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CHAPTER 1
THE ORIGIN OF TIE COYPERATIVE MOVEMENT

History gives testimony of the fact that human
society seldom progresses whem material wealth and
comfort abounds. Then,mapn is satisfied, he has no
worries for the present and in his short sightedness
forgets what the future holds in store for him. He
lives less than he lets himself live in the midst of
a world of plenty. Comes the inevitable period of de-
-pression and he finds himself face to face with the
gigantic problem of providing,not the luxury that mas
once his, but the bare necessary for himself and the
liveliho»d of his dependents. It is only in those dark
moments of his existence that he forcibly pauses to
reflect in order to devise a way to keep distont from
his door black misery threatening to destroy thef comfort
and hapoiness of his home. 1t is in the course of one
of these periods of general economic distress that the
cooperative movement came into existence .

Our present-day co.perative movement traces its
origin to a small group of weavers in the town of Roch-

dale,ngland, but these poor labourers were really not



the inventors of the plan. They based their organization
on already existing institutions, found by Rohert Owen,wlo

is , in fact, the father of modern cooperative socleties.
1 Robert Owmn ( 1771 - 1858)

This great English social reformer was born in Newtow
~town, in North Wales. His father had a smal! business in
Newtown a8 a saddle and iron-monger, and there young Owen
feceived all his school education, which terminated at the
age of nine. After working in a draper's shop for some yeams
he settled in Manchester., His success was very rapid. When
only nineteen, he became manager of a cotton mill in which
five hundred people were employed. His briliiant administ=
ative success permitted him to become affiliated with the
Chorlton Twist Company of Manchester and later with the New
Lanark Mills in Scotland, It is in the capacity of manager
of this latter factory that Robert Cwen began to devise his
social plans for the amilioration of the labourers conditio,

The New Lanark Mills had been operating since 1784, It
had a working staff of about two thousand employees,five hun
-dred of whom were children,brought, for the most part, from
poor houses and other charitable institutions in the vieiniy

of Edinburgh and Glasgow..The children were well kreated,but



the general conditions of the people were far from satisfe
factory. It is this factory population committed to his
care that Owen now set himself to elevate and amiliorate .
he greatly improved their houses, and by the unsparing
benevolent exertion of his personal influence trained them
to habits of order,cleanliness and thrift.He opened a stom
where they could buy of the soundest quality of food and
clothing at only a 1ittle more than the cost price.His
greatest succes was in the educating of the young gener-
-ation ; to this task he devoted special attention . How-
-ever, opposition from his partners led Robert Owen to
oven a new firm in which had a freef hand in putting in
effect his new reforms. Content with five percent of the
profits of the Company he spent the rest in favour of
making the factory and the home a better place for his
employecs, Owen had a philosovhy and it is along the
principles of thés¢ philosophy that he intended to build
a new society., He was convinced that for a great deal of
the vices and degradation of which his employees ;ere victms
they were not al .ne responsibie, but the surroundings a nd

mental circumstances of their existence were the main cause.

These personal ceonvictions indicated clearly the course of

the oriehtation of hhs social efforts.



Hitherto Owen's work had been that of a philanthropist,
whose great distinction was the originality and the un-
-wearying unselfishness of his methods. lie now planned
to second the national government in attempting to all-
iviate the sufferings of the nation., Towards this end
he made several plans,but did not me-t the favoruble ap-
poval of the authorities, He himself decided to put into
execution a new system of community life whereby he expect-
ed to bring relief to pauperism.,

In 1825 , Abram Combe at Orbiston, necr Elasgow, and
Owen 2t New Harmony, Indiana, in Awerica,put his scheme inb
effect. In both of these places, & community of a few hund-
red persons where established of a farm of several thousand
of acres., Here was erected a large community building in wh-
ich each family had its private appartments. lowever, there
was a coumon kitchen and mess-room, after a certain age the

children were removed from the immediate care of thetr par

ents to be trained in common . These organizations met with
considerable appooval by certain popular publicetions.Ther-
was always the problem of successfully operating these com-
munities. This was the obstacle that prbdved unsurmountable
and was the great contribution tovards the utter failure of
Owen's efforts,

The only really valuable and permanent re-rult of (wen's

agitation, so zea.lously carried on by public meetings,pam-
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-phlets, periodicals and occasional treatises, was the
apprearance of the cooperative movement which saved the
desolate situation of the time and which up to our own
modern times seems to be one of the sole effétient fac-

tors in bringing relief to the labourers.

11 The Rochdale Pioneers

Robert Owen died in 1858 , Hie was still living
when the first covperative store which his initiatives
had inspired, opened in the town of Hochdale, England .
Owen contributed the basic idea of cooperction - concen-
tration of interest., This concentration of interest Owen
placed in the home. He provided suitable dwellings and
other commodities . His plans collapsed., However,another
eminent social worker took up the task, Doctor William
King. He 4also saw in cooperation a solution to the la-
bourers' pitiful conditions ol existence. A man of profess-
ion , he envisaged the pkrohlem from a more scientific point
of view., Where Owen had sighed at the labourers' sorrows
and had attempted to relieve them by philanthropic organiz-
ations, Doctor King saw alléviation in giving the labourer

the opq?tunity to relieve himself, rather than ve relieved



by direct contribution. His philosophy is admirably sum~
marized in an extract taken from his pudblication,"The Co-
eperator", (1828 -1830) .,
Cooperation means,literally, working together.
Union is strength in all cases and without ex-
ception, What one man cannot do, two can., What
is impossible for a few, is easy for many. But
before many can work, they must join hand in
hand; they must know their object and feel a
eommon ti‘...'l."‘ll...t.

At present in working for others, we get on
ly a small part for ourselves., If in any way we
could work for ourselves, we could get the wholk,
As we have no capital,we are obliged to find a
master to give us employwent, and we work for
common wages,

It is capital,we want , Union and saving willl
accumulate it, We wust form ourselves into a socig¢g
for this especial purpose.. This capital may be
employed in any way the soviety may think most
advisable,

Thus, Doctor King , as early as 183C, had formulated the prin-
ciples underlying all modern cooperative enterprise. But, why
were his establishments, like those of his predecessor,doomed
to failure,? The main cause of the failures was not one in-
trinsic to the organization, but rather a lack of understanding
on the part of the labourers .Union and perseverance in this
united effort is of paramount necessity and this the labourers
failed to see. The next ten years would teach them the salutary

lesson and force them to appreciate the King cooperative at ite

Just social value,



In 1837 the British Parplament had passec & Leform act

giving suffrage to a greuter portion of the Lnglish pop-
ulation. The labourers, tie pauper class, had be~n excl-

uded from this new privilege, It meant,thct &l. but thlose
whose really were in need, could apneal to the Covernment

for aid. They,the distrecsed,would more thin ever be depen-
dent upom the Industrials for both their meager means of
subsistence and their political privileges., With the tremend-
ous increase in the ranks of labour brought about by the Ind-
ustrial Revolu*ion, they formed more than hali of _he Populat-
ion of England. The situation was evidently abnormal. More
than half of the population w.s barred from the comliort and
wealth that they themselves »roduced, Moreover, this miserable
zart of tie population wupon whicl the nation depended for its
sustenance was “driven to work like claves by a handful of indus
-rials, These latter disagre~d on many things , but they evident
-ly agreed on their attitude tbwards their employees. This the
workmen knew, why should they not 'nite also in a common frort
to meot all eventualities and meke known their claims and their
strenghh to their bosses and to the government.? Robert Qwen
and Doctor King had given them an insight on the prosperity tha
Union co»1ld give them, There were two prohblem that require an

immediate solution -~ the economic aspect of their existence ,#



was more vital, and the political polict of the govern-

ment which relagated them in the dregs of English society.
The Chartist Movement is an attemptfd on the part of these
united laboures to bring about a solution to their griev-

amces,

In the fourth and fifth decades of the ndneteenth
century,England witnessed a gigantic and spectacular
political movement on the part of a new non-proprietor
clase creaged by the Industrial Revolutlon. In Unanimous
accord they drew up the political demands in a document
known as the Chart and pregented it to Parplament for
consideration. Month after month passed without a word
from the government. Finally, the answer,which s:ich a delay
had already indicated, revealed itself unfavourable. The
Chartists had lamentably failed in their reclajfmations .
The failure, unfortunate as it may have been, taught
the Chartists that in union they wewse powerful and that
it was not with considerable hemétdtion that the gov-
ernment had wade known its answer, It is this sentiment
that encouraged them to immediately tackle their other
agonizing problem - the labour condition under which they

struggled. By the solution of this problem, they will have
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within their reach the key tor &all the others. Their econ
-omic independence will show them a potent and dangerous
instrument against the political mnd industrial lords .,
These Aristocrats might have accumulated fabuvious fort-
unes; they might own the largest of treasures of gold
imaginable , yet, money ang gold, luxury, vast estates
with 4immense castles and not consumable goods. Hread,
the common food of all men,is indispsnsable to all men.

