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Abstract: Finland has a strong consumer co-operative movement with a
market share of approximately 46 percent of daily goods. The co-operatives’
road to success in Finland has not been a straightforward process. In this arti-
cle we describe the history of the Finnish SOK retail co-operative and pose the
guestion of what we can learn from the retail co-operatives’ experiences.

Historical research strives to demonstrate the way things used to be: What
happened, why it happened, and what the consequences were. It searches
for explanations using cause and effect. The economic research undertaken
by business science aims to find ways for financial organisations and entrepre-
neurs to be successful. This article combines these perspectives. The source of
this article is the research literature.

The early 20t century in many ways proved to be a golden age for Finn-
ish co-operatives. After the Second World War, in the 1950s and particularly in
the 1960s, the general development of Finnish society clearly accelerated, and
the consumer co-operative movement was unable to keep up with the pace of
this development. After a severe crisis, a new rise began.

What can we learn from this? In this article, we highlight several develop-
ment trajectories and finally summarize them into ten main points. The list can
be summarised as follows: internalize and stay true to the co-operative purpose
and aims, manage the model accordingly, find a balance between the business
and member community aspects of the model — the two different but comple-
mentary roles and remain current and future-oriented. Historically, poor success
has been the result of doing the opposite: having too many side interests, for-
getting or ignoring the co-operative identity, and romanticising the past.
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Resumen: Finlandia tiene un fuerte movimiento cooperativo de consumi-
dores con una participacion de mercado de aproximadamente el 46 por ciento
de los productos diarios. El camino hacia el éxito de las cooperativas en Finlan-
dia no ha sido un proceso sencillo. En este articulo describimos la historia de la
cooperativa minorista finlandesa SOK y planteamos la pregunta de qué pode-
mos aprender de las experiencias de las cooperativas minoristas.

La investigacion histérica se esfuerza por demostrar cdmo solian ser las co-
sas: qué pasod, por qué paso y cuales fueron las consecuencias. Busca explica-
ciones utilizando causa y efecto. La investigacion economica realizada por la
ciencia empresarial tiene como objetivo encontrar formas para que las organi-
zaciones financieras y los empresarios tengan éxito. Este articulo combina es-
tas perspectivas. La fuente de este articulo es la literatura de investigacion.

El comienzo del siglo xx resultd ser, en muchos sentidos, una época dorada
para las cooperativas finlandesas. Después de la Segunda Guerra Mundial, en
los afios 1950 y particularmente en los afios 1960, el desarrollo general de la
sociedad finlandesa se acelerd claramente, y el movimiento cooperativo de
consumidores fue incapaz de sequir el ritmo de este desarrollo. Después de
una grave crisis, comenzd un NUeVoO ascenso.

¢Qué podemos aprender de esto? En este articulo, destacamos varias tra-
yectorias de desarrollo y finalmente las resumimos en diez puntos principales.
La lista se puede resumir de la siguiente manera: internalizar y mantenerse fiel
al propdsito y los objetivos de la cooperativa, gestionar el modelo en conse-
cuencia, encontrar un equilibrio entre los aspectos comerciales y de la comu-
nidad miembro del modelo (los dos roles diferentes pero complementarios) y
mantenerse actualizado y orientado al futuro. Histdricamente, el poco éxito ha
sido el resultado de hacer lo contrario: tener demasiados intereses secunda-
rios, olvidar o ignorar la identidad cooperativa y romantizar el pasado.

Palabras clave: cooperativa, cooperativa de consumidores, movimiento
cooperativo, Finlandia.
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1. Introduction

Finland has a strong consumer co-operative movement with a mar-
ket share of approximately 46 percent of daily goods. (Osuustoiminta
OT Vuosikirja, 2022, 32). This is unusual in Europe and even the rest of
the world (World Co-operative monitor, 23). As we discuss in another
article of this publication, the co-operatives’ road to success in Fin-
land has not been a straightforward process. Like co-operative move-
ments around the world, the Finnish co-operative movement has gone
through different phases of activity and even crises. They are worth
learning from. This article will focus on this learning process, taking as
an example the biggest co-operative group in Finland, the S Group.

S Group is a customer-owned Finnish network of co-operatives in
the retail and service sectors, with more than 1,800 outlets in Finland.
S Group consists of 19 independent regional cooperatives and SOK,
which is owned by the regional cooperatives. In addition, S Group in-
cludes six local cooperatives. Their network extends throughout Fin-
land, with a strong regional focus. S Group also offers their members
comprehensive banking services through S-Bank.

SOK serves as the central company for the regional cooperatives
and provides them with procurement, expert and support services. SOK
provides services in the supermarket trade, the department store and
speciality store trade, service station store and fuel sales, the travel and
hospitality business and the hardware trade. In addition, some regional
cooperatives have car dealerships and agricultural outlets in their own
areas. SOK is also responsible for the strategic guidance of S Group
and the development of the various chains. SOK's business operations
supplement S Group's offering in Finland and in some neighbouring
regions.

2. Aim and scope

Historical research strives to demonstrate the way things used to
be: what happened, why it happened, and what the consequences
were. It searches for explanations using cause and effect. It does not
make value judgements — this can be done by the readers if they feel
the need. The economic research undertaken by business science aims
to find ways for financial organisations and entrepreneurs to be suc-
cessful. Both perspectives have their sights on the future, on improving
our ability to face the changing world. This article combines these per-
spectives. We will study the history of the Finnish SOK retail co-opera-
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tive and pose the question of what we can learn from the retail co-op-
erative’s experiences.

This article only discusses the development of the Finnish SOK's co-
operative business model. We will not get into the operations of the
workers consumer cooperative movement, separated from SOK after
1917, which had close ties to the labour movement, though looking
into them could also be a fruitful alternative. In addition, the co-opera-
tive Hankkija, which is now mostly under Danish ownership, has co-op-
eratively sold farming equipment. This is also not included in the scope
of this article. We will simply state in brief that many of the strengths
and development issues SOK'’s co-operative business has run into were
also encountered by OTK and Hankkija — sometimes to an even fur-
ther extent than SOK. Before we get any further, it must be noted that
SOK's co-operative business does not exist in isolation. Instead, it is
part of the larger tale of Finnish co-operatives. The corporate-cultural
factors are largely the same for all co-operatives, because they were all
born of a Finnish mass movement. (Haikid, 1997; Kallenautio, 2009;
Kuisma, Henttinen, Karhu, Pohls, 1999).

We will briefly explain the over 100-year old history of Finnish con-
sumer cooperative movement. Finally, we will present an analysis of
what we can learn from the ideological essence of the movement
based on examining the history of the Finnish co-operative movement
from a particular perspective.

3. The Finnish consumers’ co-operative movement

In the 19th century, Finland was a poor country, where agriculture
was the main means of livelihood. However, many changes were brew-
ing. Between 1809 and 1917, Finland was part of the multi-ethnic Rus-
sian Empire as an autonomous Grand Duchy. The grand duke was the
Russian czar (see in more detail in the other Puusa & Karhu article in
this publication). Finnish merchants traded with both the large con-
suming centre of Saint Petersburg, the Russian capital, as well as the
extensive emerging markets of the West. In the 1860s, the forest in-
dustry started growing, which sped up the development of Finnish in-
dustry. Cities expanded and the working population multiplied. There
was a shift towards a monetary and barter economy. The freedom of
trade was established in 1879, which accelerated the change. Eco-
nomic life became organised.

