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Million of persons in the world today complain about
their lack of this or that commodity. They have the desire
but not the demand to purchase the things they need, and so
they do without them. On the other hand, thousands of pro-
ducers and middlemen complain about the large surplus of goods
they have on hand. However, we must not conclude erroneously
that at the one time there is a surplus of all goods, or that
there is a surplus of one commodity in all countries of the
world at the one time. Economists have rejected the pos-
sibility of a universal surplus and accept J. B. Saﬁ% theo~-
ry which -states that "the greater the number of types of products
are on a market and the greater the quantity of products of each
type, the more rapidly will the goods be distributed."™ Reboud
a French economist commenting on this theory says:

(1) "La formule précédente elle-meme implique 1l'impos-
sibilité d'un engorgement simultané dans chaque branche de
production. La surproduction peut etre partielle et affect-
er telle et telle industrie: mais élle ne saurait etre
générale.” (1) Prdsis d'Economie Politique by P. Reboud

Vol. 1, page 248, Paragraph 298.



Nevertheless, it is evident that we have with us in
the world today, the anomaly of finding in the same coun-
try thousands of people poorly fit and poorly clad, side
by side with great surpluses of food and clothing mate-
rial. Similarly, we see armies of unemployed lying idle
in the neighbourhood of a closed factory.

Many are of the opinion that this eondition is normal,
or at least maintain that nothing can be done about it. They
state that the poor, the hungry and the unemployed are here
with us for good as they have always been since the beginning,
We should not be so pessimistic as to conclude that there is
no solution to this problem., Qur late Pontiff Pope Pius XI
in his eneyclical "Quadregesimo Anno" is very optimistic when
he states."”

(1) For though economic science and moral discipline
are guided each by its own principles in its own sphere,
it is false that the two orders are so distinct and alien
that the former in no way depends on the latter--later it
is said--For it is the moral law alone which commands us
to seek in all our conduct our supreme and final end ete.

If this law be faithfully obeyed, the results will be that
particular economic aims, whether of society as a body of
individuals, will be intimately linked with the universal
teological order, and to the final end of all, God Himself,

our highest and lasting good."
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One sure thing is that the economic and social pro-
blem of to-day will not cure itself., Action is required.
The trouble with most of us is that we are always trying to
put the blame on someone else. It has become a universal
habit to accuse the government of being the cause of the
depression and for its continued existence. 1t is true that
the governments were partly responsible for the crisis but
in my humble opinion, we the citizens in general should shoul-
der the blame for most of the economic chaos. We have for-
gotten the Christian principles based upon reason, that man
being a social animal needs the help of his fellowmen to sur-
vive. Consciously or not, we became disciPles of the theories
of economic liberalism and of the tenets of rugged individualism.
We practiséd the policy; let the neighbour take eare of himself,
we shall take care of ourselves. The continued exercise of
such a philosophy was the main eause of this economic depression,
which shall remain with us long as we place the blame on the
government and refuse to help ourselves. No government by
passing lawe or giving away money can bring about real and
lasting prosperity. Despite all the government legislation
passed since the depression, in Canada, and the millions
of dollars distributed to the unemployed to alleviate their
sufferings, the economic state of our country and of the
rest of the world grows worse day by day. In our country

alone, in 1934, one fifth of the sountry was on relief. More than
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1,350,000 women and children lived on public aid while
500,000 adults were unemployed. It is almost irony to state
that in 1935 according to the Canada Year Book our national
wealth was calculated to be $30.840,210,000 giving us a per
capita wealth of §3,075,10.

Simultaneously producers are complaining about sur-
pluses and consumers about searcity. To mention just one
ecommodity let us take the milk problem. In 1937-1938 the
Bconomics§ - Division of the Department of Agriculture in Ottawa
with the co-operation and assistance or the extension workers
in home economics in the various provinces of Canada con-
ducted a survey of the per capita and per family consumption
of milk and other dairy products in all Canada. Many inter-
esting figures were obtained, but those most pertinent to the
subject at hand are the percentages of people reporting that
not sufficient milk was being obtained.

t3) As may be expected the majority of farm households
in most provinces reported that they had enough milk, However,
12 per cent in New Brunswick and 19 per cent of the farm
households in Sasketchewan reported a scarcity of milk.

On the other hand 40 per cent of the rural housholds other
than those of farmers in British Columbia, 34 per cent of

these in New Brunswick and 14 per cent of those in Quebeec,

(1) Preliminary Report on the Study of Consumption of milk and other
dairy products in Rural Households in Canada by W. C. Hopper,

P, H, Casselman, page 3, table 2.
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reported that they did not have sufficient milk.