In the future the obyaining of this bread wilil depend

in & large measure of the labouring class.

80 far the labourer has leaned from Robert Owen
the absolute necessity of union, Doctor Willfiam
King has taught him that he must concentrate his unit-
ed strength, not in his home for the present, bﬁt in
the factory where he struggles every day. The Chaktist
Movement has made very clear that poiitical concessions
are noy with his reachmd . One thing now stands very
clearly before him ; he must get his economic independe
ence, The only way is to produce for himself ; Doctor
King had devised a very effective method of doing this.
A small village in and industrial centre was to make the

first experiment and make out of it a brilliant success.,
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Rochdale 18 a small town in the hear@ of Lancashire,
It was noted for ite flourishing cotton indvstry . Yet.
nowhere in &ll England were the labouring conditions of h
the weavers more deplorable ,Tha hours of work were &8
unhumanly long as the wages were shemefully low, Men ,
women and children worked from six in the morning to
eight in the evening, and this for for one or two pen -
enles an hour., It was not 1life , but literelly living
death that was forced upon them, A parliamentary re -
port glves proof that in 1R41 some 1560 inhabitants of
Rochdale lived on 45 cents per week, . Considering &
statement of Saint Thomas of Aquinas to the effect that
a minimum of ease and comfort 1s necessary to favour the
practice of virtue, the conclusion regarding the moral
condition of the unfortunaje labourere is self- imposing
Necessity breeds powerful arms with which to forge oneb
way through the greatest of difficulties . These abandm
oned weavers had had previous experience in the EMMAX
Chartist Movement ; union had bedn their weapon of defen
-ce , why should it mot prove even more potent in the pm®
~-gent crisis ? They agreed on & strike i: order to exi{
ort from their patrons better labour concessions ., The

Strike proved a pitiful failure . The consequences of
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their insurrection ware those that usually havoened
in similar circumstances = & considerable niamber of
weavers were diemissed from the wmill., Where was the
outlet to this new difficulty to be found? Those
whose means permitted imregrated into America in
quest of more promising economic resourses. Others
indulged in pudblic mantkfestations. A few ,not lwss
valorous than their fellow -weavers, but certainly
much better inspired, assembled peacefully to form
mowe plan of mutual aid, Self-relief was their only
assurance of their daily bread. This the Owenite
movements had proved more than onseg , Any further
attempt to win over the government agents and the
industrials , who were for ghe most part the same
individuals, was evidently futile ., The difficult
mystery to solve was a plausible method of becom-
ing emanciapated from the wage-slavery of carital-
ism and the dark miseries that it brought down up-
on them, The greatest need of the moment is not

an organization of production ,but one of consump-
tion., Before they conld think of nroducing the must
first cope with the pressing needs of fond and cloth-

ing . They finally agreed on an objeetive , but another
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major stumbling block obstructed their immediate ad-
vance towards the reallzation of their new plan ;
funds were lacking. Poor as these stunched peasants
were, they were armed with a courageous incapable of

retreat, After & year of severe privations and econ-

onmy, they were able to invdst the modest sum of $120,
One half of this vprecious capital, they used to pay
rent for a room in the cel.ar of & local abandoned
stock house. The balance was invested in mefchindise;
sugar , flour, candles etc. December 21, 1844 , thw
marked the officizl opening of the first Consumer Coq@
erative Store in the world.

It is very doubtful whether any one of these
twenty-eight Rochdale weavers, even suspected that
their initiative would give rise to a world wid: move
ement . A year after opening the Rochdule Society
of Equitable Pioneers, as they were called, counted
74 members with a capital of $900. In 1860, shortly,
after the death of Robert Owens,their membership had
reached nearly 3500 with a total capital of $§ 188,550
Fifty years after the foundation,in 1894, this Coop-

erative Society had the support of some 12000 meumbers
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with a capital of $1,500,000 ., From the time of
its foundation it has continuely enjoyed con -
siderable progress, and at no time did its membes
suffer {rom the periodic crisés that other such
organization experience, In 1934, the Rochdale
Society could proudly boast of a membership of

44,475 and a paid share capital of 82,842,520 .

During the course of the trememdous economic de-
pression, 1929 -~ 1934 , while the other business
enterprises lagged and to some extent disappears)
the Consumer Cooperatives in England were cist -
ributing ¢o their 3 million members the envious
surn of $600,000,000 with which they could providé
for their other family needs.

The Consumer Cooperative Movemegnt was just
a step towards a more remote goal in the minds
the members of the Society. The Rochdale Ploneexs
had seen the absolute hecessity of becoming the
producers of their own necessities of 1life ,The
more urgent aspect of their econdition had claima
their first attention, It was now time to make m

one more momentous step of organization . In 1351
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there were 130 cooperative consumer stores pperated
in N?thern Enéland and Scotland .Federation was the
next logical step forward . This union became an ae
complished fact thus permitting the foundation of a
cooperative of production which would serve the in%
erests of the consumers' stores. If it is profitabke
to operate a consumers' cooperative society, it is
still more so to possess one's own means od vroducs
ion. However, it was impossible for each individual
consumer society to advantageously do that for it -
self. What one could not do alone, many united did,
hence,the federation. This PFederation ,not only
permitted a common source of supnlies fer all the
stores,but provided effective means of Intensify -
ing the educational campalgn. With more members ,
there was more capital on hand in order to amilior-
ate the existing business and cove with the incres
se of demands . In 1863 , a still more extensive fa
-sration was formed. The Nosthern Cooperative Whole
sale and Provident Society grouped all the ZEnglish
cooperative stores in one vast Nationczl Tederation.

To~day the British Cooperutive “holesale Society ,
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B,C,W.S.,which does 104 of the distribution of food
and supplies in England owes it origin to the Firgs
Cooperative Society of Rochdale., From England the
idea of cooperation spread and met with no less sue
cess, In 1868 , five years later, the cooperative
stores of Scotland founded their own Cooperative of
production society under the name of,"The Scttish
Cooperative Wholesale Society", S.C.W.8. The follow
ing year saw in England the formation of the Britd
ish Cooperative Educational Socilety. 1In this same
year was held the first Cooperutive Educational Con
gress ir. London, Tuis marked the beginning of the an-
nual congresses hddd at various place in England, At
present this Cooperative Congrees unites some two tha
-sand societies from all parts of Ehe Country. To sud
reunions ure due the extraordinary prosperity of coom
eration in Fngland; To-day the British Cooverative
Wholesale Society is surpassed in annual financial
transactions only by the Bank of England . It possess.
es more than 30,030 acres of land in thecountry of is
origin as well as considerable inveatment sbroad; for
example it owns in South Africa some 33,000 acres of
farm land on which are cultivated fine tea plants to

provide for home consumption.Besides its.coal mines,
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the Bociety possesses one of the most efficient fish-
ing fleets of the Bmpire . Such a gigantic business or-
ganization , we, in America, would expext to be in the
hands of a Trust Company - the truth is that it belongs
not to the wealthy, but it is the property of about 126
cooperative societies. The total membership of these co-
operative societies climbs to the fabulous number of 6,5
00,000 English families. They control about 1/6 of the
total business of the country.

Robert Owen half a century ago had devised a planb
to help the more unfortunate of his countryv;he had bads
based his social structure upon concentration, union , 5
but union in produetion. Undoubtedly union was the only
remdy, but union in consumption, this wore precise note
the covperctors owe to Doctor Williem King. These two
forerutners of cooperation aimed immediate relief for
the distressed, this meant & local organization . This
local organization, however , progressed at enormous
speed . Its promoters under the stimulant of prospertity
formed news aims and ideals for the conperative societis

of England,



CHAPTER 11

THE AIM OF COOPERATIVE SOCIETIES

The cooperative is whoﬁ& a social institution,and
as such plays an impoetant role in establishdment of
a lost equilibrium in the distribution of wealth . There
has always been social inequalities and there always will
be such inequalities inspite of all social structures that
man can invent. It tkis .therefore , useless to devise ways
of giving all the people equak share of the material goodk
of this world. It is not¥ however, to strive to make more
ecuitable allottments - to give to the maximum number of
people the greatest amount of comfort possible ,., Towards
this end many organizations have sprung up in favour of ttle
labouring class. Labour Unioms have been formed, Social In-
surances founded ,Family Allottments and Compensations

have occupied the minds of the leaders of the country.The

statute books are filled with labour legislation of every
imaginable nature . They reflect a noble effort on the part

of the @overnment. The question that is of more immediate
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interest to us for the moment where in all this
labouf reform movement to place the Cooperative @

Societies .