Consumers worked together to improve trading conditions, an
early example of a Finnish co-operative undertaking. This was before
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the co-operative movement organised at the national level in 1899 and
before the Co-operative Act was decreed in 1901. Before the Co-oper-
ative Act came into force, the earliest co-operative stores operated in
the form of societies and limited companies. The first co-operatives in
Finland were created between 1860 and 1880 by the example of the
United Kingdom, and they were organised by the working population
and officials of the regions with high prevalence of railways and indus-
try. (Puro, 1926, 10-11).

When the co-operative movement became organised and the Co-
operative Act entered into force, co-operative businesses were estab-
lished in both urban and rural areas. The workers’ co-operative shops
located in city areas had the most influence. They played the leading
role in establishing Suomen Osuuskauppojen Keskuskunta (SOK), the
central co-operative society for co-operative retail co-operatives in Fin-
land. This was founded in Tampere, which is a focal location in Finn-
ish industry, the co-operative roots of which lead back to the under-
takings of the active industrialists and industry workers of the 1880s.
The founding co-operatives are known as the twelve apostles. (Perko,
1979, 74-79; Simonen, 1949, 103-113).

There was an increased need for everyday consumer goods, and
co-operatives had been established all around the world. At first, the
most influential organizer, “the father” of Finnish cooperative move-
ment, Dr Hannes Gebhard’s attitude towards consumer co-operatives
was wary: as an agrarian reformist he mainly associated them with
city folk, factory workers and the labour movement, which meant that
their goals were different from those of farmers’ co-operatives, which
were mostly production co-operatives. Furthermore, Gebhard did not
consider consumer co-operatives to be of present interest in Finland,
which was still heavily dominated by agriculture. Gebhard’s favourite
principle was, “We must learn to crawl before we can run,” and he ap-
plied it also to his attitude towards developing the co-operative move-
ment (Alanen, 1964, 280-282).

Heeding Gebhard’s warnings, farmers did not hurry to establish co-
operatives, but tried instead to get along with collective purchasing,
which prepared them for co-operatives. Collective purchasing was just
a short hop from the co-operative concept, and this is the way the de-
velopment was invariably headed.

The first cooperative store that has operated continuously in Fin-
land until these days was founded in Turku in 1901 and especially the
cities of Tampere and Turku became centres of consumer cooperative
activism when an open question about the Co-operatives Act had been
resolved. From this point forward, co-operatives became more com-
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mon relatively quickly (Laakkonen & Laurinkari 1995, 71-73). Bank-
rupt co-operatives fueled Gebhard'’s suspicions, and bankruptcies were
common during the initial period of excitement, because many co-
operatives were established without the necessary prerequisites be-
ing met. There were not enough capable people and not much capi-
tal to be used. Furthermore, many early co-operatives succumbed to
the temptation of allowing customers to buy on credit, because that is
what people were used to doing with private storeowners even though
it was against advised policy and principles. Furthermore, unfit goods
were kept in stocks that rotated very slowly (Alanen 1964, 280-281;
Hyvdrinen 1948). The new national central cooperative organization
led by Hannes Gebhard, the Pellervo Society attempted to aid co-op-
eratives by publishing a co-operative handbook in 1903. Furthermore,
the Pellervo magazine that tried to educate the members, provided in-
formation about co-operatives and reminded people to be cautious
and careful when establishing them (Alanen, 1964, 281).

One of the milestones in the expansion and establishment of co-
operatives in Finland was a spiritual and political revolution in the
country after a general strike in 1905 and a parliamentary reform the
following year. The times were turbulent: Russia was unstable after
having lost the Russo-Japanese War, and it was controlled by an ab-
solutist government that was quickly losing power, which gave a mo-
mentarily break to Finns. Other important issues were the establish-
ment of the central union of Finnish co-operatives, SOK, in 1904, as
well as the guidance and counselling provided by SOK.

The early 20™ century in many ways proved to be a golden age for
co-operatives. At that time, SOK —a force that was owned by the co-
operatives and united them— was one of the key actors leading the
development and the country’s leading wholesale business (Tammi-
tie 2010, 13, 35). Back then co-operatives were a concrete part of the
operations, people actively invested in them, co-operatives created a
strong foundation for customer relations and they speeded up the ex-
pansion of the member base. SOK was also a trailblazer in many other
respects.

The pioneer’s mind was changed by the will of the people and by
1909 Gebhard was a wholehearted supporter of retail co-operatives.
He said that they had their own strengths: a fixed organisational struc-
ture, the benefits offered by SOK and other central organisations, sys-
tematic management of private stores, effective advertising, support of
the general public and special benefits granted by the Government and
municipalities. Clean and properly organised stores, improved customer
service and a larger number of available products were all benefits that
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the competition between co-operatives and private entrepreneurs of-
fered to consumers (Alanen 1964, 287). Suspicions that commerce was
a demanding line of business for co-operatives arose in the chaos fol-
lowing the Second World War, when the pioneers had already left the
field. There is a saying among the members of workers’ co-operative
shops that describes the situation aptly: “Managing director Vaind Tan-
ner built it up and his successors used it up.” Tanner was the most im-
portant leader of the workers’ cooperative movement for decades,
equivalent to Hannes Gebhard. Tanner was also active in the Interna-
tional Cooperative Alliance ICA. He acted as the president of the ICA
in 1927-1945. Tanner was known to be rather business-like for a co-
operative leader3. According to Tammitie (2010), “the original co-op-
erative ideology carried the co-operatives well into the 20t century,
providing a vision that showed the right direction for the first decades
of operation. Co-operatives were meant to support their members’ fi-
nances not only with retail services, but also through diverse instruc-
tional activities. The goal was to improve the quality of the members’
lives and their standard of living (Tammitie 2010, 116-117).

Finnish society-wise it was a turbulent period in, and politics drove
an ugly wedge into the unity of the co-operatives. The people ac-
tive in the co-operatives formed two separate camps, which in itself
goes against one of the key principles of co-operatives: that the move-
ment should be kept separate from political parties. Battles of will re-
garding co-operative movements’ course of direction have been rather
common all over the world. Universal societal pressures have also
been reflected in the co-operatives. Division lines have been caused
by nationalities, religion, occupational divides, disagreements between
consumers and producers, and the differences of opinion between
people from rural and urban areas, among other factors. In Finland,
the biggest factor was whether the movement should be politically
neutral or aligned with the labour movement, as the working class was
becoming increasingly politically aware (Aaltonen 1953, 325-428; Her-
ranen 2004, 23, 82-87). Nevertheless, there was a division into left-
ist working people and capitalist farm owners and city folk. Due to
this duality, a strong new competitor to SOK was established in 1916-

3 Vaino Tanner was one of the most prominent Finnish politicians in the first half of
the 20th century. He was the prime minister of Finland in 1926-1927 and a minister in
several governments after that, including foreign minister during the Winter War. Tan-
ner was also one of the longest serving MPs. He was a presidential candidate in 1925,
1931 and 1937. In addition to his political career, Tanner was the managing director of
Concumer Co-operative Elanto from 1915 to 1946 (Wikipedia 2022).
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1917. It was based on the same principles, but it was targeted mostly
at urban areas: co-operatives committed to the labour movement es-
tablished their own confederation, Confederation of consumer cooper-
atives in1916, and their own central organisation, Osuustukkukauppa
(OTK) in 1917 (Tammitie 2010, 13-14).