Coneentraion of wealth in the hands of & few is
another evil in Canada, crying for a remedy. At a banquet
of the Vietoria University alumni im 1935, in Toronto,
suthentic statements were made by a member of parliamnent
eoncerning the concentration of wealth in Ganada. He
stated that one man alone in Canada was the dominating
power of 39 corporations with total assets of four and one-
half billions. A second Canadian owns and controls 31
companies with a ecapital of three billions. He declared
that 15 men alone in Canada controlled fifteen billions.

In the view of such abuses and conditions we would

be blind to conclude that no remedy is required.
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CHAPTER L

CHOICE OF A REMEDY.

If we admit the need of a remedy for this condition of
economic chaos and we are also convinced normal conditions can
be restored, the next step is to choose the remedy after
having carefully studied various proposals.

Meny remedies are offered to us by economic theorists.
Some are of ancient origin. Adam Smith, Ricardo, Malthus,
Stuart Will and J. B. Say welcomed economic liberalism as the
eure for the economic depression of their day. They favored
liberty of action on the part of the individual with very
little or no interference on the part of the state. Accor-
ding to them, there exists in the economie¢ sphere a natural
order of things which tends to establish itself spontaneously
if the individuals have freedom of action. This state of
things for them is natural and is the best possible. They
c¢laim that there is not antagonism, but harmony between the
personal interests of individuals. Moreover for them, the
welfare of the individual is in aecordance with the welfare
of the general. These four principles are philosophically
and economically false. The liberal school reduces to
nothing the role of the state in the economic sphere.

The consequences of the putting into practice of such a doc-
trine are many. As we find it in the animal kingdom, the regime
of economic liberatism becomes the rule of the survival of the

fittest, with the coisequent concentration of wealth into the
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hands of a few who are the strongest to survive. As a result
the great mass of the people is exploited by the few who control
the wealth of a nation. Other consequences of the "laissez faire
laissez passer" regime are intermittent periods of economic
depression and prosperity, unemployment, poor working conditions,
low wages and large surpluses ol goods. Economic liberalism or
rugged individualism as it is sometimes called resulted in the
decay of moral order in the economic relations of humans. Many
Catholic writers have condemned the regime. Among them, Dawson
in one of his works (1] speaking of the regime of rugged individ-
ualism notes that: ®This creed and the social and economic order
which arose from it, is entirely inconsistent with Catholic prin-
ceiples and was in fact the most dangerous enemy and rival that
the Catholic Chureh had to meet in modern times. It is a
philosophy of separation and irresponsibility which breaks up
the moral obligation of society into the chaos of competitive
individualism. It denies the sovereignty of the moral law
in the economic world, the principle of authority in polities
and the existence of an objective divine truth in religion.
It makes self-interest the supreme law in economiecs, the will
of the majority, .the sovereign power in the state, and private
opinion the only arbiter in religious matters.” (1)

Pope Pius in his encyclical "Quadregesimo Anno" gives the
essence of the Catholic view point towards economic liberatism

in the following words.

(1) “Religion and the Modern State" by Christopher Dawson
(Sheed & Ward 1935) page 151.
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*Just as the unity of human society cannot be built upon
class warfare, so the proper ordering of economic affairs
cannot be left to free competition alone. From this source
have proceeded in the past all the errors of the Individual-
istic school. This school, ignorent or forgetful of the
social and moral aspects of economic matters, teaches that
the State should refrasin in theory and practice from inter-
fering therein; because these possess in free competition
and open markets a principle of self-direction better able to
control them than any created intellect. Free competition,
however, though within certain limits just and productive of
good results, cannot be the ruling principle of the economic
world. This has been abundantly proved by the consequences
these have followed from the free rein given to these dan-
gerous individualistic ideals.™

Rev. F. Cronin, Ph. D. states that,

"As an economic theory, individualism is based on a narrow
theoretical analysis. Human tragedy is overlooked in the study
of abstract laws. Vital interests are excluded from its con-
sideration. (1) Later on, in the same booklet he writes as a
conclusion "Individualism, this is another fading dream. It
should join the fallen idols of the mind that litter the
bypaths of history.® (1}.