1l Place in Social Frame

Great stress has been 1laid on the absolute
necessity of organizing the labourere in unions
in order to protest his rights and to assure him
of much needed and legitimate amilioration in his
working conditions. That the labourer whose work
is intrinsically more diffiewult physicadly,and
humanly more disagreable, should be given labour
conditions that will not jeopardize his health,is
not certainly questionable, That this labourer be
protected from exagzerated exigencies on the part
of his employer regarding the length of his day's
work and the observance of the Lord's Day, is agah
beyond all doubt. The La&bourer must also demand of
his employer moral environments that will shglter

him from undue exposure to sin . Wages must be fai.
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The wages that the labourer receives should per-
mit him and his family, not only to benefit of
what is strictly necessary for life, but also
to share a reasonable amount of comfort and at
the same timss, bé able to makes savings for the
inevitable emergencies of sickness and old age .
All this the employer will be forced to provide
for his men . He will be compelled to sign a collk
ective contract to that effect - their his person
al honour will be bound as well as the prospertity
of his business, In short, the employer is requis
ed directly aid his employees financially by the

wages he pays , and by providing deécent loealities.

The labourer has uncontested rights and
these rights must be scrupulously guaranteed.But
it is no less true that the employer has equally
very legitimate claims . He invests his capital
no doubt for personal profits, but it is none the
less true that by this investment many other peopk

benefit . The sefvice that he renders to the public
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cannot and should not be overlooked. Thus, ind-
ustry should reward in sufficient proportions

the Capitalist for his risks, for his genious ,

for his own work and for the capital he has in-
vested. The sequence necessarily follows, he will
legitimately place his products on the market at
such a price am to defray all costs of production
and ,at the same time,gssure himself the remuner-
ation to which he is justly entitle . The require-~
ments of the collective congract that he has signed
in favour of the employees at his service, necessit-
ate greater cost of production. Naturally, the sell-

ing price will proportionately rise.

From all this two facts stand out ; the labour
~er is not made to help himself , but others are bur
dened with the task of aiding him. Now, it is a psye-
hologicall fact that the labourer after some time o
this regime loses the taste and the desire to help

himself. He becomes helpless and discontent . He is
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not satisfied with his due ; he wants more and
protests,even threatens,when employers hesitate
to accede to his whims . Surely, it woyld be far
more propriate to give the labourer the opport -
unity of helping himsé&#f rather than make him de-
pendent upon a stranger. This self - supvort will
be found in the cooperative sovieties,where the
consumers' store will not only be a place to pro-
cure provisions, but the consumer, the labourer
will at the same time be proprietor of this bus-
iness . The second point that follows from the
collective union congract is that the industry
ial will legitimately be compelled to require a
higher price for his goods offi the market. The
labourer is in some respects not much better off.
True,it is, his wages are higher, but the prices
of goods are also higher in the same proportion.
His dollar has the a&ame purchasing value ,The la-
bourers employed suffer no immediate Inconveniences
There are ,as a general rule in society, periods of
unemployment. When these come the cost of living

will continue to be high and money will be scarce.
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Lere again the cooperative soeiety, by furnishing
better and cheaper products, would be an inestim-
able aid to the employee.

The labour unions and corporative systems,as
advocated by the Popes, are not exclusive . They
do not pretend to brimg a remedy to all evils.The
Cooperative Society is a complement of the above
mentioned unions . They permit to carry on help
to the labour,not from the point of wview of pro-
ducer, but in thecapacity of a consumer, The con-
sumer cooperative society ,when tried in certain
quarters, in the role of complement to labour
unions, has not met with great success., The reasm
is that the cooperative society is not in its vewy
nature exclusive . No such society organized in
favour of the labourers only will ever suceesd be-
cause it is directly contrary to the very essene
of the cooperative to close its membership to any
one. The solution lies in the organization of co~
operatidn in a locality most suited to include as

many labourers as possible,but permit the general
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public to have access to its membership. This far
Brom being detriment will greatly increase the vol-
ume of the business and permit a larger enterprise,
and all the advantages of such an engéérprise. To
bring the greatest help possible to the maximum nun
mber of people is after all the only end of the
cooperative societies, This purpose ihese socied
ies will fully attain when they occupy their @in -
contestdable place in the social organization -

side by side with the labour and other such uniors.

11 The Cooperative Cow

One of the prime motives which prompts man
to unite with his fellow-man is the satisfaction of
some desire that he alone could not satisfy at all
or, at least, to as high a degree as in union with
others . It is in this way that literary, scientific
and social associations are formed in order that all

the members may share of the cultural aid that each
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associate contributes to the common good of tle
society. Any such society realizes the broad
meaning of a cooperative . The unigue motive be-
hind the Rochgdale Movement was the acquisitim
of independence in the domain of production aml
consumption. This any one individual could not
ever hppe to attain, but severally aiming to -
wards the same goal, the Pionneers were assurd
success., The Rochdale first established a stom
where they could buy the necessities of life ;
immediate aim of their organization was consum-
ption , because that was the most pressing facte
or fof the moment. Cooperation in production wss
nevertheless, in the plans to be realized at an
ulterior date. In speaking of cooperative societ
ies, it is usual to speak of cooperatives of co
sumption, it is ,however, understood to include
other brahches of cooperation.

In the first place the aim of a cooperat -

ive society of consumption is to procure for ifs
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members commodities of the very best quality &t
most reasonable prices .The price of commodit-
ies is of major importance in the purchases of
the average labourer¢ . There are immence quan
tities of goods on the matket being offered at
unusually low prices. However, a low price does
not always prove to be the most profitable. It
is much more profitable to buy a gallon of good
gasoline for your automobile at twenty-five cens
per gallon, than two gallons for the same sum of
money when the latter purchase proves to be the
cause of endless trouble with the car and a poss-
bility of you having to walk .The most advantage-
ous buy for the consumer is then fkzrxmimszd deter-
mined by both the price and the quality of the zm
goods. The cooperative society aims at selling at
a low price, but at the same time assure its cust
omer an excellent quality. This will be realized
by a test method - two or three popular brands of
baking powder,for example, will be studyed, analy

sed and only the highest of standards will be sold
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to the cooperative members. Contrary to what us
ually follows the insistence upon the higher
grades mdf of goods, the current price does not
necessarily rise. In fact the price is lower,sice
the surplus paid will be refunded in the foem of
a dividend at a later date. The story of the co-
operative cow related by Mr H.H. Hannam illustr-
ates to perfection the possibility of getting
better products at a more advantageous price .,

In an anonomous village the price of milk
is twelve cents per quart., Twenty villagers agree
to form a small company and buy a cow in common.
At an assembly they choose a president, a vice -
president and a secretary-treasurer. These man
enjoying the confidence of their partners procec
to effective work. An excellent cow,giving ten @
gallons of milk each day is parchased at a price
of $100., which means that the contribution of
each member is five dollars. A reliable man is 4
then hired whose duties will be to take very godl
care of the cow, milk it, bottle the milk and dea

~-iver it to the members according to their needs
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Each customer pays the usual price ,that is, 12
cents per quart .

At the end of six months the secretary giws
and account of the enterprise. It was found that
an average income of $4.80 per day was recorded,
40 quarts of milk at 12 cents each. The total ex
penses per day reached $ 2.90 . It was then agred
to take 4% interest ofi the capital invested .Like-
wise, they decided to establish a depreciation re -
serve of 10 cents a gay.Current expenses of offici-
ials were defrayed by another tax of 10 cents per
day . The total daily expenses amounted to $3.20 .
A net profit of $1.60 per day was colsequently red
-ized. The six months' profit totaled $ 308.This
surplus was returned to the zmsumsgxx consumers of
the cooperative milk at the rate of 4 cents per
guart of milk purchased . Thus, the price of the
milk used was apparently twelve cents, but with the
dividend it is really lowered to eighh cents a
quart . This shows how these few cooperators were
able to assure themselves the very best quality of

a most important item on the table menu at a price
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much inferior to that imposed on the general
public.

In this parabole of the cooperative cow
the mewbers are consumers and at the same time
producers . This is the ultimate end of cooper
-ation . In fact it is only in this way that a
better quality at a better price can be assured.
The cooperative consumer grocery store will fully
attain its end when it is so organdze that it will
have its own wholesale plant and even its own man-
ufacturing enterppisew . A control of prices and
standard of goods can not be acquired with much X
less than 50% of the total national business . The
eventual accuisition of the controlling amount of
business is the end of all cooperative society ,
just as it is the ambition of modern trusts. The
purpose bfi this concentration ( not a concentrat-
tion at all in the coopezztive) of business are
diametrically opposed to each other. The trust ais
at control to reap greater profits at the expense

of the consumer ;the cooperative soeiety aims at
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control for greater profits in favour of the expl-
oited consumer. With only part of the businesz,ev-
en if it is the controlling proportion, the coopem
ative sowviety will always have to reckon with inter
-natiomal esmpetition . The plans to remove the 1l&
-ter obstacle is the creation of international coe
-erative sovieties . Much has already been accomp-
lished toward the realization of this plan, In Eng
-land there exists"The International Cooperative
Wholesale Society " ; Denamark has the " N@odisk An
detsforbund" ( Norhbern Cooperative Union ) ; in
Sweden is also to be found the " Xooperativa Luma-
forbundet " ( Cooperative of Luma Union) .

