest-free loan from its profit fund, and 
commercial banks and private individuals 
subscribed to OKO's new capital floatation. In the 
following year KOP bank underwrote OKO's 
first bond loan. In the 1 920s the credit societies 
were allowed to accept deposits also from 
non-members. 

As the credit societies were completely depen­
dent on OKO loans, and because they were 
unable to take up shares in the central societies, 
the bank retained great power over them for a 
long time. It was not until the 1 920s that they 
managed to buy the share capital of OKO from 

private individuals. At this stage the state became 
the majority shareholder in OKO, which in turn 
weakened the credit societies hold over it. The 
credit societies successflllly fOllnd their role in the 
cash flow between the state and the countryside. 
They reloaned the capital the state had loaned 
them for developing agriculture and settlement. 

Two new Pellervo central societies appeared 
during the war. The fatstock selling cooperatives 
(cooperative slaughterhouses) , set-up earlier to 
fight against requisitioning by the army, applied to 
the Pellervo Society for help in establishing a 

86 

monopoly in the meat trade, firstly in Russian 
army procurements and then in the civilian 
market. This led to a nationwide network of fat­
stock cooperatives and the foundation of a joint 

body which soon developed into a central society, 
Suomen Kaljakeskuskunta (Finnish Livestock 
Central Society Karjakunta) in 1 9 1 8 . This 
enabled its members to obtain a foothold in the 
urban meat trade, eliminate internecine 
competition and improve prices. Exceptionally, it 
was established without Pellervo approval. 

The other central society was Jälleenvakuutus­
yhdistys Vczkava (Vakava Reinsurance Society) 
founded in 1917 .  Fire insurance associations were 
comparable to cooperative societies. They 
established a central society because they saw in the 
payment of dividends an undesirable flight of rural 
capital to the towns and industry. In 1 926 Jälleen­
vakuutusyhdistys Kekri (Kekri Reinsurance Society) 
was established alongside Vakava for the livestock 
insurance associations. In its vigorolls struggle for 
the reinsurance business of the fire insurance 
associations, Vakava had by 1 934 been joined by 
1 56 insurance associations, its worst competitor 
having lost forty societies within a few years. 

I 
I 



UNDER THE LEADERSHIP OF 
CENTRAL SOCIETIES 

Changes in the corporate 
environ ment 

T he era of laissez Jaire ended with the 
first world war, after which inter­
national trade became characterised 
by protectionism, import quotas, 

bilateral agreements and export subsidies.  
Governments intervened in inter-company 
relations, restricting or promoting the traffic in 
goods in the national interest. It thus became 
imperative for companies to influence trade poli­
cies within the country through their federations, 

associations and perso nai contacts. Pellervo enter­
prises had excellent contacts among civil servants 
and politicians, and Pellervo leaders occupied key 
positions in the political arena. 

Pellervo identified itself with the national 
interest, agriculture and farmer-owned enterprises. 
The political clout of the Agrarian Union could be 
se en in the advantages gained by cooperatives, 
which other companies did not view kindly. The 
subsidies paid to exporters of agricultural produce 
helped Pellervo companies pay for raw materials, as 
export prices were higher than domestic ones. 
Pellervo companies were also successful in 
obtaining export quotas. 

One feature of the changing environment was 
the formation of groups. In his thesis on 
international cartels, Valio's general manager F.M. 

Pitkäniemi had observed how companies organise 

themselves into national and international groups 
in order to maintain profitability by influencing 
supplies and prices. Agricultural producers could 
use the same successful mechanism for themselves. 
Close collaboration between farmers' cooperatives 
would protect them against the cartels and trusts 
working to reduce agricultural prices. 

Pellervo cooperators recognised the advantages 
and benefits of cartels in the national economy. 
Those serving only the interests of capital, 
however, were considered socially dangerous. 
What was problematic from the point of view of 
both the consumers' and workers' cooperatives 
was that these "farmer" cartels were just as guilty 
of increasing prices as the rest. This view only 
became more pronounced during the wartime 
food shortage and the internecine struggle within 
the cooperative movement. Pellervo's assurances 
of the common interests of agricultural coopera­
tives and consumers fell on deaf ears. 

During the 1920s and 30s, the managing direc­
tors of cooperative central societies were already 
experienced people. S0l11e of those who had 
begun in the early years of the century continued 
in office. The new ones were recruited from inside 
Pellervo cOl11panies, often promoting one of their 
own directors. The farmer directors in the 
provinces obtained a stronger position within the 
elected bodies of their cOl11panies, except in OKO 
whose administration reflected its close ties with 
the government and its agricultural policies. 
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Metsäkeskus failed to establish a foothold in the early 1 900s. Forest cooperation 
was limited to a small sawmill, often combined with a flourmill. 

1n 1 922, Metsäliitto '5 

predecessor, the 
Pellervo Metsänomis­
tajan Metsäkeskus 
Oy, founded its own 
wood yard in Kotka 's 
export port. 

1n the early 1950s, 
paper industry 
products accounted 
for almost half of 
Finnish exports. 
This was the time 
when cooperative 
operations in the forest 
industry began their 
astonishing rise. 



The 1 ()l)( )s  in the forest sector were lll arked 

by lllassive i Ilve,tJ11en ts ;111 d company take-overs. 

Gre;lt emphasis W;lS pbct'd 011 i n n ovative prod­

ll ct  develop1l1t' l l t  a l ld care f()r the environlllent .  

Olle of Mets�i-Serb \ larest investll lcnts was in 

the l<. irkniel1li  paper l l l i l l .  

I n  1 977 Oy M e ts:i- 13otnia Ab\ Kaskinen pla n t  

began producing bleachcd cellulose fi'oJ11 wood 

groWll in the pr()\'i n ce .  
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SOK's first venture into manufactu ring was 
a brush factory opened in 1 9 1 6. The flagship, 
however, was the match factory because most 
of its output went for export. 

Power relations between the professional 
managers and elected officials in the central 
societies varied. As the supervisory boards grew in 
size, the individua1 l1lember became estranged from 
the decision-l1laking process. A strong professional 
l1lanagement continued in Valio, whereas financial 
difficulties undermined the position of Hankkija's 
11lanagement. A well-connected supervisory board 
chairman and the hold of the financing bank 
limited the l11anaging director's authority. 

As the il11portance of regulations and subsidies 
grew in the operating environl1lent and its organi­
sation beca11le 11lore group oriented, the old ideas 
of the Pellervo intellectuals were abandoned. 
Professor A.O. Kairamo, a foullder member of 
Pellervo and chairman of Hankkija's supervisory 
board, resigned at the end of the 1 920s. In his 
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valedictory speech he expressed views that 
diverged from the general trend. He considered it 
quite natural that some companies, also cooperative 
ones, would sutTer in competition. He emphasised 
the importance of members, responsibility and 
economic risk, and disapproved of other 
cooperatives subsidising l1nprofitable operations. At 
the same til11e, however, there had been a vast 
increase in the range of government sl1pport. 

With varying success 

One of the greatest Pellervo success stories of the 
intelwar years is Valio. Trading relations interrupted 
by the first world war were rebl1ilt, one domestic 
competitor after another was annihilated and the 
company managed to achieve Danish-level prices 
for its butter exports . 

For the cooperative l110vement as a whole, the 
1 920s and 30s was to be a Golden Age. SOK's 
share of the wholesale market in the 1 930s was 



around 1 5  per cent, and its member socletles 
controlled about a fifth of the retail market. Over 
half of their purchases were from SOK, account­
ing for almost four-fifths of its turnover. Once 
SOK expanded its industrial basis, especially into 
milling, the share of own production in sales 
increased. Following the split in the cooperative 
movement into the neutral and progressive 
camps, SOK concentrated more on the farming 
community, ie, trading in agricultural supplies and 
produce like grain, meat and eggs . It was not until 
1 928 that SOK paid a dividend to its member 
societies, but as this was in the form of a bond it 
still retained control over the capital. 

Hankkija, too, consolidated its position as a 
wholesaler of agricultural supplies. It supplied dairy 
machinery, electrified the countryside, manufac­
tured farm machines, purchased crops, and offered 
farmers advice and support. The company showed 
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a profit throughout the 1 930s and became eco­
nornically secure for the first time in its history. It 
worked hard to reduce its debts and escape from 
credit society dependency, similarly stressing the 
importance of profitability, thrift and building IIp 
reserves. Minimllm stocks and cash trade was 
recommended. Both SOK and Hankkija managed 
to make a profit during the Great Depression. The 

retail societies strengthened their position as 
Hankkija's members and main sales outlets. After 
1 930, Hankkija only accepted local cooperative 
societies as new members. In 1935 the company 
declared its first modest dividend, most of which 
was retained as a compulsory, interest-bearing loan. 
As reserves were accumlllated, the company was 
able to declare another modest dividend in 1 938. 

After the first world war, Pellervo agricultural 
producers established two new central societies. 
With help from old Pellervo organisations and 
inilllenced by the Danish model, fifteen egg selling 
cooperatives set IIp Vientikunta Muna r.l. (Egg 
Exporting Society Munakunta) in 1 921 to manage 
the export of eggs. It was not sllccessful as falling 
prices forced the company out of the export mar­
ket and the overvalued Finnish markka under­
mined profitability. Also in the domestic market it 
was some time before Munakllnta had any success. 
This, paradoxically, occurred during the depression 
- largely thanks to the Export Sllbsidies Act of 1 929 
- when many other companies went to the wall. 

Also in 1 92 1 ,  forest owners joined together to 
establish Metsänomistajain Metsäkeskus Oy (Forest 
Owners' Centre Metsäkeskus, later Metsäliitto) to 
combat the dominance of the big forest companies 
in the wood trade. Although this was a grassroots 
initiative, it was encouraged by Pellervo and a 
number of other agricultural and forest associations. 
Despite the failure of earlier attempts, the new pIan 
called for a strong central society to organise the 
local companies of forest owners, which wOllld also 
function as their marketing olltlet. This was much 

For its first three decades, OKO's head 

office was in the Pellervo Society's 

house, and it was not u ntil 1 932 that 
it acquired its own bui lding.  
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Many cooperative 
banks opened their 
first branches in a 
farnler's "office" .  
As people moved to 
the towns, so the 
cooperative banks 
followed, expanding 
their business and 
widening their 
clientele. 
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the same as had taken place with the credit societies 
some twenty years earlier. It proved, however, 
difficult to find the necessary capital from the over 
8000 private forest owners, two hundred or so rural 
districts, and dozens of parishes, cooperatives and 
other associations. 

Metsäkeskus got off to a good start with the 
export of timber, pulpwood and pit props as the 
international boom kept demand and prices 
buoyant until 1 928. The company's subsidiaries, 
the local forest cooperatives and private 
companies, had their own sawmills. In the peak 
year of 1 928, the eleven subsidiaries supplied 
nearly all of the wood required by Metsäkeskus 
and four-fifths of its pulpwood and pit props. 

After losing their monopoly position, the provin­
cial livestock selling cooperatives faired badly. As 
membership declined, the position of KaJjakunta 
and its factories became increasingly problematic, 
difficulties were encountered in finding share 
capital and raw material deliveries were intermit­
tent. The company was forced to buy direct from 
the livestock owners and accept cooperative 
societies as members.As a result, KaJjakunta became 
a sllccessful meat processing company during the 
interwar years. The company's relations with its 
members, however, became tense, as the procure­
ment of meat independently of, and often in 
competition with the members was not its original 
purpose. Furthermore, they began to press for a 
greater retail society presence in the company. 
Lounais-Suomen Osuusteurastamo (Southwest Finnish 
Cooperative Slaughterhouse, LSO) , the company's 
only truly successful n1.ember became increasingly 
frustrated. After all, LSO was as powerful as 
KaJjakunta itself and had no intention of allowing 
its freedom to be curtailed. It also wished to export 
on its own. 

The worst years of the Great Depression in 
Finland were 1 930 and 193 1 .  Even though the 
price of butter on the world market fell, Valio 
continued to declare a healthy dividend. Banking, 
on the other hand, experienced difficulties. The 
repayment of the 1 930-franc loan after the 
devaluation of the Finnish markka proved especially 
burdensome to OKO, but fortunately the state 
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prom.ised to refund its exchange losses. Otherwise 
the credit societies managed to stand on their own 
feet and reduced the share of state loans in their 
capital structure to about five per cent during the 

1 930s. The already weak livestock selling 
cooperatives were threatened with extinction until 
the state, on the initiative of the Pellervo Society, 
agreed to come to their rescue. Their membership, 
however, remained minimal, and the now 
disenchanted farmers were unwilling to invest in 
their own enterprises. Their dependency on state 
aid and bank loans characterised developments in 
this branch from those of other Pellervo enterprises 
in the late 1 930s. 

It was, however, Metsäkeskus and its 

subsidiaries that experienced the greatest difficul­
ties. Wood sales and prices fell by so much that in 
1 929 the company's turnover slumped to FIM 25 
million from over FIM 100 million. It was unable 
to reduce its debts, devaluation increased the cost 
of repaying foreign loans, and it also failed to 
reduce costs. Worst of all were the vast losses 
incurred by the undercapitalised and ill-managed 
subsidiaries which it had financed. As a result, 
Metsäkeskus was virtually placed in the hands of 
its bankers. Once Maataloustuottajien Keskusliitto 

(Central Union of Agricultural Producers, MTK) 
lost its faith in the company's ability to safeguard 
the farmers' interests, it set up a forest sales depart­
ment and in 1 933 Metsäliitto Oy (Forest Union 
Metsäliitto) to manage overseas sales. 

The second half of the 1 930s, however, was a 
time of triumph for Pellervo enterprises. By now 
they were among the largest in the country and 
the secret of their successes lay in effective 
strategies, a favourable economic climate and state 
support. The dairies were helped by subsidies on 
butter and cheese exports introduced in 1 933, 
which allowed Valio to raise settlement prices 
above the world-market level. Although intended 
as a temporary measure, the system remained in 

force. Even so, the domestic market became 
increasingly important to Valio and accordingly it  
increased the number of its sales offices, retail 
stores and dairies. 

During the 1930s most Pellervo enterprises 
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The private Kesko and Tuko groups deliberately pur­

chased fewer products from the cooperative slaughter­
houses as they did not wish to see the creation of a 

"meat Valio" . To ensure the supply of meat and meat 
products from noncooperative sources, they purchased 

from existing privately-owned meat companies and 
encouraged the establ isment of new ones.  Fol lowing 
Fin land's membership of the EU and the opening of its 

food market, a significant convergence in this former 
pattern has occurred. 
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managed to improve their financial standing. Prof­
itable operations mean that reserves were accumu­
lated and the dividend demands of the member 
societies remained modest. Their capital adequacy 
was not, however, based on paid-up share capital as 
the farmers showed little inclination to do this. 

The p roblems with retai l  
cooperatives 

Many of the local cooperatives were not particu­
lady efficient and this meant problems for their 
central societies. The egg cooperatives were not 
standing firmly behind Munakunta, slaughter­
house deliveries to Karjakunta were intermittent, 
and Hankkija's special cooperatives did not fulfil 
their envisaged function. The gaps were filled by 
retail cooperatives, which proved highly capable of 
working with producers cooperatives, something 
considered positive during the difficult 1 920s and 
30s. In addition to SOK, the cooperative societies 
were also in a majority in Munakunta, Hankkija 
and Karjakunta. 

Some farmers - with MTK support - saw the 
expansion of the retail societies into the agri­
business as contrary to their interests and felt that 
they did little to prol11ote the fanlling conmmnity. 
The worst dispute between thel11 and the 
producers took place within Karjakunta, where 
relations with the l11el11ber slaughterhouses had 
not been good. Exports by its strongest member, 
LSO, had reduced meat deliveries and resulted in 
outright competition between them. It was the 
retail cooperatives that cal11e to the rescue of the 
central society by becoming members and l11eat 
suppliers. In the long run, this was not to the 
liking of the slaughterhouses who, in the ensuing 
struggle, left Karjakunta and in 1936 founded a 
new central society, TuottaJain Lihakcskuskunta 
(Meat Producers' Central Society, TLK) . 

TLK tried to l11aintain a system of strict 
territories and forbade internai competition. Its 
purpose was to maintain a good price level on the 
home market by exporting. Members were 
allowed to continue their own exports. The 
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central society was not penllitted to acquire its 
own industrial facilities or buy from cooperative 
societies or private traders. TLK soon faced the 
same problems as Karjakunta. The slaughterhouses 
only delivered what they were unable to sell 
elsewhere and there were also territorial disputes. 

Karjakunta considered cOl11petition in n'leat 
sourcing benefited the producers. It freely pushed 
into areas of surplus meat production, successfully 
keeping settlement prices irritatingly high in the 
opinion of the slaughterhouses. This worsened the 
war between fraternal Pellervo companies. In 1 939 
the share of slaughterhouses of the meat coming 
onto the market was all110st a third and 
Kal] akunta 's 1 5  per cent. Relations worsened 
when Karjakunta realised that the slaughterhouses 
were using the state to end disunity in the fatstock 
trade on their own terms. 

Original solutions have always characterised the 
meat sector: the livestock selling cooperatives had 
largely been organised on the initiative of local 
farmers and their central society had been 
established without Pellervo approval. Now the 
strong but numerically few cooperative slaughter­
houses reacted in much the sal11e way as the 
workers' cooperative societies in SOK sOl11e 
twenty years earlier. The establishment of TLK 
gave a new interpretation to the meaning of 
Pellervo cooperation. The slaughterhouses consid­
ered that it was more in the farmers' interests to let 
cooperative unity take a backseat rather than be 
forced to depend on the consumer-oriented SOK 
societies. 