On the other hand we have a galaxy of theories which would

(1) "Rugged Individualism® booklet by Rev. John F. Cronin, S.S.Ph.D.

professor of Economics, St. Mary's Seminary, Baltimore, M4.
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inerease the control of the state in economic matters so far as
to create a veritable dictatorship. A few of these, mainly Com-
munism, Fascism and Socialism were formulated in some shape or
other decades ago. Others such as Social Credit were presented
to us by theorists who are still living. The above social theo-
ries have the common characteristic of exaggerating the role of
the state or to use another ism, they result in state paterna-
lism. The government regiments the nation. It assumes res-
ponsibilities that belong normally to the individual. Commu-
nism goes so far as to prohibit the right of private property
notwithstanding that it is a prerogative of man based on his

very nature, Socialism would suppress the right of private
property for the goods of production alone. Feaescism and Nazism
while not going to far as to prohibit a right so natural and so
dear to man as the right of private property, would nevertheless
suppress the freedom of speech, of the press, freedom of opinion
of worship and in face¢t many other human rights also dear to man.
Both Communism and Fascism are based on a false conception; of
the origin of the state and of the nature of the state's
authority. Raymond T. Feely S.J. says "Briefly put, the poli-
tieal philosophy underlying both Communism and Fascism is simply
this--all rights have their origin in and therefore can be
modified by or destroyed at the will of the Omnipotent State.

In more detail, personal rights of the individual, such as life and
liberty; political rights, such as freedoan of speech, press, assem-
bly and formation of political opposition to incumbents; economic
rights, such as rights to personal property, to the selection and

place, etc. of employment; family rights, religious liberty--all
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these basic rights and liberties in the totalitarian concept
have their origin in the state. The State therefore, may,

at will abrogate or curtail any or all of these rights at its
pleasure™ (1}

On account of this mutual erroneous conception of the
nature of the state's power, both Fascism and Communism
are to be condemned. Communism by its curtailment of the
right of private property with the consequent abuses is to be
condemned on a second count. Soviet Russia is a living
example of the results of a communistic regiymme with its
numerous cases of sabotage, inefficiency, political waste
and corruption.

In our own Canada we have two political perties advocating
economic systems or programs that deserve particular attention.
First because, one, the “"Co-operative Commonwealth Federation"
(C.C.F.) is Canadian in origin: and the other, namely, Social
Credit has a provincial government elected on its platform in
Alberta. In fact it is the only Social Credit government in the
world.

The Co-operative Commonwealth Federation as a political par-
ty advocating social reform first saw the light of day on the
first day of August, 1932, in Calgary, in the province of Alberta.
It is the fruit of the efforts of a group of members of parliament
representing labor and farmers. Mr. J. W. Woodsworth & Methodist

Minister was chosen leader of the party. He continued to be the

(1) Fascism, Communism, The U.S.A. booklet by Rev. Raymond T. Feely,
S.d. page 77, Published by the Paulist Press.



-11~-

leader of the party until a few months ago during which a
disagreement arose conocerning Canadats participation in the
European confliect.

The C.C.F. program though containing many necessary reformus,
contains on the other hand certain policies which would prove
dangerous if put into practice. Although the C.C.F. has not
been formally condemned by the Church it would be inadvisable
in fact very ill chosen for Catholics to belong to the party.
However, to do the party justice let us review both its good
principles and its condemnable features. The three excellent
prineiples advocated by C.C.F. are the following: 1st. the C.C.F.
favour an economy subject to moral obligations and organized
mainly for the satisfaction of human needs not the making of large
profits; 2nd. Co—opération both of consumers and producers is
favored by the C.C.F.; 3rd. the C.C.F. favors the existence of
planned economy with sound direction. 1In other words they are
against anarchy. The following are the tw o~ condemnable
features of the C.C.F.--1st, the C.C.F. considers capitalism
i.e. the possession of private property as a necessary evil.

It condemns the very nature of capitalism and not only its abuses.
2nd, the C.C.F. favours excessively the soclialization of too
many industries. It is socialist in tendency and in practice

might result in communism,
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Camille L'Heureux of the Droit, of Ottawa says:
*La corruption de 1!'Etat des CGécdefs conduira, en effet, &
la pire dictature. La C.C.F. se plaint aujourd'hui de la
dictature de 1l'argent. Son Commonwealth en dtablira une encore
plus terrible. 1a C.C.F. a beau dire que les administrateurs
du pays seront seulement les serviteurs du peuple. I1 ne faut
pas se leurer, sur la véritable nature de la démocratie socia-
liste, le controle absolu du pays sera entre les mains d'une
infinie minorité qui aura les plus puissants moyens d'enchainer
la volonté populaire. Cette ingérence de 1'Etat dans 1'écono-
mie canadienne aboutira inévitablement &la plus insupportable
tyrannie. En voulant restaurer l'ordre social, les Cécéefs
prennent les plus surs moyens de le renverser de fond en
comble. " (1)

