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Foreword

[ am very pleased to be writing a foreword for what is, I hope, an important contribution
to the revival of the co-operative movement in Australia.

Although we are in the middle of preparing accurare statistics of the world co-operative
movement, we are undoubtedly much bigger than we ourselves or outsiders think. With
over 800 individual members and providing over 100 million jobs worldwide, co-operative
enterprise is a big player on the global economic stage. Many cooperatives today compete
very successfully with some of the largest multinational conglomerates.

Any examination of the movement shows however the predominance of agriculture.
Whether it gives itself more naturally to co-operation or not is an interesting question — and
one tackled in this book. Farmers are paradoxically both individualistic and collective;
conservative and radical — so no answers there! But the sharing of equipment and marketing
strategies seemed to lend themselves very readily to co-operation.

1 am not sure I understand why the Australian movement seems to have been overcome
by the empty promises of demutualisation which offer nothing except bigger salaries for the
CEO’s. Australia , like many co-operative movements’ countries, has a fine progressive and
socially democratic tradition, not unlike your near neighbour in New Zealand which has
one of the most vibrant co-operative economies in the world.

1 rather agree with the author’s emphasis on the democracy principle. Of all the values,
that surely is the one that differentiates us from traditional capitalistic-based enterprise. Of
course it can be interpreted differently, but essentially it means that no matter what is your
personal stake, it gives you no extra influence in the organisation. 1 fail to see therefore why
that means, to some, a weakening of business acumen or a deterrent to commercial success.

Cooperatives are often confused for ‘not-for-profit’ enterprises. This is wrong. We
are for profit, bur profir which is used on an unexploitative and socially just basis. We
have plenty of examples worldwide of co-operative organisations that are very successful
commercial businesses. Capital acquisition is not a problem for them but they don’t acquire
it at the expense of their co-operative ideals.

This book, I hope, will help to encourage Australia back towards its natural home — an
ethically sound and commercially successful co-operative economy.

Iain Macdonald

Direcror General

International Co-operative Alliance
Geneva, September 2006
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Mr S.W. Sargent and Mr & Mrs George Braid at the Sargent
dairy near Corndale (just outside Lismore) c1910.
Photo courtesy of Norco Co-operative Limited.
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Preface

THE DEMOCRACY PRINCIPLE

‘Democracy principle’, as used here, refers to an idea held by Australian farmers that it is possible
in a capitalist society to democratically own and control a business on a one-member-one-vote
basis made all the more remarkable by the fact that for over a century, many have done so through
thousands of co-operatives. In its purest expression the democracy principle is about participation
and means, literally, the active involvement of members in key business and policy decisions. The
book has been written in the belief that a capitalist democracy is incomplete and immature in the
absence of a robust ‘third sector’ comprising democratic associations and businesses such as co-
operatives, mutual societies and community organisations.

In co-operatives, the owners and users are identical (the mutuality principle). Traditionally,
primary co-operatives have been structured on the basis of one-member-one-vote (regardless of
how much a member has invested in the share capital), limited return on share capital and a share
of surpluses proportionate with a member’s contribution to business (the patronage principle). No
matter how young or old a co-operative, how large or small, in what industry, state or nation, how
variegated, how selective in applying co-operative principles, whatever the method of capital-raising,
or purpose, it shares at least one quality in common with all others — the democracy principle.
A co-operative may have other reasons for existence, including providing services for members,
employment and creating wealth, but none more intrinsic than the one-person-one-vote principle
and, apart from this, has no real claim to a distinctive identity. The democracy principle is truly
the co-operative ‘difference’. In this book we are concerned with the principle in so far as it relates
to primary (individual) co-operatives, rather than secondary (associated) or tertiary (federated) co-
operatives, which may employ other democratic voting methods.

There are almost as many definitions of co-operation and co-operatives as there are
commentators. H H Bakken, for instance, speaks of co-operation as:

. a resultant system of economics. It is a synthesis combining the desirable qualities of the
laissez-faire economy and planned economy. In so far as it is possible, the undesirable features
inherent in the two older systems are not transmitted to the new system of co-operation. Its
natural range of application or latitude extends from a position in which private initiative and
[freedom of action are preserved in a large measure to one in which the member sacrifices some
individualistic functions in co-ordinating his efforts with others ro attain certain ends.

Studying co-operation in animals, the evolutionary biologist Lee Alan Dugatkin describes
co-operation as a ‘self-interested refusal to be spiteful ...quasi-altruistic selfishness’ and concludes
that this can be either an achievement in itself; something a group does; or a behaviour designed to
achieve co-operation:

Co-operation is an outcome that, despite potential relative costs to the individual is ‘good’ in
some appropriate way for the members of a group and whose achievement requires collective
action.

The International Co-operative Alliance (ICA) defines a co-operative as:
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...an autonomous association of persons united voluntarily to meet their common economic,
social, and cultural needs and aspirations through a jointly-owned and democratically-
controlled enterprise.

Co-operatives are based on the values of self-help, self-responsibiliry, democracy, equality,
equity and solidarity. In the tradition of their founders, co-operative members believe in the
ethical values of honesty, openness, social responsibility and caring for others.

ICA Co-operative Principles (1995) contemplate:

Voluntary and Open Membership
Co-operatives are voluntary organisations, open to all persons able to use their services and willing
to accept the responsibilities of membership, without gender, social, racial, political or religious

discrimination.

Democratic Member Control

Co-operatives are democratic organisations controlled by their members, who actively participate in
setting their policies and making decisions. Men and women serving as elected representatives are
accountable to the membership. In primary co-operatives members have equal voting rights (one

member, one vote) and co-operatives at other levels are also organised in a democratic manner.

Member Economic Participation

Members contribute equitably to, and democratically control, the capital of their co-operative. At
least part of that capital is usually the common property of the co-operative. Members usually receive
limited compensation, if any, on capital subscribed as a condition of membership. Members allocate
surpluses for any or all of the following purposes: developing their co-operative, possibly by setting
up reserves, part of which at least would be indivisible; benefiting members in proportion to their

transactions with the co-operative; and supporting other activities approved by the membership.

Autonomy and Independence

Co-operatives are autonomous, self-help organisations controlled by their members. If they enter
into agreements with other organisations, including governments, or raise capital from external
sources, they do so on terms that ensure democratic control by their members and maintain their

co—operative autonomy.

Education, Training and Information

Co-operatives provide education and training for their members, elected representatives, managers,
and employees so they can contribute effectively to the development of their co-operatives. They
inform the general public — particularly young people and opinion leaders — about the nature and

benefits of co-operation.

Co-operation among Co-operatives
Co-operatives serve their members most effectively and strengthen the co-operative movement by

working together through local, national, regional and international structures.

Concern for Community

Co-operatives work for the sustainable development of their communities through policies approved

by their members.
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The origins of the Australian farmer co-operative movement can be traced back to the Rochdale
Equitable Pioneers of Lancashire, England, who, in 1844 opened a shop in Toad Lane, Rochdale,
applying principles which became the basis of a great international co-operative movement. (A
history of the Rochdale consumer movement in the antipodes is found in the present author’s 4
Middle Way: Rochdale Co-operatives in New South Wales, 1859-1986.) Rochdale idealists sought to
create a ‘Co-operative Commonwealth’, a democratic, social-economy rising from a decentralised
network of consumer co-operatives (shops) linked to primary producer co-operatives through a giant
co-operative wholesale trading entity creating capital to fund other co-operative enterprises in the
services, manufacturing and tertiary sectors, coordinated and governed by a Co-operative Union,
a grand ‘parliament’ of democratic organisations. An elegant theory, Rochdale consumerism came
unstuck at key points, for example: the inability of co-operative consumers and producers to co-
operate; the trouncing of idealism by pragmatists; the failure to educate; and a propensity to fritter
dividends rather than invest surpluses in co-operative development. By the 1970s, the Rochdale
consumer movement was largely a spent force in Australia, but elements of its theory, which
originally inspired farmers to co-operate, survived in the agricultural co-operative movement.

The Australian farmer co-operative movement began in the late nineteenth century, almost
certainly in dairying on the south coast of New South Wales. Borrowing from Rochdale ideas,
farmers constructed co-operatives for the handling and processing of commodities as the basis of
their movement, not shops. Periodically farmer leaders argued for co-operation as a way of life; a
distinctive, transformative philosophy suited to rural life and superior to aggressive, competitive
capitalism. Some even argued for a ‘Co-operative Commonwealth’ and were seriously listened
to around the turn of the twentieth century. Their voice was lost, however, in the approach to
Federation in 1901 and in disagreements with consumers which saw unruly markets develop before
World War I, requiring governments to enter the field of industry organisation. Nineteenth century
co-operative idealism seldom resurfaced in the farmer co-operative movement thereafter, but, even
as statutory regulation seized agriculture in the interwar period, some leaders continued to argue for
the co-operative organisation of industry, describing co-operation as a higher calling, superior to
capitalism or socialism — a ‘middle way’. Traces of idealism were still evident in the movement until
quite late in the century. For instance, Producers’ Distributive Society (PDS) Co-operative General
Manager G A ] Beytagh told the 1974 Co-operative Federation of Australia (CFA) convention:

People will stay with something they call a movement so long as it serves a deep social and
psychological hunger as well as a physical need... Be successful, but be different! [The co-
operative mission is]...contributing to social reform, human betterment, the quality of life and
a just, compassionate Australian society’.

While co-operatives were businesses, traditionalists like Beytagh insisted they were not solely
about making money but also about ‘self-help’, service, economic democracy, autonomy and
independence. Such views waned somewhat after the 1980s when a new brand of co-operative
leaders emerged to focus farmer co-operatives on individual wealth accumulation and market
competitiveness arguing that co-operative philosophy was purely a commercial philosophy with no
higher meaning. No matter how defined, co-operatives represent farmers’ determination to achieve
just reward for their labour and other investments and were created to drive out ‘middle men’ and
to supply farmers with goods and services of the required quality at competitive prices. They have
enabled aggregated farmer-members to pool resources, minimise input costs, maximise the value
of products and share profits from value-added processing, distribution and consumer sales. The
purposes and structure of Australian farmer co-operatives and co-operative companies have varied
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over time and across jurisdictions but essentially they serve to receive and dispose of members’
produce, process or market rural produce and provide other services to farmers including, herd
or crop improvement, the purchase of farm requisites such as seed, fertilisers and chemicals and
services like transport, grading, packing, storage, promotion, wholesaling and exporting. Australian
farmer co-operation has normally extended to post farm-gate activities and little evidence of on-
farm co-operation has been found.

While co-operatives like any business must be economically viable, theoretically the goal of a co-
operative is not simply profitability but the long-term benefit of members and the community. Key
phrases in understanding traditional co-operative philosophy are ‘self-help through interdependence’
and ‘collective stability is more important than individual gain’. In co-operatives it is generally
agreed that member interests always come before institutional efficiency. Throughout Australian
co-operatives’ history, co-operators have frequently subordinated pure business considerations to
co-operative principles, producing policies often more about farmer ‘intuition’ or ‘heritage’ than
economic rationality. This has been a function of the democracy principle.

As organisations set up to prove a common benefit to members, co-operatives often refund
surpluses to members and provide services at cost but are normally not required to service
sharcholder value. Co-operatives are similar in some ways to corporations, however, in that they
have limited liability and objects and powers embodied in the structure but are unique in that
the business is democratically owned and controlled. Some argue that apart from this, there is
no compelling economic reason for co-operatives to exist. In addition, co-operatives have been
impelled by uniform taxation and business compliance laws to apply a corporate structure with
prescribed rules and regulations, including the ‘mutuality principle’ for taxation purposes (at least
90 per cent of business done with members). Co-operators normally elect a board of directors
and may provide share capital, some of which may be retained for business development and for
ensuring continued control of the co-operative by its owners. Ideally, farmers support the co-
operative with their business, invest in it, nourish a bond of association and uphold equitable,
democratic principles, which emphasise the importance of the individual in unity with others and
not his or her capital power.

Co-operating farmers hold that ownership and control of the inputs, supply, processing and
marketing of farm products is the only dependable way of underpinning the value of their basic
business (the family farm), maintain farm profitability, adjust production to demand, provide
healthy competition for private-profit merchants and processors and ride out adverse trading
conditions (particularly in international markets). Historically, this has been important for
marketing co-operatives, particularly wholesale traders in perishable commodities such as fruit, fish
and fresh milk, or where prices are volatile. By eliminating ‘middle men’” from the economic cycle
and providing a dependable vehicle for distribution of commodities to markets, co-operatives have
given farmers a greater sense of security and confidence, especially in periods of gluts, economic
downturn or drought and flood, to which much of Australia is prone. They have also helped farmers
exercise quality control and to achieve crop variety and herd improvements, enhancing productivity.
Processing and manufacturing co-operatives have enabled farmers to add value to commodities
through the supply chain, thereby exerting market force, operating in their interests. Supply co-
operatives have helped protect individual farmers against market forces which would impose upon
them a price-taker role, positively influencing post farm-gate price leadership by encouraging open
markets in so far as for-profit merchants and processors must compete for supplies with them and
are not free to set prices independently. In this way, farmer co-operators hold, co-operatives deliver
effective competition, keep market participants ‘on their toes’ and ensure they stay ‘honest..
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Looking across the Wilsons River at the Norco Lismore factory (present day).
Photo courtesy of Norco Co-operative Limited.