It is false to think that the cooperaii¥ee so-
ciety to-day aims simply at lowering the prices aml
better the qualities of goods . It is a great deal
to its credit, but to-day like in the days of its
foundation it is a saving factor in the 1life of cam
-munities . A striking incident of this point is
published in £he Windsor Daily Star of february 22,
1940 . It concerns a small town in the State of Mas

achusetts .
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The unconquerable spirit of a town that would
not falter in frong of desperate obstacles has fou-
nd work for its idle populagion and accordingly =
saved the communify from extinction. A thousand pers
-ons ,housewives, merchant, workmen, all shareholders
in in a cooperative mill-owning venture, instituted
less than three years ago when Ware was threaten to
becoming a ghost town,lately greested the report of
their unique, courageous enterprise. " We have bet-
ween two and a half and three times as many people
working to-day as the Otis Company employed in the
cotton textile industry during the ten last years
it was here," said M#énot C. Wood, banker and head
of the cooperative.,"Our payrolls show an even larger
percentage of increase . If no major contingency
materializes, we have every right to hope to pay
some dividends before our third year is o¥wer." The
Otis Mills -~ bread and butter to Ware - were sold
in October 1937. The machinery was purchased by a
southern industrialistamd»%kx and the town of Ware
with 1700 workers out of work was facing a dismal

fate. But reaction came bery swiftly. Wood negotiatdl
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a deal for the purchase of the mills, water and powe
rights for $50,000 . Contributions began pouring in
immediately and within a day $20,000 was raised. In
eleven days the full $50,000 was in the coffers,most
ly from individual purchase of stock shares at $5 .®
each." We could not stop the people from giving",Pol
ice Chief B.W. Buckley asserted." They sat on mg doax
-step waiting to give me rolls of dollar bills tied
in hankerchieves, and savings pinched out of small
wages over a period of years of work in the Otis Mills
Then new industries were attracted to this site and
now seventeen different companies occupies the old
textile plants . Two years'taxes have been paid ,
all debts have bee wiped out including a $30,000
loss caused by a hurricane and the floods of 1938,
Todday the town is busy, there very few idle hands
in Ware. Over every town entrance hangs a sign, su-
gested by Buckley; "Ware , the town that can't be
licked."

The s%&vation of an entire populayion is undou-
dtedly an enormous credit to a cooperative society ,

The cooperative society goes still farther than this;
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it aims at the complete annihilation of all factors
that might in any way jeopardize the material‘wel-
fare of yhe community and thus lead to eventual de-
cadence .Corrupt practices in business is one of the

targets of any cooperative sowiety .

111 Success in Competition

Corrupt practices in business are not to be found
in the societies themselves and they are the deadly
enemies of the society when found in the community.Tle
cooperative socieyy was found to reestablish the last
equilibrium in trade caused by injustices on the patt
of industidass. The work of the cooperative is then
both constructive, in the administration of its own
business , and destructive in its attempt to put out
of business those individuals whose profits ate the K

outcome of their preying on the people.

The members of a cooperative society are prop-
rietors of the business , when they buy, they buy in
their store, it would then be ridiculous for the man-

agement of the spore to indulge in unethical practices
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because in cheating, by underweight or high prices,
the cooperator would be cheating himself. The coop
-erative's control over such abuses is,however, 1li
-mited. It is proportional to the extent of its in
fluence. Cooperative societies which are not prod -
uctive necessarily depend upon other private con-
cerns and thus pressure may be imposed upon them,
In the hypothesis that the coouperative soviety is
wholly independent, then it can make its own bra-
nd o £ goods, set its own prices and by competitim
force the private comppnies to conform their stan-
dards of goods and prices to those of the cooper -
TEXXE

ative society. Adulteration of products becomes,if
not totally impossible, at least very difficult.
After a close inveatigation the Wholesale of Pro -
gressive Consumer Cooperative of Finland (0.T.K.)
revealed that about 18% of its purchases from priw
ate companies were below the standards of goods ®
set by the cooperative soviety. In competition this
scrupulous adherence to principles of justice is
the secret of the confidence and loyalty that coop
erative members ha%e for their society . This conf

fidence and loyalty is of vital importance to the

prosperity and life of the society.
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For a cooperative society as for any othe
line of business, competition is detrimental . It
is then the aim of the cooperative society to elim
inate competition as much as possible . The task is
arduous, not because of external pressure alone, m
but in a great measure on account of the uncertain
ty of the loyalty of its own mmmbers . If the mem
bers were 100% loyal, they would buy exclusively h
their owm store and thus quickly paralyse business
in a competing unit. The strength of this member
loyalty is direct proportion with the cooaperative
educational movment. .

Possibly the greatest business establish-
ments to paralyse are chain stores. A chain store
with several other branches in other patts of the
country,can at a given moment, lower their prices,
even sell below cost. This the cooperative cannot #
do. The chain store may sell at below cost in one
locality where their is competition and over charg
in another store to compensate unltil the rivalry

disappears. In this case the task of the coospera-
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-tive will be to convince its members that in this
case the lower price is not for them the most adva
~tageous price; it is only an apparent advantage
which on the whole is an attempt at the life and
prosperity of their society. One of the most pros
-perous cooperative consumer stores in Yntario owes
its present outstanding condition to the staunchel
conviction of its members in a crisis that lasted
six years. In Ushawa a cooperative society found 1
-gelf in the predicament of having to compete with
one of the most powerful chain company of the Domin
-ion. The competition endure for six long years in
which time the society faced the verge of bankrupt
cy several times . It won the race and to-day its
business is one of the finest of the Province. The
difficulty of keeping in the minds of the membersh
the end of the cooperative is great in a consumer
society, but it tremendous in a productive societw
That is the main reason that accounts for so many
failures in the history of productive cooperation.

In the village of Notre Dame du Laus the farmers
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established a cooperative society of production in
order th dispose of their products . The creamery
functioned marvellously well until a privae compary
opened a creamery in the same locality . This new
company offerdd a few cents more per hundred pounds
for the milk . A considerable number of cooperatiwe
members immediately abandoned their society to dedl
with the new company . The cooperative society failkd
and left without competition the private cempany low
ered its prices below those formerly paid by the ce-
operative socieyy. This is the story of all product
ive cooperative societies.,

Competition in cooperative movments habitua&

ly comes from private companies. It is, however,pos
ible to have competition from other cooperative soe
ieties in the same locality . 1In this case there is
no question of aiming at putiing one society out of
business. Both of these soeieties are tending towanl
the same goal - alliviating social evils . The remel

-y is simple;let the two societies amalgamate. In o
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doing, far from proving detrimental to each other ,
they will be of great mutual help. They will be abk
to buy in larger quantitiea and thereby realize saw
ings. If the societies are considerable enough ,bheg
could even produce some of their supplies or, at
least prepared them ae is done in most chain stores

Under the present capitalistic system compet
¥xkx®m ition is necessary ,but the regrettable result
of competition bears heavily on the shoulders of tle
consumers,who,as a rule , are the least capable of
supporting such burdens. It is #¥% in conformity to
facts to maintain that many competitors cause an in
crease in prices because of the necessity of multi -
plying the equipment and installation. Again this
rise in prices is caused by the fact that the cliert
ele which could support one or two establishments i
divide amongst the competitors 1in such a way that
each one gets the bare necassary . In this case the
cost of operating the business for each unit is tle
same and the income is less . The business man has &
right to fair remumeration , thus is justified a ris

in the market price.
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We are under the impression that compe#%
ition lowers the price; this we have seen is#
not always the case. It is common to consider &-
sence of competition as a sure sign of a rise in
price ; this is not necessarily true any more than
the above statment. The main and unique motive behind
every business is that of gain. The business man widh
es to gell in order to reap the greatest gains poss-
ible. Now the most profitable price does not always
correspond to the highest selling price. Patrons pay
the price they desire. No merchant can force any opge
of his clients to buy his goods or to pay his price.
The client will pay the price he wishes and unless &
the merchant makes a compromise to adapt himself, he
will make no sale and evidently will reap a loss rate
-er than a profit, for capital at a stand-still is
loss. The merchant, whether he be a momopolist or ng
will necessarily have to adapt his price to the dem-
ands. Another fact to be considered is that the nunmle
-er of units sold at a lower priee can bring a great

er net profit thab fewer units at a XzwEErxprizex hi-
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8er price.Experience will teach the monopoplist
that he can sell, for example, twice as many pairs
of shoes at $6. and thereby draw a profit of $3 per
pair, than at $8 a pair with a profit of $% per paik
In this case the merchant will evidently sell his s
shoes at § 6 per pair.. As a rule,however, under tle
capitalistic system competition is necessary, becaws
-se there are instances whweze a momopoly would caus
very great suffering. A monopoly is intrinsically
dangerous. In the case of articles of prime necssity
bread for example,the monopolist can ask any pricek
he desiresp and he will get his price because man
cannot possibly do without bread.