Ali attempts at mediation by the Pellervo 
Society failed. The Society's position vis-a-vis the 
growing central societies had been weakening for 
sOl11e til11e already. It tried again through 
agreements on the division of functions to bring 
about harmony between the central societies, and 
especially between the retail and producer 
cooperatives, but in vain. As late as 1 943 the 
Society set-up a committee to consider how to 
end dissension and competition within the 
cooperative movement. The aim was to reverse the 
power relations of the central societies and 
Pellervo, but even this cal11e to nothing. 
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MTK TAKES THE INITIATIVE 

G uaranteeing the target prices 

Aftcr the s cot1d world war the eo traJ 

Union f Agd ultUl:al Prodn er MTK 

inb erited the lllantlc of thc Pellervo 

oc i ety's power and authoricy. This "vas 

due to the growth of the labour market organi­
sations into mass movements and their new and 
important role in the postwar system of collective 
bargaining. 

" In order for MTK to work more effectively in 
the interests of agriculture, it needs the support of 
commercial organisations such as these. It can call 
on their support in all aspects of economic poliey, 
such as prices, exports and many other things. It is 
difficult to organise united support if we do not 
have a united system." This is how MTK justified 
its attempt to further concentrate the market 
impact of agricultural producers in the farmer­
owned, cooperative marketing organisations. 
Pellervo resigned itself to watch passively as MTK 
rose to become the new spokesman for farmer 
owners alongside the companies' official adminis­
trative bodies . This also concerned an old Pellervo 
aim of reducing costs by eliminating middlemen. 
Competition was seen as leading to duplication in 
sourcing and distributing organisations, paid for 
by the farmers in lower producer prices and the 
consumers in higher retail prices. 

MTK's goal was to ensure a favourable growth 
in farm incomes, and the best way to achieve this 
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was within the framework of the national 
agricultural poliey. With the end to wartime 
regulations in 1 956, producer prices were reduced 
in accordance with the Act on Agricultural 
Incomes. Since 1 968 prices were agreed at nego­
tiations between the government and MTK. 
Thanks to this system, agricultural produce prices 
remained independent of world market prices. 
The result was a combination of the domestic 
market price level and agricultural subsidies. 

To ensure that the agreed producer prices were 
paid, farmers needed their own companies. When 
the farmers' instrueted these to pay producer 
prices, the rest of industry had to follow suit in 
order to guarantee their own supplies of raw 
materials. This meant that Pellervo companies had 
to have sufficient clout in the markets. To obtain 
producer prices, the companies supported a policy 
of agricultural protectionism and export subsidies, 
thus preventing the free importation of agricultural 
surpluses from the rest of the world. Import 
licenses were granted only when there was a 
domestic shortage of raw materials or producer 
prices were exceeded. Export licences were 
granted when producer prices were not achieved. 
MTK, Pellervo companies and the food industry in 
general did everything in their power to influence 
the authorities. Most foreign trade and competi­
tion policy decisions were favourable to Pellervo. 
Pellervo even managed to countermand the view 
of the 1 950s' cartel committee that producer 
cooperatives came within the framework of cartel 
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The H elsinki cooper�l tive society Elanto openeci 

its first cafe at th e beginniJlg of the cen tury. 

Nowacbys the cooperatives operate chaim of 

h o tels and n:stauLl l l ts thro ughou t the country 

with cOlls iderable market shares. 
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legislation on the grounds that "The purpose of 
the cooperatives was not to make a profit, but to 
ensure a wage for the work performed by farmers." 

I n ner and outer circle 
com panies 

MTK did not consider SOK and the retail societies 
as genuine producers' companies, because as 
consumers' organisations they did not promote the 
interests of producers. 1n the fatstock trade dispute, 
TLK and the local cooperative slaughterhouses 
received MTK's support against Kaljakunta. 1n the 
dispute over the division of functions between 
Hankkija and SOK, MTK supported Hankkija. 
One could say that the cooperative slaughterhouses 
and TLK, the cooperative dairies and Valio, 
Munakunta, and Metsäliitto belonged to Pellervo's 
inner circle and received marketing organisation 
status. 1n the next circle were the credit societies, 
insurance associations and Hankkija. And in the 
outer circle were SOK and Karjakunta and the 
cooperative societies that owned them. 

In principle, the goal of the producer coopera­
tives was a one hundred per cent share of the 
market. For example, the cooperative slaughter­
house group intended to be the sole organisation 
for meat supplies. This would have given the 
fanners the opportunity to effectively control the 
price level. Similarly, Metsäliitto's intention was to 
be the sole supplier of wood to industry. On the 
other hand, competition was allowed between 
suppliers of goods and services to farmers as this 
was in their interest. In addition, the rural 
presence in service cooperatives declined in 
proportion to the changing demographic structure 
of society as a whole. The position of the service 
cooperatives was also affected by the operations of 
the savings banks and the Aura (later Tapiola) 
1nsurance Company. Pellervo people occupied 
lea ding positions in these companies. 

Pellervo's plans for concentration culminated 
in the early 1 970s with the agribusiness pIan, the 
goal ofwhich was one conglomerate created from 
the merger of numerous central societies. Though 
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unrealised, the pian aimed at using minil11al 
capital resources more effectively, eliminating 
territorial disputes, reducing costs and strengthen­
ing the bargaining position. 

The power of the producers' movement is 
evidenced by the stronger position of farmer man­
agers on the boards of Pellervo companies after the 
war. Following the Swedish model, the supervisory 
boards also appointed farmer members as directors. 
The new role of farmers using their voice as 
owners cal11e from their close contact with MTK. 
In turn, MTK's influence stemmed from its 
perso nai contacts with company l11anagers and 

officials, and its say in the selection of officials and 
managers in the central societies. The same people 
were often elected to both MTK and the 
companies. Company directors sat on the 
same agricultural produce committees as MTK 
representatives. 

The leaders of MTK also spoke in the name of 
the farmer-owners. Veikko Ihamuotila, chainnan 
of MTK from 1 955 to 1 975,  was elected chair­
man of the councils of representatives of the 
Pellervo Society and Metsäliitto. His successor, 
Heikki Haavisto, chairman from 1 976 to 1 993, 
continues to lead the Pellervo Society. 1n addition 
he was for some years chairman of Metsäliitto's 
supervisory board and vice chairman of OKO's 
supervisory board. 

The managing directors of the central societies 
were often appointed from within the Pellervo 

group of enterprises. Many of them had 
agricultural qualifications and experience working 
for agricultural or state organisations. With the 
exception of TLK, it was not usual for local 
cooperative leaders to rise to managerial positions 
in the central societies before the 1 980s. 

The Pellervo network, which embraced 
politicians as well as the leaders of producer 
organisations and companies, extended from one 
company to another and into society as a whole. 
The most powerful elected officials were those with 
positions in Pellervo companies, MTK and political 
parties. A knowledge of agricultural, income and 
foreign trade policies was imperative. 1n order to 
manage their affairs, central societies required close 



relations with MTK and the government. In actual 
fact, the real power in Pellervo enterprises was 
exercised by managing directors, senior elected offi­
cials and chairmen of the producer organisations. 

MTK placed at the disposal of the Pellervo 
movement not only its negotiating skills and 
leaders, but also its organisational might. Using the 
power of its nationwide network, MTK began 
organising the farmers into what it considered to 
be "genuine" producers' cooperatives. Thanks to 
the rush to join, membership increased rapidly and 
in 1 947 Osuuskunta Metsäliitto (Metsäliitto) was 
established. By 1 949 the company had over 52 000 
members. A similar rush took place in the fatstock 
trade supported by TLK's cooperative slaughter­
houses, more of them were founded and strict 
10yaIty demanded from the farmers. Support for 
TLK and the cooperative slaughterhouses 
inevitably Ied to a confrontation with Karjakunta. 
MTK also supported the troubIed egg business 
after the war by piloting producers into a 
commercial organisation. In 1955 the producers 
deposed the retail societies as the main owners of 
Munakunta. In its membership drive, Munakunta 
received MTK sllpport, with the resuIt that 
producer prices were stabilised. 

In distribution, Hankkija was totally dependent 
on the retail cooperatives. By the turn of the 1 970s, 
their power was limited by the special agricuItural 
cooperatives Hankkija  set-up as its owners. 
Hankkija blliIt up its own distribution network 
parallel to that of the retail cooperatives. The latter 
posed an acute problem within Pellervo, because 
prominent farmer managers within them 
considered nonsensical the idea that they promoted 
the interests of consumers over those of producers. 

The fight for market shares 

It proved difficult to impIement the national 
strategies of several market groupings among 
freedom-loving farmers and the Iocal cooperative 
societies they controlled. To MTK, Pellervo and the 
central societies, the aim of increasing market 
shares was perfectly logical.Valio was living proof of 
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this as i t  had increased its share of the milk market 
from under 80 per cent in the 1 940s to over 90 per 
cent by the 1 970s. 

Collaboration between Valio and the cooperative 
dairies intensified. Through a system of central 
invoicing introduced in 1 958, Valio was abIe to 
balance the settlement prices in favour of those 
dairies producing less profitably. In 1 974 Valio's 
members gave it the right to control dairy produc­
tion. It also continuollsly arranged mergers between 
dairies. Thanks to its successful business operations, 
the company managed to keep producer prices 
steady and maintain a strong position in negotiating 
with the government and the trade. 

Although Munakunta expanded, it never 
managed to obtain the same high share of the 
market as Valio. The same was true for the TLK 
group, although it had invested heaviIy and rapidly 
expanded its production facilities. Due to the 
seasonal nature of the slaughtering business, prices 
fluctuated violently and the market was swamped 
during periods of overproduction. For the slaugh­
terhouses, however, it was vital that prices remained 
stable. They were obliged to accept livestock 
deliveries at all times, but the buyers took 
advantage of these variations in prices. Price 
differences l110tivated producers to change 
partners, which is what caused the dispute within 
the TLK group. Efforts to even out l11eat deliveries 
included refrigeration, propaganda, seasonal price 
differentiation, agreel11ents on meat exports and 
imports, sale on approval, and sliding prices 
downwards to the expected producer price. 

TLK's problem was guaranteeing supplies of 
meat and it became the dumping ground for its 
mel11bers' surpluses. Either there was too much 
meat or no commitment concerning regular 
deliveries. In addition,  the slaughterhouses 
cOl11plained about TLK's ability to pay and even 
forced the managing director to countersign their 
bills of exchange. In a way, the line pursued by the 
slaughterhouses was realised when TLK failed to 
develop into a strong central society like Valio. 
Both TLK's managing director and MTK would 
have liked a stronger central society. By the end of 
the 1 950s, TLK's market share was under 50 per 
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Convenience and fast foods 
are the most rapidly expand­
ing branches in the food 
industry. Consumer demand 
for hamburgers has grown 
extremely quickly over the 
past foUl' years. 
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S l A U G H T E R H O U S E S  

The LSO cooperative 
slaughterhouse was 
exporting bacon to 
Great Britain in the 
1 920s. 

The inexpensive 
link sausage was 
already popular 
in the 1920s. 



Atria's Nurmo 
meat processing 
plant in the 1 990s. 
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cent and twenty years later even lower. The retail 
society-owned Karjakunta's share of the meat 
market was over 20 per cent in the early 1 960s, 
after which it fell slightly. In addition, the retail 
societies also sold meat they had purchased 
directly from other suppliers. 

TLK's low market share led in the 1970s and 80s 
to a series of costly company purchases carried 
through by management with the moral support of 
MTK and the financial backing of the slaughter­
houses. This established a new principle as the 
central society changed from a marketing 
organisation into an industrial enterprise, although 
for reasons of competition this had not been the 
original intention of the founders . Member 
deliveries to the central society were now sufficient 
and regular. The ultimate reason for the take-overs 
was that the farmers did not work closely enough 
with TLK's slaughterhouses but traded with 
outsiders. An important part of the sourcing 
advantage gained through take-overs evaporated 
once the farmers changed partners. As the trade, 
especially the private Kesko and Tuko groups, had 
no desire to see a "meat Valio" ,  it began to buy 
from non-TLK companies. 

In order to strengthen internal cohesion, the 
idea of a new organisation model was mooted 
within TLK in which all the cooperative slaughter­
houses were merged into one company. However, 
this joint TLK-MTK idea found no response 
among the slaughterhouses. 

Despite a11 the problems in the meat trade, 
such as slaughterhouse in-fighting, territorial 
disputes and bypassing TLK, agreements were 
always reached and neither was the group 
concept as a whole questioned. A merger was a 
better solution than bankruptcy in solving the 
problem of slaughterhouse unprofitability. 
Through MTK, invaluable contacts were 
established with the government and Soviet 
trading companies. CooperationJavoured sma11 
producers as fatstock animals were collected from 
even sma11 and distant farms despite the fact that 
this was seldom worthwhile. 

With the purchase of Karj akunta (now called 
Keskuskunta OK-liha, OK Meat) from the retail 
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cooperative societies by the TLK Group in 1 985,  
the Pellervo meat industry finally split into two 

camps. The ultimate reason for the purchase was 
SOK's efforts to modernise its business idea and 
improve profitability by relinquishing its own 
industry. The capital required for investments in 

OK Meat would otherwise have been difficult to 
raise. Another reason was the irksome duty of the 
societies to buy company-made products. 
Actually, another outside buyer for OK Meat 
had been considered, the Finnish sugar company 
Suomen Sokeri, and immediately they heard 
about it MTK and TLK asked for extra time to 
consider their bid, which was the one ultimately 
accepted. 

With the purchase of OK Meat, the theoreti­
cal market share of the TLK Group rose to over 
80 per cent. Although outsiders feared that a 
meat Valio had in fact been created, no such thing 
materialised. The trade bought from other 
companies and producers changed a11egiances. 
This was no surprise to TLK as the same thing 
had happened before after a major take-over. 
Even so it accounted for almost 75 per cent of 
meat procurements. 

The consumer cooperatives 
in crisis 

Although outwardly the Finnish cooperative 
movement grew after the second world war, 
inwardly a crisis was slowly fomenting. Even the 
powerful Hankkija was wrought with dilemmas. As 
profitable performance continued, the managers of 
member societies demanded dividend payments 
and improved services. As inflation had gnawed 
away at Hankkija's huge reserves, the company had 
amassed huge debts by the end of the 1 940s, and 
this situation only continued to worsen. 

The basic problem facing SOK and its member 
societies was their slowness in reacting to the 
tremendous structural changes that had occurred 
in Finnish society. Both SOK and Hankkij a  were 
forced to bale out their unprofitable members. By 
the end of the 1 960s, SOK's balance sheet was in 



the red for the first time, a situation that recurred 
in the years to come. The crisis in the Pellervo 
cooperative movement was personified in the 
bitter struggle between Hankkija  and SOK, 
which ultimately led to a complete breach at the 
end of the 1 960s. 

The former division of functions between the 
central societies no longer held true. Hankkija 
believed that SOK intended to seize power in the 
company through the retail societies, which were 
also Hankkija 's owners and outlets. 1n this 
struggle, Hankkija  received support from MTK 
whose senior officials had links with its manage­
ment. Hankkij a  tried to establish a direct 
distribution network to the farms independently of 
the cooperative societies. To counter the feared 
coup, farmers set up tactical cooperative societies 
under the protection of Hankkija and MTK, 
which received membership and voting rights in 
the company. Ali attempts at conciliation failed. 
When in 1 968 SOK bought its own agricultural 
wholesale company, the societies gradually took 
their business away from Hankkija. They in turn 
were replaced by Hankkija 's agricultural 
cooperative societies and sales network. This 
proved to be an expensive operation with the result 
that Hankkija became even more indebted and 
structurally unprofitable. 1n this uncertain situation 
even SOK had to rethink its business strategies. 

Ey the earIy 1 980s, SOK and its member 
cooperatives were in deep crisis, financially and 
spiritually. They consumed their energies in the 
struggle for market shares, the meaning of 
membership became blurred, and unremunerative 
operations led to harsh restructuring measures in 
1983. Most of the local societies were merged 
into regional societies, unprofitable ones wound 
up, the central organisation downsized and the 
division of functions redefined. Most of its own 

industry was closed down and collaboration with 
the E movement, the former progressive workers' 
cooperatives, intensified. Even member relations 
were reformed with the introduction of the 
customer-owner concept. 

The 1 983 solution to the old dispute in the 
fatstock trade pointed the way to a solution for 
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the agribusiness. 1 n  1 988 ,  SOK and Hankkij a  
established on  a fifty-fifty basis Hankkija-Maat­
alous Oy (Hankkija  Agriculture Ltd) , to which 
both companies transferred their operations. The 
shift in emphasis in Hankkija's agricultural trade 
towards the construction industry had also 
alienated it  from its roots and members. 1n 1985 ,  
Hankkija  had purchased Rakennustoimisto A.  
Puolimatka Oy, one of the largest building 
companies in the country, with the idea of 
recouping its losses. The economic difficulties 
that had plagued the agribusiness from the 1 960s 
onwards, included indebtedness, the internecine 
trade war with SOK and a number of erroneous 
business decisions. Furthermore, the building of 
its own service network proved too expensive. 
Hankkija 's decision to partially relinquish its 
agricultural supplies trade was historic, because it  
was j ust to remove this deficiency at the 
beginning of the century that the company had 
been established in the first place. 

Metsäl i itto expands 

Metsäliitto, which had acquired its first mechani­
cal wood processing factories in the la te 1940s, 
made its breakthrough in chemical wood 
processing in the 1 950s. The following decades 
were devoted to expanding capacity. Its core idea 
was that the best way to guarantee stumpage was 
through new technologies and modern plants. 
The company's growth could be se en in both the 
level of processing and timber procurement. Its 
purchases in 1950 were half-a-million, in 1965 
2.7 million and in 1 980 7 . 1  million cubic metres, 
with its share of commercial logging growing 
from 2.7 to almost 1 5  per cent over the same 
period. 

Its production plants enabled Metsäliitto to join 
the paper, board and pulp sales organisations and 
the Finnish Forest 1ndustries Federation. During 
the period of licensed investments Metsäliitto 
entered the circle where each company received a 
permit in turn. Within forest industry circles, 
Metsäliitto was considered a troublemaker 
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Eggs being inspected in the company's 
warehouse in the 1 <)20s. Quality 
control was extended to the farms. 
Munakunta's advisory work ranged fi'om 
poultry management to establishing egg 
selling cooperatives. The quantities 
involved were often very small, often 
only a basket-full. Finnish egg exports 
carried a goverl1l11ent control stamp. 