In the broader political economy, co-operatives have served to decentralise industrial ownership
(to a limited degree) and have been employed by governments with mixed success for purposes
of immigration, rural settlement, encouraging new industries, improving farm productivity,
developing international trade, jobs creation and as vehicles for the dismantling of statutory
marketing authorities (SMAs).

The United Nations estimated in 1994 that the livelihood of nearly three billion people, or half
of the world’s population, was enriched through co-operatives. In 2003, over 760 million people
were members of co-operatives around the world. At time of writing the Geneva-based ICA involves
219 member organisations in approximately ninety countries.

The exact figures for Australian co-operatives are not known, because no authoritative statistics
exist, but it seems clear they do not compare favourably with other Organisation for Economic Co-
operation and Development (OECD) nations. Following an extensive takeover and demutualisation
phenomenon beginning in the 1970s it was estimated early in the new millennium that somewhere
between 2600 and 2800 co-operatives operated in Australia, registered under co-operatives law,
together with eight large mainly Victorian co-operative companies registered under company law.
Excluding financial co-operatives and co-operative companies they produced an annual turnover
of approximately $5 billion and held total assets of around $3 billion. Over 300 small to medium-
sized agricultural co-operatives were also operating. In addition mutual financial co-operatives
(of which there were 213 credit unions and eighteen building societies) held $35.5 billion in total

assets.
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Over 90 per cent of all Australian co-operatives were in the three eastern states — Victoria, New
South Wales and Queensland. In the largest and most diverse of the Australian states co-operative
movements, New South Wales, Jayo Wickremarachichi and Andrew Passey tell us thatin 1999/2000
the annual turnover of co-operatives amounted to approximately $4.36 billion, excluding ‘foreign’
(interstate) co-operatives and co-operative companies. This accounted for approximately 85 per cent
of total Australian co-operative sector turnover! The sector was asymmetrically developed physically
with a handful of farmer co-operatives comprising 39,791 members in dairying, fishing, fruit and
vegetable, grains, cotton, livestock, sugar, rice and miscellaneous primary industries accounting
for most economic activity. Most co-operatives were very small, with 76.2 per cent holding assets
of less than $1 million and only 4.1 per cent holding assets exceeding $10 million. Over 75 per
cent of co-operatives produced an annual turnover of less than $1 million. Excluding financial co-
operatives, New South Wales’ 849 general co-operatives had 1.29 million memberships, but just
one co-operative (a consumer co-operative) accounted for 892,920 of this. While the aggregate
number of Australian co-operatives compared unfavourably with OECD nations, thirteen co-
operatives were listed in the top 1,000 of Australian businesses, albeit some already well advanced
in a demutualisation process:

Co0-0OPERATIVES AND C0-OPERATIVE COMPANIES
IN Tor 1000 AUSTRALIAN BUSINESSES 2000

Ranking
Dairy Farmers’ Group (New South Wales) 119
Murray-Goulburn (Victoria) 133
BONLAC Foods (Victoria) 144
Ricegrowers’ Co-operative Limited (New South Wales) 276
Namoi Cotton (New South Wales) 323
Mackay Sugar (Queensland) 467
Capricorn Society (Western Australia) 674
Australian Unity Friendly Society (Victoria) 747
Co-operative Bulk Handling (Western Australia) 787
Warrnambool Cheese and Butter (Victoria) 803
Tatura Milk (Victoria) 840
Norco (New South Wales) 846

New co-operatives were forming, particularly in ‘niche’ and ‘boutique’ markets in fields
previously dominated by SMAs, but the rate of co-operative formations was slowing and it was
uncertain whether co-operatives would dwindle or experience an unexpected renaissance.

In seeking to understand how the democracy principle has operated and was adapted over
time it is important to understand its vital relationship with that other co-operative imperative
— capital adequacy. Co-operative capital traditionally has been employed for mutual, rather than
individual, benefit and has been drawn from two main sources: members, either by subscription
or deposits, including retained rebates; or debt. Markets, however, determine the value of scarce
resources in capitalist economies, including capital. The increasing capital intensive nature
of value-adding processes involving greater volumes, technological sophistication and market
differentiation, together with improved competition, placed immense pressure on the capital
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position of commercially-oriented co-operatives after the 1980s. For example, processing milk was
no longer a simple separator technology but a complex and expensive biotechnological activity
requiring sophisticated plant — and capital to fund this. Large, agricultural co-operatives were
also competing against immense, vertically-integrated agribusinesses with ready access to capital
in addition to negotiating with huge supermarket chains in a ruthless ‘auction” for market share.
An insatiable hunger for capital gave rise to a ‘co-operative dilemma’, centring upon the tension in
co-operative structure between democracy and capital adequacy, which dominated co-operative
politics late in the century. An exploration of this dilemma forms a major theme of the book.

Co-operatives have tended to be very conservative in their financial structure, in that member-
contributions to equity are low, particularly direct capital contributions to funding assets, and
they generally have relied on borrowings. Revolving fund schemes were not uncommon but,
with financial institutions reluctant to fund organisations with poor earnings records, deferred or
long-term debt was not a feature of Australian agricultural co-operatives for most of the century.
Generally speaking, for much of the century farmers were content to receive government-regulated
prices for commodities p/us dividends rather than to fund their co-operative adequately. Indeed,
co-operatives tended to minimise taxation liability by distributing surpluses, weakening the asset
base and dissipating funds which might have been used for growth and investment. Some directors
argued for fund retention and exposure to corporate taxation, but very few — members would not let
them! Farmers preferred ‘money in the pocket’ and to offset income against farm investments. The
resultant lack of investment in co-operatives, with some notable exceptions, often saw them reliant
upon outmoded equipment and plant, not keeping pace with technological advancements and
becoming less efficient than competitors — or even their own farmer shareholders! For much of the
century, in regulated markets, this was tenable but with deregulation and improved competition,
capital had to come from somewhere, and quickly. There were real limits to how much farmers
could or would invest in their co-operatives, applying a brake to co-operative competitiveness while
strengthening a case for radically altering co-operative structure, making it more flexible for fund-
raising purposes.

Farmers reluctant to relinquish the democracy principle in locating capital found themselves
pitched on the horns of the ‘co-operative dilemma’. New leaders argued that if ownership capital
was to be restricted to members, they should be obliged to provide it themselves. The alternative
was being driven out of business! Compulsory bonus share schemes, however, in many instances
did not resolve the dilemma and gave rise to a ‘management-crisis’ where experts, hired more for
business skills than an understanding of co-operation, were required to manage members’ capital
profitably, not necessarily coinciding with traditional member-expectations or co-operative values.
Questions also arose about how to raise member expectations in respect of investments without
creating shareholder ‘classes’, which might dilute the vital bond of association, and how to redeem
compulsorily-subscribed shares in a downturn. Farmer-investors needed to feel confident that they
could redeem equity when exiting farming and to accept that they probably could not sell or borrow
against such investments, possibly placing them in further debt to retain farm ownership while
investments remained locked up in a co-operative. This required a mighty act of faith. Who was to
say, anyway, that a cohesive bond of association was not more important in matching competition
than amassing capital?

In some cases new breed managers urged farmers to share ownership with external investors and
separate the roles of farmers as custodians of democracy from investors in ‘hybrid’ organisations,
jeopardising the democracy principle. Farmers generally believed that democratic ownership
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and control were indivisible, for the leverage this gave in markets and could not exist in a shared
ownership arrangement. Sceptical farmers demanded to know how leaders proposed to reward
external ownership without losing control because, inevitably, investors would push a case serving
their interests. The rejoinder was to challenge members to solve the riddle of keeping control and
retaining ownership if this meant being driven out of business. But why would anyone invest in
something the primary purpose of which was to enhance member returns, and not have a vote?
(Torgerson) And, if a co-operative could not raise sufficient capital from members to serve their
needs adequately, why should it 7oz convert to a company? (Munkner) Certainly, solving the ‘co-
operative dilemma’ was vital by the 1990s or, many co-operative leaders believed, commercial co-
operatives could be a thing of the past. Consequently, in seeking to radically reinvent themselves,
some co-operatives assumed a border line not-for-profit designation and experienced an identity
crisis: what did co-operatives really stand for — providing services or accumulating capital?

The book began life in the early 1980s in the Australian National University History
Department as part of doctoral research, a substantive element of which was published in Middle
Way. Additional data were located in recorded interviews conducted through the National Library
of Australia Oral History Department, with the co-operation of the Co-operative Federation of
Australia (CFA), the Co-operative Federation of Victoria (CFV) and the Co-operative Federation of
Western Australia (CFWA) and in an extensive archive held by the (recently disbanded) Australian
Centre for Co-operatives Research and Development (ACCoRD). Repeated requests made to the
co-operative sector for information to assist the study yielded very few contributions, a clue to
general apathy and low priority given to education.

A central question motivating research was, why in liberal-capitalist Australia has democracy
been largely confined to party politics and has not extended extensively to economics? While
Middle Way explained why the Rochdale consumer movement failed to make a significant impact
upon the Australian political economy, I was curious to know whether this was the same for farmer
co-operatives operating upon an infinitely greater economic base. Certainly, in a national economy
characterised for much of the period by a rural division of labour, agricultural co-operatives made
an immense contribution to economic and national development and warrant study for this
reason alone. Perhaps they would also provide evidence challenging the conventional wisdom that
‘democracy and business do not mix’. A longitudinal study considering the experience of farmer
co-operatives across a century of tumultuous change might shed light on why farmers formed co-
operatives and help answer the question: if the democracy principle is such a good idea why did
farmer co-operatives not make a greater impact upon Australian social and economic affairs?

Notwithstanding the title, the book considers not only farmer co-operatives; although
primarily so; but also rural communities in which co-operatives have served, public policy affecting
co-operatives’ development and co-operative movement politics, where unity perennially has been
elusive. It was difficult to discover a key to the interlocking nature of a ‘higgledy-piggledy’ co-
operatives’ history and several models were tried. While the present arrangement has deficiencies,
in so far as events considered at state level often require restating briefly in the national context,
and vice versa, and discussion on the dairying co-operative movement needed to be broken into
broad industry and case study ‘book ends’, for example, the framework integrates the content
well and permits useful analysis. Numerous strands relevant to individual co-operatives, specific
industries, legislation, regulatory regimes and federal, state and regional co-operative movements

are interwoven with mainstream political and economic events, to weave the tapestry of the Story.

| XXII |



Where the histories of the consumer and producer co-operative movements intersect, occasionally
information found in Middle Way is reiterated.

It is important to note at the outset that no such thing as a rural ‘co-operative movement), as
such, has ever existed in Australia, although several attempts have been made. The term is used
figuratively for convenience. State and federal ‘co-operative movements’” organised in federations
have existed over time, generally poorly supported and often operating on a weak mandate. Indeed,
ruinous disunity is a recurrent theme in discussion.

Another important distinction to be made is that between ‘co-operatives’ and ‘co-operative
companies’. Essentially, for most of the century, the former had no fixed capital, subscribed strictly
to the democracy principle and were described in co-operatives law, whereas the latter were registered
mainly under company law, often varied the democracy principle to accommodate investor interests
and subscribed to the mutuality principle, not necessarily for philosophical reasons, but for taxation
benefits conferred. Nevertheless, to the degree co-operative companies have applied the democracy
principle and influenced co-operatives” history, they are included in discussion.

The study has been necessarily selective as sources (and resources) became available and it
has not been possible to be as comprehensive as one would wish. Unfortunately, resources did not
extend to a treatment of Aboriginal co-operatives, Tasmania or the Territories, Papua-New Guinea
and Pacific Island co-operation (in which Australia played an important role), or to the fishing
industry. The treatment of farmer co-operatives in South Australia and Queensland is rudimentary,
but sufficient to demonstrate the great diversity of the Australian rural co-operative movement.
Much discussion on Victoria occurs in the context of the dairy industry. For the same reason a
bibliography is not provided but extensive notes will guide the reader in this regard. The author
apologises in advance for such ‘sins of omission’ while noting the desirability of leaving something
for other researchers. Unless otherwise stated all monetary figures are in Australian dollars.

Ideally, to write such a history one needs to be a lawyer, economist, politician, accountant
and farmer. The present author is none of these things but a social historian with an interest in
co-operatives and the idea of economic democracy. It is a story which needed to be told before the
data are lost, key personages pass away and an extraordinary chapter in Australian rural history
disappears forever. The book celebrates the vision and courage of farmer co-operators dedicated to
the democracy principle while offering a sobering reminder that powerful forces inside and outside
the co-operative movement do not share this vision. It is thrown into the torrent of public debate
as a ‘message in a bottle’ to contempories and future generations who might have an interest in co-
operation and wish to know how and why the Australian farmer co-operative movement took the
shape it did in the twentieth century.'
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Part [
DAIrY

Land pressures and technological change in the 1880s saw dairy farmers on the south
coast of New South Wales and elsewhere establish co-operatives to drive out ‘middle
men’ and assert farmer control over produce. The co-operative idea rapidly spread
throughout Australian dairying districts. Disagreements developed between ‘bogus’ and
‘genuine’ co-operatives and free-trade and protectionist co-operatives over market access and
marketing models, especially in New South Wales and Victoria, weakening co-operative
unity.