Cooperatives aim at destroying competition be-
tause in this case competition is no help; it is @&
hindrance. Cooperative societies are intrinsically
instituted to assure justice and fairness to its m
members.The cooperative society cannot possibly over
-charge its members because even if it should sella
loaf of bread at $1 , at the end of the term the re-

fund will make up for the surplus charge.
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Under the capitalistic system the motive
of competition is expansion in order to increase
the income. Competition is the means of expansion,«
of realizing greater income. Thh cooperative system
aims at doing without competition. How then, will i
increase its trade ? Assuredly in a much mpge prach
ical and efficacious manner. The capitalist spends=
each year fabulous sums of money and energy to adve
-tize his¢ goods through mExy every possible way,
newspaper, signs radio etc.. The cooperator on the
other hand, spends no money in this kind of advert-
isement. He puts aside sums which are used to for
canvassing purposes in order to increase its membems
ship. Consider time is spent also in educating the
actual members of the cooperative and in this way
ass~ure their loyalty to the society. Thus every co
-operative society assumes an educational role to
increase its own membership and when the number pex
mits to open additional units. This units federated
together spread to for a national cooperative sovig
with the ubimate prospect of forming international

cooperative societies.
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Strange as it may seem, the principles of
cooperation such as practiced by the Pionneers #
of Rochdale in the middle of the las$ century amE
the very same as those that have assured tremen
dous success to cooperative societies in modern
times. It is an equally solid historic fact thd
ecer since the foundation of the first cooperati
ve society, any such society which has not obser
ved these principles in their totality have met
with failure in their enterprise. The Rochdale
Pionneers did not publish their recipe of succes
ful cooperation, but the simplicity of the organ
-ization renders it comparatively simple to decdh
pher them in the practical operation of a sociey
Unlike most such organization, Cooperative soci-
~-eties leave very little openings for improvem-
ent with regards to its essential functioning .
The principles and methods are clear, simple and

necessary in sucessful cooperative enterprise.



CHAPTER 111

PRINCIPLES aND MDTIODS OF COUPBRATIVE

SOCIETIES

L Classification of Principles

Precisely because the Rochdale VWeavers dad
not entrust to writing their methods and princd
~les of business, there exists to-day a consider
able variety of classifications. These different
clasgifications are di{ierent in appearance onlxi
They all contain tlie essentials, but are put dowm
in briefer {orms or combined in diverse manners.

Mr T.%¥. Mercer in the "Review of Internat -
ional Cooperation” (Sept-Oct. 1931) analyses the
Rochdale principles under five main headings; Un
lversality, Dewocracy, Lgquity, Publicity,Liberty
By Universality the comoentator undcrstands vhat
he terms as "open membership 2., No man lrrespect
ive of his religious affiliations, his colour,
or orgin is to be excluded from membership, il le
manifests his honest desire to take advantage of
the movment, It is upon this principle that Mr

Mercer lays more stress and places it at the v
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society. In Democracy it is understood that ithe
society is to consider centralization of power
and interest as its death blow. Accordin;y the
principles of democratic equality are to be in
honours in a covperative society. aAll members ame
on basis of equality regardless of the amount of
their investments;"one wman , one vote,"” as opp=-
osed to " one share, one vote”. Equity assures
all the members a maximum of justice and Tairnes
The very best merchandise is to be given tlemn.
Eonest weights and measures are to be spevial pd
~ints of attention offi the part of the manager .
The coperative pledges itself to give fo its
employees the same excellent consideration that
it extends to its members.. Ir Mercer groups un-
der Publicity the principle of educational exp-
ansion and protection of actwmal members,Tnis
principle is called the sement that hinds all tle
members to the co.perative society. It is againk

the seed that procures new menmbers., It is vital

principle of the soviety .
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Liberty in politiecs brings satisfaction to the
citizens ; it is prized above all else. Liberty
in politics is a guarantee of efficiengy. This
same principle of liberty is considered indis-
pensible in Coyperation for efficiency. By co-
operative liberty =mamm assures freedom of mem~
bership and share in the dividends.
The Rochdale principles are summarily put
in the following three statments;
i) Democractic control.
ii) Limited interest on share capital.
1i1) Distribution or use of surplus saving
on some just and equitable basis,
Professor Colston E. Warne in his book, ®
"The Consumer Cooperative Movement of Illinois,"
gives the following five cardinal points as in -
cluding all the Rochdale c¢o .perative principles.
i) The democratic organization of the so-
ciety ; each person having the right ¢
to vote, but entitled to but one vote
regardless of the number of shares po

~gssesed,
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111)

iv)
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The limitation of individual shares-
helding and the payment of the cum
rent rate of interest on the shams.
The sale of go»rds at the market prie
and accruing surpluses to be returmd
-ed to the members in proportion to
their purchases,

The sale of all goods for cash.

The establishment of an educatiadnai
fund to place before the people the

advantages of cooperation,

A Swedish expert in cooperative soclieties

named Anders Orme, has formulated the Rochddle

policy in seven principles,

1)

11)

111)

The necessary capital shall be furne
ished by the members and shall recei-
ve a fixed interest.

Only goods of the purest cuality shdl
be handled by the cooperativse.

Full weight and measure shall ® given

at all times.
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iv) Ordinary market price shall be fd
lowed &nd no credit shall be given
or asked for.

v)  Surplus-savings ( profits) shallk
be distributed to the members in
proportion to their respective pur
chases,

vl) The principle,"each member a vote"
shall extend to both men and women
on the basis of equality of rights.

vii) A definite percentage of the net
earnings shall be set aside for ed-

ucational purposes.

It would be possible to give many other classif
ications of the Rochdale Principlés of cooperat
ion, but from the above we can deduce that no
matter how these principles are ordered, their
is one thing evident; the absolute coincidence
of idea. Certain essential ideas stand out as
being of major ilmportance, while others seem to

have less importance, With this in view we will
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procede in our study of each individual princip

le by arranging them in a slightly different ox

der.

In gemeral we might say that their are

three primary principles and himesecondary prim

ciples. The latter are sometimes called cooper-

ative methods,

i) Primary Brinciples

a)

b)

4 Consumers' Cooperative society
shall be democratically controlled
Money invested in a cooperative so
-ciety, if it receive intérest,
shall receive a fixed percentage
which shall not be any more than th
the prevailing current rate.

If the cooperative society wakes &
net profit that profit shall be ré
turmed to the consumers who patronr
ize the society on the basis of &

the amount of thelr purchases.
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ii) Secundary Principles

a)

b)

A Cooperative shall be compodi

of members who voluntarily jdn.

There shall be unliwited member-
ship. Persons shall not be exclu

—-ded from membership in the sovi-
ety except for the reason that
their purposes are known to be
that of doing injury to the sod
~ilety.

Business shal be done for cash.

Non-members may become members

by letting their shares of net-

profit be applied toward the
initial share capital.

A portion of the profits shall

be used for educational purpos

-5 in the field of cooperation.

f)Goods and services sahll be sold

at prevailing market prices,
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g) at each inventory reserves shal’
be net aside to cover depreciat-
ion and unforeseen dilficulties
arising in the operation of the
business .

h) Labour shall be fairly treated.

i) Cooperative socleties shall co-p-
erate with one another.

The above named principles are tle very

foundation upon which rests all cooperat
ive soeclety , whether it be in the domain o
credit , consumption or production . No coom
~erative society which has not observed the
substance of these principles has as yet been
accredit with succes-. Because of the paramout
importance of +the cooperative principlesass
innumerated we shall now procede to study then

in particular .

i) aPrimary Principles.
a) A Consumers' Conperative Society

shall be democratically controlled
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A Democracy is generally understood to
be a country in which the prevailing governmdnt
is representative of the people.” Rule bythie peo-
ple and for the people," as defined by Abraham
Lincténn.The members of the government, represeng -
ative of the people, are chosen by mode of popul
ar election, Usually the minmmum of qualificatim
required is citizenshiv. Thus,acitizen casts one
vote for whomsoever he deems most capable of duly
administering the government of his country. In
a country all citizens are equal with regards o
the exercise of theilr right to vote. Rich and pmw
poor, all have but one vote to cast, The wmore dam
ocratic a country is, the greater id the proport
ion of the population given the right to vote.
To-day, it is universally accepted, with few exe-
eption, that women are entitle to vote dm the sae
basis as men,Thus,id thoroughly democratic countr-
ies men and women enjoy equal right of suf{rage .

There 18 another elective system in common
operstion , not in politiecg,but in the business
world . The particular combination of capital in
business known as the corporétion is from a point

of view democraticall administered, since the imme-
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diate administrative body is chosen by vote .