--_ ... ........ 
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In the old days, it was the 
farmer's wife who looked after 
the chickens and the sale of 
eggs was her sole source of 
income. Many of the early 
egg cooperatives were set up 
by women. 



Egg production in 
the 1 990s requires 
advanced 111achinery 
as Munakunta's 
packing plant handles 
1 20 000 eggs an hour. 
S0111e chicken far111s, 
however, have reverted 
to the former 
free-range syste111. 
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comparable to MTK because it forced up the price 
of wood. 1n the national negotiations for a 
recommended price these two represented the 
sellers' side. Neither did Metsäliitto's aim of 
centralising private forest supplies please the other 
companies, which is why they never stopped their 
own wood procurements. 

Restructuring the credit societies 
and insurance associations 

The key question for cooperative companies pro­
viding financing services was how to adjust to 
structural changes in society and developments in 
the banking and insurance sectors. 1nsurance 
companies began offering a full range of policies, 
whereas the insurance associations speciaIised in 
fire and Iivestock insurance. 

During and after the second world war, the 
credit societies had provided nearly all the 
reconstruction Ioans and mortgages for 
ex-servicemen and KareIian evacuees. AIthough 
in the mid- 1 960s the cooperati ve banking 
movement had followed the migrating 
population to the towns, it was still mainIy in the 
business of offering credit to the farming 
community. OKO and the credit societies took 
an increasingly important role in financing 
Pellervo enterprises .  The state, however, 
remained an important financier and state Ioans 
accounted for as much as 1 8  per cent of all credit 
granted by the societies in the 1 960s. About 80 
per cent of their capital requirement came from 

deposits. Credit societies accounted for about 20 
per cent of total funds on deposit during the 
1 960s and 70s. 1t was at this time that the change 
in the bank Iaw made it possible to convert the 
credit societies into cooperative banks. 

The credit societies faced a more serious crisis 
in the mid-1 960s when they incurred heavy 
losses resulting from imprudent decisions. OKO's 
management was replaced and it virtually came 
under the control of the Bank of Finland. Another 
resuIt of the crisis was that 10caI bank managers 
increased their power in OKo. 
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The insurance associations adj usted to 
changed conditions more slowly. 1t  was not until 
the 1 970s that services were diversified, but even 
then entry into the towns remained closed for 
some time. The societies ' operations had 
stagnated after the war and their market share 
had fallen continuously. The early 1 970s,  
however, was a time of regrouping and 
resurgence. The Swedish-speaking insurance 
associations joined the movement and the Vakava 
and Kekri companies merged. 

As Vakava had still not received permission 
from the authorities for statutory insurance it 
cooperated with commercial insurers. The 
decades-old aim of a merger between Vakava and 
Sampsa finally succeeded in 1 98 1 .  Known as 
Lähivakuutus Keskinäisen Yhtiö since 1 983,  
Vakava-Sampsa carried over 90 per cent of the 
lllsurance assoClatlOns into the field of 
reinsurance. At long last the 1 9 1 7  goal of 
combining the fire insurance associations' 
reinsurance operations became true. 

The capital question 

Pellervo enterprises were continuously faced with 
the problem of solvency as they pursued 
expansive corporate strategies. When necessary, 
market shares were even increased at the expense 
of profitability. And the accumuIation of capital 
was intimately tied up with profitability, because 
the members were uSllally unwilling to approve 
an increase in share capital. 

Rapid inflation in the 1940s had eaten into 
share capital and hard-earned reserves, so it was 
necessary to increase them.The cooperative dairies 
and slaughterhollses, for instance, retained part of 
the settlement price as share capital or member 
loans that could be later converted into share 
capital. Capital shortage became a permanent 
problem in Hankkija, and this was only worsened 
by unremunerative and unprofitable operations . 
Pellervo enterprises were forced to depend on 
outside capital .As real interest rates until the 1 980s 
were negative, borrowing was favourable. The 



commercial and savings banks, as well as OKO and 
the credit societies supplied loans. 

The importance of know-how in 
trading with the Soviets 

Finnish food exports to the West were hindered 
by overproduction in the industrialised countries 
and obstacles imposed by the EEC's agricultural 
poliey. To compensate for this, Pellervo enterprises 
increased their exports to the USSR, a process 
assisted by the failure of Soviet agricultural 
policies. 

Finnish-Soviet trade was bilateral and based on 
agreements drawn up between the governments 
every five years. The top managers of MTK and 
Pellervo enterprises occupied key positions in the 
organisation responsible for this trade and had 
important personai contacts among Finnish 
officials and politicians, as well as Soviet buyers. 
Pellervo companies like TLK became skilled 
lobbyists. 

The promotion of exports to the Soviets began 
at the highest level, with President Urho 
Kekkonen being particularly active from the 
1 960s onwards. Trade was an essential part of 
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Finnish-Soviet relations. I f  Finnish exporters used 
the president as their promoter, he in turn used 
them to build up relations with the eastern 
neighbour. Selling Finnish surplus food to the 
Soviets virtually became an annual routine for the 
president, and industrial leaders learned the 
importance of keeping him well informed. On 
the occaSlOn of Prime Minister Nikita 
Khrushchev's 70th birthday in April 1 964,  
Kekkonen managed to negotiate an agreement 

on the export of agricultural produce to the 
Soviet Union in excess of the already agreed 
quotas. The suggestion had come from the leaders 
of the Agrarian Party via the cabinet in order to 
prevent the collapse of producer prices. Pellervo's 
key contact to the president was MTK's chairman 
Veikko Ihamuotila who was an old personaI 
friend. 

Another important influencer was Ahti 
Karjalainen, chairman of the Finnish-Soviet 
Commission on Economic Cooperation 
established in 1 967 and a minister in numerous 
governments. The chairmen of MTK served on 
the Commission and the general managers of 
Pellervo on i ts working group. This centralisation 
of exports furthered the aim of concentrating 
Pellervo cooperation. 
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WOOD PURCHASES FROM PRIVATE FORESTS 
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Wood is an essential 
element in the 
interiors of F innish 
churches. Paijala 
Chapel, Tuusula. 

I n  turnover, the 

Metsäliitto Group is 
now the largest 
producer-owned 
cooperative in Europe. 
Year by year Metsäli itto 
has increased wood 

purchases from its 
membe r  owners. 



Magazi nes pri nted 
on Kirkn iem i's 
Galerie F ine paper. 

Saima parquet flooring at 
Metsäliitto's headquarters. 
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THE MILESTONES 
OF INTEGRATION 

Supranational com petition " T he Pellervo corporate culture has 
for long been one of preservation.  
Matters have proceeded on an 
even track without any great 

changes. So long as the economic, as well as the 
spiritual and political position of the ordinary 
members remained strong, it was possible to 
maintain an easy-going corporate culture which 
allowed poor performance among administrators 
and staff alike." Thus spoke Heikki Haavisto, 
chairman of the Pellervo Society's council of 
representatives ,  at the end of 1 987 when the first 
signs of radical changes in the operating 
environment of Pellervo enterprises appeared on 
the horizon. Haavisto went on to become 
foreign minister in the 1 990s and Finland's chief 
EU negotiator. These changes meant the end to 
regulation in the banking and food sectors and 
their exposure to free competition. 

Old doctrines were of no avail in helping 
Pellervo companies survive in the new 
environment. Such questions as product develop­
ment, marketing, internationalisation, added value, 
inter-cooperative synergy, management and 
organisation, capital servicing, ownership and 
administrative abilities required urgent and serious 
consideration. Free trade took over, capitalism was 
triumphing over socialism, and on the home front 
political power was passing from the Agrarian 
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Union (now the Centre Party) to the Social 
Democratic and Conservative parties. 

Pressure on the Pellervo-dominated food 
industry increased in legislation and political 
dialogue. In 1 988 the government repealed the 
Price Control Act, which had regulated the retail 
prices of food, and similarly tightened up 
legislation concerning competition. This was a 

rather paradoxical situation for Pellervo. The 
cooperative movement's stand a century earlier 
had been to free farmers from the grip of the 
cartels by concentrating their market potential 
and centralising supplies. Now the rest of society 

felt it was at the mercy of Pellervo cartels. 
Consumers did not feel that their interests 

were considered uppermost in production. Wide 
media coverage was given to the dominant 
market positions of Valio and TLK. Another 
criticism levied at the cooperatives was that, 
during a period when market conditions were 
easy-going, they made the consumers pay for 

their inefficient and costly operations through 
higher prices. The government also considered 
relaxing import controls. 

The changes in mood and values during the 
boom years also worked against the idea of 
cooperation. Individualism was stressed at the 
expense of collectivism. Amassing profits and 
cornering markets were the hallmarks of the 

casino years, and when the overheated economy 
exploded in 1 990-91 Finland plunged into an 
unbelievably deep recession. Trade with the 



Soviets collapsed, GDP plummeted, the banks 
were in deep water and company bankruptcies 
proliferated. 1n January 1 995 Finland became a 
member of the European Union, after which the 
food industry's protective shield was removed in 
favour of supranational directives. 

The Pellervo groupings could not withstand all 
these changes. The cooperative slaughterhouses 
abolished TLK in 1 99 1 ,  Hankkija went bankrupt 
the following year, SOK resigned from the 
Pellervo Society, Valio's network disintegrated in 
1 994 and the cooperative banks split into two 
groups in 1 997. The position of the producer 
organisations within Pellervo radically changed 
and became the object of critical scrutiny. 

The Pel lervo Society awakens 

Due to the changed circumstances, the Pellervo 
Society advanced the new idea that the initiative in 
corporate strategy should be in the hands of 
company management, not agricultural 
organisations. Following the removaI of protective 
structures, rural political power was no longer 
sufficient to support the companies, so they had to 
accept responsibility for themselves and learn to 
play by the rules of the free market. MTK's twin 
goals of a national agricultural policy and the 
concentration of Pellervo-oriented marketing 
power collapsed. 

As fears grew within the Society, especially after 
the collapse of Hankkija, concerning the ability 
and resolution of owners to ensure the successful 
management of their enterprises, Pellervo began 
to propagate the idea of strong, enlightened and 
responsible ownership. Signs of the new spirit 
could be se en when farmer owners became 
majorities on the boards of directors of the 
Pellervo central societies and leading farmers in 
the provinces became their chairmen. Similarly, 
the double role of administrators as MTK and 
Pellervo company directors diminished 
significantly. On the other hand, the provincial and 
farming leaders on the supervisory boards of 
service companies like SOK and OKO were 
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forced to make room for academically qualified 
people in the 1990s. 

Even during the crisis years, most general 
managers continued to be chosen from within the 
Pellervo camp. Nevertheless outside recruiting 
became increasingly important. 1n 1992 Valio's 
new CEO, Matti Kavetvuo, was appointed with 
the help of consultants. Kavetvuo had previously 
managed a major Finnish pharmaceutical 
con'lpany and had no background in the Pellervo 
movement. New channels of recruitment were 
also emphasised in the local cooperatives. Twice in 
succession, managing directors of local 
cooperative banks were appointed CEO of OKO. 
1n 1 988 the retail cooperative societies promoted 
one of their managing directors to the position of 
CEO of SOK. 

Preparing tor the European 
U n ion 

As early as the end of the 1 980s Valio realised the 
threat of changes in trading policy, when it 
discussed progress in the GATT negotiations and 
the timetable for the rapprochement between 
EFTA and the EU 1t recognised that Valio's cost 
structure could not withstand open market 
conditions . Costs had to be reduced and 
operations rationalised. Furthermore, production 
control had to be improved, internai competition 
eliminated, and greater attention paid to pricing, 
product development, scale benefits and the 
company's negotlatmg posItIOn. However, 
structural development plans based either on 
regional cooperative dairies or a single national 
company remained unrealised at this stage. 

TLK prepared for the future through massive 
investments, alliances and mergers, and by hiving 
of[ the commercial operations of the slaughter­
houses. By the 1 990s the Pellervo meat industry 
was in the hands of only three companies. 
Munakunta concentrated its egg packing 
operations in one plant in south Finland, the 
largest and most efficient in Scandinavia. At the 
end of the 1980s Hankkija adjusted to its new 
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Finland is experiencing a new wave of cooperatives, with a new one 
being established almost every day during the 1 990s. And as a century 
ago, Pellervo is offering its support. The Society's new cooperatives 
project provides a network within which newcomers can seek advice. 
The Cooperative Institute of the University of Helsinki provides training 
for cooperators. 

In many municipalities heating is provided by an energy cooperative 
founded by forest owners and using waste wood. 
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business idea o f  being a n  international construc­
tion company. Operations were channelled 
through companies within the newly established 
Novera Group.The agricultural cooperatives were 
absorbed into the Central Cooperative Society 
Hankkija  and their members became the 
individual members of the Cooperative Society 
Hankkija and via this the owners of the Novera 
Group. However, this did not help matters and the 
1 990s' slump gave the final deathblow to the 
long-troubled company. 

The cooperative banking group had to adjust 
to a deregulated money market and new 
operating culture. This was evidenced in the rapid 
expansion of loans, but particularly competition 
with the local banking group, the savings banks, 
and their radical new strategies. Among the 
problems faced were how far they should abstain 
from retail banking operations and to what extent 
they should seek top returns through high-risk 
loans and investments. As the savings banks seized 
the markets, the pressure within the group 
became unbearable. 

The group, however, received early warning of 
the dangers of modern banking from the credit 
losses suffered by one of its over-ambitious 
members. Group management began to urge a 
more cautious attitude and strategic thinking. 
Whereas the savings banks concentrated on 
investments, OKO continued to emphasis 
deposits. The group's currency loans remained 
minimal, it was slower than others in moving into 
the international arena, and neither did it amass an 
industrial empire through company take-overs. 

A major disaster overtook Finnish banking dur­
ing the slump. Even for the cooperative banks, the 
years 1 992-94 proved difficult. 1n 1 993 credit losses 
amounted to FIM 3.7 billion, with the main brunt 
falling on the urban banks. Thanks to the guaran­
tee fund, the group managed to sustain the losses 
incurred by members but, like the other banks, it 
too had to be bailed by the state. As the savings 
banks went under so the cooperative banks gained 
the upper hand. They even managed to share the 
spoils of Suomen Säästöpankki Oy, the Finnish 
Savings Bank, when it was taken over by the state. 
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The strategies pursued by the local insurance 
assoClatlOns were very sil11ilar to those of the 
cooperative banks. They refrained from overseas 
reinsurance, which had proved calamitous for 
l11any other Finnish insurance companies. The 
emphasis remained on farm and home insurance, 
but the range of policies was however widened. 
The group's market share rose to six per cent in 
the 1 990s, but it was still unable to gain a foothold 
in the larger towns. 

Frantic mergers al110ng the survivors shook the 
sector in which Metsäliitto operated. Metsäliitto's 
rise since the l11id-1 980s cull11inated in its 
becol11.ing one of the top three forest-industry 
companies in Finland. This rise was based on 
company purchases, its own and joint investments, 
and the forging of alliances. Among others, it 
purchased a number of small, traditionai farnily 
COl11pames. 

Despite all these adjustl11ents, the experts were 
of the opinion that the future of Pellervo food 
cooperatives in an integrated Europe was not 
particularly rosy as they were simply not up to 
standard. For example, the advantage of scale in 
the dairy industry acted in favour of foreign 
companies. Pellervo's people-oriented business 
idea had led to wide ranges but short production 
series. Valio's brands were unknown abroad and 
its products were considered as subsidised bulk 
exports. The same was true for the Pellervo 
slaughterhouses. 

The slaughterhouses began to rationalise by 
reducing costs and concentrating production in 
their largest, l110dern plants. Valio was forced to 
reconsider its rejected restructuring plans, and 
scrutinise its administrative costs, investnlents in 
overlapping dairies and declining capacity 
utilisation rate. The company began by shedding 
labour and making changes to its administrative 
and marketing organisations. In answer to the 
Office of Competition's demand for changes in 
Valio's market predominance, it converted into a 
limited company in 1 992 with the cooperative 
dairies as shareholders. This enabled it to balance 
relations between the small and large dairies 
within the central society. 



For many other Pellervo compames the 
changes proved more painful. Hankkija  went 
bankrupt. EU membership came as a shock to 
Munakllnta. Although the company was strong, 
the overproduction inherited from former 
regulated times and the end to export subsidies 
had a catastrophic effect. The cooperative banks 
hit rock bottom, but survived the crisis in better 
shape than most others.The insurance associations 
also avoided being shipwrecked. 

Metsäliitto had been active on the world market 
for some time already. Despite the slump in the 
1990s, it continued to expand both within the 
country and to an increasing extent abroad. 
Foreign investors among its owners set the pace: 
factories were acquired abroad to ensure the 
demand for Finnish raw materials and downstream 
operations. The company refrained from invest­
ments that wOllld encourage the use of foreign raw 
materials. The purchase of companies in Finland 
strengthened Metsäliitto's position in wood 
procurement. By the mid-1 990s it purchased some 
1 8  million cubic metres of timber, abou t one-third 
of the total commercial logging in Finland. 

SOK's first department store in Helsinki 
was completed in 1 952.  

The crux of com petition 

Although the government had tightened up 
competition laws at the end of the 1980s, it was 
when these were brought into conformity with EU 
practice that the real blow was struck at Pellervo 
cooperation. Inter-company price agreements, 
production restrictions and territorial divisions 
were forbidden if they did not simultaneously make 
production and distribution more efficient, 
encourage technological and economic develop­
ments, or if the ensuing benefits did not mainly 
accrue to the customers or consumers. 

The Pellervo idea of cooperatives working 
together had been in existence for almost a 
century. In the eyes of the competition authorities, 
collaboration between the cooperative dairies 
within Valio amounted to a forbidden horizontal 
cartel, whereas Pellervo saw it as an economic 
alliance of milk producers that was also beneficial to 
the consumers. In the opinion of the Pellervo 
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Society and cooperative enterprises, too litde atten­
tion was paid to the special nature of cooperation in 
the preparation of competition legislation. They 
wished a cooperative group or central society, its 
member cooperatives and individual members, to 
be treated as a group within the meaning of the law. 