Finland became independent on 6 December 1917 in the chaos
created by the First World War and the collapsing Russian Empire.
The country drifted into a bitter civil war at the beginning of the next
year. The war ended with the victory of the non-socialist, conservative
Whites and the German army. The era of Russian rule ended, but the
independence won by the Finns in 1917 did not actually begin in ear-
nest until Germany lost the great war at the end of 1918. Co-opera-
tives were one of the battlefronts during the war. The people in co-
operatives had divided into two camps. The co-operatives that were
members of SOK became known as providers of services for the bour-
geois, and the other camp wanted to bring co-operatives closer to the
vocational and political labour movement. In the civil war, the former
sided with the Whites and the latter with the Reds.

Even though the 1920s and 1930s were a time of bickering and
competition between the two discordant groups, they were other-
wise a fairly good period for co-operatives. Operations were expanded,
more varied services were offered and production facilities were estab-
lished. The number of stores increased together with the number of
members. Many co-operatives showed a surplus (Hyvarinen 1948). The
ideological differences between the co-operative shops and the way
they had to compete for customers also served to spur them on. Both
co-operatives attempted to gain a foothold on the people who were
looking for their place in the society.

But then another war struck and Eastern Finland was shaken when
the people from Karelia had to leave their homes to escape the war.
The Winter War from 30 November 1939 to 13 March 1940 was a
war between Finland and the Soviet Union. The Soviet Union started
the war by attacking without a declaration of war, and the war ended
105 days later —a period of time that is still known in Finland as “the
Glory Days.” The Finnish army of around 340,000 men was faced
with around a million Soviet soldiers. The term “sisu”, meaning inter-
nal strength or fighting spirit, became an inseparable part of the Finn-
ish national identity. The Winter War was followed by the Continua-
tion War (1941-1944). When it ended, Finland was faced with exacting
terms of peace.

The beginning of the Continuation War meant that the people from
the surrendered parts of Karelia could return to their homes. Despite
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the difficulties, the economy started to quickly revive already during
and most of all after the war. Finland is also known as the only coun-
try in the world that paid its war reparations in full. It was a huge effort
for the small and poor nation. On the other hand, it led to the swift rise
of industry and the economy (Laine et al. 2019). To sum up, during the
Second World War, Finland was in war with the Soviet Union twice. The
end result was that the nation’s independence was preserved, but sig-
nificant territorial losses followed. The loss of Karelia in particular was a
big blow from co-operative movement's perspective too, since in that
area it was particularly strong. However, the war was followed by rapid
reconstruction, strong industrialization and urbanization.

The co-operative movement had been part of the efforts to heal
the nation from social division and the horrors of the Finnish Civil War
during the first world war in 1918, and the Second World War from
1939 to 1945 made it clear that the efforts had been successful to the
extent that even the leadership of the Soviet Union was taken by sur-
prise. On the other hand, co-operatives also adapted well to the restric-
tions imposed by the wartime economy. In the decades of peace and
rebuilding that followed, the market economy was prevalent, but trade
and industry were still quite heavily regulated. This did not do any fa-
vours for a dynamic business culture. Rather, it amplified the weak-
nesses of the co-operative business model.

After the wars, Finnish society experienced an exceptionally fast
structural shift: Finland became urbanised, the agricultural community
shrunk in size, the population gained more wealth, mass consumption
became prevalent, much of the population joined the middle-class, and
the class-based way of thinking fell into obscurity. Competing business
models reacted to the changing world faster than co-operatives, and
this cut the ground from under the co-operative movement’s old justi-
fications, and the co-operatives were having difficulty coming up with
new justifications, particularly as the business operations of the co-op-
erative movement were not sufficiently optimised.

Corporative social structures were almost tailor-made to prevent
firm solutions from being made regarding business locations, business
concepts, products ranges and image-building. There was some analy-
sis, but no adequate solutions. The “command” of the co-operatives
had too many political interests and benefits or imagined benefits re-
lated to organisations battling each other for hegemony.

The entire co-operative corporate culture —more than just SOK
and its co-operative system— was in a state where putting off diffi-
cult decisions was commonplace, which only exacerbated the prob-
lems. Was the issue with democracy? Probably that as well. But mainly
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it was an issue concerning the era’s democratic leadership, as democ-
racy requires leadership that is responsible and able to put forces in
motion.

When we consider co-operatives from the perspective of their
dual nature, in other words, understanding that co-operatives are si-
multaneously enterprises and members communities and that they
have both economic and social aims (Draheim 1952; Puusa et al 2013;
Novkovic et al 2022), we can see that the decision-making of the time
focused far too much on the societal perspective, and even in that,
the emphasis was on the past world of organisational power strug-
gles and class-based thinking. What community meant in the modern
world remained a mystery. The co-operatives had forgotten their entre-
preneurial nature to an inexcusable extent. It should be noted that this
also explains the strong counter-reaction suffered by the co-operative
business model in later decades. The profitability of co-operative enter-
prises became a priority. The aspects of communality that were consid-
ered incorrect were purged, and with good reason. The new concept
of communality was built on service promises and concrete member
benefits offered by the co-operatives. The ideas central to this new
communality are regional development, responsibility and sustainabil-
ity. (Perko, 1979; Kuisma, Henttinen, Karhu, Pohls, 1999; Herranen,
2004; Kuisma, Siltala, Komulainen, Keskisarja, 2015; Komulainen,
2021)

After the wars, in the 1950s and particularly in the 1960s, the gen-
eral development of Finnish society clearly speeded up, and co-opera-
tives were unable to keep up with the pace of this development. Even
though agriculture was still an important livelihood, the vitality of small
farms waned. More and more farmers abandoned their fields and
moved to new growth centres to earn a living. Demand for products
in small village stores waned while larger units were needed in towns.
The migration was just the tip of the iceberg. In the words of a contem-
porary: “The five-day working week was adopted, stores were open
longer and more often, the inflation rate was high and the interest rate
was excessively high. The taxation system was not favourable towards
co-operatives: their year-end accounts could not show any surplus. The
effects of the war could still be felt.” (Tammitie 2010, 14-16).

The stores needed to renew themselves, specialise and listen care-
fully to the new, rapidly changing customer needs as the consumption
habits changed (Laine et al. 2019). Co-operatives were not successful
in this task. SOK remained in its traditionally strong area, the country-
side, for much longer than other stores. The group became unprofit-
able in the late 1960s and remained that way all through the 1970s.
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One important reason for this development was that co-operatives
were used to operating barely profitably or even unprofitably. They did
not actually seek any profits —quite the contrary: due to the underly-
ing distorted idea of the co-operative movement, they did not aim for
their business to be profitable and only wanted to provide services for
their members (Herranen 2004, 186-197; Tammitie 2010, 14-32, 70).
Co-operatives in other parts of Europe were faced with a similar crisis
(Herranen 2004, 185-188; Tammitie 2010, 38). We consider this as a
manifestation of the degeneration of the cooperative idea. Why? Be-
cause in the early years cooperatives had to be member oriented, fol-
low market prices and be profitable. That was the seed of development
learned from Rochdale, but now forgotten. In other words, the cooper-
atives overlooked or forgot their own teachings.