The qualification necessary for tie right to vote
in such an organization rests on the amount of
interest that the person may have in the business
This interest is measured by the nfimber of shares
held by the man or women who desires to cast a W
vote ah the appointed time. A person having ten
shares would be enhtitled to ten votes , whereas
a person with but one share would have but one
vote. The obvious inequallty of voice in this k@A
kind of business organizaidnn lends flank to all
sorts of injustices . A man with 51% of the shams
es would have domonant power over all the others
taken together . In Tact, 517 of the shares are
not necessary to enjoy thel prerogative . Qften
as little as 20% of the shares ig suf.icient to
control the vote at the shareholdres' meeting .
It has happened in the corporation system of bus
iness that the controlling posts of the executiw
were crystollized in the same family . The father

and son holding alternatively the posts of Pres-
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ident and secretary. Such a form of business
organization is not of nature to help the poor
-gr class, but rather subjects them to the pit
iless cdominetion of the wealthy . A relief for
the labouring class must then be sought in som
different business combination, that is the co
operative society.

The cooperative soviety also is elective
as far as the executive is concerned. Ii is,hor
ever, elective on a different basis and this o
makes it moet favourable to all the people in
perfect equality., It is based on the principle
that each member should work for the welfare o
all and all should work for the welfare of ead
individual member. It is essentiallyy democrd
tic, The executive is erlected by the members o
the soclety. The qualification recuired for the
privilege to cast a vote is, like the corportd
ion, the holding of shares. However, here 1is
where the enormous differences eppears) a man

holding one share may cast one vote amd the
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man holding ten shares way cast, not ten wtes,
but only one. In this way no one is able to
control the election by merely investing more
in the cooperative society . It is an assuran®
of justice for all the members, Moreover, we @
shall see that s member way not byy shares in-
definitely; in this way he is a&again barred fwm
from the possibility of amquiring excessive in-
fluence,

The elective principles of the cooperat
ive soclety are based on universal suffrage in
its very broadest acceptation. ﬁere woman 1is
given the privilege of voting as well as the m
man.{ It 18 td the oredit of the cooperative
soeclety to have extended sufifrage to women fram
the very beginning.) The woman is the purchaser
of thse household and it is but just and advant
ageous that she should have a direct say in th
administration of the socliety which 1s to serw
hery wmore immediately. All wen and women are
gleven equal voice and all indiscriminately

receive due consideration in services and profits,
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b) Money invested in a cooperayive
soclety,if it receive interest ,
shall receive a fixed percentage
which shall not be more than the

prevailing current rate.

Pesople may invest their money in variow
ways. It 1s possible to lend one's savings ®
a borrower or to the bank and reive from them
a fixed rate of interest, let us say 2%. In¢
this case, 1f I have § 100, loan, then, at
the end of the year, I shall receive $2 intw
est, It is,however, possible to invest ones
savings in more profituble enterprises. Youd
wmay buy shares in a corporation engagéd in
some profitable industry. If at the end of %
the year the company has wmade profits, you¥
will share the profits in proportion to your
investments in the company. A corporatio=
with a capital stock of $10,000,reaping a ne
profit of § 2000 will pay 20y on invested

stock . The following year should the profite
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be less -31000 ~ in this case tlke company will
pay at only half the rate of the preceding yey
104 on the invested capital. The rate of pay-
ment is determined by “he assets ané changes
every ye ar with the variation of the income.
It may even happen that no dividends whatsoever
are paid to the shareholders .

The cooperative member is an investor. He
buys shares in a company at & fixed rate - usua
ally this rate is very low ,This investment re-
sembles in some respect that in a bank and at &
the same time has something common with the sha
-re investment of the corporation . It is éu:om-
bination of both. A share in a cooperative sovs
1oti may receive interest at a fixed rate similk
ar to an investment in a bank and at tke same
time it is entitle to a dividend .4 cooperative
share , if it does receive interest, will not
receive interest at a higher rate than that of

surrent business .When interest can be paid tle

holder of the share 1is less reluctant to leave
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his money in the society whiel really needs it .
#¢ will in this way accept more re;dily adversily
in business which at a given moment will not pexr
mit payment of dividends. The money is always ==
sure of Wring a minimum revenue, The Rochdale Pdb
-nmers pay 5% . This rate is even to-day the cum
-rebt rate of interest paid by most co.perative
societies,

It is of prime importance that the co~p‘
~erative members require no more than the fixed
rate which has been determined beforehand , Even
in the hypoethesis that business is extradinarily

properous, this should not be a reason that wou®

justify a rise in the rate of interest. The inece
ease could cause much damage. Once it has been
raise it is always more difficult to lower it
again should business necessity require it On tle
other hand , even if the rate of interest is low
when business is properous the sharsholder will
benefit. Whether this income comes in the form o
intersst for invested capital or in the form of
dividends, itihevertheless, ready money in the m

pocket of the cooperative member,
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¢) If a cooperative society makes a
net profit, that profit will be
distributed to the consumers who
patronlize the society on the bas
-1s of their purchases.

A merchant on fixing the selling price of Hs
goods wmust take several factors into consideratim
The first element is, of course, the cost price o
the merchandise. He cannot by any means sell at a
l:wer price than the cost price, nor can he affod
to sell at the bare cost price . He nmuczt make allk
-owances for all his other expences and a fair pm»
«fit for himself, Taxes, rent, heating, lighting,
water and depraciation costs will a1l come into
play, Balaries to employees , this includes himsd
if he 18 working in the emterprise, as well as a
profit will also come in consideration. It is on-
ly after weighing the role of each of the above
items that the price of his g-nds can be dzxfinit-
ly set. Each sale 1s then calculated to bring to
the merchant, over and above his legitimate sal-

ary, a fair profit. Thés profit goes to him in its
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entirety.

The cosperative society behaves somewhat 4¥
-fferently in the case of this net profit, It cowm
siders it as an over charge and therefore ac bele
onging to the purehaser, Accordingly,at the end o
the term it will be retufned to the customers
on the basis of their purchases, If the net prof¥
permit paying 108 ,then tie person having purchad
for a value of $100. during the season will receil-
ve in refund $10, while the person having bought
for twice that amount will get %20, This sum repws
esents the customers dividend for the sharas that
he holxs in the society.

In 1934 the €Gooperative Trading Company
of Waukegan, Illinois, held itis anrual meeting .
The books revealed that the voluwe business done
in 1933 amounted to $500,000. After the caost of
the goods were deducted, the wages of the employ-
ees teaken off, interest paid on share capital ,
taxes paid, proper amount set aside to replace tle

equippentused and f£311 other such expences met ,
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it was found that t.ere was more than $10,000
left over., On the recommendation of the Board &
Directors, the members present voted to give i
this $10,000 back to the members of the organd
zation - 2% on every dollar of purchases.The cu
-tomer whose purchases amounted to $100 receive
82, while another person who bought for a total
of only $10, received but 20 cts .

Now, if the Trading Cooperative had been#
ar. ordinary corporation, the mode of procedure
vould have been somewhat different. The cavital
stock of the organization is $70,000 , The mem-
bers receive 4% on their invested capital. If
the company has reaped any profit, ;hose who.
had invested the $70,000 wo:ld have received 4%
on their capital and would have likewise shared
in the net profits. In this may the customers W
who were really responsible for this surplus XM
would have been completly ignored . Thus, the x
wealthy would be¢ 4increasing their »ealth at f&

the expence of the less we2l to do.
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In some cooperative socleties the whole

of the net profits is not returmed to the wme
bers in the form of patronage funds, With the
consent of the members a certain amount is sd
aside to defray the expences of social servies.
These might take the form off hospifil care, re-
creation gounds or dbuildings, educational centw
res, such as schools and libraries.This method
of aprropriating sums for social services is e
~acially popular in the cooperative soclieties o

Be lgium .

ii) Secondary Cosperative Principles
a) A coperative soeiety shall be
¢opposed of members who Join
voluntarily.