When this failed, Pellervo enterprises applied to 
the authorities for a permit exempting horizontal 
cooperation, but only the service cooperatives were 
partly successful. The Office of Competition even 
forbade cooperative banks from price agreements, 
although they considered that the group should be 
treated as a single entity. On the other hand, the 
authorities did consider that agreements over prices 
and logistics within the S Group (SOK and its 
member societies and their subsidiaries) as 
promoting the production and distribution of 
goods, so long as uniform prices were not binding 
on the societies and that they were also free to buy 
from others. 

It was the cooperative slaughterhouses, however, 
that came under the closest scrutiny.The authorities 
noticed that, despite the dismantling of TLK, 
cooperation in this sector involved agreements on 
territories, prices and production. Officials struck at 
the slaughterhouses but failed to find evidence of 
lawbreaking. They considered that cross-territorial 
sourcing, meat importation and producer-price 
competition were acceptable evidence of genuine 
competition. 1n this way supranational competition 
policy succeeded in destroying cooperation 
between Pellervo enterprises, thus making illegal 
the century-old Pellervo ideal of cooperatives 
working together for the common interest. 

Competition legislation also changed the 
marketing of the Metsäliitto Group's products 
when the forest companies were forced to abolish 
their sales associations Finnpap, Finncell and 
Finnboard. 

Disinteg ration of the Pellervo 
concentrations 

The dissolution ofTLK in  1 991  was a harbinger 
of change. Up till then Pellervo enterprises had 
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marched steadily, if hesitantly, towards market 
concentrations. Now they began to disintegrate. 

The process of disintegration in TLK began in 
South Ostrobothnia. The Cooperative Slaughter­
house 1tikka considered collaborating with TLK 
unsuitable during a time of changes in market 
conditions, competition and trading policy. 1t felt 
that territorial divisions were an encumbrance, and 
that it was impossible to operate profitably in their 
area as its population was too small and all major 
towns were excluded. Itikka began to build its own 
huge meat processing plant even though the TLK 
group had decided to concentrate all major invest­
ments in the metropolitan area. When others in the 
group decided to follow 1tikka's example and break 
the rules, it marked the end to the system of 
territorial divisions created in the 1 930s. 

MTK frowned upon the rule breakers and did 
everything in its power to stop inter-group 
competition. After all, TLK had been instrumen­
taI to bringing about concentration and coordi­
nation among the Pellervo slaughterhouses. 1t was 
also the producers' main "weapon" in the meat 
trade. 1n the provinces, the MTK-backed general 
manager ofTLK was accused of being dictatorial, 
but by no means all the farmers were happy with 
the new situation. They were particularly 
annoyed with the low prices resulting from inter­
slaughterhouse competition. 1n the end support 
for 1tikka was so strong that the central society 
was wound upo The end ofTLK was reminiscent 
of the time when the cooperative slaughterhouses 
resigned from Karjakunta in 1 936. The slaughter­
houses considered the central society detrimental 
to their operations. So if the old doctrines proved 
useless, then new one had to be found. 

The next in line to disintegrate was the 
exemplary Valio. The Office of Competition 
considered that Valio had a dominating market 
position and forbade all internai price agreements. 
Moreover, Valio Ltd's control over production was 
in effect a cartel and thus contrary to the interests 
of its customers. 1n 1 993 the dairies decided either 
to merge their plants with or lease them to Valio 
Ltd or allow it to market their products. AlI 
options were taken up, but of the more than 50 



dairies involved, ten concerned with their futures 
resigned. The so-called Group of Ten took with 
them some 1 2  per cent of the milk market, Valio 
retaining 77 per cent. Within the new structure, 
the function of the local cooperatives was to 
become the shareholders of Valio Ltd and 
suppliers of raw materials. 

MTK also took a dim view of the break-up 
and because it believed in concentration, severely 
rebuked the Group of Ten. The general feeling 
within MTK was that there was too much in 
fighting going on among the farmers' companies. 
After all, it was not the meaning of the Competi­
tion Act that companies annihilate each other 
through competition. 

The next Pellervo concentration to crumble 

was the cooperative banking group. The 
numerous, high-performing rural banks were 
extremely reluctant to bail out the troubled, 
larger urban banks through the guarantee fund. 
Neither were they satisfied with the new struc­
ture, based on the Dutch Rabobank model, 
which originally favoured smaller banks. 
Although the new model gave more power to 
financially sound banks, it also increased the 
Cooperative Banking Centre's control over the 
operations of individual banks in financial 
difficulties .  This was in response to the 
often-catastrophic consequences of irresponsi­
bility during the casino years and intended to 
correct the former absence of such a control 
mechanism. 

A sixth of the cooperative banks - accounting 

for under a tenth of total deposits - reorganised 
into their own group. The reasons for the split 
were much the same as with the dairies and 
slaughterhouses: a centralised system had worked 
well under the stable conditions of a regulated 
economy because it had been able to guarantee a 
favourable operating environment for its 
members. Caught in the crosscurrents of the 
market, a company felt cramped and the pressure 
to go it alone increased. 

The estrangement of the SOK cooperatives 
from the producers' cooperatives was a different 
kind of process . SOK and the Finnish 

T H E  M I L E S T O N E S O F  I N T E G R A T I O N  

Cooperative Union SOKL resigned fi'om the 
Pellervo Society in the early 1 990s. SOK felt that 
an MTK-dominated Pellervo superstructure was 
being planned over the cooperative movement. 
Relations also deteriorated because of differences 
of opinion over the iSSlle of EU membership. 
SOK considered Pellervo sided with MTK's "No 
to the EU" line and had no wish to march under 

this banner. SOK and its member societies made 
it dear that they were on the side of the 
consumers and joined forces with the 
Cooperative Eka Corporation, the successor to 
the progressive cooperative movement 

The problems of capital and 
raw materials 

Compared to the years of inflation and regulated 
interest rates, the new element in cooperative 
financing was that capital was freely available bllt 
real interest rates were rising.Althollgh by the end 
of the 1 980s risk capital was often available at a 
reasonable price, Pellervo companies could not, 
however, use it as freely as limited companies. As 
both the Pellervo Society and MTK frowned on 
the idea of cooperatives converting into limited 
companies for fear of losing their cooperative 
nature, opening the back doar to private investors 
and allowing ownership to pass out of the hands 
of the farming community, the Society proposed 
a new system of investment shares. 

The idea of investment shares was to create an 
exchangeable, dividend-bearing security similar 
to that of a share in a private company, but 
without the same voting rights. Nevertheless, 
Pellervo meat companies began converting into 
limited companies thus gaining a new group of 
owners from among outside investors. 1n addition 
to being members and customers, its producers 
also became shareholders. The fate of the 

investment share idea was sealed when the coun­
try was hit by the recession. 

Membership of the European Union meant 
momentous changes in the procurement of raw 
materials for the Pellervo food industry. Target 
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prices, import protection and export supports 
became history, even if they had already been 
curtailed by cutbacks in public spending. This 
meant that producer and retail prices for Finnish 
raw materials and food products could not vary 
substantially from those in the rest of the ED. This 
and inter-company competition forced raw 
material settlement prices down to and even 
under the EU level. Improved competitiveness 
checked the invasion of foreign foods, helped the 
export effort and maintained the consumers' 
preference for home-produced food. 

In raw material procurement in the forest 
sector, the greatest change brought about by EU 
membership was in the requirement to reform 
the system of recommended prices that was 
considered contrary to competition law. In future, 
price recommendations were to be agreed upon 
locally between forest owners and individual 
companies. 

Standing on one's own teet 

With the demise of the regulated economy and 
the coming of open market competition in the 
early 1 990s, the Pellervo Society decided that its 
enterprises must learn to stand on their own feet. 
They required viable strategies and a common 
body to guard their interests now that MTK 
could no longer fulfil this function. 

An operations model was conceived based on 
the idea that there should be a Pellervo market 
leader in each sector to maintain the price level 
and a number of smaller Pellervo enterprises 
competing with special products. If domestic 
companies did not compete creditably then 
traders would turn to foreign suppliers using 
foreign raw materials . EU laws on competition 
had already rendered sales cartels impossible. The 
idea was also to j ustify the break up of 

nationwide cooperation among member 
cooperatives. Even more radical was the belief 
that competltlOn within the cooperative 
movement was thought not only possible but 
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also even beneficial. Once the inevitable became 
a virtue, so the meaning of the market 
mechanism and competition were revised. 

MTK took a totally different stand, as it 
believed Pellervo enterprises should close their 
ranks even more tightly around it. There was no 
question of allowing the fragmentation of rural 
power, which is what MTK thought would 
happen if Pellervo got its way. These differences of 
opinions came to a head when the decentralised 
dairies began to organise a new body to safeguard 
their interests, the Finnish Milk Board. 

The battle of the Finnish Milk Board was very 
bitter because it was seen as a precedent with 
wider repercussions on relations between MTK 
and Pellervo enterprises. MTK felt that 
professional managers had invaded their domain. 
The core problem concerned safeguarding the 
interests of each sector and arranging social 
influence so that producers and cooperative 
society members could organise voluntarily, form 
alliances, coordinate their interests and still 
operate independently. MTK, on the other hand, 
wanted to take charge of planning company 
strategies and llse its special cooperative 
department to watch over their interests , 
something Pellervo saw as wrong and outdated. 
Valio proposed an entirely different solution 
whereby each sector would look after its own 
interests as an inter-member project within the 
Pellervo Society in collaboration with, but not 
subordinate to MTK. 

MTK's resistance hardened once it realised that 
agricllltural lobbying was in great danger ofbeing 
dissipated. Neither did it want the Pellervo 
Society coming between itself and the 
cooperatives. When the Milk Board was being 
organised, MTK managed to convert dairy 
managers to its way of thinking, which watered 
down the whole project in Pellervo's eyes. The 
Milk Board was seen as an indicator of future 
operations models. The qllestion revolved around 
the basic problems of Pellervo cooperation: 
competition and cooperation, and the power 
wielded by MTK in Pellervo enterprises. 
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FIVE PATHS TO COOPERATION 

T he preceding essays deal with the 
history of cooperation at the national 
level, the emergence of the central 
societies, and the debates that defined 

the work of cooperatives . Their starting point was 
the idea that cooperation was organised from the 
top down, and the Finnish cooperative movement 
was indeed highly centralised with the central 
steering organisation, the Pellervo Society, was 
even being established before the cooperatives 
themselves. The central societies were also 
founded from above, while in other countries 
the movement mostly evolved from local 
cooperatives . 

The trend, however, was not quite 50 dear-cut. 
This essay takes another perspective and asks what 
caused the surge of enthusiasm for cooperatives. 
The members of the cooperative societies were 
not marionettes nunipulated by elite groups 
without any will of their own. The social process 
entails interaction and requires both the will of 
the individual and a central organisation to 
channel that will. 

The example taken for study is of Kuortane, a 
rural municipality in western Finland with a 
population nowadays of about 5000. Cooperation 
developed at Kuortane in an almost textbook 
fashion, thanks to its highly homogeneous 
demographic structure. Consensus and a strong 
Iocal spirit characterised the municipal adminis­
tration and other activities. 

In some respects, Kuortane may be too perfect 
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an example of cooperation, but it can also be 
thought that a place like this, which met the ideal 
requirements for cooperation, illustrates the main 
features of the emergence of the movement in 
Finland. Each locality has its own special history, 
but there are also shared themes that define the 
processes whereby prodllction and c011S11mption 
developed in the countryside. 

The background of the founding of 
cooperatives can be summarised in four themes: 
economic crisis , nationalism, links with the state, 
and tradition. From the local perspective, a fifth 
factor was the Pellervo Society, which originates 
from the same backgrollnd. The adoption and 
establishment of cooperation in local communi­
ties resulted from the intermingling of these 
elements at the end of the 1 9th century. 

From tar to butter 

The relatively strong economic growth of 
Kuortane in the 19th century was based on two 
limited resources: field dearing and tar burning, 
the latter continuing even after the other parishes 
in the region had ceased making tar. But the age 
of tar had passed into history. Developments in 
shipbuilding decreased its demand and economic 
cydes and trade blockades lowered prices . When 
the crisis came it was obvious that the main 
source of income for Kuortane freeholders had 
dried up and a new one had to be found. 

J 
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The price of rye, the main 19 th century cash 
crop, and other cereals felI as the result of 
European imports of cheap grain from America 
and Russia. The repeal of Finland's grain import 
duties after the crop failures of the 1 860s opened 
the way for low-cost imports. Finnish grain could 
not compete, because the growth season was short 
and the soil nutritionally poorer than the 
American prairies or the black earth of the 
Ukraine. Even in other respects, the output of 
Finland's smalI farms could not compete on the 

international grain market. 
Faced with this crisis, Finnish frecholdcrs 

turned to dairy farming in much the same way as 
those Western European countries with a 
predominance of small farms. This trend was 
reinforced by the rise in butter prices on the 
European market, and also by the invention of 
refrigeration, the advent of steamships and the 
opening of ports for winter traffic. Dairy 
technology was revolutionised by the separator, 
which reached Finland in the 1 880s. Production 
faciIities developed apace with world market 
demand. The first to be established were the large 
estate dairies, then came the buying dairies 
founded by wealthy farmers and traders , and 
finally came the village dairy companies owned 
by the local freeholders. 

Kuortane followed the general trend and in the 
mid- 1 880s a few freeholders and the IocaI 
storekeeper established a dairy which bought milk 
from the farms. There were two similar, short-lived 
ventures in the 1 890s, but the owners were forced 
to admit that machinery bought with limited 
capitaI was insufficient for profitable operations. 
Larger amounts of capital were needed and the 
commitment of farmers to ensure regular suppIies 
of miIk. 1n 1887 the freehoIders established a dairy 
company, which was quite profitable. The initiaI 
debt was soon paid off, a profit was declared and 
dividends paid in the early 1 900s. 1n 1905 the 
joint-stock company was converted into a 
cooperative, which made it possible to expand the 
number of farms supplying the dairy and obtain 
capital for improving facihties. 

This was not such a major change, as the 
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company had been much the same as the 
cooperative. The shares were inexpensive, which 
allowed ordinary people to become shareholders. 
The number of shares held was in proportion to 
the number of cattle owned, which was the same 
as in the cooperative. Company sharehoIders now 
became cooperative society members. The staff 
carried on in their former positions and the 
cooperative purchased the company's premises and 
machinery. 

There was a similar trend in the purchasing of 
consumer goods. When rural retail trade was 
officialIy permitted in 1 859 ,  country stores 
appeared in Kuortane. The first store was opened 
in 1862 to be folIowed by others in the years to 
come. As early as the 1 880s, freeholders dissatisfied 
with the prices charged by private stores began 
establishing their own retail companies. The 
farmers of Kuortane established one in 1 888 that 
was very similar to the dairy company, even the 
charter members being the same. The store was 
abIe to pay a dividend and opened another outlet 
during its first year. 1n 1 906 the sharehoIders 
converted the company into a cooperative, which 
dueIy purchased the premises and stock. 

The key to the economic crisis of the time was 
to develop production and transport technology 
and to place products on the world market .  1n the 
background to the "dairy and store fever" of the 
1 880s was legislation that improved the opportu­
nities for business and capital accumulation. The 
days of the barter economy were numbered and 
society began to change over to the money 
economy. In order to enjoy improved prosperity, 
freeholders were gradually forced to tie 
themselves to the market economy. 

The farmers reacted quickly to innovations and 
changes in trading relations, and looked for 
profitabIe soIutions. 1ncome from wood sales was 
invested in a butter dairy, as i t  promised 
continuous growth. Small-scale private enterprise 
was regarded as more secure than the continuous 
sale of forests, which would have been the easiest 
solution in the short term. This course appears to 
have been a sensible one as farmers began to 
produce butter now that tar was no longer 
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profitable. This was first done by those who could 
afford the equipment and facilities, bl1t the next 
step was to establish joint-stock companies in 
order to accumulate capital and spread the risks. 
The third step was a cooperative to which an 
even larger number of people committed their 
money and labour. This was how it should bel 01' 
was it? Why didn't the dairy company carry on 
buying its milk from the farmers, who would 
thereby have become richer although as 
shareholders they would have had to share both 
the gains and losses? 

Pellervo propaganda 

The message of a new kind of enterprise came 
from Helsinki, where the Pellervo Society had 
been founded in 1 899 to promote cooperation. 
Within a few years the Society had created an 
efficient, nationwide information network based 
on advisors. Oral information was still important 
at the turn of the century, as formal literacy did 
not guarantee an interest 01' ability to understand 
secular prinred material. 

The Society complemented its advisory work 
with printed material, sl1ch as the Pellervo 
magazine which immediately gained a wide read­
ership. It instructed readers in the principles of 
cooperation and reported on the spread of 
cooperation throughol1t Finland. In the early 
1 900s, the Society issued a steady stream of 
manuals and model by-Iaws, distributed free or at 
a nominal cost, and also ensured that the press in 
general reported on cooperative developments. In 
addition, the Society also began to promote the 
founding of cooperative societies and enterprises. 
The first step in this direction was the farmers' 
SOCletles, through which the Society, in 
anticipation of cooperative legislation, distributed 
the operating models for cooperatives. 

The freeholders of Kuortane founded their 
farmers' society in 1 902. The payment of nominal 
dues gave members access to Pellervo's printed 
mattel'. Like the other farmers' societies, it also 
made joint purchases of fertilisers, seeds, machinery 
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and implements from the outset. And just as 
Pellervo hoped, the Kuortane farmers' society 
decided in 1902 to convert the dairy and store 
companies into cooperatives. The founding of the 
dairy was aIso influenced by the availability of state 
loans for this purpose. These loans were reported in 
Pellervo and channelled through the Society. 