By World War One the dairy co-operative movement boasted noteworthy physical
development at a regional level bur doubts had arisen abour the merits of voluntary
co-operation as a suitable basis for organizing industry. Increasing calls for government
intervention from within the movement and from unions were boosted by emergency
wartime regulations, which lasted until 1921.

After the war nineteenth century notions of co-operation as an economically and
socially transformative philosophy gave way to a more utilitarian view of co-operatives
as a practical business model suited to rural settlement schemes and the enbancement
of agricultural productivity. Between the wars, co-operation as a basis for industry
self-regulation was superseded by regulatory models, reducing the field for co-operative
development and confining co-operatives to relatively simple economic functions in supply,
handling, processing and distribution. The Grear Depression and the return of war in
1939 simply accelerated this process of market socialization, driving dairy co-operatives to
the margins of economic relevance in heavily regulated markers.

Industry rationalization and corporate raids saw much of the traditional agricultural
co-operative movement’s heartland disappear in the 1970s. When deadlines were set in
the early 1990s to deregulate the dairy industry, co-operatives avidly sought capital for
growth and market share, creating a ‘co-operative dilemma’ in balancing the capital and
democracy imperatives in co-operative structure. In 2000, when the Australian market
milk industry was deregulated, the few remaining co-operatives were required urgently ro

reappraise their rationale and modus operandi.




The cream boat “Sunshine II” with a load of cream cans for the factory.
Photo courtesy of Norco Co-operative Limited.
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Chapter One

THE NEW SoUTH WALES AND VICTORIAN DAIRY CO-OPERATIVE
MOoVEMENTS To WORLD WAR I

Introduction

As far as we know, farmer supply co-operatives emerged on the south coast of New South Wales in
the 1880s designed to eliminate ‘middle men’ and improve returns. The co-operative idea spread
with migrating dairying families and co-operative creameries and central processing co-operatives
were formed extensively throughout dairying districts. With improvements to transport and
refrigeration the fledgling dairy co-operative movement sought to enter exports, until then the
jealously guarded domain of proprietors, developing trade with the giant English Co-operative
Wholesale Society (CWS). In a contest for this trade, ‘bogus’ and ‘genuine’ co-operatives vied
with each other. ‘Bogus’ co-operatives were investor-controlled and ‘genuine’ co-operatives, farmer
controlled. After the takeover of a ‘genuine’ co-operative by a ‘bogus’ co-operative company,
Charles Meares championed voluntary co-operation as a basis for organising industry and led
the formation of a co-operative processor which survives today, albeit much transformed: Dairy
Farmers Limited.

Meanwhile, Victorian dairying co-operation was developing along different lines, more
amenable to government involvement, less doctrinaire in the interpretation of co-operative principles
and influenced more by protectionist thinking. Inevitably, states-rights issues and disagreements
between the northern free-traders and southern protectionists over marketing models, spilled into
co-operative politics.

Federation saw co-operatives remain cemented in inadequate ex-colonial legislation, hampering
unity and development. In the first decade of the new century, the dairying co-operative movement
failed to unite around common objectives or construct stable national marketing and industry
bodies, leaving an organisational vacuum for governments to fill and setting the shape of the
modern movement.

With calls for government intervention coming from consumers, trade unions, trading partners
and some sections of the co-operative movement itself, the Commonwealth Government tentatively
entered the field of dairy industry export quality control under constitutional external powers. World
War I and the imposition of emergency regulations delivered a fillip to government intervention,
including the statutory pooling of commodities, which created a precedent for a centralised orderly
marketing regime. After the war, it would no longer be a case of co-operative advocates like C E D
Meares resisting regulation, for that was an established fact, but of constructing a model superior
to it.

Early co-operation in the New South Wales Dairy Industry

In the late 1870s and early 1880s dairy farmers on the south coast of New South Wales collaborated
in purchasing expensive new technology and organised to eliminate ‘middle men’, that is commission
agents and merchants interceding in the economic cycle between producer and consumer, reducing
returns to farmers.
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South coast dairying communities in the Illawarra region south of Sydney around Albion Park
and Kiama were close knit, sharing many characteristics with urban industrial communities where
Rochdale consumerism also flourished in the late nineteenth century. Both were communities
familiar with hard work and adversity, where a strong work ethic prevailed and a close bond of
association forged in shared experience tied families and communities together. Urban industrial
and rural dairying communities also shared a Victorian ethos of self-reliance and defiance of anyone
contriving to steal rewards legitimately theirs. There was little time for leisure and, as in mining
communities where Rochdale co-operatives proliferated, the church, predominantly Protestant,
particularly Methodist or Presbyterian, played an important role in community life. The beautiful
coastal harbour town of Kiama, around which the dairy co-operative movement began, had more
churches than pubs in 1867: five to two. Stuart Piggins has observed that while churches in the
region were conservative in theology and social and moral values helping to influence a conservative,
religious society, this was not paralleled in the community’s politics where a strong radical clerical
tendency existed seeking to build bridges between capital and labour. This is where co-operation
flourished.

Most dairy farms ranged in size between 80 and 160 acres and women played a major role
in their management. While the men were engaged in clearing, ring-barking, ploughing, fencing
and other back-breaking work, women would run the houschold (normally caring for up to eight
children), drive the herd, milk the cows twice a day, sterilise utensils, tend poultry and vegetable
gardens, and climb out of bed at two in the morning in summer months to prepare butter in the
cool, for market. In poorer families, women slogged alongside men with the manual work, too.!

At the same time, the ‘system’ — as a network of agents and merchants operating in Sussex
Street, Sydney, was commonly referred to by dairy farmers — combined through informal patronage
and conspiracy to drive down returns to primary producers with no benefit to consumers. These
‘middle men’ were widely perceived by farmers as the main reason for a failure to share in the
general prosperity of the period before the 1890s depression. Given improvements in refrigeration
and transport, farmers began seriously to consider the possibility of co-operation as an alternative
to the existing marketing ‘system’.

Farmer discussion turned to democratic methods of industry self-regulation along lines
suggested by the then burgeoning Rochdale retail store consumer movement but, preoccupied with
the practical running of farms and with limited resources, farmers were unable to organise effectively.
Moreover, a radical, urban-based idea like Rochdale co-operation, essentially a consumerist theory,
was viewed askance by many primary producers, suspicious of urban theorists. Farmers remained
non-committal until technological innovation virtually compelled co-operation.

John Weston, the editor of The Kiama Independent, who was well acquainted with co-operation
in Lancashire, sustained a vigorous editorial campaign through the late 1870s, canvassing the
idea of co-operatives for farmers. Learning of this, Sussex Street agents immediately transferred
advertising from Weston’s Independent to competitors and visited farms carrying gifts, promises
and horrific tales of alleged co-operative failures in Britain. One farmer wrote:

When visiting the various districts these plenipotentiaries of the ‘system’ developed a marked
tendency towards devoutness and made a point of attending divine worship on Sundays where
the opportunity of meeting a number of farmers at once was too good to miss. It was remarkable
the effect these continual visits had upon many farmers. They proved effective brakes to the
wheels of slow progress that was being made by the great Co-operative Movement.
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Weston persisted and, in 1879, organised a meeting in the Old Temperance Hall, Kiama,
which brought together dairy producers from Wollongong to the Shoalhaven River and from up on
the adjacent tableland. Roundly denouncing the ‘system’, farmers appointed representatives to tour
dairying districts and locate support for ‘self-help co-operation’.

The South Coast and West Camden Co-operative Company

The first known co-operative company in New South Wales, and possibly Australia, for the disposal
of farm and dairy produce was formed from this action: the South Coast and West Camden Co-
operative Company. Registering under New South Wales” company law, since no useful co-operative
legislation existed, South Coast and West Camden opened selling floors in Sussex Street, Sydney, in
June 1880. Immense consignments were immediately withdrawn from the ‘system’ by farmers and
sent to the fledgling co-operative. T C Kennedy describes the opening day.

The only dairy produce which came to Sydney by rail came from Camden, Campbelltown
and Berrima districts, or by steamers twice a week. Mondays and Thursdays steamers arrived
from Wollongong, Kiama and Shoalhaven. One steamer a week worked from Merimbula and
Bega and one from Moruya. The principal consignments of dairy produce were for the [Co-
operative] Company. It has been detailed how the agents’ carts returned from the wharf early
in the morning empty. Carrier zzfter carrier had to be engﬂged to convey the butter, bacon and
cheese to the Company’s floor while many agents along the street had nothing else to do but
stand outside their doors and watrch whar was going on at the Company’s premises. There was
quite a dislocation among the grocers. They came as usual to the particular agents for supplies
of butter, et cetera, but the agents had hardly any to sell. This led to a kind of stampede for the
Company’s floor where, not only the staff was going as hard as it could, but even a number of
the directors were there to lend a hand. It was a trying day because the Company did not know
anything of the financial standing of their clients and thus a certain risk was undertaken in
opening accounts. Notwithstanding the fact that the consignment was large the Company closed
its doors on the evening of the opening day with clear floors and an advance of three pence per
pound in the price of butter, a refutation of the old tale the ‘system’ used to spin about glutted
markets and unsaleable consignments. Succeeding days’ business showed further improvement
and by the third day the price of butter advanced from five pence to nine pence per pound and
the store closed each day with clear floors. So much for the beginning.?

Co-operative factories

After the centrifugal (cream) separator was introduced into New South Wales from Denmark in
1881 (where a burgeoning dairy co-operative movement had begun); ironically reducing farmer
returns through unregulated market discounting; farmers in the Kiama, Robertson, Candelo,
Burrawang and Camden districts in a south-west arc around Sydney co-operated to buy this
expensive machinery. In this context, discussion turned to co-operative butter and cheese processing
factories.

Pointing to South Coast and West Camden’s success as proof that co-operation worked for
distribution, John Weston now advocated establishment by farmers of co-operative butter factories
for production. Interested farmers from Kiama, Jamberoo and surrounding areas clubbed together
in 1884 to send D C Dymock to Denmark to study co-operative production there. After studying
Dymock’s report, farmers contributed £2,000 and developed a co-operative butter factory at Albion
Park in 1885: the Pioneer Co-operative. Farmers simply delivered produce to the roadway and the
co-operative did the rest. This rationalisation produced an outcry from local shopkeepers, alarmed



that now only o7e man would be required to carry farmers’ produce to town for treatment instead
of several, potentially harming businesses. Rumours spread about disease, cheating and waste at the
factory, but Pioneer Co-operative survived and was popular with farmers.

Other co-operative factories soon sprang up. In 1887 the Woodstock Co-operative Dairy
Factory started at Jamberoo with others following at Gerringong, Berry, Jasper Brush, Kangaroo
Valley, Barrengarry, Robertson, Wooragee, Jindyandy and elsewhere.

Further improvements to refrigeration made storage and the export of dairy products practicable
and helped to reduce seasonal cycles of gluts and scarcities and destabilising price fluctuations.
Pasteurisation in 1899 brought new sophistication and marketing potential to the industry, aiding
further rationalisation while permitting more people to enter dairying. The industry was further
stimulated by the introduction of improved centrifugal separators in the late 1880s, the Babcock
Test in 1892 (which accurately measured the butter fat content of milk), the completion of the
railway link from Sydney to the Shoalhaven River in 1893, the introduction of improved pastures,
better milking shed design and herd improvement programmes. These improvements exacerbated
land pressures and contributed to a Diaspora of dairying families from the Illawarra region along
the east coast north and south and into other colonies, carrying with them co-operative ideas and
practical knowledge of co-operation.

Aided in many cases by Sou’coasters (as migrants from the region were known) as they took up
new properties, more co-operatives started through the Hunter, Clarence, Manning and Richmond
river systems to the north, into Southern Queensland and up onto the Atherton Tableland, and
south into the Bega Valley and Gippsland region of Victoria. Dairy co-operatives developed in
many areas where sou'coasters settled: at Wauchope for example (1887), at Singleton and Ulmarra
(Clarence River Pioneer Co-operative, 1899) and others soon after at Osterley, Koyuga and
Bowthornes. By 1894 co-operative dairy factories were well developed in the big scrub (littoral
rainforest) stretching from Byron Bay inland, possibly the first of these developing at Seccombe’s
Farm on the Ballina Road in 1888. Twenty more co-operative factories formed in various parts
over the next six years with sou-coasters prominent in the development of many. Some regional
newspapers, for example 7he Northern Star at Lismore, regularly published south coast news in
1888; special articles for sou'coaster settlers; and broadcast information on co-operation in the
Illawarra and adjacent regions. Some historians dispute the influence of sou'coasters on the spread
of dairying co-operation and no doubt co-operative factories were independently established in
districts where sou’coasters were not well represented.’

Central processing co-operatives
Attempts in the early 1890s to establish central co-operative creameries to process milk, however,
failed to attract sufficient capital in the economically depressed conditions and farmers, therefore,
remained dependent upon private-profit enterprise for processing. However, in 1893 settlers in
the Richmond River region of the north coast, many of them sou’coasters, initiated a successful
attempt to rationalise the proliferation of co-operative factories dotting the landscape: North Coast
Fresh Food and Cold Storage Co-operative Limited (later, North Coast Co-operative Company
[Norco]), which opened a central creamery in Byron Bay in 1893. Norco, well placed climatically
and geographically to serve both Brisbane and Sydney markets when southern production seasonally
declined, quickly developed into one of New South Wales’ most successful dairy co-operatives and
is still operating at time of writing.