In the aftermath of the first wave of urbanization in Finland, the
co-operative governance was also derailed. People who were at the
very core of these events describe the faults of ownership steering. The
most striking of the faults was the politicization and discord between
the different reference groups that had already reared its ugly head in
the past, although that was mainly due to the times. One gets the im-
pression that the decision-making criteria in the management were no
longer in the best interest of the co-operative. Instead, whatever was
in the best interest of each group and gaining more control became
the most important issues of the day. Supervisory duties were also ne-
glected. The best people were not recruited to the management of the
co-operatives or to other important positions. A blind eye was turned
to internal appointments that suggest the existence of an old-boy net-
work and many needed changes in the personnel were left undone.
There was more bureaucracy and overlapping organisational structures,
and the management drifted farther away from the everyday business.
Co-operatives became more leader-centred. “In the 1970s, the central
organisations of Finnish co-operatives were the giants of the economy
and their presidents were their natural rulers...The presidents seemed
more important than they actually were.” Heads of local offices acted
like dukes who jealously guarded their territory and had very much au-
thority. Furthermore, reforms were not demanded even though the
poor state of the economy was recognised and the signs of impending
doom were noticed. The occasional concerned speakers who pointed
out the poor state of the economy were silenced by louder speak-
ers who focused on the ideology (Tammitie 2010, 12-28, 54-55, 122-
123). This was also partly an issue of competence: most of the execu-
tives had a strong degree of ideological fervour —even though their
preferred ideologies varied— but they did not have much management
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expertise. People were often appointed based on their adaptability in-
stead of commercial or management expertise (Herranen 2004, 255;
Tammitie 2010, 37, 122). On the other hand, many people have stated
—particularly in hindsight— that the members and different govern-
ance bodies were knowingly kept in the dark as to the actual financial
status of the co-operatives (Tammitie 2010, 55, 68-69).

Furthermore, membership and its significance had been some-
what forgotten. The benefits from the membership were difficult to
see, which further estranged the members. The co-operatives existed
to benefit themselves instead of their members. The original mission
statement was all but forgotten, and the principles of the co-operatives
were interpreted very loosely. For example, people pleaded the princi-
ples when they wanted to retain store networks in sparsely populated
areas that were experiencing net emigration, even though the profita-
bility had deteriorated and the stores had become indebted (Tammitie
2010, 12-36, 70, 117-118).

The approaching crisis was also exacerbated by arguments be-
tween the former partners, SOK and Hankkija, and competition that
ate away at the resources of both parties. The arguments caused the
members to form camps that tried to trip each other up. All of this
could also be seen from the outside: the reputation of the entire co-
operative movement suffered (Tammitie 2010, 24-25).

The group persevered for two decades, and the discord within the
group increased. This time has been characterised as a period of confused
division and indecision for SOK, during which the financial chasm deep-
ened. Finally, in the 1970s, the group was faced with a severe financial
crisis that affected the entire industry, and that almost bankrupted the
group by the 1980s. Its market share had clearly decreased, its reputa-
tion was poor and the members suffered from a lack of faith. The group
was highly indebted and its solvency was poor. This led to a vicious circle:
the dissatisfaction and poor performance meant that the group could not
make any maintenance or development investments, which caused more
customers to go to the competitors and further deteriorated the already
poor state of competitiveness. The group had been lulled by a false sense
of satisfaction due to its successes in the past decades and had forgot-
ten to react to the changing social structure. People did not want or dare
to give up the old ways of doing things, which is why the group’s new
president stated during the early stages of his presidency in 1983 that the
group would be heading towards a “heroic suicide”, unless it was able to
swiftly alter its course (Tammitie 2010, 6-20, 45).

Exceptionally harsh reorganisation and structural reforms were im-
plemented due to the crisis, such as the closing down of places of busi-
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ness and co-operative mergers. The realisation of these measures was
quite an effort, and the highly complex decision-making system due to
the business form did not help at all (Tammitie 2010, 6, 53, 60, 67).
The turning point was in 1988 when the balances of both the local co-
operatives and the central union rose from the red to the black (Tam-
mitie 2010, 61, 85).

The group survived the crisis —not without bruises, but with much
more wisdom. It became so strong that it would be able to reclaim its
position as a major player in the Finnish economy. Many people played
a key role in this change, such as the group’s strong presidents. The
story of the S Group also proves that a mass movement will not be suc-
cessful without strong individuals who have the necessary skills and the
willingness to lead others in such a way that they will do their best to
ensure survival of the co-operative.

Many of the reforms made during the crisis remain part of the back-
bone of the S Group today. The most important reform was the launch-
ing of the green S Card for the member-owners. The 1990s and the
new millennium have been a period of strong development and growth
as the reforms started to bear fruit and the operations became more
than just a continuous fight to survive. The group’s competitive edge
was restored. The co-operative members —who are now called “cus-
tomer-owners” to emphasise the unique ownership structure of co-
operatives— are yet again at the core of the operations, and the roles
of local co-operatives and the central union have been clarified (Jussila
2007; Puusa et al. 2013). The co-operatives are regional and independ-
ent actors that benefit from the chain that offers efficient procurement
operations, logistics and data systems. One indication of the building of
a culture of co-operation is adding group-level benchmarking as an im-
portant part of the operations (Tammitie 2010, 9, 85-90, 108-160).

During the past two decades years, the perennial debate on the
centralised nature of retail trade and high food prices in Finland has
become more heated and has also led to concrete action. The debate
has been spurred by the arrival of the German retail company Lidl in
Finland. Even though it opened its first shops in this country way back
in 2002, it was at first considered a minor player with little competitive
impact. However, Lidl has systematically increased its market share and
has also won the affection of a growing number of consumers. Large
domestic operators have realised that a retail chain specialising in im-
ported private label products is becoming a serious threat to Finnish
groceries and thus also to food production in Finland.

In response, S Group decided to significantly reduce food prices
in its shops and launched a well-publicised price slashing campaign,
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which has generated at times a bitter debate on the interests of pro-
ducer and consumer co-operatives (Puusa & Saastamoinen 2021). The
debate is not a new one even though it has taken new forms. Already
in 1903, during the first conference of Finnish co-operatives, there
were signs of conflict between producers and consumers, and the disa-
greements mainly concerned the pricing of raw materials and products
(Tammitie 2010, 7). S Group has stated that it is defending the inter-
ests of its members and carrying out the basic task of a consumer co-
operative.

Today the S-Group is the grocery store market leader in Finland
and also an important trailblazer in the industry globally. Furthermore,
it is one of Finland’s most popular employers. The highly functional
customer-owner system and strong finances are considered to be its
key strengths. Its operations are characterised by openness and trans-
parency. Having strayed from the right path for decades, the S-Group
has learned to build upon its strengths, trying to balance co-operative’s
dual role - the business and member community aspects. Financial per-
formance is of utmost importance, but it is only a tool to achieve the
overall goals. In compliance with the rediscovered co-operative operat-
ing principles, profits are used to provide something good for ordinary
people (Osuustoiminta OT, Vuosikirja 2020, 32-37; Osuustoiminta OT,
Vuosikirja 2021, 32-37; Osuustoiminta OT, Vuosikirja 2022, 32-37).