In practice, the cooperative model did not 
greatly differ from a private company, as both 
were c0111munal ventures. The essential 
differences lay in the acquisition of capital and 
their administration, which in the cooperatives 
was based on equal participation. At cooperative 
meetings each mel11ber had one vote, whereas in 
joint-stock cOl11panies the n11l11ber of votes was 
determined by the number of shares held. The 
founders of the cooperatives were the owners of 
quite large farl11s who could thel11selves have 
borne the financial risk of establishing a company. 
Why then did they establish cooperatives ail11ed at 
il11proving the livelihood of all their mel11bers? 
Why did they not choose to ally themselves with 
the owners of capital, but relied on local 
smallholders for their funds? Why did they agree 
to share control when they could have acted 
independently in a joint-stock company? 

Scions of the Society tor 
Popular Education 

The path that led freeholders into the cooperatives 
had its origins in the religious movements of the 
early 19th century. Pietisl11 had strong roots in 
Kuortane, as the local people sought a personai 
relationship with God. Many of the founders of 
the dairy had been raised in Pietist hOl11es, and 
were often deeply religiol1s. Pietism reshaped the 
social order maintained by the church and the 
state by underlining the importance of personai 
faith. It forged a completely new bond between 
people of different socio-economic groups. The 
revivalist l110vements launched a process within 
which the stature of both individl1als and citizen 
increased. Pietism, however, l110stly affected the 
parents of the generation which fOl1nded the 
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cooperatives. Whereas they had sought answers to 
their spiritual needs through personai conversion, 
their children were primarily concerned with 
social issues. 

Nationalism was the main social movement to 
which cooperative members subscribed, and 
their first contact with it came through the 
Kansanvalistusseura, the Society for Popular 
Education, founded in Helsinki in 1 874.The SPE's 

mission was to distribute educational literature and 
organise events to improve the knowledge of the 
common people. This led to a group of socially 
"conscious" Kuortane freeholders identifYing with 
and committing themselves to the country's 
political system. Those who subscribed to the 
nationalist ideology felt they were "all children of 
the fatherland". Language became an important 
issue, and Swedish-speaking civil servants and 
officials were regarded as the enemy. 

A heated struggle was waged over the founding 
of a primary school at Kuortane. It was supported 
by the nationalist freeholders and opposed by 
others on religious grounds, because it was too 
expensive and ultimately worthless. The supporters 
first established a private school, and finally in 1885 
a municipal upper primary school after the 
campaigners had convinced the provincial 
governor to conmussion it. Although their own 
schooling had been limited, the freeholders of 
Kuortane became avid readers. They found support 
and encouragement for their actlvltles in 
newspapers writing about issues considered 
important to the pro-Finnish (Fennoman) intellec­
tuals. These also moulded their readers' attitudes. 

Literature also became available after the founding 
of the municipal library in 1 869. 

Other important nationalist organisations were 

the temperance and rural youth associations, of 
which there had been several at Kuortane since the 
1 880s. These enj oyed varying success, so that when 
one "waned", another soon took its place. The 

name of the association was not so important, but 
they had to pursue some educational purpose like 
teaching members about current affairs and 
citizenship. Most importantly were a patriotie spirit, 
education, temperance and training in manners and 
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morals. Ali these activities created a link between 
the university intellectuals of Helsinki and the 
upper strata of the " conmlon people" .  Social classes 
from the top down joined together in the process 
of nation building. 1n this way freeholders gained 
confidence in collaboration between the intelli­
gentsia and the comillon people. 

The Finnish nationalist movement developed 
its ideology with reference to the freeholders and 
not, for instance, the urban bourgeoisie. 1t  defined 
itself as the avant-garde of the Finnish people as a 
whole, an elite worthy of the trust and support of 
the common people. 1t built up an image of an 
upper class belonging to the people and spreading 
knowledge in the language of the majority. 
Education, in turn, gave everyone an opportunity 
to become part of the upper class. 

The freeholders, however, were not passive 
objects as they had their own interests to 
safeguard. The new ideological world articulated 
by the information provided by the intellectuals 
gave them the means to assume the leadership of 
their own communities in the wake of the old 
class system. Even more important was the 
Municipal Government Act of 1 865,  which 
transferred Iocal government from the parish 
meetings to municipal councils. As voting was 
now based on the ability to pay taxes, the 
wealthiest freeholders ruled. Similarly, only the 
freeholder class was entitled to eleet representa­
tives to parliament, and in these elections suffrage 
was also based on ownership. Cooperation with 
the upper classes continued within parliament. 

As decision-makers and holders of positions of 
trust, the founders of the cooperatives ofKuortane 
had organised local government. The chairmen of 
the municipal boards were frequently active in the 
dairies, as also were the officials responsible for the 
upkeep of the roads and bridges. They provided the 
municipality with a primary school, a publie 
granary, care for the indigent and the sick, a fire 
service, horse insurance, telephone system and an 
electrical power station. They called the elections 
and reparcelled the land, offered legal advice and 
served as jurors. 

The cooperatives appealed to the leading, 

I 
I 
I 



nationalist-minded freeholders as the Pellervo 
Society blended perfectly into the ideological 
context of the old Fennoman organisations. The 
Society pronlOted cooperatives as the safegl1ard of 
political stability and "national power" in the 
economy. 

Even more importantly the freeholders wished 
to control the reorganisation of the rural 
economy, as it had no desire to see their income 
from milk go elsewhere. Basically, they wished to 

pay, earn and decide things for themselves. "The 
cooperative dairymen want to stop all churns 
from making butter for the gentry. If they want 
bl1tter, let them bllY it from the dairy." Nor did 
the farmers want to be dependent on shop­
keepers, whether for fertiliser or conSllmer goods. 

Althollgh the egalitarian model of decision 
making llnderlined by the Pellervo Society was 
ali en to fi'eeholders accustomed to one based on 
affiuence, they nevertheless chose it as there was 
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Finland's countless lakes offer the perfect 
channel for transporting timber. 

By the 1 950s, the work of lumbermen was 
eased by the appearance of chainsaws. 
These and other new products were featured 

in the magazine Pellervo. 

no other alternative. Many of the bl1sinesses 
realised through cooperation had got off to a 
good start by 1 899 when the operating nlOdel 
was first introdllced. Althollgh political stability 
and safeguarding the national economy were 
important, what most appealed about cooperation 
to freeholders was the opportllnity to decide 
independently on matters relating to prodllction, 
trade and capital acquisition, and not be at the 
mercy of the financiers. 

Mobil is ing the masses 

Freeholders implemented the iSSlles of the "great 
society" in their own "miniature society".  They 
were accllstomed to opposition, but also to 
recognition . In any case the personal allthority 
of leading freeholders was not enough to lead to 
the establishment of cooperatives in the rural 
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In the early years, the 

advice and literature 

provided by the Pellervo 

Society was decisive to 

the cooperative movement. 

I ts publications, guidebooks 

and model rules were 

posted to all interested in 

establishing cooperatives. 
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communities. The cooperatives needed a large 
and committed membership. The majority of 
parishioners had not, however, been brought up 
in a nationalist spirit, or even felt the unity of the 
common people as something important. Many 
were unfamiliar with the new models or held 
highly traditionai views which regarded change 
as a threat. 

The support of the masses for the Fennomans, 
and thus also for cooperation, did not arise until 
the 1 890s, when Russia began to implement a 
policy aimed at integrating Finland into its 
empire. When in February 1 899 the local pastor 
read the tsar's manifesto in Kuortane Church, the 
majority of the local people felt that the Finnish 
Party's policy of partial compliance with Russia's 
demands was correct. lt was argued that Finland 
was too small to resist Russia. Many believed that 
Russian officials had misled the tsar, and 
signatures were collected for a petition declaring 
the Finnish people's eternal faith in their 
emperor. No less than 1 250 of the almost 5 000 
inhabitants of Kuortane signed and one free­
holder appointed to join the delegation to St 
Petersburg. All hopes in the petition were dashed 
when the tsar refused to receive the delegation. 
Nevertheless, the policy of compliance was not 
rejected, although silent resistance was carried out 
in the traditionai peasant way: although farmers 
would agree, when ordered, to help construct 
military installations for the Russians, the work 
was carried out as slowly as possibly. 

The Pellervo Society's operations were closely 
associated with the policy of compliance. It felt 
that, in this critical situation, the nation was to be 
quietly strengthened behind the scenes and that 
the people should wait until conditions were 
ripe before taking further steps towards 
self-determination. Even in view of Russian 
policies, it was by no means self-evident for 
people to join the cooperatives en masse, but the 
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threatening situation and ensuing wave of 
patriotism helped. The same men and women 
who had come earlier to collect signatures for the 
great petition now came to speak about the new 
cooperatives. 

There are no records of the talks and discussions 
that went on in the farmhouses, but it would be 
surprising if the subject of strengthening the nation 
was not broached, even if economic issues were 
paramount. The recruitment of new members was 
facilitated by the fact that pro-Finnish officials were 
said to be behind the scheme. 

A fami l iar  tradition 

However, one more faetor was needed for the 
scheme to gain approval. The cooperative model 
was very similar to the old communal tradition of 
shared labour. Working bees and other forms of 
voluntary labour were an essential aspect of rural 
life. In the past, people had pooled their labour to 
reclaim bog meadows for pasture 01' watching 
over the herds of cattle. Other forms of joint 
ventures included flourmills, slash-and-burn 
clearing, sawmills and fishing. The local poor had 
been cared for on a communal basis; the lake 
surface of Lake Kuortane had been lowered by 
collective effort, roads and a granary built, the 
church repaired, snow cleared during the winter 
and publie order maintained. 

Although the forms of cooperation proposed 
by Pellervo did not directly arise from the old 
system, the traditionai division of labour 
nevertheless laid the basis for cooperation. People 
were used to working together and strict ruIes 
had been laid down, such as the division of the 
product according to input and control over the 
quality of individual contributions. The idea was 
to obtain income through labour without 
personai risk. 



THE WINDS OF COOPERATION 
SWEEP THE COUNTRVSIDE 
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During the period of  the breakthrough and 
emergence of the eooperatives, from the early 
1 900s to the middle of the eentury, the spirit of 
Finnishness was slowly replaeed by one of 
eooperation. The abstraet idea of strengthening 
the nation changed into a eoncrete effort linked 
to the everyday life of the people. 

The early deeades of the 20th eentury were the 
golden age of rural life. The work of fanners 
aequired both a private and national importanee 
that inspired freeholders to industry. There was a 
strong feeling of rising to a higher level, of 
building the country, and improving village and 
family life. Farmers felt they were involved in 
socially important work and were therefore 
willing to make an effort. 

Support and guidance were available but there 
was no unnecessary monitoring or supervision. 
The farmers' soeieties and cooperatives were 
freeholder organisations in which l11atters were 
approved or rejected aceording to the mel11bers' 
wishes .  Freeholders skilfully exploited the 
situation, taking what they needed, but never 
closely committed to any organisation. 

Participating in meetings in general, and 
eollaborating in joint eeonomie ventures in 
particular, meant spelt a great many changes in 

the community. When the winds of cooperation 
passed over a loeal coml11unity, all kinds of 
aetlvlty inereased. The founding of one 
cooperative was soon followed by others . Many 
minor cooperatives and soeieties emerged from 
the farmers' societies or other cooperatives, and 
the founding of a fanners' cooperative in a 
locality would soon lead to a telephone 
network, improved highway or post office, ie, the 
construction of a civic society. 

The first four decades of the 20th century 
were a period of continuous growth for the 
cooperatives, during which they became an 
integral part of society. By the close of the 1 930s 
there were over 7 000 cooperatives in Finland, 
with almost a million members. 

1n 1 909, Onni Karhunen, seeretary of the 
Pellervo Society, aptly described this breakthrough: 
"The making of butter and, to a large degree, also 
its export are in the hands of the farmers 
themselves, credit and loans in the eountryside had 
begun to be arranged in ways that meet the 
interests and needs of the farmers. The farmers 
obtain their il11plements and the consumers their 
goods l11ainly through joint purchases and via the 
cooperative stores. Modern steam-driven threshing 
l11aehines have replaced the old methods of barn 
flailing and growing numbers of farl11ers are 
beginning to llse cooperatively prepared peat for 
drying cowsheds instead of the fir branches and 
straw of the past." 
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Finland has a long tradition of people working 

together for the C01111110n good. The harvest bee 

is pe1'haps the most impo1'tant example of 

neighbourly collaboration, though the oldest fo1'm 

is seine fishing. In most cases necessity provided 

the main motive. 



The old system of cooperation 

At Kllortane, as  in other farming cOl11l11unities, 
the dairy was the core institution of cooperative 
production and l11arketing. The capital which it 
generated, was i111portant for developing 
agriculture in the locality. The Kuortane dairy was 
on the verge ofbankruptcy in 1 909-1 1 ,  when the 

del11and for butter plu111l11eted, but by 19 15  it was 
again on the ascendancy. Membership grew from 
the one hundred households of the early years to 
almost 250 by the late 1 930s. Accordingly, the 
amount of milk received by the dairy grew each 
year. In 1 927 a distant hamlet accessed only by a 
hilly route separated to fonn its own dairy. 

The total nU111ber of cooperative dairies in 
Finland grew throughout this period: New ones 
were established in place of old private and 
c0111pany-based dairies, their shareholders 
becoming their members. By the end of the 
1930s there were almost 700 dairies with some 
1 00 ,000 members. 

If the dairies were the core of producer 
cooperation, the retail cooperative societies played 
a vital role in organising consumption.These were 
the years when the retail store networks rapidly 
expanded. The Kuortane cooperative competed 
with over ten private retailers, but from the 
beginning it was the largest and most important 
in the area. The Kllortane Cooperative Society 
almost went bankrupt in 1 9 1 3,  but the crisis was 
averted through the stalwart efforts of its 
members. It set l1p new oudets, which was typical 
of the period throughout Finland as melnbership 
expanded. The volume of sales grew rapidly as 
store goods replaced homemade products during 
the cOllntry's transition to a society based on wage 
labour and money. 

Kl10rtane cooperators were involved with the 
local savings bank, and there was no demand for a 
cooperative credit society llntil the 1 920s. Even 
then it was known as the "boys' bank" as opposed 
to the savings bank patronised by the older 
generation. The fOllnding of the Kuortane credit 
society in 1 926 reflected the general expansion of 
the movement in the 1 920s . The incentive came 

T H E  W I N D S  O F  C O O P E R A T I O N  S W E E P  T H E  C O U N T R Y S I D E  

from the 1 922 Settlement Act and the fund 
established by the state to provide loans for field 
dearance and farm improvement, issued through a 
municipal f:1rm fund or the local credit society. 
Like others, the task of the Kllortane credit 
society was to implement national agricultural 
poliey. The loca! credit societies were part of a 
nationwide network, and their managers were 
trained in arranging agricultural credit and loans 
for small farms. 

Despite the establishment of the credit society, 
the savings bank remained the strongest banking 
institution in Kl1ortane, and did not achieve an 
established position until the Great Depression in 
the 1 930s. Falling produce prices prevented 
farmers from repaying improvement loans. When 
the credit societies, with the support of the state, 
granted long-term mortgages to farmers for the 
repayment of debts to other banks, they also 
gained new members. 

New cooperatives emerge 

During the early decades of the 20th century, the 
"fourth wall" of Finnish cooperation, the other 
cooperatives, consisted of several sectors of which 
meat processing, insurance and egg sales were the 
most important. It took a great deal of work to 
launch operations in all these fields, and no real 
progress was made before the second world war. 

During the main stage of establishing slaughter­
houses in 1 9 1 4, a provincial livestock and meat 
sales cooperative was aIso founded in a town neal' 
Kuortane. Its first decades were a struggIe for 
survival. The cooperative sIaughterhouse faced two 
major problems. Firsdy, it lacked a dear strategy, as 
it was involved in selling livestock, sausage making, 
tanning and retailing. Its second problem was 
membership, for despite every effort, only a 
thousand or so people joined and neither could 
they be induced to fully cOl1lmit themselves. In 
Kuortane, as eIsewhel'e, there was an established 
procedure whereby fatstock went to the IocaI 
cooperative store, butcher or private sIaughter­
house, who paid on the spot. This suited the sellers 
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A G R I C U lT U R A l  S H O W S  

: J. 
In order ta reach. a wi&�r imblic, 
the 'Pellervo Society took part with 
Hankkija in an agricultural show 
held in Kuopio in 1906. The model 
dairy they presented attracted great 
mterest. 
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At the Viipuri show in 1 932, an 
AIV silo was built to explain how 
to make silage. 
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By the end of the 1950s agricultural 
shows had become highly popular 
entertainments. The tents house the 
Pellervo Society, Hankkija, Valio and 
OKO stands. 

:- .. 

At the Helsinki show in the 1 990s, 
the children of the capital could 
become acquainted with farm 
aninuls. � .  ' . . 
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much 1110re than the cooperative slaughterhouse's 

post-payment system. 

In the mid- 1 930s, the Pellervo Society arranged 

a state 10an for the cooperative slaughterhouses to 

build new facilities. The situation WJS improved by 

an expanding econ0111Y and state subsidies to the 

meat industry. The p rovinciJl slaughterhouse 

streamlined its operJtions and began a systematic 

membership drive, and by the end of the decade 

there were approximately two thousand members. 

Insurance was another new area for the Pellervo 

cooperatives. There was a long history of fire 

insurance dating back to the 1 9th century; the 

municipal "fire insurance association" of Kuortane 

was founded in 1 883 . It collected the premiul1l 

only after any possible dJl11age had occurred. 

Insurance legislation passed in the early 1 9()()s led 

to new rules for the association, converting it into 

a mutual insurance association. The new act also 

required 111andatory reinsurance if the liabilities 
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The cooperatives were among the first to 

acqu i re lorries in the countryside. And after 
the deliveries had been made they might be 
used to drive the staff to sports meetings. 

exceeded a certain <ll1lount .  There was no 

discussion of reinsurance in Kuortane until almost 

ten years later. This was typical as reinsurance 

spread slowly, and it was not until the early 1 920s 

that the society decided to reinsure its brgest 

policies with a private insurer. 