Soon after Norco began, the Illawarra Central Co-operative Factory opened at Albion Park on
the south coast and other coastal creameries followed at Nowra and Milton.
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An attempt to enter exports

By the early 1890s South Coast and West Camden was the largest dairying agency on Sussex Street.
However, it was caught between the need to capitalise the handling of greater volumes attending
productivity gains, on the one hand, and depressed markets, on the other. Carrying debts of £48
000, rumours spread about the co-operative’s imminent collapse.

Responding to these rumours, South Coast and West Camden directors announced plans to
trade out of difficulties by entering export markets, until then the jealously guarded precinct of
private traders, and appealed for farmer solidarity in a determined drive to rid the export industry
of speculators and commission sharks. Private traders, in turn, attempted to woo supplier co-
operatives and shareholders away from South Coast and West Camden with offers of better spot
prices. Some farmers, including Norco members, elected to trade independently of South Coast
and West Camden and to accept the best prices available, precipitating acrimonious exchanges
between co-operatives, which were not soon forgotten. Meanwhile, cold climate farmers in the
Berrima district on the highlands south west of Sydney, who were formerly associated with private
operators and now faced severe economic hardship, decided to co-operate independently, opening
a rival selling floor to South Coast and West Camden in Sussex Street: the Berrima District Farm
and Dairy Co-operative (hereafter, Berrima District).

Unable to unite the co-operative ranks and controlling insufficient of the market to make
exports feasible, South Coast and West Camden’s export-led recovery plan lost momentum.
Certainly this first known instance of a co-operative-led export drive was premature. Australian
rural co-operation was still primitive and disorganised, financially strapped and with no stable
institutional machinery to support farmer-controlled exports. Of greater import for the future of
Australian co-operation was the apparent reluctance of co-operatives to co-operate, preferring to
develop opportunistically along regional lines. The fierce ‘localism’ this induced, admirable as it
might have been for community building, was not conducive to co-operative unity or to sensible
industry rationalisation.’

Developing co-operative trade: the English CWS in Australia, 1896

Learning that representatives of the giant British Rochdale consumer co-operative, the English Co-
operative Wholesale Society (English CWS), would tour the colonies in 1896 and concerned that
local co-operatives were poorly placed to capitalise on trade opportunities, the New South Wales
Department of Agriculture appealed to producers to co-operate. In what may be the first instance
of an Australian government encouraging co-operative development for economic advancement,
the department broadcast, ‘Co-operation is good for farmers...producing a better feeling among
farmers...instead of a close and often jealous and selfish feeling’

The English CWS was truly enormous, consisting in 1895 of 250,000 members producing
an annual turnover of £16 million Sterling and with depots in Montreal, New York, Copenhagen,
Hamburg and Aarhis, which it plied with a fleet of six ships. Having invested £100,000 in the
construction of the Manchester Canal, which was completed in 1894, the CWS was keen to recoup
this outlay through trade with foreign and colonial primary producers linked co-operatively with
its vast network of northern English and Midlands’ consumer co-operatives. CWS trade with the
colonies had already begun before the visit, in tallow for soaps and leather for shoes. Australia was
now to play a key role in the giant multi-national’s expansionary trading programme. The question
was whether the rudimentary colonial ‘co-operative movement’ was capable of participating in this
coherently?®
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John Plummer, a buyer for the Sydney Civil Service Co-operative, a department store, spoke
at many public meetings promoting the English CWS tour and prepared numerous journal articles
calling upon Australians to ‘co-operate with the old country’. The English CWS was hungry for
Australia’s dairy products, Plummer said, and a direct barter system involving colonial primary
products and CWS manufactured goods would advantage both parties. There was one condition,
however: trade should occur only through co-operative organisations. For colonial farmers to access
British consumer markets through CWS, therefore, they would have to do so through co-operatives,
or some semblance of a co-operative.”

The rural press was full of stories about the visit, reporting that a Central Co-operative Board
had been set up in Melbourne to orchestrate the ‘Great International Co-operative Movement’.?

Arriving first in Adelaide, CWS delegates spoke of the ‘humane and godlike principles of
co-operation and the joyful marriage between labour and capital’ it theoretically embodied.
After touring the fruit growing regions of South Australia delegates moved on to Victoria to meet
representatives of co-operatives and a ‘Co-operative Dairy Distribution Society’ (discussed below).
Wherever they went, the visitors emphasised that they were interested only in ‘orderly’ marketing,
ideally occurring through co-operative associations, but where this was impossible, co-operative
trade under the auspices of state instrumentalities would do. Delegates also pointed out that, while
they represented British consumers, in the colonies producers were their ‘starting point’.’?

In Sydney press reports spoke of the visit ‘shaking the colony to its foundations’. Delegates were
afforded a civic reception in the Town Hall, inspected South Coast and West Camden selling floors
and were introduced to the New South Wales Board of Exports. Playing on colonial jealousies,
the visitors referred to the ‘excellent quality of Victorian butter’. The CWS officials called for a
Grand Co-operative Alliance of colonial producers to join in the ‘international brotherhood of
co-operation’. Indeed, a Co-operative Alliance did form, designed to encourage ‘productive and
distributive co-operation in their various forms” and to devise a plan for New South Wales producers
to co-operate with the English CWS. How, or whether, this functioned is unknown."

Delegates then moved on to Queensland, New Zealand, Canada and the USA before returning
to Manchester, establishing a pattern which continued for much of the twentieth century: English
CWS officials touring the world, courted by producers, lauded by governments, waxing lyrical on
Rochdale rhetoric, arriving from somewhere ‘highly competitive’, en-route to a potentially superior,

alternative supplier."!

‘Bogus’ and ‘genuine’ co-operatives in the NSW dairy industry, 1896-1906
Lured by the promise of a special trading relationship, not only farmers were drawn to the idea of
co-operating with the Manchester co-operative movement. Many proprietary companies with rural
interests added ‘co-operative’ to their title after the English CWS visit. No law prohibited usage
of the term or defined a co-operative. In this context a contest for most-favoured relationship with
Manchester arose between ‘bogus’ and ‘genuine’ co-operatives and, in the decade after the 1896
visit, the fledgling New South Wales’ dairy co-operative movement was racked with dissension
and scandal, damaging the credentials of co-operation as a genuine democratic social movement
and driving a wedge between dairy co-operators in New South Wales and Victoria, which was
disastrous for co-operative unity in the long term.

‘Bogus’ co-operatives proliferated in New South Wales. In 1923, when the Co-operation Act
was passed (discussed in Chapter Two), no fewer than 240 companies used ‘co-operative’ in their
title, 125 of them engaged in dairy production!
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The Woolgrowers’ Co-operative Association is a good example of a ‘bogus’ co-operative.
Forming soon after the English CWS visit, this company was owned by a small group of mainly
Sydney-based pastoralists and operating on a capital of £60,000, was in no real sense a producers’
organisation. Painting itself, nevertheless, as a ‘Rochdale co-operative’, the Woolgrowers’ Co-
operative published a journal, The Co-operator, which claimed to be the ‘official journal of the
co-operative movement...an eclectic cosmopolitan journal devoted to the interests of the people
[promoting] productive and distributive co-operative on the Rochdale model.” Emphasising the
pecuniary advantages of co-operating, 7he Co-operator said co-operation:

...improved the material condition of all, halved selling costs, brought higher prices, eliminated
taxes, commissions, promoter shares, director fees, bogus charges; incurred no debt or liability;
paid a dividend on the value of shares [sic] and allowed autonomous producer control where

small and large growers were democratically equal.”?

Organising trade with the English CWS

The first English CWS agent to be stationed permanently in Australia, R ] Fairbairn, arrived
in January 1898, establishing headquarters in Sydney. Fairbairn was briefed by his employers to
organise the ill-formed colonial co-operative movement, consign premium quality primary produce
to the Manchester parent and indent CWS goods for sale through existing colonial co-operatives
and kindred outlets. To this end Fairbairn reconvened the Co-operative Alliance and, with the
assistance of the New South Wales Board of Exports, developed a Co-operative Advisory Council,
to assist the government conduct co-operative trade with Manchester. Here is the genesis of a
special relationship between successive New South Wales administrations and the rural co-operative
movement, which would continue until very late in the twentieth century.

Fairbairn lectured on co-operation throughout the colonies, including New Zealand, and in
association with the New South Wales Department of Agriculture, organised a primary production
conference at Bathurst. There, the Co-operative Advisory Council was formally constituted,
consisting of representatives from the South Coast and West Camden, the Woolgrowers’ Co-
operative Association and the Farmers’ Fruitgrowers’ Co-operative. A general wholesale, the
Farmers’ and Settlers’ Co-operative Company Limited (hereafter, ‘Farmers and Settlers’), was
formed for the purpose of exporting primary produce and importing English CWS goods. Farmers
and Settlers included as shareholders Fairbairn, representatives of the co-operatives mentioned
above and, significantly, directors of proprietary pastoral houses, underling the fact that CWS was
not averse to co-operating with proprietors provided this occur through some semblance of a co-
operative intermediary.

A registered company, there still being no suitable legislation for co-operatives, Farmers and
Settlers was commonly referred to by Fairbairn and associates as the ‘Farmers’ Co-operative’. It
published a monthly, the Farmers’ Co-operative News, which peddled a blend of Rochdale rhetoric,
eulogies to the English CWS, market information extolling the virtues of ‘international brotherhood
through co-operation with Manchester’ and urged farmers to ‘combine and unite labour and capital
to secure for the worker under co-operation the whole fruit of his labour and break the exploiter
and monopolist’."?

The collapse of South Coast and West Camden

It must be acknowledged in fairness to Fairbairn that the task of constructing a genuine co-operative
link to Manchester, if ever this was intended, was complicated by the weak state of colonial rural
co-operation. South Coast and West Camden was struggling financially and faced mounting



rumours of insolvency. The Sydney Morning Herald speculated cruelly on the co-operative’s
imminent collapse, alleging extravagant entertainment expenses and exorbitant dividends and,
most damaging, linking these to rising consumer prices. Whether the Herald charges were justified,
or not, is unknown but rumour had the same effect as fact and in January 1900 South Coast and
West Camden’s bankers foreclosed, appointing as trustees Fairbairn and Farmers’ and Settlers’
director, former colonial treasurer and liberal free-trader, \.

Fairbairn and McMillan set about restructuring South Coast and West Camden and, in
incorporating it into Farmers and Settlers, offered shareholders spot cash amounting to £15,000,
well below the co-operative’s real value. The alternative, McMillan said, was long marketing delays
and interruptions to income. As farmers deliberated on what may be the first corporate take-over of
a co-operative in Australia, Fairbairn and McMillan attracted the ire of a former South Coast and

West Camden executive who was to have a mighty impact on the shape of Australian co-operation:
Charles Edward Devenish Meares."

Charles Meares

Charles Meares (1861-1934) was born on a dairy farm in the Omega district, near Kiama. His
father was an Anglican clergyman from Wollongong and his mother was a daughter of ] M Tooth
the brewer. A thickset, forceful man Meares was a ball of energy, a strong driving personality who
could win loyalty in those around him and make enemies. His biographer, R S Maynard, tell us:

He never suffered from an inferiority complex. He had a good opinion of himself and an
absolute faith in the all powerfulness of co-operation. Anything that attempted to stand in the
way of co-operation was swept aside with an amused contempt. At times he carried this...into

circles where it was not ﬂppreciatm’, even in his own organisation.

A passionate supporter of the British Empire, Meares believed it could ‘save the world” and
that co-operation was the agent to make this possible. In 1879 Meares began as a bookkeeper
in Sussex Street. Two years later he joined the staff of the newly-formed South Coast and West
Camden Co-operative, rising to a senior management position. In the McMillan restructuring he
was shifted sideways to become little more than a commercial traveller. Meares resented this and
in the Kiama Independent alleged that McMillan and his cohorts were the enemies of co-operation
and were ‘bogus’ co-operators. He urged farmers to reject the take-over offer, revealing that W and
A Macarthur of Camden Park Estate were involved in the bid and were seeking access to the ‘co-
operative barter system with English CWS to overcome an exchange disadvantage damaging their
importing business. Meares told farmers that McMillan and the Macarthurs together would hold
460 of the 952 shares in the restructured company and called upon them to support the ‘genuine’
co-operative dairy industry.”

Embarrassed by such publicity Fairbairn sought to dissociate himself from the McMillan offer,
declaring in the Farmers’ Co-operative News:

1 did not authorise the inclusion of my name in the trustees of the farmers’ co-operative company.
1 do not want the public to think that the [English CWS] has any monetary interest in any
co-operative association in these colonies.

The agent stopped short, however, of actually denying that he or English CWS did have a
monetary interest in Farmers and Settlers or that he had assisted in the take-over of South Coast
and West Camden. There is no direct evidence, however, linking Fairbairn to the bid, although
subsequent events beg the question.'®
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At a meeting in the Temperance Hall, Kiama, dairy farmers accepted McMillan’s takeover
offer overwhelmingly, even though it represented a return to them of less than twenty shillings in
the pound (£). The meeting, which saw Meares in a hopeless minority, also saw co-operation in
disrepute.