4. Lessons to be learned: Understand the business model,
maintain the competitive edge and operate according to the
cooperative values and principles with the future in mind

History has many tales to tell, and there are many ways these tales
can be put into words. However, the main lines are always the same:
the co-operative movement in general and the Finnish co-operative
movement in particular has had an eventful past with many different
phases. There have been times of success and high hopes for the fu-
ture. There have also been times of lacking analysis and initiative, of
losses and letting go. What can we learn from this? We have made a
list of ten points. The list can be summarised as follows: internalize and
stay true to the co-operative purpose and aims, manage the model ac-
cordingly, find a balance between the business and member community
aspects of the model —the two different but complementary roles and
remain current and future-oriented. Historically, poor success has been
the result of doing the opposite: having too many side interests, forget-
ting or ignoring the co-operative identity, and romanticising the past.
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4.1. Everything is in motion. Build on the strengths of the cooperative
idea, but change according to the members’ needs

Co-operatives should make every effort to preserve their distinc-
tive character and their activities and, consequently, their competitive
advantage should be based on the strengths arising from the unique-
ness of the movement. At the same time, it should also be remem-
bered that the values and principles enshrined in the documents guid-
ing the co-operative movement will remain a dead letter if they are not
understood and if co-operatives are unable or unwilling to apply them
in their day-to-day activities and decision-making.

Examination of the past also shows that the principles of the co-
operative movement should, from time to time, be critically reviewed
and updated. Above all, they should be interpreted and put into prac-
tice in @ manner reflecting the spirit of the times and the prevailing
conditions and not always to the letter or relying on past success. One
example of this is the prolonged and almost fatal love affair of the
Finnish co-operatives with the countryside in a situation where urbani-
sation was a reality. Another example of misguided action (seemingly
in accordance with the principles of the co-operative movement) was
the past practice of not laying off employees even if operations were
unprofitable or the staff members in question were no longer needed.
Unprofessionalism and incompetence were accepted and this had a
negative impact on the movement'’s performance and its ability to
serve the members (Tammitie 2010, 55). The interests of the individu-
als took priority over the interests of the membership as a whole. This
shows how interpreting the principles of the co-operative movement
and ignoring the changes taking place in society at large may lead to
the loss of competitiveness and financial trouble.

Serving the members in the selected sector and providing them with
benefits and services in an attractive and competitive manner has been
and will remain the basic task of the co-operative movement. History has
taught us that the day a co-operative ceases to exist for its members and
becomes an end unto itself, the seeds of destruction have been sown.

4.2. Understanding the dual role as the basis for the unique identity of
the co-operatives

Being both a business and a community of members is character-
istic of co-operatives. This is referred as the duality of co-ops or dual
roles —business and member community roles of a co-operative. (Dra-

Deusto Estudios Cooperativos

ISSN: 2255-3444 e |SSN-e: 2255-3452, Num. 23 (2023), Bilbao, pp. 75-106
90 doi: https://doi.org/10.18543/dec.2886 * https://dec.revistas.deusto.es



The Consumer Co-operative Movement in Finland and Lessons... Anu Puusa, Sami Karhu

heim 1952; Puusa, Monkkdnen & Varis 2013; Puusa, Hokkila & Varis
2016; Puusa & Saastamoinen 2021; Novkovic, Puusa & Miner 2022).
Consumer co-ops can only operate as co-operatives if they remain
competitive. For this reason, the management should emphasize max-
imising the enterprise’s competitiveness. However, the dualism means
that in terms of competiveness management, a co-operative differs
from other business models because in a co-operative, competitiveness
means the ability to maximise the membership benefits. A co-operative
does not have any existential basis if, in the members’ view, there are
options available on the market that can provide them with more ben-
efits. At the same time, it should be remembered that only a profitable
enterprise can bring long-term benefits for its members.

It is already widely recognised in business strategies that success
can be an organisation’s worst enemy (Normann 2002). In the history
of the Finnish co-operative movement, there are also examples of what
happens when an enterprise fails to expand into new areas and relies
on past success without paying attention to the changes taking place
around it. If the years of success have created a buffer, competitiveness
may be quietly eroded and it may come as a surprise when the facade of
prosperity finally collapses. This was the situation in SOK during the years
of rapid urbanisation. Many in the organisation were blinded by the ap-
parent success and nearly two decades later (form 1960s to 1980s) the
group had to pay a heavy price for its complacency. The fact that SOK
went from boom to near bust shows how much went wrong.

The belief that a co-operative should not make a profit is a com-
plete misunderstanding (Levi & Davis 2008; Mazzarol et al. 2011;
Birchall 2013; Puusa & Saastamoinen 2021). In the 1960s and 1970s,
there was a reluctance in many SOK co-operatives to take a closer look
at their figures and to recognise the realities contained in the indica-
tors. Negative figures and indicators may even have been covered up in
some cases. At the same time, emphasising the ideological aspects of
the business created positive feedback. The above examples show how
in the case of the S Group, accepting losses and barely profitable or
loss-making operations drove many co-operatives into insolvency and
the whole group into a difficult and prolonged economic crisis. It also
led to an unhealthy relationship between regional actors and the cen-
tral organisation, which will be discussed in more detail below.

However, it should be emphasised that in co-operatives there is
a difference between making a profit and maximising a profit (Puusa
et al. 2013; Puusa et al. 2016). In the efforts to ensure profitabil-
ity, one area where co-operatives differ from investor-owned compa-
nies is that in a co-operative, the manager and their staff cannot se-
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lect the products and services on offer using maximum profitability
and efficiency as the decision-making criteria as the choices must be
based on the membership’s needs (See Puusa, Hokkila & Varis 2016).
Thus, decision-makers in a co-operative must take a wider view than
their counterparts in entities guided solely by business thinking as the
owners' interests are more complex. We argue that the party grant-
ing the leadership mandate (membership) therefore requires that the
management is able and willing to consider its interests at all times.
One cannot overemphasise that it is important for co-operatives to find
a balance between the two different but complementary roles. One
role should not have priority over the other. Metaphorically speaking,
the matter could be described as follows: It is much more natural and
easier to stand on two feet than on one foot. A person trying to bal-
ance on one foot will ultimately fall whereas a person who has both
feet firmly on the ground has plenty of time to choose the right direc-
tion and start going towards it on both feet. If a co-operative only em-
phasises the well-established principles of a business entity in its oper-
ations, the interests of the membership will became secondary, which
will put the continuation of the operations at risk. On the other hand,
a situation where too much consideration is given to the members’ in-
terests may also jeopardise the business performance of the co-opera-
tive (TED TALK 2021).

In the S Group there is a certain amount of fluctuation in prioritis-
ing the two aspects. At first the operations were almost exclusively car-
ried out on an ideological basis. In the ensuing decades, the urbanised
co-operative movement wanted to shed some of its rural-oriented ide-
ological content. As the financial crisis set in and more emphasis was
needed on proper financial management and performance, the move-
ment went to the other extreme. The ideology was now a thing of
the past and the co-operatives became business operators. There was
no longer any educational work, co-operative thinking was no longer
passed down from generation to generation and co-operative training
was cut to a minimum. The situation was additionally exacerbated by
the overheating of the Finnish economy in the 1980s and the fact that
private ownership and maximisation of profits were becoming increas-
ingly fashionable trends.