Despite the pronounced cooperative spirit of 

the cOl11l1lunity, the insurance association did not 

join the Vakava lnsurance Association founded by 

the Pellervo Society il1 1 9 1 8 . Similar decisions 

were made in most other localities and the Vakava 

society had to struggle for l11any years to gain 

parity with its main private competitor. The 

K uortane Fire Insurance Association, however, 

entered the Pellervo network by joining the 



Federation of Rural Fire 1nsurance Associations, 
which was a Pe11ervo-type advisory organisation 
arranging courses and issuing its own magazine. 

1n the early years of the 20th century the sale of 
eggs were regarded as a good way to supplement 
farm income. No such cooperative was founded at 
Kuortane, as few farmers kept chickens and the 
small quantities of eggs for sale went to the 
cooperative store. 1n 1 92 1  the Pellervo Society 
established Vientikunta Muna (Munakunta) to 
look after the export of egg cooperatives.Although 
these were established in many neighbouring areas, 
the Kuortane cooperative store continued to serve 
the needs of the community. 1n 1933 Munakunta 
began to accept retail cooperative societies as 
members, and the Kuortane one joined in 1 934. 
This was part of a wider scheme, and in the 1 930s 
the majority of the company's members were 
cooperative societies. 

While these three areas of cooperation still 
awaited success, there were others which thrived 
during the first half of the 20th century. These 
jointly bought agricultural implements and stud 
bulls, and cooperated in flourmill and peat drying 
ventures. Most of these semi-cooperative ventures 
were not organised as businesses. The farmers 
glad l y  kept to l l 110fE ' ja l  for l1ls r coopcration 
whellcver possiblc a n d  a c o  pcra tivc W:lS only  

fficb l ly regi ·tered when a v'nture required kg:1 1 
st:Jl 1ding. I I I  rn. ny pbces the old tradir iol1s of 
col l.:1borati n and the ncw co peratives exi stcd 
side-by-side and intermingled. The basis of a11 
cooperation was a network of social relations used 
for the promotion of production. 

The Pel lervo network 

The Pellervo Society wished to use the coopera­
tives as a channel for information from the centre 
to h elp tl1l' f:.lrmers i l llprovc thei .. eco l lonu wcll­
b i ng. Thi.s W( lI ld also rei l lforce the bond of loy­
:1lry bctwecn the c m m  n pe ple <lnd the edu­
cared cl,) ·se� < nd tbe idea 0 a llltion 't:lte. The 
objective was to create a wealthy sector of society 
making use of up-to-date information and focus-

T H E  W I N D S D F  C O O P E R A T I O N  S W E E P  T H E  C O U N T R Y S I D E  

ing on the Society's aim as being a counterweight 
to the labour movement and capitalism. Through 
its nationalist-oriented network, Pellervo linked 
the educated and prosperous patriotie farmers to 
its national project. With the support of the elite, 
this "early" group had already gained a position of 
authority and made its message credible. 1t  was 
reinforced by a threatening political situation, 
which drew in the "late-comers" .  

Cooperation was the first mass movement in 
Finland to involve the rural population. Economic 
factors bound members to the movement more 
closely than ideology. Just as Hannes Gebhard had 
envisaged, cooperation linked the local level to the 
nation through economic structures and a 
genuinely democratic process. 1t was through this 
democratic ideal that the rural population, which 
regarded itself as "poor", began its rise towards hav­
ing a say in the affairs of society. 

The founders of the Pellervo Society planned a 
network of cooperation extending to all levels. 
People would join the local organisations, and 
these would link forces in specific sectors of 
production. The sectors, in tum, would shape the 
overall economy, creating a context and environ­
ment for the local economy. The local societies 
would join the regional society, which in tum 
would join the provincial association, and fina11y 
the national body. The ideal was fluid cooperation 
between the different sectors of the economy. The 
pIan was to gradually change the Pellervo Society 
into a federation of all cooperatives in Finland. 

The breakthrough was marked by a diverse 
process of networking, joining the Pellervo 
Society and the central societies, the central 
administrations and provincial organisations, and 
being linked via the provinces to the local 
network. Good contacts with civil servants and 
politicians were part of this overall network. 

However, in spite of the network, the relation­
ship between the main central society and the 10cal 
cooperatives did not develop as desired and only a 
fraction of the cooperatives joined Pellervo. Owing 
to the patriarchal rule of Gebhard, only the credit 
societies were c10sely allied to the Society. 

Although no formal relationships emerged, the 
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F R O M  H O R S E S T O  T R A C T O R S  

At the end of the 1 940s there were about 3 000 
tractors and over 300 000 horses, and it was not 
until the 1 960s that the situation began to be 
reversed. Living in the back and beyond no longer 
proved ta be an obstacle to buying machines. 

Finnish agriculture 
has witnessed the 
transition from horses 
to tractors during the 
past century. In 1 9 1 9  
Pellervo noted that 
the new "field engine" 
was in every respect 
superior to the horse. 

During the second 
world war, wood-gas 
generators helped 
solve the fuel shortage. 



The prosperity af Finland owes 
111uch ta this kind of partnership. 
A lumbeiJack and his harse are 
put ta the test hauling logs in 
midwinter to the nearest truck 



A P E O P L E ' S  M O V E M E N T  I N  K U O R T A N E  

cooperative spirit lived on.  The interaction 
between the Pellervo Society and the coope­
ratives was based on the Society 's publications and 
edllcational work . Members of the farl11ers' and 
cooperative societies subscribed to the Society's 
magazine and its advice heeded on how to 
il11prove agriculture in the locality. The Society 
also produced a steady streal11 of manuals on the 
establishment and management of cooperatives, 
and instructions on registration and the 
interpretation of legislation. 

Although the number of member cooperatives 
in the Pellervo Society remained s111a11, member­
ship in the central societies was another way of 
linking the movel11ent's organisations together. The 
local cooperatives regarded the central societies as 
the link to the national and international markets, 
and as important l11eans of teaching and spreading 
the model of cooperation. They participated in the 
planning and costs of cooperative training and 
published their own journals and booklets. 

Establishing a l11embership for Hankkija, which 
traded in agricultural implements and machinery, 
proved far more diflicult than getting the dairies, 
retail societies and credit societies to join their 
respective central societies. Pellervo planned to get 
the buying and selling cooperatives to join 
Hankkija .  These were Ilot established by the 
farmers, as they felt purchases could be arranged 
tbrough the retail societies. 

The solution followed at Kuortane was typical. 
Joint purchases were first carried out by the local 
fanners' society, then when the retail society was 
founded, it took over the sourcing of implements 
and machinery, and also j oined Hankkija .  
Hank-kija and the cooperative societies were 
essential for each other. The latter provided 
Hankkija's main retail oudets and stocked agricul­
tural implements and supplies in order to attract 
[,1rl11erS to join. 1n many places, the retail society 
started off with a small range of goods, but soon the 
members demanded more. Another important area 
for Hankkija  was the mechanisation of the dairies, 
in which it gradually became an expert.The dairies 
in Kuortane aIso joined Hankkija .  

The provincial associations of cooperatives 
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represented the central socletles at the regional 
level. Gebhard had expressed the wish that 
Pellervo would become a veritable union of 
cooperatives. The local cooperatives would join 
the provincial association and these in turn would 
becol1le members of the Society. 

The organisation of the dairies soon came under 
way, especially since Pellervo arranged state subsi­
dies for them. The dairy associations become 
important organs for collaboration and channels of 
information for the local cooperative dairies. The 
Kuortane dairy was a charter mel1lber of its own 
regional dairy association, and its management 
regularly attended the l11eetings of the association. 
There were similar organisations for the retail 
cooperatives and credit societies. The nation was 
divided into cooperative and credit society districts 
in charge of the "ideological instruction and 
education of the mel1lbers". 

Regional and provincial organisation 
proceeded as planned by Gebhard. 1nstead of the 
Pellervo Society, these intermediary organisations 
j oined their respective central societies, and the 
existence of provincial associations diminished 
the importance of the Society for the 
cooperatives . The associations acted as a forum for 
keeping the local cooperatives abreast with 
developl11ents. 

The associations and the central societies 
engaged in close collaboration. The central 
societies supported the associations in hiring 
instructors and the associations in turn promoted 
the central societies. The provincial network 
became the most il11portant centre for collabo­
ration among the local cooperatives. 

Collaboration between cooperators 

1n addition to the national and provincial levels, 
Pellervo's organisational ideal included a strong 
local network. The farmers' societies and their 
allies the cooperatives became the centres of 
infonnation around which a diversity of networks 
developed, although the Society was unable to 
play a leading role. 



A N I M A l  B R E E D I N G  

DJiry stock pbyed a vital role in the revival of 

a gri clll ture at  the beginning of the century. 

Improvements in cattle breeding, pasturing, hay 

cultivation Jnd winter feeding a11 helped increase 

milk yields. Agricll ltural shows became important 

venlles for obtaining the btest information. 

The Finnish Animal 13reeding Association is the 

central organisation for anil1lal breeding and 

artificial insemination in Finbnd. FABA 

maintains the official 

handbooks for dairy cattle, beef 

cattle and swine. The Association 1S 

responsible for the import and export 

of breeding cattle and pigs, bull and 

boar semen and cattle embryos .  

Environmental awareness i s  paramollnt 

in animal breeding. The aim of the Association is 

to u tilise natural resources in a11 economical ly, 

ecologically and socia11y 

acceptable way. 
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The fanners' societies would have been the 
best way to reach the rural localities, but 
Pellervo's connections with them had weakened 
in the early 1 900s. After their main function -
joint purchasing - had been taken over by the 
retail cooperatives following the passing of the 
Cooperative Societies Act, the Society lost 
interest in them. Insufficient funds also forced it  
to ignore them and concentrate on the 
cooperative societies. Paradoxically, the solidarity 
of local cooperators and the degree of actual 
collaboration were nevertheless significant and 
cooperation was seen as a common ideology. 
Whenever a new joint venture was begun in 
Kuortane it  was seen as "strengthening the local 
spirit of cooperation" . 

The same people sat on the boards of the 
farmers' societies and the cooperatives, which was 
on1y natural as new cooperative projects always 
evolved fi·om earlier ones and membership in one 
easily led to joining another. The local network was 
based more on conU11Unal contact� than cooperation 
as such. Cooperation was the way to improve the 
locality and it concerned a broad circle. The people 
involved were prominent in municipal affairs, 
scho01s, savings banks, insurance associations and a 
variety of clubs and societies. These networks 
included telephone and e1ectrical power companies, 
fire insurance, horse-breeding associations and 
ideological societies. 

The cooperatives subscribed to a strong social 
ethic and worked for the comm.on good of their 
areas, assisting both educational and ideological 
organisations. They would also aid more distant 
projects such as a regional farmers' institute. The 
retail cooperatives also supported projects at the 
national level. 

The apol itical bourgeoisie 

The whole cooperative movement was viewed, 
almost axiomatically, as apolitical. Everyone was 
allowed to join regardless of political affiliation, 
although "personaI" relationships with the 
Finnish party, which had arisen from the Pellervo 

1 42 

Society and nationalist circles, was still strong in 
the early years of the 20th century. 

The active cooperators of Kuortane were also 
involved with the Finnish party. There was little 
local support for the Agrarian Union until the late 
1 930s, when it  became the second largest party 
after the Conservatives. Pressure to conform 
ensured that there was no room for the Social 
Democrats at Kuortane. Party cadres were 
also active in running the cooperatives. The 
political spectrums of the cooperatives and the 
municipal administration were roughly the same. 
The original domination of the Finnish party / 
Conservatives gave way to collaboration between 
the Agrarian Union and the Conservatives in the 
late 1 930s. 

Although the cooperatives sought to support the 
smallholders and promoted themselves as the 
movement ofthe "poor", there was no intention of 
altering ownership relations in the countryside. 
Their objective was more to mediate in conflicts of 
interest, a process parallel to the Finnish party's aim 
of maintaining political stability. 

At the local level, the Pellervo movement 
primarily reinforced a network of mjddle-sized 
freeholders, whose power was based on the 
municipal administration, the old Finnish 
movement and its later party affiliations. The 
cooperative activists belonged to the "social 
centre" of the locality, which quickly adapted new 
ideas. This was not a matter of attitudes a10ne, as the 
spread oftechnology also depended on money.The 
wealthy farmers could afford to keep abreast of 
developments. But new and efficient methods also 
meant widening the gulfbetween the landless and 
those who owned their farms, and these differences 
fanned the growth of differences in education and 
living standards. 

Although Finland possessed the world's most 
democratic parliamentary system, local democracy 
was still undeveloped. Universal suffrage at the 
national level did not destroy the old patriarchal 
hold over local government which, in practice, 
remained under the control of the freeholders. 
Local government stagnated, with the same people 
running the councils from year to year. However, 



in the eyes of the people, the management of 
practical atTairs was ultimately more important 
than addressing conflicts of interest. 

In spite of this attitude, the cooperatives 
worked to settle the conflicts within society. The 
social background of retail society members was 
always more varied than that of the producer 
cooperatives, as they were also joined by workers 
and rural labourers. The local credit societies were 
important in financing the smallholders. Both the 
granting of loans and joint purchasing speeded up 
the already rapid development of agriculture. 
The purchasing of machinery for one's own 
household alone would have been too expensive 
for most fanTlers, but it could be managed 
through a cooperative. 

The inferred apolitical nature of the coopera­
tives made it easier for ditTerent groups and elasses 
to join, but it was not the basic incentive as the 
benefits of membership were the primary 
consideration. The cooperatives also made it 
possible for small farms with only one 01' two cows 
to find an outlet for their produce and also obtain 
the goods they needed. 

The commercialisation of agriculture and the 
cooperative system brought the various elasses of 
the countryside eloser together. Common 
economic interests cemented ties among the rural 
middle elass, crofters, smallholders and freeholders, 
and both freehold and crofter farmers shared the 
same farming identity and the 1ife of the free 
peasant. This was also the essence of the ideal 
taught by Gebhard and the Pellervo Society. 
Agriculture was a way oflife that had been carried 
on for countless generations, and people would 
only move into the towns and cities when it 
became absolutely necessary. 

I n structive cooperation 

During the early years, cooperation was associated 
with a programme of popular education aimed at 
adjusting agriculture to the world market and the 
market economy in general. By the same token, 
people were a1so to be shaped to the requirements 

T H E  W I N D S  O F  C O O P E R A T I O N  S W E E P  T H E  C O U N T R Y S I D E  

of modern society. The new rationality ineluded 
the steady supply of milk to the dairies, loan 
monitoring, and the gender division of labour. 
Lectures given at farmers' society and cooperative 
society meetings, instruction provided by visiting 
advisors ,  and such forms of education as 
competitions, were important because a11 this was 
part of a more comprehensive network replacing 
the older one mainly oriented around the 

nationalist-minded freeholding elass 
The Pellervo Society was part of a grand 

proj ect to accommodate Finland to the world 
economy by teaching a new "rationality".  The 
cooperatives made it possible to process goods for 
the market, provide a chain of distribution and 
obtain capital for business ventures. These aspects 
were associated with the modern requirement of 
specialised labour and work. The creation of a 
nationwide network of dairies spread the idea of 
specialisation among the farmers. The quality of 
exported butter was a question of life and death 
for Valio. Thanks to improved transport, the 
European butter market was more than 
adequately supplied. Under such conditions , 
quality became a prime consideration. Climatic 
conditions made it difficult to ensure a steady 
supply of milk in a11 seasons, and the short 
summer and long, cold winter called for major 
investments in order for agriculture to survive on 
the international market. At the beginning of the 
20th century, however, Finland managed to raise 
the quality of its butter to the high European level 
while keeping prices competitive. 

From the beginning, one of the deelared aims 

of the Kuortane Cooperative Dairy was the 
education of dairy farmers. The dairy was to be 
adapted to the emerging structures of 
production. The suppliers were paid according to 
the percentage of fat in the milk, and there were 
campaigns in favour of cattle breeding and 
improved feeding. New feeding methods were 
tied to higher productivity and fat content, and a 
longer milking period. Hay cultivation was a 
major reform as many fanners considered it 
almost sinful; it required field elearance, new hay 
strains, more efficient mowing and drying 
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E D U C AT I O N  A N D E N L I G H T E N M E N T  

The dissemination of information is one of the 
primary tasks of cooperatives in Finland as else­
where. Only a few years after their establishment, 
the Pellervo Society and the central cooperative 
societies began a programme of systematic educa­
tion in the theory and practice of cooperation. 
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At first this took the form of roving instructors, 
then in 1 909 a cooperative school was established 
and in 1 929 a correspondence school. In the 1 960s 
Pellervo concentrated on the training of managers 
and elected officials. The work continues in the 
Pellervo Institute set up in the early 1 990s. 

At the beginning of the 
century Pellervo had a dozen 
or so advisors who travelled 
around the country instructing 
cooperators and others. 
A gathering in 19 13  to listen 
to a lecture on cooperative 
methods. 



In the 1 950s, SOK began 

to emphasise the importan ce 

of women as shoppers . 

The cooperative societies 

established women's 

committees which served 

as a feedback channel and 

a forum for introducing 

new products. 
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methods, and the construction o f  storage 
facilities. On the other hand, there was no 
opposition to cattle breeding. Nobody would 
have said no to improved breeds of cattle if they 
could have afforded them. It was a question of 
money. 

Advances in fodder and cattle breeding affected 
both the quantity and quality of the milk 
produced, but for the dairies the most important 
consideration was improved hygiene. One poor 
quality batch could spoiI all the milk, which is 
why dairy rules underlined the importance of 
hygiene. The dairy supervisory association 
employed a dairymaid to go from farm to farm 
advising farmers on the correct washing of cows, 
the treatment of manure and other aspects of 
hygiene. Other educational work concerned 
improved cow sheds, Iectures at cooperative 
meetings, the distribution of magazines and the 
organising of dairy association shows. The most 
effective way, however, was the price paid to the 
farmer. Quality-based pricing was adopted at 
Kuortane in the mid- 1 920s, after which the 
quality of milk immediately improved. As soon as 
the quality fell, the dairy increased the price 
differences between the grades. 