T C Kennedy, a dairy farmer, journalist and staunch co-operator, attended that Kiama meeting.
He left dejected and downcast and wandered down to the Kiama Blow Hole, where the ocean snarls
through a crack in igneous rock and explodes skywards. He and a friend sat in the gloom on a bench
and listened to the unsympathetic hiss and roll of the sea. A solitary figure approached out of the
dark and sat next to them. It was Meares. Kennedy finally managed to break the silence with a
general comment about the meeting. Meares said nothing. Then Kennedy expressed the view that
co-operation had been hit hard that night. Without turning Meares stiffened and replied, “‘You
think so do you? Co-operation this night is on a safer and sounder footing than it ever has been.
You will hear a good deal more in a few days. Meares left Kennedy with the feeling that he was
already plotting to destroy the McMillan operation and reaffirm ‘genuine’ co-operation."”

Co-operation’s credibility is dented

What did the collapse of South Coast and West Camden mean for rural co-operation? First, it
confirmed a perception among sceptics that co-operators were incapable of adequately capitalising
operations and that his was a fatal flaw in co-operative methodology. Secondly, it demonstrated
the vulnerability of co-operatives to rumour, particularly in periods of market instability and a
proneness of co-operatives to ‘insider’ take-overs. Third, the co-operative’s demise reinforced a
growing public perception, valid or otherwise, that a direct link existed between rural co-operation
and rising consumer prices, deepening a rift already growing between consumer and producer
co-operatives, on the one hand, and producer co-operatives and the labour movement, on the
other. Fourth, McMillan and associates took over valuable co-operative assets at below par value
while appearing, like “White Knights’, to rescue co-operation from its own inadequacies. Fifth, the
restructure represented a take-over of a genuine co-operative by mainly urban-based ‘dry’ (non-
producer) shareholders with rural connections and there was nothing in law to prevent this. Sixth,
the take-over demonstrated the vulnerability of co-operatives to attack by ideological enemies with
ready access to capital. Finally, co-operation’s credibility as a legitimate basis for organising industry,
already dented by trade union scepticism, the failure of state-sponsored co-operative settlement
schemes and the collapse of building societies in the 1890s depression, was dealt a further blow."

Federation changes nothing

Federation of the Australian Colonies, to form the Commonwealth of Australia in 1901, changed
nothing for co-operatives. The Constitution was silent on co-operation or co-operatives, which
remained subject to a mosaic of archaic or unsuitable states’ laws, which failed in most cases even
to receive improvements in imperial legislation. Inadequate and incompatible states’ co-operatives
legislation would characterise Australian co-operative development for virtually all of the ensuing
century.

A dreadful drought, at the turn of the century, peaking in 1902, and the worst economic
depression in the nation’s history to that time through the 1890s, however, impelled many farmers
towards co-operation. Economic sluggishness continued for much of the first decade of the new
century, through which the dairying industry was wrought by further technological change and
market innovation which, while enhancing productivity, exerted strong land pressures and forced
many young dairying families to relocate, some to the other side of the continent. The idea of
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dairying co-operation spread over vast distances in a fragmentary and piecemeal way focused on
industry sectoral concerns and not co-operative institutions, setting the pattern for the rest of the
century.

Coastal Farmers’ Co-operative Dairy Company and the Producers’ Distributive Society
Seeking support for a ‘genuine’ co-operative to challenge ‘McMillan’s’, as he insisted upon calling
Farmers and Settlers, C E D Meares encountered scepticism wherever he went about co-operatives’
capacity to function in a federal setting and managed to raise only £250 after months of effort.
With this meagre sum, however, he enticed away from McMillan’s executives who, like Meares,
had suffered in the restructuring, and led the formation of Coastal Farmers’ Co-operative Dairy
Company (later, ‘Dairy Farmers’ Milk Co-operative Company Limited’) for processing and
production. Later, Producers’ Distributive Society (PDS) was formed, for the distribution of dairy
and primary products.

At a meeting in Albion Park Town Hall in January 1900, convened by Meares, producers
from all parts of the south coast resolved “...to emancipate themselves and initiate a new company
whereby their milk could be marketed to the best advantage. The time has arrived for the formation
of a milk company upon pure co-operative lines.” A subsequent meeting at Kiama saw farmers give
the Coastal Farmers” Co-operative Milk Company Limited a resounding endorsement.

In March 1901 Coastal Farmers began publishing Coastal Farmers’ Gazette, a monthly newspaper
broadcasting industry information, attacking McMillan’s and urging farmers to abandon ‘bogus’
co-operation and support ‘genuine’ co-operation:

Co-operation is an industrial effort of a body of people on the same plain with interests in
common seeking to better their interests. True co-operation is power from within, not without. ..
something created and carried on by [people] themselves. Anything giving to monetary

institutions or capitalists a voice in its government is not co-operation.”

Meares saw co-operation pragmatically asadevice to ‘better interests’ and eliminate ‘middle men’
through the democratic self-regulation of industry. He dismissed any idea of social transformation
through co-operation, as preached by Rochdale idealists, and promoted a conservative, sectional co-
operation confined wholly to primary producers and conferring upon consumers the obligation to
co-operate in their own interests. Meares was certainly not interested in a Rochdale-style Australian
co-operative wholesale linking Australian consumers and farmers in domestic markets, arguing that
this would give too much market power to consumers: producers organised to se// at the best price;
consumers organised to buy at the best price — the market should determine outcomes, not cosy ‘co-
operative’ arrangements. Far from a co-operative wholesale linking co-operators in a ‘Co-operative
Union’, Meares called for a ‘Co-operative Butter Council” and a ‘co-operative government of prices’
achieved through a voluntary network of farmer-owned co-operative distributive associations
exerting market influence. Such a system, he believed, co-ordinated by a farmer-owned wholesale,
would produce surpluses for diversification into such fields as co-operative marketing (but not co-
operative banking, to which Meares was opposed), would defeat ‘bogus’ co-operation, pre-empt

government moves to regulate dairying and extract just rewards for farmer labours.

McMillan’s and the CWS

Meanwhile, CWS Agent Fairbairn had travelled to Manchester for briefings, returning in 1901 with
instructions to expand business and to investigate bulk wheat handling (a directive which would see
a great trade develop between Manchester and the South Australian and Western Australian wheat
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industries). Purchasing six acres of land on the Alexandria Canal in Sydney on behalf of English
CWS, Fairbairn supervised the construction of processing works for oil, tallow, soap, bone, dust
and manures, which were to be run as wholly-owned CWS subsidiaries trading under the name
“Wheatsheaf”.?’

Then, suddenly, in December 1901, Fairbairn “...left the lucrative position of the Australian
representative for the English CSW to join Farmers and Settlers at the special request of Sir W
McMillan.” It is not known why Fairbairn left. It may have related to allegations of corruption
surfacing in a Royal Commission into the Victorian Dairy Industry (1902-1904), discussed
below.? It may simply have been a response to an excellent offer. Whatever, the move formalised
a relationship between the agent and McMillan’s which had existed since the take-over of South
Coast and West Camden and did not involve any interruption of supplies to the English CWS.
The appointment did, however, mean that Manchester no longer had a representative on the New
South Wales Co-operative Advisory Council. When English CWS officials again toured in 1902,
therefore, they were anxious to find a replacement for Fairbairn and considered Meares a possibility.
Indeed Meares and the English visitors were seen together frequently around Sydney.*

Coastal Farmers struggles
The fact was, Coastal Farmers was already struggling, posting losses in its first two years of operation.
Indeed the co-operative would have wound up had not a rain deluge prevented shareholders from
forming a quorum to effect this. Meares called for ‘public spirited action from shareholders’ and
farmers rallied to the call, backing the original guarantors to the bank for finance necessary to
carry on trading. Still under-capitalised, it is reported that the co-operative was obliged to levy
growers on the gallon-age of milk supplied, with shares allocated to suppliers as their contributions
accumulated. If this is so, it would not be the last time the co-operative resorted to this practice.?
With Coastal Farmers in difficulties, no progress was made on Meares’ ‘co-operative government
of prices” idea, which most farmers saw as grandiose and impractical, particularly as they continued
to squabble over quality margins and regional differences. Voluntary co-operation might be good
for harnessing local initiative, but as a basis for industry organisation it seemed to be lacking.
Meanwhile, a powerful Victorian dairying co-operative movement was emerging, one which
would ultimately dominate Australian dairying, and it is to this that our attention now turns.

Early dairying co-operation in Victoria

The first clear evidence of dairying co-operation in Victoria appeared in 1888 when the Cobden
and District Pioneer Cheese and Butter Factory and the Warrnambool Cheese and Butter Factory
commenced operations, registered under company law as no suitable co-operatives’ legislation
existed. Prior to that time the manufacture of butter and cheese was carried out on farms under very
primitive conditions. When news of the Danish centrifugal separator reached the colony, however,
the government urged farmers to form co-operatives and develop a dairy industry on the Danish
model. From the very beginning in Victoria, the state took a prominent role.

The formation of other co-operatives quickly followed, for instance: the Swan Pool Dairy
Co-operative Limited (1889), the Colac and Camperdown Cheese and Butter Company (1893)
and the Shepparton District Butter Cheese and Ice Factory (1894). The last, which subsequently
developed into IBIS Milk Products, is a good example of an early small-holder co-operative. The
co-operative consisted of 126 farmer shareholders operating within daily delivery distance of the
factory. Supplier members carted untreated milk to the factory door and returned with skimmed
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Dairy transport in early pioneering days.
Photo courtesy of Norco Co-operative Limited.

milk for use with their pigs. Shares in the co-operative were so organised that no individual bloc
could gain control, but apparently did not conform strictly to a one-person-one-vote principle.

Co-operation and Victorian protectionism

Shepparton’s success, and the experience of New South Wales Sou’coasters migrating into
the Gippsland region, saw support for co-operation grow. Co-operative creameries rapidly
developed throughout Victoria. The expansion of production which followed exceeded Victorian
requirements and soon saw pressure build to place surpluses in foreign markets. ‘Foreign’ could
mean interstate or international markets and, theoretically, after Federation, constructed on a
Constitution guaranteeing free-trade between states, there would be nothing preventing either.
With refrigerated vessels now available for transportation throughout Australia and overseas, the
Victorian government assisted farmers financially to build and equip factories and provided export
bonuses to lead a Victorian milk-producer export charge.

Like their New South Wales counterparts, these early Victorian co-operatives were obliged to
register as companies. Indeed, the 1876 Industrial and Provident Societies Act, which contemplated
co-operatives but made no provision for primary producers, was not amended usefully until 1928,
long after New South Wales had legislation for co-operatives. Early Victorian dairy co-operatives
developed also in a period of economic depression in the 1890s, unlike some in New South
Wales which had operated for almost a decade before the economic downturn. It is possible that
these factors, in addition to the colony’s prevailing protectionist sentiment, influenced Victorian
dairy farmers in secking government intervention and adapting co-operative principles in ways
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unacceptable to ‘genuine’ free-trader dairying co-operatives in New South Wales. Certainly,
strained relations between the New South Wales and Victorian dairy co-operative movements
helped shape twentieth century Australian co-operation.

Organising a Victorian dairy co-operative movement

In the approach to the English CWS visit in 1896, W G Nuttal, an ex-CWS director and then a
gentleman farmer in Victoria, and W Bateman, ‘a co-operative expert [who] knew co-operation in
Argentina and New Zealand’, delivered hundreds of lectures around the colony on the subject of
co-operation, urging the development of a Co-operative Dairy Distribution Society ‘to co-ordinate
trade with the British consumer movement’. Bateman was sent by the Victorian government to
greet the CWS visitors when they disembarked in Port Adelaide and he escorted them through their
Victorian itinerary, including a visit to Warrnambool and to Nuttal’s property.

As noted eatlier, a Melbourne-based Central Co-operative Association emerged from the CWS
visit, led by Rochdale enthusiasts John Ross and his protégé, T M Burke. Ross and Burke argued for
a Rochdale-style wholesale linking Victorian consumers and producers and trading independently
of the proprietary system with English CWS. Burke travelled extensively throughout Victoria,
Western Australia and Tasmania seeking support for this idea. John Ross lectured and published
on a ‘Co-operative Union of Farmers and Consumers’ with independent co-operative banking and
finance facilities and the co-operative manufacture of farming implements — an embodiment of the
Rochdale ‘Co-operative Commonwealth’ idea. There was some interest, as evidenced by the large
number of audiences Burke and Ross addressed, but farmers generally dismissed the scheme as
impracticable. Nevertheless, a company, the Victoria Butter Factories Co-operative (Limited) did
form from these meetings, designed to rationalise costs and co-ordinate the efforts of proliferating
small co-operative factories. This co-operative company was quickly infested with profiteers and
speculators, however, and was required to alter its articles of association to prevent an immediate
take-over by ‘dry’ shareholders.

English CWS Agent R ] Fairbairn, meanwhile, also toured the colony canvassing support for
a distribution house similar to Farmers and Settlers in New South Wales and reaching a supply
arrangement with some co-operative and proprietary butter factories in north eastern Victoria
and the Gippsland region. No further details have come to hand. We do know, however, that by
1905 there were approximately 100 co-operative dairy factories operating in Victoria and a great
exporting industry had begun.

State governments investigate co-operative dairying
With no stable co-operative agency in place to supervise export product grading and quality
control, however, CWS officials looked to government for market support, communicating this
in New South Wales through the Co-operative Advisory Council. The New South Wales Dairy
Industry Bill followed in late 1902, a landmark in the regulation of New South Wales” primary
industry. Significantly, the impetus for this came from sections of the co-operative movement
itself, responding to English CWS demands. Charles Meares personally opposed the Bill, but with
Coastal Farmers faltering, the Victorians stealing a march in exports and anxious not to offend
potential customers, he quickly fell into line. Already, the state was moving into an organisational
void left by the co-operative movement and the intervention could only expand.”