Then there is the progress of the co-operative movement itself. As
enterprises, Finnish co-operatives have become downright allergic to
loss-making. History shows us what it can lead to —business paralysis.
Co-operatives have no wealthy investors who could quickly bring in new
capital. Co-operatives typically have small capital contributions. New cap-
ital mainly arises from the surplus of profitable business operations.
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The main challenge now is that business operations are widely as-
sociated with what are called hard values. The capitalist business cul-
ture has become an integral part of our society, while at the same time
there is no longer any public awareness of the principles guiding the
co-operative movement. For this reason, it can be very difficult for peo-
ple today to understand the mission of the co-operative movement,
which sets it apart from other types of businesses: engaging in profita-
ble operations while at the same time meeting people’s needs and en-
suring their well-being. Thus, it is quite understandable to have doubts
about the workability of the dual nature unique to the co-operatives,
especially because co-operatives are supposed to operate as main-
stream businesses (Puusa et al. 2013).

Developments in the S Group show that the potential of the com-
petitive advantage arising from customer ownership and co-operative
principles is again becoming more widely recognised. When other as-
pects of the business are in good shape, “the unifying force based on
the ideology is a great competitive advantage.” (Tammitie 2010, 56).

4.3. Members are at the core of the activities

In a joint-stock company or a listed company, the most important
input of the owner is in the form of making capital available to the en-
terprise, whereas in a co-operative, the members are expected to be
actively engaged in the operations of the organisation in different roles
(see Novkovic et al. 2022). For this reason, one of the most important
tasks of the management of the co-operative is to provide a good basis
for engagement and encourage participation. Membership should cre-
ate a feeling of inclusion and be perceived as meaningful and personal.
This will make it easier for individuals to become committed members
of their co-operatives and identify with the dual role of the co-opera-
tives.

In the co-operative movement, everybody can have a say and con-
tribute to their own well-being and the well-being of their commu-
nity, regardless of their age, social status or wealth. This means that
the co-operative movement also promotes inclusion: On the one hand
it brings people together, providing them with a forum for active en-
gagement, while on the other hand, there is also the principle of self-
help, which means that everybody is responsible for improving their
own living conditions. Nowadays, the undisputed strength of the co-
operative movement is also its weakness. Co-operative enterprises have
managed to break the monopoly of private retailers and create healthy
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competition to the extent that we now take them for granted. As the
situation has improved, it is easy to forget what the co-operatives have
always been about. At the time when the first co-operatives were es-
tablished on these shores, Finland was an agricultural country with lit-
tle capital and a poor and uneducated population. In those days, be-
coming a member of a co-operative was a matter of survival for many
people. Furthermore, co-operative activities were an integral part of
daily life in rural villages. We are now living in an era of well-being and
prosperity and co-operatives have to reassess the needs that they are
expected to meet. Does membership generate any benefits that the
many competitors cannot offer?

The challenge today is how co-operatives can remain close to their
members in a situation where operations and the organisation are con-
tinuously expanding. For example, the S Group has almost 2.5 mil-
lion members in Finland (S Group 2022). As the competition is getting
tougher, co-operatives have realised that in addition to providing mem-
bership benefits they must also offer other attractions ensuring the
commitment of their members. What is needed is an emotional bond
between the co-operative and its members.

It goes without saying that a co-operatives should not be afraid of
having a diverse group of members with a multifaceted world view.
For the members to participate and use their democratic rights as own-
ers, they must be informed well, communicated with and otherwise ac-
tively sought out. Even today, there are instances in which members
are not in any clear manner informed about co-operative or general
meetings. It is not enough to post a notice regarding the meeting on
the head office’s noticeboard or the depths of the co-operative’s web-
site. These actions eat at the co-operative business model’s credibility,
which cannot be compensated by advertising.

Finally, we wish to emphasize that individual members of the co-
operatives are not without responsibilities. For example, members
should use all available opportunities to influence matters, irrespective
of the size of the co-operative. An active and participatory approach is
central to the ideology of the co-operative movement (Novkovic et al.
2022).

4.4. Managerial tasks in a co-operative are service jobs

The German economist Reinhold Henzler once wrote that co-op-
eratives need managers because individual members may not have the
business expertise needed to successfully steer the enterprise in rapidly
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changing markets. In his view the role of the manager should be that
of a servant, which is not necessarily how we understand the concept.
Over the past decades, the idea has experienced a renaissance, which
has also manifested itself in the development of a variety of manage-
ment theories. Concepts such as servant leadership, authentic leader-
ship and spiritual leadership appear in many of the new management
genre theories.

Hannes Gebhard, the founder of the Finnish co-operative move-
ment, who was by no means unselfish, learned the skill of serving oth-
ers when working at Raiffeisen. In fact, the bulletin number 4 of the
Pellervo Society, which Gebhard himself wrote, was titled “Being a
member of the co-operative movement means providing mutual ser-
vice.” (Alanen 1964, 352).

This poses a challenge to the governance bodies in co-operatives:
How to find managers that are genuinely committed to serving others
and accept the dualism inherent in the co-operative idea and business
model and the values and principles arising from this? Managers of co-
operatives should also be able to apply these unique features in practi-
cal management work.

We also wish to stress that given the principles of the movement,
concentration of power is not typical of co-operatives. Even though we
need strong personalities who are committed to their cause and are
also able to make other people equally enthusiastic, a personality cult
or excessive focus on leadership will weaken the equality principle and
especially the democratic principles of the co-operative movement. At
the same time, however, the role of the individual should not be un-
derestimated; for example, many of the innovations of the S Group
"have been created by bold individual thinkers” (Tammitie 2010, 156).
Hannes Gebhard himself as a “father of the Finnish cooperative move-
ment”, is also an unparalleled example of a strong and determined
personality who believed in his cause and who, through his achieve-
ments, was able to steer the destinies of his close associates and the
people of Finland. Him alongside with his wife Hedvig, are remem-
bered for their relentless work in the Finnish co-operative movement
(Alanen 1964, 274; Makinen, Sysiharju 2006, 73-109). The co-opera-
tive movement has always been a mass movement, attracting people
who have meager resources, but are strong in numbers. Mass move-
ments, however, consist of individuals, and history has shown that co-
operatives can only be successful if they can rely on competent men
and women who are committed to their cause, ready to take charge,
prepared to shoulder responsibility and understand that co-operatives
have a service task to carry out. Lauri Relander, who was President of
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Finland between 1925 and 1931, summed this up in a fitting manner
when bestowing Finland’s highest decoration on Hannes Gebhard and
when thanking him for his unique contribution to his country. In the
President’s words, “Men with vision and determination who are able
to steer the destinies of the nation in accordance with its real needs are
the product of difficult times and important missions.” (Alanen 1964,
470, 480).

4.5. In a model based on democracy and joint ownership, co-operative
governance plays a central role

Persons elected to the governance bodies of co-operatives should
have both business expertise and a good understanding of the dis-
tinctive features of a co-operative (Davis 2001; 2014, Birchall 2014,
Basterretxea et al. 2020; Puusa & Saastamoinen 2021; Puusa & Saas-
tamoinen 2023). Members serving in governance bodies in different
roles should support the management in decision-making and be fully
aware of their role as supervisors. Deficiencies should be boldly tackled
and criticism voiced. Decision-making should also be supported by ex-
tensive background information, and if such information is not made
available, administrative officials should request it and search for it.
Above all, the representatives should remember that by being a part of
a co-operative governance system they represent the entire member-
ship and need to supervise its interests. This means that in the opera-
tions and decision-making, the focus should be on the interests of the
co-operative as a whole and not on the interests of individual members
or specific interest groups.