A similar educationaI policy was aIso followed 
in the other cooperatives. The Pellervo Society 
felt that the founding of cooperatives was not an 
end in itself as they had a more important role to 
play. Cooperation should always involve advise 
and education. The bull associations, for instance, 
were not established j ust to obtain stud animals 
but also to instruct farmers in proper husbandry. 
The Vakava reinsurance association was set up, 
because other reinsurers were not interested in 
education but only in business. This trend was 
most pronounced in OKO and the Iocal credit 
societies under Hannes Gebhard. One of their 
objectives was to "ally professional instruction as 
closely as possible with the lending operations of 
the credit societies . . .  Money alone is not enough. 
It is more important to provide instruction on 
how the borrowed funds can be best used to 
improve conditions." The local credit societies 
demanded strict loan monitoring. 
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From economic d iversity 
to standardisation 

Standardisation gradually replaced the traditional 
diverse economy based on the need to gather the 
necessities oflife from different sources. During the 
period of emergence, the two systems coexisted 
and although the trend was towards specialisation, 
rural consumption and production still relied on 
the old system. Although the structure of 
agricultural production appeared to change rapidly, 
the old way of life survived. I t  was as if the new 
society floated on top of the old one. Rural 
households still followed a seasonal pattern of 
work, and home produced goods and the 
exploitation of nature's bounty considerably 
supplemented incomes. For economic and business 
reasons the farmers adapted to the objectives 
society regarded as important, but they also wished 
to preserve as much as possible of the old system. 
Familiar patterns provided social and economic 
security. 

In contrast to the standardisation of the 
producer collectives, the retail cooperative 
societies considered it a matter of principle to 
support the diverse rural economy. In this respect, 
they were for many years the core of cooperation 
in the rural communities. The stores bought and 
marketed the harvests of the fields and forests. 
In Kuortane, the store acted as the outlet for 
grain , vegetables, tubers, firewood and berries. It 
received home-churned butter and cattle for 
slaughter, which were often used as payment for 
goods from the store. By selling produce like 
eggs, game and berries, cooperative stores 
considerably helped the smallholders, who were 
forced to earn their income from several sources. 
The retail societies traditionally sold on credit, 
even though the Pellervo Society opposed the 
practice because it was contrary to the 
cooperative spirit. In reality, however, it could not 
be avoided as earnings and needs in a seasonaI 
agricultural system did not coincide. 



Mobile shops made their appearance in the 
1 950s to supply the outlying districts. 

Standardisation of labour 
among the genders. 

A new feature of rationalisation was the reshaping 
of gender roles. The absence of W0111en from the 
111anagement of the cooperatJves and tlleir emral 
societies was one of the most marked features of 
cooperation.  Significantly, Marttaliitto, the 
national union of Martha women, was founded at 
the same time as the Pellervo Society. The Martha 
women significantly speeded up one of the main 
standardisation projects of Finnish society, the 
separation of gender-based areas of action, which 
the cooperatives in due course reflected. 

Both the Pellervo Society and the Martha 
organisation were established in response to the 
February Manifesto and they sought to promote 
civic consciousness and activities beneflcial to "the 

parish and the nation". They even presented the 
same arguments, ie, it is impossible for the people 
to improve their educational standards without a 
solid economic foundation. They also developed 
advisory organisations and published educational 
literature, and it was through these that countryfolk 
were introduced to the logic of specialisation. At 
the same time, they also institutionalised a new 
gender division: the task of 111en was production 
while the household was left to the women. 

A new femininity developed based on the 
home and motherhood. The keywords were 
morals, motherliness, self-sacrifice and diligence. 
The Pellervo Society's publications associated the 
cooperatives with "decent people" who were 
honest, dependable, unselfish and patience. 

Although the ordinary people did not quite 
appreciate the separation of the household from 
production, the new gender concept had become 
largely recognised by the 1 930s. In the municipal 
councils women were regarded as "women's 
representatives", whose responsibilities included 
care and education, while economic matters were 
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a male domain. Although women remained out­
side the management of the cooperatives, the suc­
cess of Finnish butter on the European market 
owed much to women. The rise of the Finnish 
dairy industry was largely based on cheap, skilled 
female labour in the farms and dairies, thus mak­

ing competitive prices and high quality possible. 

Member resistance to 
standardisation 

Membership in a cooperative also entailed the 
acceptance of a uniform role. Cooperation was 
also a means for disserninating new ethical and 
social norms, the ideal of a new, rational lifestyle, 
which meant hard work, thrift, temperance and 
goal-orientation. It was difficult to get members 
to join in accordance with purely cooperative 
principles. For example, membership in a cooper­
ative dairy basically implied delivering milk to a 
dairy. The relationship of members with their 
cooperatives varied greatly according to 
economic and market conditions. 

The desire and need to join were dictated by the 
prices obtained for the products members sold. 
The cooperatives gained new members when they 
were able to pay higher prices than others, but 
when farmers were paid better elsewhere the 
agreed quantities of rnilk were not delivered. 
Membership and commitment were of vital 
importance to the cooperatives, for the whole 
venture was based on people, not money, and 
estimates of profitability were based on the number 
of members. "Rebellious members", however, 
were a fact to be contended with. The 
management of the Kuortane dairy both 
threatened and appealed to members to make 
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them deliver rnilk according to the number of 
cattle reported to the dairy. 

The membership issue could be particularly 
difficult for cooperative slaughterhouses. These 
operated in large districts and member 
commitment was nowhere near as high as in the 
dairies. Slaughterhouse agents toured the districts 
to buy fatstock animals from all who were willing 
to sello Milk deliveries were so important to the 
dairies that most of them would buy more than 
half their milk from non-members. 

Characteristic of all the cooperatives and other 
joint ventures at Kuortane was the enthusiasm of 
the charter members. At first, the management 
would work without remuneration and was 
highly committed to the affairs of the 
coopel'ative. Large numbers of members would 
take part in the founding of the cooperatives and 
major  building proj ects were carried out 
voluntarily. Undel' normal conditions, however, 
members placed their faith in their representatives 
and did not personally attend meetings. 

Although the members generally elected the 
ownel's of rniddle-sized freeholds to the boal'ds, 
they wel'e unwilling to remain a passive and 
manipulated group. All matters of even rninor 
import in terms of principle were subrnitted to the 
general meetings of the society and when 
necessary members would exercise their authority. 
These membership problems indicate that the 
farmers did not unquestioningly adapt to the 
rational concepts of cooperation. The creation of 
membel' relations as in the ideal concept of 
cooperation required a great deal of effort. 
Members sought to maximise their profits 
whenever possible. On the othel' hand, the 
cooperative was regarded as important when there 
was a thl'eat of operations being discontinued. 



Cooperative banks have 

aIways offered a perso naI 

service. Nowadays 

more and more 

people visit their 

bank on 

their computer. 

INTERNET TRANSACTIONS, January 1 996 = 1 00 
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FROM PROCESSORS TO PRODUCERS 

T he period of consolidation and cen­
tralisation began after the second 
world war and continued well into 
the 1980s. This period of regulatory 

policies and collective bargaining was marked by 
the reduction in the number of cooperatives and 
the identification of the Pellervo movement as a 
producers' organisation. 

The 1960s were years of healthy economic 
growth and fundamental change in Finnish society. 
The opportunities for additional income, the 
guarantee of being able to live on small farms, 
decreased as a result of mechanisation, standardi­
sation and mass production. The trend in 
agriculture was towards middle-sized specialised 
farms. Surplus production became a problem and 
restrictions were placed on the expansion of 
agriculture. Throughout the country, farms were 
specialising in single products, either traditional 
ones like milk, meat, eggs or grain, or completely 
new ones like sugar-beet, rape, strawberries or furs. 

The smallholders grew old and died, while the 
younger generation gave up farming and moved to 
the cities. Services and settlement were concen­
trated in the conurbations. Kuortane suffered the 
same fate as other rural communities. I ts 
population declined as the young people moved 
away and the number of those gaining their 
livelihood from agriculture decreased annually. 

The farmers' lifestyle began to resemble that of 
wage earners. A growing percentage of output 
was soId as a cash crop. Agriculture became less 
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self-sufficient and increasingly dependent on the 
markets. Work and leisure were differentiated and 
brought together again by consumption. It was 
necessary to earn by working in order to be able 
to spend during one's free time. The old diverse 
agricultural economy passed into history, or as 
one farmer explained: "Along with the milk 
cows we also kept pigs, a couple of hundred head 
of poultry, so the dairy business was not so 
important. We grew rye for sale, and wheat too. 
Before, we were in a kind of non-cash economy, 
but now these farms have become more Iike 
business operations. We produce milk, but buy all 
our other food." 

From vi l lage cooperatives to 
provincial societies 

Just as society during the early years of the 
cooperative movement was based on the high 
populatian and activities of loeal eommunities, 
eooperation was also small in scale and lacal in 
nature. The Iarge rural population was sufficient 
to maintain the Iocal cooperative dairies, banks, 
retaiI societies and others. The adaptation of 
cooperation to social changes aIso implied a 
deerease in numbers. During the years when the 
cooperatives became established institutions, they 
were concentrated in the provincial centres. By 
the end of this period there were over 5,000 
cooperatives in Finland; the corresponding figure 
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M I L K T R A N S P O R TAT I O N  
Over the decades, the transportation of milk from 
the farms ta the dairies has changed beyand recognition. 
At first milk was conveyed by horse-drawn cart, lorry 
or tractor, but since the 1 9 60s in farm milk tanks and 
tankers. 
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in the late 1 980s was only about one thousand. 
Standardisation proceeded from raw materials and 
products to the processes of production. 

Throughout the period of consolidation the 
cooperative dairy was the basis of economic 
activity for Kuortane. Two-thirds of local farmer 
income came from dairy cattle. The cooperative 
dairy expanded production at an even pace. 

After the war, Valio began to systematically 
concentrate and centralise the cooperative dairies, 
with support from the provincial associations. 
When the provincial cooperative dairy association 
was established in 1 962, the Kuortane dairy was 
one of its charter members. Three years later, the 
butter of the Kuortane dairy was churned at the 
provincial dairy and almost 60 years of butter 
making at the local dairy came to an end. 
Opinions were divided in Kuortane, but it was 
understood that this was a decisive, if not crucial, 
decision, and the meeting called to discuss joining 
was well attended. The opponents of the scheme 
feared that members would lose their say when 
decision�making was transferred from the Iocality 
to a large unit elsewhere. 

The Dairy Association's propaganda argued in 
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After the seeond world war, 
many dreamed of a new home 
or eowshed. The loeal  eoop 
store helped get the materials 
and the eooperative bank the 

finanee. These banks were the 
main souree of settlement loans. 

favour of a joint butter factory as this would 
facilitate the marketing of standard quality and 
uniform retail packaged products. The prices paid 
to producers would rise as production costs felI. It 
was also stressed that the situation would not 
change for the dairies; they would only sell their 
products at an earlier stage of processing. 

The Kuortane Cooperative Society followed 
the same course as the dairy, but it was to be ten 
years later, in 1 974, that it was merged into the 
regional cooperative society. Its customers began 
moving away from the countryside in the 1 960s 
and as cars became more widespread people could 
shop further away. The final blow to the coopera­
tive societies was the drastic fall in the trade in 
farm supplies and implements. Until the 1 960s, 
farmers would sell their produce to the society 
and in return buy the fertilisers, lime, feed, seeds, 
seedlings and machinery their required. This trade 
was important for the rural societies, for the 
reciprocal principle bound the farmers to a store 
that they felt was their own, and it also increased 
the sales of groceries. 

The retail cooperative societies sourced 
roughly half of their farm suppliers and 



eql1 ipment fi· I I J  Hankkija ,  :.10 1 thl:Y const1tutcd 
its largest Ine1ll.ber group. For che ·mal l  oci tie 
the spli t  betw en H;lI1kkija and SOK in tlw early 
1 970 "VJS diA:l ·ult  piU t swalJ w as th ey felt 
their operations were at risk if they lost their 
contacts with Hankkija and the products with 
which they were familiar. Hankkija was regarded 
as the retai1 societies' own central society. Before 
the split, there had been hardly any competition 

in the farm supplies trade. Cooperative society 
members were loyal and bought all they needed 
from its stores. Moreover, the society offered flex­
ible terms of payment, which was a significant 
benefit as farm supplies and equipment were 
more expensive than groceries. 

After the split, a significant number of farmers 
began buying directly from Hankkija  or the 
cooperative dairy. For example, milk tanks, the 
main article purchased in the 1 970s, were bought 
most1y via the dairy, which financed them from 
the milk account. The dairies aIso distributed 
other agricultural supplies and even traded in 
fodder. 

The cooperative society now faced competi­
tion whereas earlier it had been virtually a 
monopoly. Sales of machinery gradually 
improved, but conflicts in the agricultura1 supplies 
trade and fatstock business eroded profits and 
alienated the farmers from the society. 

The cooperative slaughterhouses systematically 
deve10ped their production facilities during the 
years of centra1isation. Membership drives were 
he1d and a sa1es on account system introduced 
which became essential in livestock purchases 
during the 1 960s. MTK became the slaughter­
houses' main partner. 

At Kuortane, conflicts between the producers' 
slaughterhouses and Karj akunta emerged in the 
sale of sausages by cooperative stores. The local 
producers' association wanted them to sell only 
the products of the regional slaughterhouse, but 
since the range could not be restricted to this 
brand alone, some of the producers became 
clients of the loca1 private Kesko Group store, 
which of course prominently displayed their 
products. 

F R O M  P R O C E S S O R S  T O  P R O D U C E R S  

Nationwide cooperatives 

During the early years, the Pellervo Society did 
not encourage its members to cooperate in 
forestry, and no such organisation came about 
spontaneously. Neither did the forest owners' 
society Metsäliitto, founded by Pellervo in 192 1 ,  
lead t o  cooperation i n  Kl1ortane, despite the 
strong 10cal tradition of cooperation. The local 
cooperators were concerned with forest reserves. 
"Let more and more farmers understand that they 
can make money elsewhere, not just from the 
forests", was one comment from the early 1900s. 
Despite criticism logging continued and more 
timber was sold each year. 

The origins of the Kuortane forestry cooperative 
lay in the advisory work carried out by the local 
farmers' society in 1 906, although a forestry 
association was not established until thirty years 
later. It launched joint sales of timber, which were 
expected to offer a bargaining position to those 
forest owners who suffered from the arbitrariness of 
private buyers. 1n 1 954 the Kuortane forestry 
association entered into an agreement with 
Metsäliitto. Cooperation had already begun in the 
association's early years through the regional office 
ofMTK. 1n the 1960s it obtained promises from the 
forest owners that they would only sell their timber 
to Metsäliitto. Eighty per cent of a11 Kuortane forest 
owners agreed to this and the forestry association 
began to trade on behalf of Metsäliitto. 

1n the early years of consolidation, the retail 
cooperative societies continued to sell eggs to 
Munakunta. The limited egg trade in Kuortane 
was still organised through the 10ca1 society, 
which remained a member of Munakunta until 
the regional merger. 1n the mid-1 950s, MTK 
decided that the egg trade should be producer­
oriented and so Munakunta's rules were changed 
to permit only egg producers to join. When SOK 
responded by packing and pricing eggs competi­
tively, collaboration between the cooperative 
societies and Munakunta soon finished. Despite 
this, most of the societies remained members, 
although they provided only some two per cent 
of the eggs sourced by Munakunta. 
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T H R E S H E R S A N D H A N K K I J A  

, . ..  'IIt . , 
- . , .  � 

Threshing machines were one of 
Hankkija's main lines_ Paraffin fuelled 
the ignition bulb motor used to help 
in threshing_ 

1n the early years of farm mechanisa­
tion, a cooperative proved to be the 
most intelligent way of acquiring 
expensive machines_ Pellervo advisers 
farmers on how to set up a threshing 
machine cooperative_ The first ones 
had to be wound by hand_ A belt 
connected the engine to the thresher. 
The next stage were the traction 
engines af the type in this picture 
from the early 1 930s_ 



Threshing machines were still in 
general use in the late 1 940s, and 
harvesters did not arrive until the 
following decade. One of Hankkija's 
most successful models was the Massey 
Harris 630 introduced in 1 956.  
As these were difIicult machines to use 
and maintain, training was arranged by 
Hankkija .  Modern harvesters are very 
labour saving. 
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local cooperation 

The wave of rationalisation did not bypass the 
local credit societies. The number fell from 
around one thousand in the late 1 930s to le ss 
than four hundred in the early 1 980s. OKO did 
not, however, seek to establish provincial 01' 

regional central banks but to merge the small 
local societies. Kuortane's two credit societies 
were m erged in 1 9 5 1 .  Thanks to the new law, 
credit societies legally became cooperative banks 
in 1 970 and no longer made special mention of 
farmers in their policies, but appealed to all. The 
Kuortane bank also now lent money on a more 
or less equal basis to farms, businesses and private 
individuals. 

While almost everything else in society was 
expanding and c entralising, the insurance 
associations remained local in character and 
their managements p ersonally acquainted with 
most of the customers. A combination of a local 
and nationwide organisation was established 
with the local associations as its basis. For many 
years, insurance sales at Kuortane followed 
the same course as in earlier decades. The 
biggest change was the c onversion of the 
insurance association from a semi-municipal 
institution into a business enterprise. Although 
Pellervo's Vakava increased sales throughout the 
country, the Kuortane insurance association 
did not j oin until the merger of the Kuortane 
private reinsurance company with Vakava in 
1 9 8 1 .  

1 n  the early years the Kuortane farmers ' 
society still owned large quantities of farm 
implements and machines. The j oint purchasing 
of machinery dwindled as the old steam and 
p e trol-p owered machines were replaced by 
smaller and cheaper models. The introduction of 
c ombine harvesters led to a new wave of 
cooperatives.  Although following cooperative 
p rinciple s ,  they were not always p rop erly 
registered. The new fOl'm of cooperative' was a 
free association oft�fatmers to buy �;i.chihes,  
wht,ch were then rehted out among tfrem . .  
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The role of transport and 
technology 

The educational work of the Pellervo movement 
was so effective that by the 1 930s technology had 
become a greater obstacle to progress than the 
farmers' know-how, but even so it could not 
shorten distances in the countryside. The decisive 
factors during the years of c ooperative 
consolidation in shaping the local economy were 
advancements in the transport infrastrueture and 
new production technologies. At first, the dairies 
were built where the milk was produced, as it 
could not be transported very far by horse-drawn 
cart. AIso the cooperative store had to be 
established close to its customers, and shops 
competed more on the basis of availability than 
price. Transport systems were hotly debated 
because milk would get warm long before it 
reached the dairy. 