Acting ona Victorian precedent, a few weeks later the New South Wales Governmentannounced
plans for a state-owned experimental dairy factory at Berry on the south coast to produce a ‘standard
quality’ butter, and appointed Fairbairn as manager. A journalistic war erupted between Meares
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and the English CWS agent with Meares accusing the government of attempting to ‘invade the
producers’ realm’, a phrase he often used, and to ‘muddle co-operation with regulation, the way it is
developing in Victoria. He blasted Fairbairn for litigating against South Australian wheat growers
for allegedly supplying inferior grain, charging that such ‘slander against farmers’” was the price of
dealing with ‘bogus’ co-operators who pandered to government intervention. Responding to these
allegations, Fairbairn offered a large reward to anyone who would help him find ‘the culprit’ and
employed a private detective to follow Meares.?

With fierce competition between butter marketers now developing, including co-operatives,
the Melbourne Age kept up a scathing attack on malpractice in the dairy industry, demanding that
governments do something. A Victorian Royal Commission into the dairy industry, which reported
in 1904, unmasked a system of ‘secret rascality [by which] a number of harpies were strangling
dairy men...of their just profits’, and recommended support for ‘genuine’ co-operatives to rid the
industry of this ‘secret circle’. The Royal Commission linked Fairbairn and New South Wales and
Victorian shipping agents to a system of secret rebates to secure cargoes and price fixing, in which
some operators were acting both as agents and merchants, with absolutely no benefit to consumers.
Commissioners described grave irregularities in the management of co-operatives, where ‘shady
business practices’ existed and recommended that the government introduce a bonus scheme to
encourage the establishment of butter factories and cheese factories to promote exports. Acting on
this recommendation, the Victorian government channelled £233,000 directly into supporting the
dairy industry, setting a precedent for government intervention in co-operative development and
clearly at odds with Meares’ autonomous industry self-regulation position. The New South Wales
and Victorian dairy co-operative movements were splitting along ‘free-trade — protectionist’ lines,
a division which would prove to be disastrous for Australian co-operative unity.

Fairbairn, who had initially sought to use the Victorian Royal Commission as a platform from
which to hurl abuse at Meares, now found himself answering charges that the P & O Shipping
Company had been paying McMillan’s and other agents (unnamed) a 3 per cent commission for
butter cargoes. The former CWS agent had been exposed as simply another ‘middle man’. Fairbairn
countered that this had ‘only become necessary [because] Meares and his cohorts [were] bribing
away factories and engaging in peculiar and questionable tactics damaging to the co-operative
movement.” Meares replied that McMillan’s had nothing to do with co-operation and demanded
that the New South Wales premier, the Liberal free-trader Joseph Carruthurs (later, an architect of
the 1923 Co-operation Act), conduct an independent inquiry in Sydney.

The ensuing inquiry confirmed that a ‘possible fraud had been perpetrated by the representative
of the Manchester CWS under instructions from Farmers’ and Settlers’ Co-operative Society,
implying strongly that McMillan’s had operated to the disadvantage of producers but concluding
vaguely, “We regret that we are unable to further investigate’.?’

Here was a scandal: the former disciple of ‘international co-operative brotherhood’ linked to
possible fraud and co-operation described by Victorian Royal Commissioners and a Sydney inquiry
as something manipulated by a ‘secret circle’ to the detriment of both consumers and producers.

Revelations from the Victorian Royal Commission and New South Wales inquiry rocked
the dairying co-operative movement obliging Meares to move quickly to rally the ‘genuine’ co-
operative troops. The general manager called a meeting at Berry where he declared ‘Fairbairn,
not co-operation’ to be a failure, alleging that over £10,000 had been spent trying to discredit
him and the ‘genuine’ co-operative movement. To a standing ovation Meares announced that
Coastal Farmers had overhauled McMillan’s as the major butter exporter to Britain. Meares and
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co-operation received three rousing cheers. He intensified calls for an ‘Australian Committee’ to
defend the interests of ‘genuine’ Australian producers in Britain, implying that the consumer-
dominated English CWS could not be trusted to do this:

Relations between the two great bodies [the English CWS and Australia dairy producer co-
operatives] are limited in extent and ultimately they have opposite interests. One produces
food to sell and one buys food to consume. A direct relationship between these opposites reduces

competition and ultimately reduces prices, which is not in the interests of the producer.?®

The Western District Co-operative Produce Company

From out of the turmoil of the Victorian Royal Commission and revelations that the industry was
rife with corruption and malpractice, a new and influential Victorian marketing co-operative arose:
the Western District Co-operative Produce Company (hereafter, “Western District’). Six companies
at Colac, Grassmere, Framlingham, Koroit, Warrnambool and Rosebrook became shareholders in
the co-operative which was formed:

...to undertake the marketing of dairy produce within Australia and overseas [and to]...
refrain from speculation, to rely wholly upon consignment commissions for income, to maintain
legitimate values and to bring producers and consumers closer together, [while] giving the laws

of supply and demand free play.

The co-operative’s policies included ethical business practice, one week’s credit (no more),
direct selling by-passing proprietary agents, weekly cheques to farmers and, in the interests of
solidarity, a refusal to accept divided consignments from suppliers. By steadying markets, Western
District hoped to suppress the speculative control of prices then prevailing, which was destabilising
the industry and producing unpredictable and inequitable returns to producers. Harry Osborne
was appointed manager.

Harry Osborne and Western District

Harry W Osborne was the son of British immigrants who had been lured to Victoria by gold. He
worked as a journalist, editor and a municipal secretary in the Warrnambool Shire. Osborne was
appointed manager precisely because he had had nothing to do with the industry and because he was
known and trusted by some of the new co-operative’s directors.

Osborne’s immediate task was to launch the co-operative. This was not straightforward. The
Commercial Bank would only finance Western District if directors accepted ‘joint and several’
responsibility for security, a risk which farmer-directors were unwilling to take. A way was
found through the impasse involving a ‘mutually beneficial arrangement’, the nature of which is
unknown. We do know, however, that Osborne and his directors were compelled to provide ‘greater
security’ for investors, who, by 1905, included wealthy pastoralists with an interest in dairying
— ‘dry’ shareholders. A new charter was drawn up and although this appears to have been basically
co-operative in complexion, no clear reference was made to voting practices and it is not known
whether the restructured co-operative operated on a weighted voting system or on a one-person-
one-vote basis. The point for our discussion is that the co-operative would almost certainly have
failed to operate if purely co-operative principles had not been waived.?

Leading Melbourne agents and merchants refused to take Osborne or the new co-operative
company seriously and were determined to drive Western District out of business. Osborne
found it impossible to distinguish friends from enemies with proprietary agents and distributors
courting him and offering inducements to deal with them. When this did not work they sought
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to undermine Osborne’s credibility among shareholders and customers. Proprietors approached
individual farmers, offering to pay them more than the co-operative for consignments. Farmers
knew why they were being offered more — because the co-operative existed, and they held firm!
Proprietors engaged a private detective to follow Osborne’s every move. Wherever the manager
alighted in his travels, an agent would be on the next train. Osborne spent much of his time refuting
‘insidious attacks by agents who resorted to all means possible to create distrust and suspicion of the
co-operative’ and was repeatedly offered bribes:

1 was constantly on the war path, stirring to build up business in Melbourne and rushing off

to the country to meet a threatened breakaway. I stated that we were fighting for the principles

of Co-operation and against proprietary-ism and that we were at war with a system which
had proven to be detrimental to the interests of a great industry...Every ton of butter given

to proprietary interests was so much ammunition in the hands of enemies of co-operative
marketing. I addressed many meetings and wrote articles to many newspapers advocating the
principles of co-operation.’’

In Melbourne secking sales rooms, Osborne was treated to a ‘warm’ reception by agents and

wholesale merchants who made jokes about the new co-operative:

One firm had placed whiz bangs and crackers under the door and these exploded as we entered
their office. Of course we were startled and then there were roars of laughter from the principals
and staff. This was one example of the contempruous regard for the ‘invaders’, as one of them
explained it.

The Western District executive was required to exercise great caution in recruiting because it
was known that agency firms were trying to infiltrate the co-operative to gain ‘insider’ knowledge
and to foment distrust and suspicion among shareholders. Indeed, the co-operative did have
enemies within, including the export agent, employees of which were quietly seeking to derail it.
When Western District withdrew all business from the company, it countered by seeking to obtain
consignments direct from individual factories. Again farmers held firm. Subsequently the offending
company lost its butter business and closed down all of its dairy produce branches throughout
Australia.”

Returns to farmers supplying Western District improved appreciably, amounting to hundreds of
thousands of pounds over the next thirty years. Producers elsewhere in Victoria emulated the model,
for example the Gippsland Co-operative Produce Company and even proprietary competitors,
including the Victorian Butter Factories Co-operative, which adopted the co-operative’s policy of
selling direct to retailers.

The Gippsland Butter Factories Co-operative Produce Company Limited

In 1906, the Gippsland Butter Factories Co-operative Produce Company Limited (later, Gippsland
and Northern Co-operative Company Limited, [hereafter, G & N]) was formed, assisted by
Western District. Eatlier, five Gippsland factories had entrusted butter sales to Western District
but the quality of butter supplied did not match the latter’s standards, affecting prices. With
proprietary agents exploiting disagreements between suppliers, some Gippsland farmers returned
to them. Agents then circulated rumours that Western District was losing business because it could
not afford to pay market rates. In response, Harry Osborne suggested that Gippsland farmers form
their own co-operative to beat ‘city speculators’. They did so, but, soon, G & N was faltering in
Melbourne markets. Western District again assisted, making space available on its selling floors,
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Leongatha Butter & Cheese Factory (early 1900s)
Photo courtesy of Murray Goulburn Co-operative Co Limited.

bringing G & N into association with a network of buyers. Soon the new co-operative took off, ably
guided by General Manager A W Wilson of Mirboo North, who remained manager until 1948. A
grain department was added and later sections for seeds, livestock, land sales, merchandise (including
co-operative oil from the United States), farm machinery and a seed cleaning plant. In 1911 G &
N purchased headquarters in Flinders Lane, Melbourne, and later joined with Victorian Butter
Factories Co-operative and Western District in a joint box-manufacturing complex at Yarraville. In
1914 the co-operative was renamed G & N Co-operative Selling and Insurance Company Limited
and began publishing a weekly, 7he G & N Co-operator.’*

Disagreement over co-operative marketing models: 1906-1910

In New South Wales, meanwhile, C E D Meares’ grand vision of a ‘co-operative government of
prices’ in domestic markets, to be achieved through the co-operation of farmer co-operatives and
an Australian Committee in London for exports had failed to attract much support. With regard to
domestic markets, most Victorian producers were suspicious of any Sydney-based scheme and many
farmers, particularly Western District suppliers, were now openly endorsing direct government
intervention in the dairy co-operative movement — an absolute anathema for Meares. G & N was
drawn to Meares’ idea but doubted the capacity of farmers to organise such a thing. The northern
New South Wales co-operative, Norco, was non-committal, considering an independent marketing
system linked to a proposed co-operative shipping line carrying north coast New South Wales
produce out of the Macleay River. The cold climate Berrima Co-operative Society in the southern
highlands was not interested. The Sydney Morning Herald doubted also that sufficient support
would ever be found for Meares’ export proposals, even if co-operators could agree, because the
scheme would offend ‘certain interests’, specifically private merchants who would resist any attempt
to weaken their hold on overseas marketing.
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The Commonwealth Government enters the field
In 1905 the Commonwealth Government, flexing new constitutional muscle under external powers,
passed the Commerce Act, by which it entered the field of export product quality control.

In April the following year the government convened a major exports conference in Melbourne,
bringing together manufacturers, importers, exporters and co-operative dairy producers to review
the legislation. Here, W E Pleasants of the Victorian Co-operative Association (the renamed
Central Co-operative Association) argued for an amalgamated (producer and consumer) Australian
Co-operative Wholesale on the English model, assisted by government export subsidies and income
stabilisation schemes, with production and marketing retained in co-operative hands. The proposal
seems to have been an attempt to reach a compromise between Meares’ (free-trade) and Western
District’s (protectionist) positions. Pleasants called for government aid in establishing a European
(Raiffeisen)-style co-operative bank for financing co-operative production, marketing and other co-
operative enterprises, including the manufacture of farm implements. He spoke of an independent
Australian co-operative sector built upon the economic foundation of primary production, uniting
consumers and producers in a mutually beneficial economic relationship through a giant wholesale
creating a true ‘Co-operative Commonwealth of Australia’.

Meares would not have a bar of it. He told the conference co-operation was about ‘bettering
interests’, not reducing farmer returns through co-operating with consumers. Moreover, he had no
quarrel with private banks and government intervention of any form was simply unacceptable.

Why was Meares so opposed to a co-operative bank? Perhaps he believed it would be repugnant
to English CWS, which already had a Co-operative Bank, and jeopardise plans for an Australian
Committee in London in association with the Manchester giant. Perhaps he was protecting other
financial interests or concerned that such a bank would be Melbourne-based, conferring an
advantage on Victorian producers and possibly leading to financial domination of the co-operative
movement by ‘protectionist’ Melbourne. Maybe he was merely acknowledging that in New South
Wales co-operative banking had been outlawed since 1865 by dint of the /ndustrial and Provident
Societies Act. Whatever the reason, Meares’ opposition to a co-operative bank and a co-operative
wholesale of producers and consumers must be taken into account in assessing the significance of
his role in Australian co-operatives’ history.