The problem in large co-operatives like S Groups is that as they
grow, the decision-making chain becomes longer and more distant
from individual consumers, which means that ultimately most of the
decisions concerning the members are made by a small group of per-
sons. This poses a major challenge for the co-operative governance
(Puusa & Saastamoinen 2023).

4.6. There is no room for politics in the Finnish co-operative movement

From the outset, Hannes Gebhard emphasised the non-political na-
ture of the co-operative movement. The division of the Finnish co-op-
erative movement in the early part of the 20th century is a concrete
example of how party politics should have no place in co-operatives.
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Combining the two means that the mission of the movement is for-
gotten, there is less equality and there is no longer room for coopera-
tion arising from the principles of the movement. Both minor and ma-
jor events in history have shown how activities and decision-making
guided by party politics also fan internal conflicts and rivalry in an un-
healthy manner.

Nothing good can result from getting co-operatives involved in
general political disputes. However, the administrations of co-opera-
tives can and should have some number of members who are political
decision-makers outside the co-operative. A society can never be too
full of people who understand how the society works. Often, creat-
ing a connection between a company and society requires a multitude
of societal skills in addition to business competence. In many cases, it
can be vital to get this type of people involved. But it should be kept in
mind that the co-operative’s decisions are always made while wearing
the co-operative hat, so to speak. Roles should never be mixed. Outsid-
ers should not be given any reason for doubt.

4.7. Strong local and secondary co-operatives

There are many examples in history of the benefits of having a
well-organised movement. Even though the co-operative movement
was preceded by many forms of pre-cooperative activities (Laurinkari
2004, 13-20), the movement only started to spread and gain influence
after it had become organised. The start of the co-operative movement
is generally associated with the Rochdale Pioneers, while the founding
of the Pellervo Society marked the beginning of this type of activity in
Finland.

Growth and expansion of co-operatives and co-operative group-
ings has typically been accompanied by the establishment of secondary
co-operatives, in other words strong central organisations. There are
examples of this in nearly every sector, especially in the field of co-op-
erative retailers and banking.

The strengths that the S Group has achieved through its coopera-
tion between the central organisation and local actors include chain
operations as well as cost-effective purchasing and logistics, which
bring direct benefits to members in the form of better quality, delivery
reliability and lower prices. On the other hand, history has also shown
that there are many dangers and problems arising from an unhealthy
relationship between regional co-operatives and the central organisa-
tion and from an unclear division of labour between the two. In the
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worst case, the central organisation and regional organisations may
start competing with each other or may even act against each other’s
interests. Sometimes the central organisation may become inward-
looking, its activities may become an end unto themselves, and it may
forget its role as a service provider. This raises the question whether it
is the dog that wags the tail or the tail that wags the dog.

This short historic review shows how a smoothly working central
organisation with a strong steering role can, in addition to generating
benefits, also prove dangerous. The presentation contains examples of
how this leads to more passive operations at “grass-roots level” (such
as regional actors) and the disappearance of self-help, a central co-
operative resource. In the S Group this meant that even though there
were SOK management members who openly admitted that the oper-
ating practices needed be overhauled already in the early 1960s, prac-
tical action had to wait for another twenty years. This was partly be-
cause local level actors expected the central organisation to provide
clear and unified instructions for further action, which were not issued
until 1983.

Another indication of the unhealthy interdependence between SOK
and the co-operatives was that in the post-war decades, the co-opera-
tives did very little to ensure their own profitability and good financial
standing. There was an understanding that SOK, which was considered
to have plentiful assets, would not allow any local co-operatives to go
under and would cover their deficits. In fact, SOK helped to keep many
co-operatives alive by “providing them with different types of financial
support year after year.” (Tammitie 2010, 23, 33, 55).

4.8. Cooperation vs competition

Diversity and healthy competition are essential to successful eco-
nomic activities. A situation where there are enterprises on the market
with different revenue and operational models also boosts the overall
performance of the economy. Co-operatives are one such model.

In the course of history, co-operatives have managed to provide
a credible alternative to other types of business and to create healthy
competition, and in this manner offer consumers more alternatives,
benefits and services. However, it should be remembered that competi-
tion is not the only way to ensure efficient and profitable business op-
erations. According to neoclassical theories, the maximisation of profits
is the main aim of an enterprise, and this aim can be achieved through
competition (Mooney & Grey 2002). Competition, in all its forms, is
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perceived as the source of success or failure. When the assumption
is that all relationships are based on competition, there are few refer-
ences to cooperation when speaking of the foundations of success and
competitive advantage.

However, phenomena such as the readiness to cooperate, joint ac-
tion, trust and solidarity are a natural part of all co-operative activities.
They all embody the idea that unity is strength and that you achieve
more by working together. Cooperation is a great opportunity for co-
operatives and the idea of being stronger together is part of the fun-
damental ideology of the co-operative movement. In fact, in the in-
ternational principles of the co-operative movement, co-operatives
are encouraged to engage in cooperation with each other. It is stated
in the principles that co-operatives serve their members most effec-
tively and strengthen the co-operative movement by working together
through local, national, regional and international structures (www.ica.
coop).

The history of Finland’s co-operative movement shows that there is
still plenty of unused potential on this theme. For example, even though
the membership of co-operatives has for a long time been divided into
producers living in rural areas, and working-class consumers living in
towns and cities, the interests of the actors operating in the Finnish pro-
ducer-to-consumer value chain are mostly identical. Actors operating in
Finland, a country with a small population and long distances, should re-
mind themselves of the benefits of cooperation and remember that they
have no real adversaries in the domestic value chain. Instead, we should
be much more worried about foreign investor-owned companies and
the fact that many of them have successfully established themselves in
Finland as producers and suppliers of foodstuffs.

Why? The threat is that foreign ownership will lead to more prod-
ucts of foreign origin entering the Finnish food chain, which weakens
Finnish agriculture and the food industry. There is also a threat that a
significant part of the value of the food supply chain will be transferred
abroad away from Finnish operators. In the long term, foreign owner-
ship may also have an impact on the willingness to invest in Finland.
This will not only threaten the livelihood of Finnish producers, but it
also endangers the self-sufficiency in these areas, threatens the secu-
rity of supply during crises and would lead to an overall dependency on
foreign actors in a long run.

Therefore, cooperation between Finnish actors and especially be-
tween Finnish co-operatives in this field would be desirable and it
would also be justified not only from national, but from the economic
and human perspectives too.
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4.9. The provision of education is enshrined in the principles of the
co-operative movement

Spreading the co-operative ideology in Finland required a strong
personality championing the cause. What was needed was an individ-
ual who believed in his cause, had accumulated extensive knowledge
on the matter and was able to convince the public by presenting the
information in a persuasive and easy-to-understand manner. History
has shown that in addition to strong personalities, there is also a need
for systematic education, integration of co-operative activities into
teaching, as well as literature and research on the subject.

The fact that in the decades gone by there was a strong commit-
ment to educating the public can also serve as a model for our time.
It should be remembered, however, that even though the educational
task means disseminating information about the ideology and princi-
ples of the co-operative movement, nowadays it also means that the
management and elected representatives are constantly updated on
the business operations.