The retail society was the first to use motor 
transport, buying its first lorry in the 1920s and 
establishing its own petrol station in the early 
1 930s . The dairies, however, relied on 
horse-drawn transport for another twenty years, 
mainly because of the poor condition of the 
roads. During the 1 950s state transport subsidies 
and road improvements permitted the use of 
lorries to transport milk so the collection areas 
grew tremendously in size. 1n the 1 960s, tractors 
replaced lorries, but milk was still transported to 
the dairies in various ways: by horse, pushcart, 
bicycle and sledge. 

One maj or innovation in the late 1 960s was 
the farm milk storage tank that was emptied by a 
tanker truck. The regional dairy began to pay 
higher prices to those dairies whose trucks 
delivered the milk directly from the farms. This 
proved to be a good incentive and in the early 
1 970s the Kuortane dairy, in partnership with a 
neighbouring one, bought a tanker. A refrigerated 
milk tank was an expensive investment requiring 
considerable annual production. The collection of 
n;plk from tanks speeded up the process of farm 
rationalisation, as smallholders either had to stop 
pröducing milk or increase the number of cows. 



While transport technology permitted a network 
with fewer production facilities, another process 
with a similar effect was under way. The 
machinery for processing and retail packaging 
large quantities of milk was too costly for small 
cooperative dairies. 

Provindal operations 

Transportation and technology, as well as the 
growth in farm size and output, led to the 
consolidation of producer cooperatives .  
Profitability in turn called for the mergers of 
cooperative societies and banks. Throughout the 
1960s and 70s Finnish society was characterised 
by its idealisation of all large-scale institutions and 
operations. 

The traditio nai local community was 
becoming a thing of the past, being superseded by 
the national perspective channelled through the 
provinces. The province now became an 
integrated area of activity whose agricultural 
organisations had eloser contact with the farmers 
than the national institutions. The provincial 
network of cooperation and agricultural 
production ineluded the retail cooperative 
societies, their supervisory and educational 
organisations, the central societies, the provincial 
farmers' association (latel' the agricultural centre) , 
and allied specialist associations. This complex also 
included a number of agricultural companies. 

The cooperative dairies would, for example, 
deeline to attend national meetings if funds were 
scarce, but they would regularly take part in the 
provincial and regional meetings. The local 
cooperative societies and banks would also 
arrange staff training and guidance. Regional 
cooperation also involved membership in the 
provincial cooperative slaughterhouse, which the 
local producer associations learned to regard as 
their own. The provincial aspect was also 
underlined when a local wood-processing plant 
was established. "When timber is removed from 
the province to be processed elsewhere, large 
sums of money go with it into other hands".  

F R O M  P R O C E S S O R S  T O  P R O D U C E R S  

1 n  spite of the prevailing trend, there was still 
considerable confidence in local cooperation 
around which a solid network had been built 
during the early decades of the century. This 
continued during the period of consolidation. 

The farmers' societies had been the main 
organisations during the early years, but they 
began to wane and their meetings became 
increasingly formal during the 1940s . There were 
fewer meetings held during the following decade 
and activities largely focused on the renting of 
machinery and arranging social get-togethers. 
Even the joint purchase of machinery gradually 
decreased. The Pellervo Society's relationship with 
the farmers' societies was mainly advisory. Now 
that hardly any new cooperative ventures were 
established, the Society stood aside from local 
cooperation and concentrated on the central 
societies. 

The journals and magazines were still the 
Society's main contact with the cooperatives; 
Pellervo, for example more than doubling its 
readership. There were also courses for 
cooperative managers and meetings to which 
representatives were also sent from Kuortane. The 
Society continuously supplied model rules and its 
market surveys permitted the cooperatives to 
keep track of developments. Pellervo sought a 
functioning outlet to the rural areas, and on 
several occasions between the late 1 920s and the 
early 1940s it planned to establish local branches 
to bolster cooperative unity and act as its 
representatives. These failed due to the lack of 
local interest. 

The emerging bond among 
producers 

The de cline of the farmers' societies showed that 
the focus of agricultural activity in the rural areas 
had shifted elsewhere. The great period of 
popular enthusiasm and education was now a 
thing of the past, and the cooperatives were now 
marked by a strengthening of their producer 
identity and group interests. The original goal of 
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the Pellervo movement of a united and politically 
aware countryside defending its own interests had 
been achieved.Whereas the Society had helped all 
groups of farmers, MTK defended the interests of 

the newly homogeneous one. In accordance with 
Pellervo ideals, MTK linked the local and national 
organisations and subscribed to the comprehen­
sive policies of the Pellervo movement. 

The producers created an efficient vertical 
network for decision making that took over the 
former central role ofPellervo and other advisory 
organisations in rural policies. Cooperation began 
to conform to the producers' views . Ideological 

cooperation was now replaced by collaboration in 
terms of the collective interest. It was even 

proposed in the 1 960s that the Society become a 
department of MTK. 

The enrolment of the Kuortane farmers in the 
producer organisation was a long and complex 
process. In 1 9 1 6  a representative was sent to 
Helsinki to demand higher ceiling prices for 
butter. Although butter prices were important, the 
Kuortane farmers left the problem of collective 
bargaining to Helsinki and never bothered to send 
representatives to the foundation meeting of MTK 
in 1917 .  The setting up of a local producers' 
organisation was discussed at many meetings of the 
farmers' society, and in 1922 a local branch of 
MTK was established at Kuortane. It was not very 
active during the 1920s and 30s. The producers' 
district association instead handled regional and 
provincial issues and distributed information on 
the overall situation in Finnish agriculture. 

Nationally, MTK served the interests of Finnish 
agriculture on a broad front during the interwar 
years. MTK, whose influence was largely based on 
expertise and political contacts, graduilly developed 
into a mass organisation, and by the 1 930s one 
freeholder in four was a member. During the years 
of cooperative consolidation, MTK became the 

leading economic organisation for the farming 
population and a completely new era also began in 
Kuortane. "The crises in farm policy during the 
autllmn of 1947 and MTK's role in them . . .  united 
the membership".  In the 1970s, 90 per cent of all 

farms in Kuortane belonged to the organisation. 
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Although MTK never gained millions of 
members, it wielded greater powel' than the 
cooperatives due to its close links to the system of 
income and economic policy making. The rhetoric 
of producer meetings would often paint conflicts 
between the farmers and the rest of the nation. 

The adoption of a producel' spirit and the 
"closure of the countryside" were promoted by 
the strong traditionalism of farming and social 
networking. As sul'plus production and its 
resulting costs aggravated conflicts between wage 
earners and farmers, and the debate became mol'e 
inflamed, the basis was laid fol' a solid united 
producer front. 

Since its foundation, MTK maintained that 
cooperation was the best way to ol'ganise 
agricultural production. In the late 1940s, the 
organisation approved the pl'inciple of producer­
oriented central commercial organisations in 
order to keep control in the hands of the 
producers. Membel'ship drives wel'e invariably 
successful and fal'mers learned to be "loyal to theil' 
own organisations" .  Those who bought ol' sold 
produce outside the cooperatives wel'e 
criticised and l'egarded as disrupting the 
producers' front. Pressure was also applied to 
ensure unity. 

Politically, Kuortane favoured rural-oriented, 
bourgeois cooperation, which had a long 
tradition in the area. The formerly strong support 
for the Conservatives declined to approximately 
one third of the ballot, while the Agrarian Union 
/ Centre Party received roughly half. The leading 
role of the Centre Party in national politics, and 
the party's close links to MTK, also influenced the 
political affiliations of farmers. 

New style membership 

Once the cooperatives became established 
institutions it was typical for members to clearly 
identify themselves with them. Technological 
developments reinforced this attitude. Farmers 
who had chosen a specific form of production 
had to invest so much in buildings, machinery and 



equipment that the marketing of goods and 
produce had to be guaranteed. This also meant 
that small producers were eliminated. The 
cooperatives and the producer associations 
also tried hard to tie non-members to the 
cooperatives. 

The level of activity among members was as 
high as in the early years, and there was a strong 
team spirit. Members undertook a great deal of 
voluntary work and donated materials and 
supplies to the cooperatives, but only roughly one 
fifth of them attended meetings. If things went 
well and there was no reason for concern, they 
placed their trust in the members of the boards 
who were repeatedly re-elected. Bl1t if important 
issues arose, then they attended en masse. 

The cooperatives carried on the educational 
activities of the early years. The feeding of cattle, 
[or example, was now highly technical, and 
farmers were taught to prepare the correct 
amOl1nt of feed in terms of energy, protein and 
mineral content. There was also support for cattle 
breeding. 

The main task of the cooperative dairies was 
still to improve quality. This was done, as before, 
by holding lectures, courses, outings, competitions 
and exhibitions, and even by subsidising 
subscriptions to trade jOl1rnals. The advisors from 
the dairy's supervisory association instructed 
farmers in improving cow shed hygiene and 
refrigeration. The main incentive to improve milk 
quality was a substantial difference in pricing 
based on state-regulated grading. Farm milk tanks 
and refrigeration considerably improved the 
quality of milk. The introduction of grading in 
meat and eggs followed a process similar to the 
dairies. As a result, the quality of farm produce 

F R O M  P R O C E S S O R S  T O  P R O D U C E R S  

improved, it was more efficiently produced with 
less labour but more machine1'y. 

Towards the end of the period of consolidation, 
cooperative enterprises faced a completely new 
challenge: how to arrange relations between the 
o1'ganisation and its members. The provincial 
cooperative would inevitably be something more 
distant than a local plant. Coope1'atives were also 
la1'ge organisations, and it was difficult to hold 
general meetings. A new fo1'm of decision making 
was required. The people elected to the councils of 
representatives and boards of directors were locally 
prominent and involved in many projects. They 
were trusted and their opinions 1'espected. The 
locality, however, could no longer be the starting 
point in decision making. It was necessary to find 
soIutions that would combine the interests of the 
producers and the cooperative. The dimension was 
now provincial, national, or even international. 

The large cooperatives also invested in member 
relations in other ways. Special functions and 
outings were held, and specialist magazines and 
journals published. Althol1gh women 111 

management were still conspicl1ol1s by their 
absence, they were involved as producers and 
consume1's. Towards the close of the 1 9405 the 
retail societies established women's committees 
which proved to be l1seful forul11s for presenting 
new products and persuading housewives to buy 
Finnish goods. 

All provincial cooperative enterprises 
disseminated information, something they were 
better equipped to do than Iocal societies as they 
had more money. Their annual reports were 
prefaced by a detailed review of the Finnish 
economy, crop prospects and other issues related 
to agric111ture. 
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fcc The Finnish Cooperative Development Centre 
FCC in the Baltic states, Poland and Russia 

From planned to market economies: 
Cooperatives in transition 

In the 1 990s, the economies of the Baltic states 
and neighbou1'ing count1'ies, such as Poland and 
Russia, have unde1'gone massive changes.With the 
1'apid libe1'alisation of thei1' ma1'kets, these 
count1'ies have been transformed into true market 
economies. However, the process of privatisation 
of state enterprises and agricultural land varies 
considerably from one country to another. At the 
moment, Poland and the Baltic states are showing 
a steady economic growth. 

Many Finnish cooperatives have sales 
operations in the Baltic states, Poland and Russia, 
and some have even set up production facilities in 

the area. One of the objectives of the FCC is to 
operate as a service o1'ganisation fo1' the Finnish 
coope1'atives in promoting thei1' activities in the 
area by offering professional consultancy se1'vices 
in the planning and implementation of develop­
ment projects. FCC expertise lies in the area of 
agriculture, forestry and related processing indus­
tries. It works in partnership with local companies 
in order to utilise their expertise. An essential part 
of initial project planning is to screen the available 
funding sources. In addition to private funding, 
these include the EU instruments such as Phare 
and Tacis and the development programmes of 
the Finnish government under its specialised 
ministries. 

The expanding European Union 

Poland and the Baltic states applied for the 
membership of the European Union in 1995 .The 
European Council confirmed the prospect of 
membership and set the criteria for acceSSlOn, 
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The basic unit in food production is the farm. 

From the farm to the factory. 



which involve major institutional reforms, privati­
sation and the restructuring of state-owned 
enterprises, as well as the modernisation of 
banking and financial systems. After half a deeade, 
mueh work is still required as the ability of the 
applicants to cope with competitive pressures has 
not been fully deveIoped. Agrieulture and forestry 
are important sources of export earnings, but 
considerable deveIopment and modernisation is 
needed to enable these eountries to faee the 
ehallenges of EU markets . 

Training of cooperators 

1n Estonia FCC activities begun in implementing 
a cooperative training programme together 
with the Pellervo Confederation of Finnish 
Cooperatives ,  the Pellervo Institute and the 
Cooperative Union of Estonia .  This pilot 
programme involved intensive training periods 
both in Finland and in Estonia, as weII as study 
visits to eooperative enterprises. The approaeh is 
praetieal and business-oriented, with the main 
emphasis on eooperatives as business organi­
sations, their viability, member benefits and role in 
the market economy. The programme coneerns 
25 participants representing the management and 

eIeeted leadership of Estonian cooperative enter­
prises. The aim of the programme is to deveIap 

The finished product ready tor the market. 

Estonian and Fin nish cooperators participating in an 
intensive training session at the Pellervo Institute. 

the professional skills of the participants so that 
they ean meet the chaIIenges of a rapidly 
changing business environment as weII as to serve 
as a mutuaIly benefieial forum for the exehange of 
ideas and information. The progral11me is partly 
finaneed by the Baltic Countries Fund af the 
Finnish Ministry for Foreign Affairs. 
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A P E O P L E ' S  M O V E M E N T  I N  K U O R T A N E  

THE ERA OF ENTERPRISES 

NOW in the 1. te 1 9l)( ls ,  Fi n n ish COOptT­
<\tives are in thclr fo urth hist ric�J 
period. The r:ldi..:aJ movement {)f the 

earl y  ye:lrs, wbich - I I tred <lrol l l ld the 

freeholder elite, evolved into one systematically 
adapting local conditions to the market economy. 
This was followed by a period in which the 
cooperatives became part of a state-regulated 
economy. Now they are part of a competitive 
European economy. 

Farming is the s till main livelihood in 
Kuortane, and dairy farming the dominant 
branch since the local soil is unsuitable for cereal 
or fodder cultivation. The farmers realise that, in 
order to keep up with developments, they must 
increase the size of their farms, but when the 
future is so uncertain they are hesitant to make 
the necessary investments. 

The present situation is a far cry from when 
MTK managed things. Another obstacle to 
expansion is that hardly any land is up for sale, 
largely due to sentimental attachment. The 
traditionaI ideal of the family farm as a way of life 
rather than a business places strict limits on enlarge­
ment. Even so, farmers still have confidence in the 
future provided the younger generation is prepared 
to carry on their work. The pace of generation 
changeovers, however, has been very slow. Kuor­
tane's farmers are fully aware that the old system of 
taking orders from above has been replaced by pri­
vate enterprise and the laws of competition. In the 
words of one cooperator: "We must find our place 
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in society both as businesses and private house­
holds. Profitability is the only basis for the cooper­
ative. It must serve its members in the best possible 
way, whether they like it or not." 

Despite the fundamental changes of the 1 990s, 
such as the dissolution of the central societies and 
the appearance of new strategies, a large number 
of the people of Kuortane still believe in 
cooperation. It is still a difficult moral decision to 
sell produce elsewhere than to the regional 
cooperative. Members value the reliabili ty, 
familiarity, steady operations and service of the 
cooperatives, or as one farmer put it: "They keep 
their word, and the choice is made." 

Cooperation is based on voluntary membership 
and mutual trust, something which has been 
upheld throughout the century. Nor have the 
cooperatives rejected the principle of member 
democracy or economic participation, even 
though some have grown into international cor­
porations. Although cooperation has sought its 
allies from among the best available, it is still a polit­
ically independent popular movement. Education 
and guidance have always been an important part 
of the work of the cooperatives and in this way 
they have assumed responsibility for their operating 
environment. Throughout its first century, the 
Pellervo Society, the core institution of the Finnish 
cooperative movement, has kept alive the ideal of 
cooperatives working together. This has not always 
been successful at the national level because differ­
ent interests, producer-consumer conflicts and 



regioml consideratiol1s h ave often outweigh ed 

com n ll111ali ty. 

Cooperatioll is an il1tegral feature of Finnish 

history alld it also links �1 significant part of the 

economy to the internatioll al movel1l ent. 13ut it is 

alsa <111 il1Jportant aspect of the everyday life of 

2,5 millioll Finns . Olle farmer from Kuortane 

describes the l1lovement as f()llows: "Cooperation 
is not primarily an ideology, although this was 

ll1uch discussed in the past.  I t  is the way in which 

people, by working together, can il1lprove the 

quality of th eir liws alld the environm ell t ." The 

sZlme idea can be expressed iJl Jll1ll1erous cOl1ll tries 

and ;1 ll1ultitude of lan gl1 agcs. 

During the 1 9 705, the position of women in  the 
farming com m unity was m uch discussed, not least 
by the Pel lervo Economic Research I nstitute PTI 
and the Pellervo Society's Market Research Institute 
PSM (nowadays Food and Farm Facts Ltd). The 
amount of work performed by women on the 
farms had increased and help was no longer avai l ­

able.  The traditionai d ivision of labour between 
the farmers and their wives was changing: women 
were participating in production and men were 
doing some of the housework. More women 
were working outside the farm and the traditio nai  
extended fa mi ly was d isappea ring. During the 
generation changeover, parents often made room 
for the children by retiring to a home 
elsewhere. 
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