The cooperative sociefy is not a
compeny that forces its shares upon the publie
by " power salesmenship." The Rochdele Pioneers
founded their cooperative coeiety precisely to
relétve themselves from this form of oppression
a cooperative socliety is not primarily a profit

making organization,
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The Pioneers found their soeiety énly after
& period of intence study.After the foundat
ion they experienced that it was good, fak
and honest.The assurances that ghey requimsd
for themselves , }hoy intended to give to fuw
ture members., :ccordingly before a person be-
comes a member of & cooperative society he X
is given an oppertunity to study in order to
become ltamiliar with the organization and ex
perience of the actual members, Only after
these preliminaries is cone admiited to a co®
erative membership.. In this ma&nner at no
time carn the cooperative society be blamed f
for having forced upon anyone & disadvantage
ous adventure., When recruiting for new mem-
bers i, carried on, it is understood that no
compulsion is to be exercised, but the pecpk
are to be accorded the very fullest of libex

ty and time requiwsed for investigation,

b) There shall b2 unlimited memberskp,

Person shall not be excluded from wx

membership in a soclety excevnt for

the reason that his purpose is known

to be that of doing injury to the
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The cooperative society like other insti
-utions of the kind aspires to expand, progres
and bloom in presperity for the benefit of all
its wembers, In order to realige this accomplf
ishment all the memberz are expectsd to coopem
ate, lend a united front. It naturally follows
that all these aspirations and effortes become
vein if wighin the ranks of the soviety are
members whose mot only refure to do their sham
but vositively work to the detriment of the orn
ganizstion,. This regrettable circumstance mus
be all means be i1lliminated and for this reasm
no dangerous elemént 1s to be glven access te
the soeiety. his is positively the only inste
ance that will Jus\tify the refusal of admittam
to a desirous person. All people regardless of
race or c¢recd are ths welcome aspirants to
membership in a cooperative society,

The th corporation method of dolng buain
es3 a charter iz granted the company and the

number off shares ap be s0ld are therein indica
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ated . These shares do not necessarily mean an
equal number of purchasers. In fact one man
might buy all of them, Thus, at the most there
can only be as many memhers as there are shares
Erosperity in the business will mean prosperity
for only a few individuals. Sho:1ld the corpord
ion desire to put more shares on the market,an
amendment to the charter will be required, In
the coorperative society, however, no specific
number of shares is placed on the market. In
fact, shares are made when they are required a
and can be so made indefinitely. The membershd
of the cooperative society is not limited .
The cooperative society is open to all cm
sumers at all times, Man from a few hours afte
his birth is a consumerg and remains a consum
er until the emba%?%g fluid is injected into ik
his veins after ddath, The state of consumer 8
the most common denominator of all men. They m
may fiffer in color, size and nationality, but
all are consumers, therefore prospective coop-

erative member-.
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c) Business shall be done for cdsh.

Cash bueiness in buying or eelling is one
of the golden rules in cooverative enterprises. @i
Just as to this cash business policy can be acce
-dited the success of many a cooperative society
so to credit business 1is accounted the failure=
of a great many such societifes .The cash policy
is as o0ld as cooperative societiés themselves ,
Yeurs of experience have added réason to reasonk
in favour of the Rochdale policy, difficult as i
may seem,

Members before registering must be weal
convinced of the absolute impossibility of giving
them credit without jeopardizing the interests o
the whole soclety.. They must be taught never tox
ask for credit and never to expect it. The tempta-
tion to request the merchant to be kind enough to
give credit is indeed great at times. pembers fed
that they own the society and that they age entit

le to trust in their own enterprige . After all
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the cooperative is to accomodate its members
and credit would indeed be a great accomodat-
ion in certain cases. This reasonbng is utter
ly false and the cooperative member must not
consider it. If credit appears to accomodate a
few individuals, it is everything but advanta
ageous to the soeviety and the soviety is est-
ablished for the benefit of &l! and not for
only & few, Individual welfare here as elsewh
-where mugt be sacrificed for tliie com-on go>d
The cooperative mamager, even though he is
going business with friends and relatives ,
must gather enought courage to cast aside all
sentiment and carry on on phrely business
lines. The prosperty of btBetbusiness requires
this at all cost.
an enterprise doing business on credis

basis must necessarily have a good stock on
hand in order to satisfy the needs of all the
customers . "he latter carry out the merchand

ise by arm full without leaving money behind
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to renew the stock. The merchand4 1is then
unable to continue business on the same ler
el as previously; his customers leave him
The inevitable consequence is failure.

Another major problem in credit bus
iness is the collection of debts. The fut-
ure is uncertain for a great many people =»
regardless of their unquestionable honest¥k
The best of people will buy on credit with
genuine intentions of paying when required
The collecting time arrives and misfortune
or the like places them in the utter impod&
ibility of meeting with their obligetions.
It 18 indéed unfortune for them ; it is
more so for the business man whose busines
ie endangered by such happenings. Facts
are that there exists also a class of »eg
ple who are not honest . Al these facts h
business l1life strengthen the numerous arg

uments in favour of cash commercial gransa

actions .
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It may hapen that a occasional ver desea
ervin: case might call for more consideration
regarding the refisal or granting of credit .,
But ~ven in these rare ,isolated cases an ex-
ception in the cash policy is never recommend
able, Credit to one deserving customer calls
for credit to another deserving customer and
still to. another and thus dndefinitely until
it is too late foo a return to the orginal pe-

policy without causing i1ll-feeling somewhere,

d) Non-members may become members
by letting tl.eir share of the
net- profit be applied toward
the payment of their initial

capital .

A cooperative society, whether credit,
producing or consumer, deals with its members
only. However, the membersbip is open to all
and to facilitate admission to less fortunate

aspirant , this principle permits their using
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their first net-profit in order to defray the
cost of their initial share in the society..

After this debt has benn cleared by the divid
end, such memgbars receive the cash refund

Just as the very first members of the coorpsrd
ive society, This policy is altogetheé in xm
line with the general aim of a co>perative so
ciety - aid the poor whenever and wherever xs
possible., The history of coop-~ration abounds

with examples of excellent members thus recr-

uited.

e) # portion of the profits ahal
b
be used for educational pur~
poses in the domain of coop-

eration.

The secret of busimess and prosperity
in the coomercial world rests undeniadly in
advertisement. Every business man knows this
and very often his greatest investment is not

in stock but in advertisement .The results ame
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tremendous., With little stock on hand and &
greay facility to replenish it, the business
man can cope with all the demands of his cli-
entele , ever increasing thanks to extensive
advertiemsmbt, Radio programs, signs, news m
papers , fuirs and other similar demonstratins
are so many meams at his disposal for the fa-
warding of his business enterprise.These ela-
borate meaBm of advertiging are very costly
and it would be rediculous to think that the
promoter pays for it himself; it is the genem
al public which is charged a surplus in order
to compensate for this surplus of expence .Thus
we account for the high cost of certain articles
of necessity. It is tne problem of competition.
In a cooperative society there is no comp-
etition and consequently advertizing is not nece-
essary « The problem of increasing the clientelk
irn a cooperative society is met with in an alto -
gether different way . Each yeard a some is set

aside for the purpose of educationing the actual
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members of the society and also, tb gain naw
members It is a method of personal recruiting
such as we find in other social, organizationse.
Just as under the competitive system of business
progress is in diwect propostion to the advertis
ing agencies, so in the cooperative is varies dir
ectly with the energy and funds expended for edwm
ational purposes, In the formar case the increse
in number may be more considerable, but assuredly
there is no comparision in the soundness and qual-

ity of the increase in patronage.

f) Goods unfl services shall be soX

at the prevailing market price.

* Prices at a cooperative store are just &
high as at any other store, I do not ser any advan
tage in dealing there," Statments are frequently
made without other preliminary notionas. The above
stathent might well be heard on the lips of one
not familiar with cooperative methods, but never h

the mouth of & good cooperative membher whose educa
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tion in cooperation has taught more exact fads,
It 18 true that products in the cooperative store
are paid by the customer the same price as elsewle
where .,A consideration of a1l the facts, however,
will give thesef facts a different colour. Let us
suppose that you dbuy a loaf of bread at your loca
stdre and you are required to pay ten cents . Tl
loaf of bread has definitely set you back of ten
cents no part of which you will ever sec again .
Now, let us suppose that you are a cooperative mdn
mber and that you bmy your loaf at you society st
ore, You pay ten cents. There is a difference, how
-e¥er, You have not definitely ymrted with tawwhole
of your ten cents., When the term is ended you will
as all other members receive a refund of all surpe
lus that you have been asked to pay during the pre.
ceding months, Your posifion is exactly that of a
store keeper. He only pays the cost price for the
goods that he takes in his own stoer .,

There are good reasons why the cosperative

society insists on sellﬁg{ the current merket price.