The Australian Co-operative Wholesale Society

Within weeks of the 1906 federal conference, T M Burke of the Victorian Co-operative Association
organised another conference where draft plans were drawn up for an Australian Co-operative
Wholesale along lines suggested by Pleasants, but ‘without any other intervening agents’, a pointed
reference to Meares proposed Australian Committee. Burke and John Ross promoted the idea
throughout rural districts and, at a conference in Warrnambool, called for a Co-operative Union
of Producers and Consumers to eliminate merchants and agents through the ‘co-operative middle
way’, combining primary, secondary and tertiary economic sectors in a glorious ‘Co-operative
Commonwealth’.%

An Australian Co-operative Wholesale Society (Australian CWS) formed from this
Warrnambool meeting but attracted little farmer support. Nevertheless, it served as a forum for
national co-operative debate before World War I, convening annually, normally around the time of
the Melbourne Agricultural Show, and bringing together rural and urban co-operators. However,
in 1912, following the collapse of the Civil Service Co-operative of Victoria, with which T M
Burke was associated, Australian CWS disintegrated, the first in a long line of short-lived attempts
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to achieve a cohesive federal co-operative umbrella organisation representing all sections of the co-

operative movement.

The Unity Conference 1909

Charles Meares, meanwhile, left no stone unturned in advancing his Australian Committee idea. A
major obstacle was removed in 1908 when McMillan’s Farmers” and Settlers’ was declared bankrupt.
The general manager quickly organised a long-planned ‘unity’ conference, with the purpose of
creating an independent Australian producer co-operative selling floor in London. Such an entity,
Meares argued on a tour of eastern states and New Zealand, would achieve co-operation’s goals
and ‘beat the commission operators...fend off government and...link [us] with the British consumer
movement’.

The Unity Conference was convened in July 1909 and involved co-operatives from New South
Wales, Victoria and Queensland. Queensland delegates announced that they were ready to join
with Coastal Farmers in an overseas marketing venture, but Norco, concerned that a Sydney axis
might compromise its market position, agreed only to ‘investigate the idea further’. The Victorian
co-operatives present consented only to a pilot scheme for the promotion of Australian products
and the researching of market potential abroad.

Armed with this weak mandate, Meares left for Britain in 1910 seeking to realise his grand
vision — an Australian Committee of Co-operative Producers trading into English markets.?*

Calls for government intervention grow

Support for direct government intervention in dairying was growing, however, both within
the industry and inside the federal Fisher Labor Government. In 1911 and again in 1913 the
Commonwealth Government sought powers through referenda to regulate trade between the states.
Unsuccessful, it looked to strengthen control of export quality and packing standards through
external powers. In 1912, the government appointed a Royal Commission to inquire into the food
industry, which recommended governmentsponsored produce departments in all states for the
conduct of exports. Nothing concrete came from this before World War I, but the recommendations
were a clear indication of federal thinking.

Afederal tendency toward intervention was reflected at state level. In New South Walesa Holman
Labor Government Royal Commission into profiteering in the wool industry in 1913 attributed this
to the absence of a single co-ordinating pricing authority. Commissioners recommended that the
New South Wales Department of Agriculture take a more active role in the affairs of distributive
agencies, including co-operatives, foreshadowing regulation. Thereafter, the department was more
pro-active in the affairs of rural co-operatives, developing Agricultural Bureaux as part of a general
thrust towards a ‘more planned and better organised economy’. Although progress was slow before
the war, Agricultural Bureaux proliferated after 1918, forging close ties between the department
and rural co-operatives (discussed in Chapter Two).

Co-operation is criticised

As these events unfolded, in London Meares’ embryonic ‘Australian Committee’ was coming
under fire from the Australian High Commissioner Sir George Reid, who accused the committee
of ‘associating with proprietary agents in a way that is nothing short of a scandal’ and of butter
blending and profiteering to the detriment of Australian producers. Unsubstantiated allegations
resurfaced of ‘secret circles” in the co-operative movement, who had combined to drive up prices,
prompting unionists and newspaper editors to demand government intervention. Meares responded
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by attacking ‘union aggression’, condemning government intervention in industrial relations and
advocating co-operation as a ‘middle way’ between the extremes of market corruption and political
extremism. Only through co-operation, Meares argued, could farmers retain control of their
industries and not forfeit this to bureaucrats and proprietors.

Following a successful trade union submission to the Arbitration Commission (for industrial
relations), resulting in a pay increase for rural workers, Meares joined with the Chamber of
Commerce to ‘fight socialistic and governmental encroaches on liberty’. Union leaders counter-
charged that price fixing was rampant in the dairy industry where co-operatives predominated,
arguing that it was anomalous, anyway, for the co-operative movement to be free to set prices while
the price of labour itself was regulated by an independent tribunal.

Then Meares was embarrassed by an incident involving Coastal Farmers’ Leeton canning
operation, which collapsed. The government rescued the plant for nakedly political reasons. Meares
did not complain. Clearly he did see a place for government intervention where the absence of it
meant financial ruin. Equally, the experience eloquently demonstrated to government that co-

operation was no panacea in developing rural production.”

The Victorians organise

As Meares organised in London, Victorian co-operative companies proceeded independently in
developing British markets and a ‘co-operative government of prices’ for domestic markets. Both
Western District and G & N had agents acting on their behalf in London before World War
I. Indeed, Victorian domestic markets were governed by the parity of prices ruling in London
(including transport costs and other fees) with prices set at regular Friday afternoon meetings
between Western District, G & N and Victorian Butter Factories, where market conditions were
discussed and prices for butter and cheese fixed for the following week. Other agents generally
accepted prices so fixed. Later, proprietary manufacturers were invited to join this committee,
in which co-operative companies held the whip hand. In New South Wales, on the other hand,
the marketing of dairy products was still very much a free-for-all, ironically, making the need for

regulation even greater.

Significant achievements on the eve of war

By the eve of World War I the eastern Australian dairy co-operative movement, barely thirty five
years old, could boast noteworthy achievements. More than 70 per cent of all dairy products were
processed in co-operative factories and marketed and distributed through co-operative agencies.
Co-operatives had weathered sustained attacks by ideological and market rivals and had driven
competitors from the field. Communities had developed around hundreds of dairy co-operative
factories, scattered along the coast and hinterland and elsewhere throughout Australia. Selling
floors in major cities had been established providing producers with better returns and eliminating
middle men. Progress had been made in engaging British markets, particularly the English CWS.
But now wartime emergency regulations suspended co-operative development for seven years, to
1921. Everything was about to change.*

Co-operation through World War I: emergency regulations set a precedent

The Commonwealth War Precautions Act of 1914, which imposed compulsory conditions on export
trade, was complemented by state legislation committing governments to the maintenance of
supplies and in some cases the regulation of prices. For the dairy industry this meant that surplus
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butter was purchased by the imperial government at prices arranged by Prime Minister W M
Hughes often without consultation with the industry. No objection was raised at the time out of a
sense of patriotic duty, but market conditions were quite chaotic, especially for shipments of butter
and cheese.

Severe drought in the eastern states in 1914 and 1915 saw farm production plunge. Milk
prices nose-dived, local shortages developed and allegations of profiteering in the dairy and wheat
industries intensified, forcing governments to act more determinedly in the control of prices and
supply. As charges of malpractice grew, the co-operative movement continued to disagree on how
to counteract this, creating a policy vacuum. Secking to assist a beleaguered industry, the federal
government created the Federal Butter Advisory Committee to provide guidance on production.
Various states passed legislation to assist farmers obtain credit. A march of regulation was beginning
which would eventually engulf co-operative development.’”

C E D Meares had no quarrel with advisory and financial assistance, announcing that he was
prepared to co-operate with governments in ‘solving problems too big for the industry to solve
itself’. Meanwhile, however, he organised conferences to ‘unite producers in safeguarding the
industry against the desire of governments to get control’.

Charges of commodity profiteering in the dairy industry peaked in 1915. The Sydney Morning
Herald, for example, declared:

The leaders of the butter industry have raken the law into their own hands...Consumption
is to be checked by higher or probibitive prices...The law is ignored for the butter industry is
a law unto itself... The co-operative principle as practised by the butter industry is a sham. ..
Co-operative control today attempts ro dictate to parliament and the public alike.

Meares sued the Herald claiming that it implied that he was ‘incompetent, used underhand
tactics, had conspired to deceive, was given to untruth, had taken advantage of the drought and had
flouted the law’. But a court and a court of appeal declared that the defamation had been against
co-operation, not Meares.

As prices continued to soar Melbourne unionists struck in January 1916 to prevent further
exports of wheat and butter. In response the Hughes Government passed the War Precautions
(Prices Adjustment) Regulations Act, establishing a Commonwealth Price Adjustment Board, which
consisted of a commissioner from each state armed with a brief to ‘prevent a rise in prices to export
parity’.

It is difficult to know whether the co-operative dairy industry had been profiteering, and if
so to what extent. Certainly higher prices were being demanded of local consumers as crammed
cargoes left for Britain, but whether this related to imperial war-time demand, drought, dislocated
shipping channels and lost cargoes, or all or some of these, is uncertain. Nevertheless, community
outrage and parliamentary passions had been aroused by a combination of shortages and high
prices and farmers, including co-operative farmers, were identified with this. Indeed, co-operation
in the dairy industry was now linked in the public mind to higher prices for food, providing a
rationale for further state intervention in agriculture and, as a corollary of this, interference in
co-operative affairs. A central point for discussion is that governments were simply responding
responsibly to allegations of malpractice in acting to regulate and were not invading the field as
Meares would suggest, a field left vacant in any event by divisiveness and vacillation in the rural
co-operative movement, particulatly tetchiness between New South Wales and Victorian dairying
co-operatives.*®
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The Primary Producers’ Union

Adamant that the Price Adjustment Board was a tyrannical encroachment upon the freedom of
farmers to organise their own industry, and seeking improved producer representation, Meares
worked with farmers, mainly in northern New South Wales, to form the Primary Producers’ Union
(PPU) to ‘defend and put forward an independent farmer view’ and oppose any legislation which
interfered with existing export market arrangements. The PPU forged close links with the Dairy
Farmers’ Association and the Farmers” and Settlers’ Association. Farmers were discovering a political
voice, eventually taking the form of the Country (National) Party (discussed in Chapter Two).

‘Orderly Marketing’

Not surprisingly, relations between the dairy co-operative movement and the New South Wales
Labor government deteriorated dramatically in 1916 when, after importing butter from the United
States to meet production shortfalls, the government found itself with a heavy carry-over of inferior
quality butter, which it was forced to sell at a loss. The government reacted by appointing a Royal
Commission to investigate rural industry and trade. This recommended that ‘orderly marketing’ be
achieved legislatively and that legislation specifically for co-operatives be enacted. The summations
of the Royal Commission and a complementary Federal Royal Commission were that voluntary
systems were unworkable in a federal setting, particularly as co-operatives were hamstrung by
states’ laws. Constitutional doubts surrounding these recommendations, however, prevented the
commonwealth from acting and, with state governments confined by war-time regulations, a
stalemate was reached. Nevertheless, a rationale for the post-war statutory regulation of markets
existed and legislation for co-operatives was seen as part of this. Whether voluntary co-operation

and statutory regulation were actually compatible, however, remained unclear.”’

The pooling of commodities

The tendency towards government intervention in rural industry accelerated in late 1916, when the
Hughes Government, responding to union calls for a more planned economy, convened a Melbourne
conference to discuss constitutional methods of pooling shipping to overcome interruptions and
shortages. This agenda was broadened by Western Australian delegates W D Johnson (Labor
MLA), a Rochdale consumer movement stalwart (discussed in Chapter Six), and G L Sutton of
the Western Australian Department of Agriculture, to include the pooling of whole commaodities,
co-ordinated by uniform (statutory and co-operative) national handling and marketing authorities.
Johnson saw no contradiction between statutory pooling and the co-operative voluntary principle,
arguing that it was simply a matter of farmers retaining democratic control over the entire process.
However, many farmers; dairy farmers in particular; were opposed, fearful of pooling’s impact on
reputations and premiums for regional quality. C E D Meares persisted in opposing azy government
involvement, on principle.

Farmer concerns were allayed somewhat when Prime Minister Hughes announced that his
government would guarantee funds to develop a national pooling scheme. He also assuaged doubts
about ‘creeping socialism’ by emphasising that co-operative autonomy would be respected, provided
co-operatives observed a ‘public responsibility’. Hughes also foreshadowed a Commonwealth Pools
Committee comprising representatives of the sugar, wheat and dairy industries to assist in the
drafting of a Commonwealth Pools Act to regulate the scheme. The proposed legislation would
specifically prevent co-operative factories and mills from exporting until a quota of best quality
produce had been allocated for local consumption and would form the basis of government-to-
government trading between the Australian and British governments.
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Again, it might be noted that the initiative for statutory control came from elements of the
co-operative movement, specifically W D Johnson supported by the (Victorian) Western District
Co-operative and was not simply the machination of power-hungry governments.*

Acting promptly upon recommendations from the 1916 conference, T'M Burke, representing
the Victorian Butter Factories Co-operative, organised a Co-operative Butter and Cheese Conference
to plan for a national dairy produce pool, which would give expression to the Commonwealth Pools
Act. Meares, predictably, objected, continuing to argue for voluntariness, free-trade and the co-
operative regulation of industry and prices. It was clear by now, however, that he was out of step
with industry opinion and, again, the Victorians, specifically T M Burke and Harry Osborne of
Western District, carried the debate. An old world nineteenth century view of co-operation as
a transformative philosophy and basis for voluntary industry self-regulation was giving way to a
twentieth century concept where co-operatives simply functioned as one stakeholder along with
proprietors and governments in a regulated ‘orderly marketing’ regime.