Information is also needed because, in a world dominated by capi-
talist values, the dual role “seems too good to be true”. It is difficult to
understand, both conceptually and on a practical level, even though
it provides a practical basis for co-operative operations. For this rea-
son, co-operatives must make greater efforts to provide their internal
and external stakeholders with information about the uniqueness of
the movement. There have already been good and important inroads
in this area and the work should continue. This is because understand-
ing the unique identity of the co-operative movement is crucial to en-
suring the commitment of the members and for strengthening the in-
ternal entrepreneurship of the employees working in the co-operative
enterprises.

Digitalisation also opens up many new opportunities for co-opera-
tives. It can be used more extensively in the efforts to improve the effi-
ciency and functioning of business operations and to make communi-
cations and education more effective. Rapid advances in digitalisation
also provide fresh opportunities for re-establishing the membership di-
alogue, which is no longer as extensive as it was in the past. In paral-
lel to having a representative democracy, it is also possible to establish
channels enabling direct democracy. Especially for large co-operatives,
this provides an opportunity to return to the roots of the movement.
One illustrative example is a Raati (~Panel) -application operated by
Pohjois-Karjalan Osuuskauppa, one of the regional consumer co-op-
eratives of the S Group operating in North Karelia. The application al-
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lows members to contact the cooperative’s management directly and
give virtual real-time feedback. It allows not only direct communica-
tion between the co-op and its member-owners, but it is also an ex-
cellent tool to carry out direct democracy and strengthen member in-
clusion.

Hannes Gebhard, the founder of the Finnish co-operative move-
ment, told that even though he had already read articles about the co-
operative ideology, he became convinced of the cause when meeting
a persuasive and strongly committed speaker: “It was only when lis-
tening to Professor Sering that | understood the importance of co-op-
erative activities. His strong conviction prompted me to examine the
co-operative movement more closely so that | could offer it to Finn-
ish farmers as a useful instrument enabling them to improve their eco-
nomic situation.” Gebhard also describes how the lack of information
on the subject hampered his efforts to promote the cause: “However,
many years passed before | could start fulfilling this intention. | grad-
ually collected information from different countries but noticed that
there was not much literature available on the subject at the time.”
Later Gebhard received feedback on the effects of the educational ef-
forts: “There are many country dwellers who later told me that these
lectures served as an awakening and impetus for action that had a last-
ing impact.” (Alanen 1964, 209-210).

4.10. Values and objectives of the co-operative movement are still relevant

The fact that the co-operative movement has a long history shows
that it is strong, is founded on sustainable values and principles, and can
provide individuals, groups and nations with material and immaterial
wealth by combining both aspects of its dual nature in co-operatives’ op-
erations.

The value base and objectives of the co-operative movement are
particularly relevant today as we are facing global challenges that may
threaten the very existence of humankind, should the worst-case en-
vironmental scenarios come true. The many social problems facing
Finland are also waiting to be solved in an ethically, ecologically and
socially sustainable manner. Our era is characterised by growing envi-
ronmental problems, increasing inequality and (especially in the West-
ern World), a shift towards values emphasizing consumerism, indi-
vidualism and greed. The co-operative movement can and must find
solutions to these problems through compassionate economic means,
cooperation and broad-based inclusion.
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As before, there appear to be challenges ahead. Co-operatives
should be highly conscious of their business form in order to play to
their strengths and identify the weaknesses they can affect. The sur-
rounding reality does not support the development of a co-operative
model when the reigning ideology being taught and talked about in
media emphasises investor-ownership. The administrations of co-oper-
atives should have people with high levels of financial know-how who
want to advance the basic function of the co-operative movement. In
Finland, university professors are quite often involved in co-operative
administrations because of their extensive education.

In the wider sense, co-operative culture should generally be con-
sidered dynamically prudent. Instead of remaining a prisoner of the
past, the values and principles of the co-operative business model
should be appropriately adjusted to the present. People are often
involved with multiple co-operatives. This way, the practices of one
co-operative become reflected in the other. Often, it is not enough
that one co-operative or group of co-operatives takes the current
times into account in their operation. All co-operatives must do so to
keep the co-operative movement active and alert and to make sure
that all co-operatives complete their basic function in a way suitable
to the present. If the general state of co-operative culture has stag-
nated, the situation can be difficult for a single company or group
of companies to resolve. Therefore, the situation concerns the dy-
namism of the entire mass movement. The co-operative movement
should also ensure that new co-operatives continue being estab-
lished. If the business model is not dynamic, it will be ignored by
stakeholders.

Finns are open to the idea of participating in a co-operative busi-
ness. They aren’t enthusiastic about it, but the undertone is exceed-
ingly positive. A recent attitude study found that the co-operation is
the most popular economic ideology in Finland, even in comparison to
the market economy. (EVA Analysis no. 79. 9/3/2020)

Co-operative members patiently use co-operative services even
when the co-operative is going through difficult times. When a person
is already accustomed to using the services of their own co-operative,
the threshold to use a competitor’s services is high. However, the use
of services has decreased little by little and co-operatives have become
more prone to crisis.

In the light of history, the leadership of co-operatives should be re-
quired to internalise the concept of the co-operative business to a sig-
nificant extent and to have the ability to apply the concept in a way ap-
propriate to the times. The leaders should also be capable, have good
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judgement, high ethical standards, the ability to reject side interests
and have distinctive courage. Under competitive economy, these are
the bare minimum. Leaders should always understand their own busi-
ness model. There is no need to know everything beforehand, but
there must be a willingness to improve.

5. Conclusions

In the end, what can we learn from all this? The consumers’ co-op-
erative model is a mass movement meant to function generation after
generation. The Finnish co-operative movement is now being used and
guided by its fifth generation. The leading star of co-operative business
should be the future and the upcoming generation. How can we oper-
ate in a manner that allows us to keep co-operative services first-rate
and the first choice of the current youths, young adults and all those
who use the services? By focusing on future needs. They may not be
completely separate from the current needs, but there are differences.
Needs and ways of life change no matter what, and if this change is
not sufficiently responded to, the co-operative movement will fade
away. The change requires a profound understanding of the basic mis-
sion of co-operatives. This undoubtedly involves understanding the val-
ues, business model and story of the co-operative movement, as well
as its view of human beings.

One of the risks of a co-operative business is that each generation
may view the company’s operating environment through the lens of
their own life experience and only pay attention to the world view and
reality they learned when growing up. As one wise person has said: at
one point or another, those in power at the co-operative mass move-
ment fall too deeply in love with the mental landscape of their youth.
In comparison, the new reality may seem a strange place with unneces-
sary and dangerous elements. In the historical worst-case scenario, this
has also been accompanied by battles for hegemony with co-opera-
tives as battlegrounds. The combined weight of these paralysing forces
proved too much.

A former CEO of SOK once asked why the co-operative movement
refuses to change until it has its back against the wall. This is the fun-
damental question. Co-operatives have failed to interpret their operat-
ing environment and to draw conclusions from it in time. When a mass
movement leads, who leads the mass movement? The people selected
as leaders need to act in a manner that can convince the member-
owners and company to change for the sake of the future.
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Therefore, success is a question of the cultural elements being built
into the co-operative movement, the reigning ways of thinking. The
mass movement should put its function first and be in the front lines
of change instead of reluctantly accepting change after its competitors
have already sped past. Those elements of the past that can endure the
future should be taken along, while the elements that were bound to
that specific time should be left behind. If you do the opposite, you're
in for a difficult journey. Recognising what to take and what to leave
requires strong societal, social and economic understanding and co-op-
erative action led by an active desire for reform.
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