73

In the first place sound business rests on &
the assurance that the income will at least
meet all the expences., Now, it is practically
impossible to foretell with certainty the cost
of operation. It is then logiecal -that the soc-
iety executive should first assure itself of
aufficient income and this is positively certain
when the sale price is that of the currentwmax ma-
rket. Emergencies will come in the cooperative
store as in any simélar business, Meats, fruits
and other fragile items are liable to lost and
this also must be covered . Through the education
al campaiggn the cooperative member is told all
these facts, he is convinced that the society is
a profit enterprise, but with thiis ditfference;
the profits reaped are not in favour and any one
individual in partieular, but in favour of each
one and all the membaers of the co-perative. The
cooperative member knows full well that if he is
required to pay the cuurent price, if there is a =

surplus charge, it will be refunded to him 4in the
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form of a dividend,

Price wars are invariably caused by soe
competitbr's attempt to sell his goods at an in
ferior price . Competition is an enemy to coop
erative progress, so that it is of no interest
to the existence of a conperative soeciety to ac
entuate the bitterness of this competition by
openly breaking the market price, especial ,
since its charging the current price is of abseo-
Jutely no disadvangage . In daily oeccurrenee
small business enterprises are compelled to ce-
ase operation on account of price wars. Now, &
might well happen that auch & rivalry by a more
powerful company could force a cooperative soch¥
ty out of existence to the detriment of all . A
monopoly will then have been established in its

stead.

g) At each inventory, reserves
shall be set aside to cover
depreciation and unforeseen

emergencies.,
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The Rochdale cooperative society shwa
itself above all very prudent in all its enter-
prises. It insisted on cash business, it adoptel
an educational s¥stem in order to ever strength-
en its foundations and increase its membership
with only the best elements, now this principk
stipulates for protection against emergencies,
The term depreciation is well known to all bus-
men; it means a reserve to defray the expences
entailed by the wareing out of existing capital
as well as pruviding for the replacement of the
capital at a gleen time . Some business rest on
the modern means of carrying on, It is evident
that even though business appliances might stfll
be of service, if they are incapable of keeping
step with other more modern appliances , they mw
must be replaced, The cost of the replacement i s
covered by the depreciation fund. The rate of ca
culation in setting a depreciation fund is usually

such that it permits a complete renewal in ten yexs,
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The capital of any enterprise needs b®
be replaced pertbodical, this the promoter knms
very well and he maRes provision for this by @
the 1tem of depreciation. However, ther are ot
er emergencies to be forseen. These are no so
gure and regulddr as the ware of the machinery in
a factory. The are fires, explosions accidents
to employees , sickness and other like incidents
must all be be reckoned with by the cooperative
manager., In the very first years of business the
Rochdale co-~perators experienced a deficit that
would. assuredly brought them ruin had it not bea
for their ample eme?gency reserves . In 1850 theg
bought a flour m¢ill with the best of intentims
but it proved a drain upon there profits rather
than realixe the aspirations dreamed of at fird
A truly safe co perative soclety must undergo pe
~i0dic inventories - sometimes these are fomm thme
times a year .On the aprointed dates busines reg-
icters are revised and a reckoning of stock on

hand is made . In this manner not more than two
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or theee months can elapse without the manager®s
knowledge of the exact condition of his busines
In case of leakage appropriate remedy can immed
iately be brought before any considerable loss
has been suffered. It is after such accurate
checking of books and stock that a financial &
statement id made and sent to esach member along
with a notice of s mmeting. At this wmeeting ead
member has his word to say with regarde to the
disposal of the net profits. When all necessary
reserves have been made the members are allottel

their dividends on the basis of their purchases
h) LlLabour shall be fairly tress

It is universally acknowledged that wh
wherever business is prosperous, there reigns a
spirit of contemtmpent amongst the employeeg «This
is easily understood., Content and happy with their
labour conditions, they end=savour to tre;t their

employer as they themselves are treatéd by him .
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On the other hand discontent removes the emp®
loyses' minds frow their work and not being X
interested their work is done accoedingly wit

the inevitable losses to the enterprise. Now,

the cooperative movement is a rational movemex
organized to relékeve the distressed labouring &
class. And since this class is also by far the
most numerous in society it follows that 1f they
are made happy by fair treatment, happiness and
contentment will reign., The community will be a
better place to %ive in and that ig the sole aimm
of the Rochdale Society. It intended to make an
organbzation to assure themselves of this happine
ess in the cormmunity. If they were to expect falr
treatment from employers , they engaged themselves
to glve the example. This policy has been faithfully
followed from the Tirst days of establishment down
the years of development until to-day .The cooperst
ive sovleties have s0 guined the confidence of ex-
perts tgat much of the business and legislature is

framed along mooperative procedures . In 1934 the
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British Parliamemt passed a law making compul
-ory 1in all of English industry the working
conditions which the Cooperative Wholesale Seo-

clety of England had established in its ware

houses and factories .

1) Cooperative societies shdl

cooperate with one anothen

*United we stand and divided we fall"
thus runs a weil known proverb which experiene
has confirmed in all the walks of life. We haw
pointed out the enormous 4difficulties that a ao
cooperative soclety has to encounter at its oxd
-gin as well as in the course of its developem
ent. A cooperative society is an effective fao-
tor in a locality, but it is only one unitgy
and has consequently a limited reach. The cog
erative society is for the welfare of a whole
class of people ; it is a national institution
and must ,therefore , be establisked throughouw

the country. Now, these national unites will be
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more powerfulf 4if they are united and foem a
strong front against competing enemies.

A union of cooperative co.peratives not
only provides for mutual protection , but pern
its the carrying on of business on a larger zm
scale and at better conditions . Apart from tle
fact that goods can be procured in greater guan
~-tities and consequrntly atb cheaper prices, i
there 1s another advantege not to be despised.
A number of consumer co:.perative socleties can
group to establish their wmw own wholesale ha
ses and even their own industrial productive
plantg. This is available only in the hypothéds
of uhion. This unity can be extended to the dam
main of cooperative education - greater and me
more effective means are possible. When an ext
tradinarialy good and effective educational pk
plan has been devised , it may be circulated &
around the country so as to behefit all the ce
operative societies. Common action in cooperat
ion is more effective than in most enterprises

it is always a sourge of progress .



CHAPTER 1V

CONCLUSION

1 Nature of Profit

Production is the effect of the coordinat~
of three agents ; nature , capital and labour .
All three are essentially necessary and any one
of them failing production becomes impossible .
Now, the selling price of the product resulting
from the union of these three fackors will nat-
urally be based on the cost of production , Be-
fore the market price can be set labour will hae
to be allotted its remiineration in the form od
wages and salaries ; capital will be remunerated
by interest and the remainder which is the remun-
eration of nature is sald to be rent . Now, if aft
er rewarding labour by a salary, caplital by intemws

est and nature by rent, there is anything left ig
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is called profit .Pwofit is thus defined the m
surplus that remains after deducting the whole
cost of production. This profit may vary in am
ount by reason of the nature , extent and cim
cumstances in which the business is carried on
It is , however, safe to say that in normal cm
ditions profits depend primeipally on two agets
exceptional abilities and exceptional advantages.
The fowmer is by all means the most important ,
sincees exceptional advantageous are no¥ lacking
in the majority of cases, yet fallures are reconr
-ed in too many instances , It is only Jjuatice
to say that in general good business must be ac-
credited to the competency of the management of
an establishment. It is for that reason that we
can very legitimately Justify enormpus profits
going into the cofifers of individuals. These ex-
ceptionaly talented promoters abe rahher rare h
this world and stil!, a great wany business men

appar~ntly attract seemly undue ovrofits from ther
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business without any obvious title to them .
This phenomenon , so freqhent in our indust-
rial countries, has lead students of soevial
science to see a grave injustice done to the
labouring class .

Karl Marx ( 1818 - 1883 ) has very for-
c¢ibly emphasized what he termed a a fraud of
the labours in favour of the capitalist .He
advocated that this surplus should not return
to the proprietor, but to the labourer who was
reslly responsible for it . In is affirmations
Marx was only repeating what Robert Owen ( 1771-
1858 ) had enunciated ; "profits are the funde
amental cause of all economle 1lls.® These extremn
ists sounded a key which created extensive stud-
ies on the subjected of profits with the result
of an elabotation of deveral methods intended to
distribute profits in a more equitable manner,

Karl Marx was definitely a Socialist and

pretended that khexsmiyxjustice to the labouring
cdass was posiible only when the State will have

nationalized all meams of production . Thas is nd
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acceptable .to economists of sound doctrine for
reasons thatare discussed at alength in all
books of Political Economy. The most common ex%
isting method of profit distribution is found h
our Stock @ompanies, Here again profits go to
those holding the shares, not necessarily to tle
class more in need and to a certain extent ent-
itled to it . Undoubtedly cooperative sovietiss
have a very definite advantage over all systems
of profit sharing. It is not without its disad
vantages, but in view of the tremendous good thh
~at accompanies this system of cooperation , it
iz towards it that we should henceforth turn ajl
our efforts to study , understand and sg§ad the
movement in all spheres of our industrial act-
ivities. Other system have not given the desirel
satisfaction, it but just that we should turn
an organization which is absolutely sifin and séd
id in its principles - a system which has given
results far beyond expectation in other countris,
There is no reason why we would not prove as abkb

to develope cooperation in our midst and thereby



85

share in a greater prosperity .In all our diff
iculties , industrial or other, we have too re
readily followed the instructions of doctors
who professed to know much more that the Bover
eign Ponti¥8s, Without calling it "Cooperative
Societies" Pope Pius X1 in his sncyclical on
Social Order advocated this sharing in the pro-
fits by the labouring class.

" We deecm it advisable that the wage -
contract should, when possible, be modified
gsomewhat by a contract of partnership,as is al
ready being tried in various ways to no small
gain beth of the wage-earners and the employess.
In this way wage-earners and other employees
participate in the ownership or the management ,

or in some way share in the profits,"
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