The Commonwealth Dairy Produce Pools Committee

A Commonwealth Dairy Produce Pools Committee, ‘upon which each state and all interests would
be represented, also nominees of the federal government’, was established briefed to function
for the duration of the war and until three years after. Its objectives were to stabilise prices and
equalise returns to producers in both local and overseas markets. T M Burke was elected chairman.
Complementary state legislation was to be enacted to establish Advisory Boards, co-ordinating the
pools” operations. Dairy factories, including co-operatives, were required to ‘contribute their quota’
to the local market and provide information assisting the determination of prices. Subsequently the
British government agreed to take all Australian surpluses at satisfactory prices.

Here was Meares’ ‘co-operative government of prices’ in a nutshell, but it was neither industry-
regulated nor voluntary. On the contrary, it was state-regulated and compulsory. Furthermore, the
Dairy Produce Pools Committee included a// interests: co-operative; proprietary and government;
in what amounted to their mandatory co-operation in assured markets. In effect, the Pools Act
contemplated a tripartite division of labour: supply, processing and distribution for co-operatives;
manufacturing, marketing and services for proprietors; and underwriting, regulation and
administration for governments. Historically, the act simply institutionalised relationships which
had existed informally for years and for which co-operation had no answer, while extending to
governments a power which they had not previously possessed. The question now was: would
governments vacate the field in 19212 Certainly Meares was adamant that they should, engaging
in what Harry Osborne described as ‘underground engineering’ to have T M Burke removed as
chairman and the powers of the Pools Committee truncated.”

A weak co-operative legacy

By the end of World War I the shape of the twentieth century Australian rural co-operative
movement was set. Already a deep antagonism divided rural co-operatives, on the one hand,
and consumer co-operatives and the labour movement, on the other, from which Australian co-
operation would never recover. Doubts had arisen about co-operation’s theoretical bona fides, which
had only been selectively applied by farmers for their exclusive benefit. Co-operation was linked in
the public mind with ‘secret circles’ and rising consumer prices, inviting government intervention.
A credibility gap existed between co-operation’s grandiose claims and its practical achievements, for
instance, ‘international co-operative brotherhood’, which was perceived to be simply rhetoric. The
geographically-dispersed dairy co-operative movement was parochial, sectional and, apart from a
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few enthusiasts in Victoria, unconcerned with the interests of consumer co-operatives. A limited co-
operation had taken root in dairying, narrowly focused, utilitarian and wholly dedicated to farmer
betterment. Already co-operatives had revealed capitalisation problems, vulnerability to sudden
change and had been confined to the relatively simple economic functions of supply, handling,
processing and distribution. Opportunities to establish a co-operative domestic marketing system
and co-operative banking, manufacturing and retail operations had been squandered, largely
because the co-operators could not agree on their desirability. The case for federal co-operatives’
legislation and a Co-operative Union promoting co-operation to governments and the public had
been put and lost. Poorly served by legislation, co-operatives remained a states’ responsibility in a
federal environment, where free-trade between states was constitutionally guaranteed. How could
farmer co-operatives construct a strong movement on these fragile foundations?

For co-operative campaigners like C E D Meares after 1921, when war-time regulations lapsed,
it would no longer be a matter of resisting government intervention, for that was an established fact,
but of constructing superior models to state-managed ones. The historical evidence so far suggested
that the co-operative movement lacked a capacity for this.
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Chapter Two

A March Of Regulation:
FARMER CO-OPERATIVES IN THE INTER-WAR YEARS

Introduction

In the period between the world wars a nineteenth century idea of co-operation as a form of
transcendental voluntarism of high moral order gave way to a more practical view. The change
had begun before the war and was simply accelerated by it. Co-operatives came to be seen by
governments and farmers alike as merely useful business structures for enhancing agricultural
productivity and developing new primary industries often linked to ambitious rural settlement
schemes associated with British immigration and investments. Increasingly, co-operation became
something governments legislated for rather than an autonomous self-help movement, a tendency
aided by the co-operative movement’s own disunity and inability to sensibly manage markets
and stabilise prices and incomes at industry level. Voluntarism was shown to be not up to the
task of regulating industry, paving the way for statutory marketing authorities (SMAs) and other
protectionism.

Resistance to regulation by co-operative advocates was essentially a rearguard action for the
precedent of government intervention established during the war was a relatively easy one to continue
and extend. Primary producers, particularly those in new industries or in post-war rural settlement
schemes, became accustomed to price stabilisation and market controls in the seasons to 1921,
when wartime emergency regulations were removed and the idea that government intervention was
desirable gained widespread support. In the process, Charles Meares’ pre-war dream of industry
self-management through a ‘co-operative government of prices’ was converted into a powerful
example of Australian agricultural socialism. As Meares predicted SMAs severely narrowed the
scope for co-operation, limiting it to relatively simple economic functions, retarding development
and confining co-operation to a state-based level of operations.

The following chapter explores facets of this process with particular reference to dairying
including:

o partially successful efforts by co-operators after World War I to co-operatively organise

overseas markets;

o the re-shaping of co-operation by emergent farmer political groups;

o the failure of voluntary co-operative schemes to regulate the domestic dairy industry and
the fillip this delivered to SMAs;

o efforts to encourage co-operation as an alternative to SMAs in New South Wales and how
legislation to achieve this confined co-operatives while doing nothing to stem the march of
regulation; and

o how Australian co-operation was retarded at the end of the period as another world war
began.!
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(i) The Co-operatives Organise Overseas Markets

The Australian Producers’ Wholesale Co-operative Federation 1918

A May 1918 Melbourne co-operatives” conference, inspired by Western Australian Labor MLA
W D Johnson, brought together twenty-five co-operatives and co-operative companies from all
Australian states and New Zealand with the idea of forming a national producers’ wholesale for
exports. Co-operatives, co-operative companies and proprietary companies represented at the
conference included:

Victoria:

% Victorian Producers’ Co-operative Company;

o Western District Factories’ Co-operative Production Company;

% G & N Co-operative Selling and Insurance Company;

% Victorian Butter Factories Co-operative Company;

% Victorian Orchardists’ Co-operative Association;

o Geelong District Farmers’ Co-operative Association;

o Western and Murray Co-operative Bacon Curing Company;

o Goulburn Valley Industries Company; and

o Wimmera Inland Freezing Company;

New South Wales:

o Coastal Farmers’ Co-operative Union; and

o Farmers and Settlers Co-operative Grain Company;

South Australia:

o South Australian Farmers’ Co-operative Union (SAFCU); and

o Farmers Producers’ Co-operative Limited;

Queensland:

% Downs Co-operative Bacon Company;

o Queensland Co-operative Fruit-growers’ Company;

% Rural Industries (Queensland) Limited; and

o Queensland Cheese Manufacturers’ Association;

Western Australia:

o Westralian Farmers;

Tasmania:

o Tasmanian Orchardists’ and Producers’ Co-operative Association; and

o Farmers, Stock-owners and Orchardists’ Association.

Pre-war disagreements over co-operative development strategies quickly resurfaced, with most
Victorian delegates seeking retention of the existing pooling system and, predictably, Meares and the
free-trade camp opposed, arguing that it would be unconstitutional and calling for a strengthened
‘Australian Committee’ of co-operative producers in London with links to the English CWS. The
situation was complicated by disagreements among the Western Australians. While W D Johnson
was not averse to government aid for co-operatives, seeing this as not necessarily inconsistent
with self-help, other Western Australians, notably Basil Murray of Westralian Farmers, supported
Meares. On the other hand, benefiting from sympathetic state legislation, which many easterners
thought encouraged ‘bogus’ co-operation, Westralian Farmers’ delegates flatly rejected calls for
national co-operatives’ legislation, which Meares now supported, while strongly supporting the
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The Bega butter factory (c1950s) .
Photo courtesy of Bega Co-operative Society Limited.

idea of a Raiffeisen-style bank for rural industry, to which Meares remained implacably opposed. It
would ever be thus —a fractious Australian co-operative movement unable to agree on the key issues
of national representation, federal legislation or a co-operative bank.

Nevertheless, the conference passed a resolution to form a provisional committee of an ‘Australian
Producers’ Wholesale Co-operative Federation’ (APWCEF), designed to replace government-run
commodity pools in the post-war period and build trade with the British co-operative movement
and other Empire markets. Significantly, the Victorian co-operative companies, Western District
and Victorian Butter Factories, dissented, signalling an intention to press for the maintenance of
pools. A provisional committee for a ‘Co-operative Federation of Australia’ was also formed but
only the Western Australians acted on this with any resolve, forming the Co-operative Federation
of Western Australia (CFWA) in 1919 (discussed in Chapter Six).

When the APWCEF was formally constituted in Melbourne in 1919, the organisation included
affiliates from all mainland states. The federation’s objectives included: establish direct trading
links between the ‘Australian Primary-Producer Co-operative Movement and the English CWS;
build a co-operative basis for collective sales purchases and distribution of produce and requisites in
rural production (to replace pools); and safeguard and advance co-operative enterprise, including
adequate representation on any government pool or board. The charter extended to trading,
shipping, merchandising and manufacturing but there was no mention of a co-operative bank or
co-operative principles.

The Co-operative Insurance Company (CIC)

In 1918, G & N joined with Western District to establish Co-operative Insurance Company (CIC)
of Victoria. Within a year 1,000 farmers had transferred policies to the new company and 160
agencies had been established in butter factories throughout Victoria. The company’s name was
changed to CIC (Australia) Limited in 1919 when the South Australian Farmers’ Co-operative
Union (SAFCU) and the Victoria Butter Factories took shares. Tough negotiations between the
APWCEF provisional committee and recalcitrant Victorians continued through 1919. Finally, in
1921, in order to get Victorian dairy producers into the federation, Meares applied for 3,000 shares
in CIC, bringing in the Producers’ Co-operative Distributive Society Limited (PDS), which had
formed from an amalgamation of Coastal Farmers’ and Berrima District Farm and Dairy Company.
CIC branches were later opened in Brisbane and Hobart.

[29]



Reluctantly conceding to Melbourne APWCEF’s national headquarters, Meares insisted that
the Victorians cease calling for government involvement in primary industry after 1921, when war
time regulations would lapse. The Victorians ambiguously consented.?

Overseas Farmers’ Wholesale Co-operative Federation

Meares and Basil Murray of Westralian Farmers then travelled to England to negotiate APWCEF’s
affiliation with the English CWS. There they encountered Western District’s Harry Osborne, sent
by the Commonwealth Dairy Produce Pools Committee to seek accreditation and access to British
markets through the pools. Furious, Meares joined with New Zealand delegates, who were also
attending the British Government, to undermine Osborne by broadcasting that the pools would be
unconstitutional after 1921. Following acrimonious exchanges between the Australians, Osborne
returned with no progress to report. Clearly, the co-operative ranks, particularly in dairying, were
bitterly divided.

In Manchester Meares and Murray met with English CWS officials and representatives of other
empire co-operative movements to form the Overseas Farmers’ Wholesale Co-operative Federation
(hereafter, Overseas Farmers), described as a ‘mutual purchaser system of direct indenting’.
Overseas Farmers included as shareholders English CWS, APWCEF (the biggest single shareholder),
the Federated Farmers” Co-operative Association of South Africa Limited and the Farmers’ Co-
operative Wholesale of New Zealand. Rhodesian primary producers affiliated soon after. A E
Gough, of English CWS, was appointed manager, organising branches in nine British cities and
elsewhere in Europe. A subsidiary company, Empire Dairies Limited, opened a selling floor in
Tooley Street, London, handling Canadian, Rhodesian, Irish, New Zealand and Australian dairy
produce and operating a telephone link-up providing futures trading information and monitoring
changes in money values.*

There is no question but that APWCF and Overseas Farmers were successful. By the late
1920s the annual turnover of Empire Dairies amounted to Sterling £10 million. It was the largest
butter exchange in the world handling one-fifth of the total New Zealand and Australian output
with Australian producers accounting for about 80 per cent of this. By 1929 the English CWS was
reported to be the largest individual purchaser of primary produce in the world with Australia its
biggest supplier, most of this trade passing through APWCE, particularly wheat, dairy products
and fruit. Approximately 80 per cent of business handled by Overseas Farmers also originated
in Australia. Australian processed produce — with value added in English CWS factories (not
Australian factories) — was retailed through Overseas Farmers in 8,000 Rochdale co-operatives
throughout Britain and Europe. In return, English CWS manufactures and processed goods
reached many thousands of Australian households through rural societies and trading co-operatives,
agricultural bureaux, produce stores and pastoral agencies. Trade items included farm implements,
tools, hardware, cement, 