Social Credit is a monetary system formulated by
Douglas, a Scottish engineer. Its founder is still living.
Not much interest was shown generally in Social Credit until
Mr. William Aberhart was swept into power in Alberta in 1935
on the Socieal Credit platform. As many other monetary reform
systems, Social Credit teaches that there is a perpetual lack
of purchasing power in the hands of the consumers, It differs
from other schools in its explanation of the causes of this lack

of purchasing power. To explain the scarcity of buying

(1) Le Commonwealth Co-opératif Fé&déré (C¢CqF.) conference
delivered by Camille L'Heureux et the Semaine Sociale de

St. Hyacinthe 1937--page 112 in the general report.
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power on the part of the consumers, Douglas imagined the famous
A & B theorem. In this theory A stands for all the expenses
ineurred in production but which are returned to the consumers in
the form of salaries, dividénds or interest. B stands for all
expenses paid to other orgenizations or industries and not to
individuals such as interest on bank loens, raw materials pur-
chased, depreciation reserve payments, etc. Douglas claims that
since only A expenses are distributed to the consumers as pur-
chasing power and yet that the price of the %ooés naid by the
consumers equals A plus B expenses, there is a perpetual lack of
‘purchasing power in the hands of the public on that account.

The theory is false and no real economist has as yetlaccepted

it as true. ‘' The B expenses all become purchasing power in the
hands of the consumers sooner or later, is.e. expenses B become

A expenses of another corporation, etc. Major Douglas did

not ecarry his reasoning far enough. He studied one industry
alone and then made a general conclusion applicable to the
economic sphere. Mr. Rosario Cousineau in 1'Actualité
Economique states:

"Dans une industrie particuliére le pouvoir d'achat
distribué au consommateur est donc inférieur au prix de revient
total. Ctest pourquoi le Major Douglas parle d'une entreprise
isolée et se hate de conclure du particulier au général, Cette
méthode de conclure est fausse, en ce qui est vrai d'une entre-
prise isolée ne 1'est plus si 1'on prend le régime dans son
ensemble, Les frais B d'un industriel sont les frais A d'un
autre industriel, et ainsi de suite. Il suffit de remonter assez

loin dans la chaine pour qu'il n'y ait plus de frais B." (1)}

(1) Le crédit social by Rosario Cousineau, 1'Actualité Economique
for December, 1936, page 118.
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Social Credit apart from being based on a false economic
principle is also liable in prectice, to all sorts of abuses
having a destructive effect on scciety and on the economy of
the state. TIhere is a great danger of Social Credit becoming
socialism once it is really applied. 1In his booklet "Le Credit
Social", Rev. Father G. Sauve, 0.M.I. goes on to say:

"De plus, un systéme qui donne al'Etat le plein contrdle
économique ntoffre-t-il pas un réel danger? Ne peut-il pas
devenir facilement socialiste? Cette distribution de la
richesse nationale n'obligera-t'elle pas les citoyens &subir
les caprices du gouvernement, ou si nous aimons mieux, de la
Commission de contrdle? N'y-a-t'il pas de danger que 1'Etat
veuille se méler de tout, non seulement de l'ordre é&conomique
mais aussi dé 1'ordre éducationel? De plus, quand Douglas
parle du partage de la richesse nationale, n'en parle-t'il
pas avec des termes que les socialistes, les communistes et
les technocrates accepteraient sans discuter? Comment sera
sauvegardée la liberté individuelle, dans un gouvernement qui
tient des citoyens aéa merci....et la propriété privée ne
subira-t-elle pas des atteintes graves? Puis, ajoutez a
tous ces doutes, les difficultés d'évaluation et d'applica-

tion, les exigences psychologiques de la masse! (1)

(1} *Le Crédit Social"™ by Rev. Gustave Sauve O0.M.I. pages 28-29.
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After having studied somewhat briefly the other most
important systems of social reconstruction offered as a remedy
for an economically distorted world let us study carefully the
christian way, the middle way. There is no maxim so true as
the one which says: ™medius stat virtus" in the centre stands
virtue. It is especially interesting to notice how all false
theories, illogical reasonings- and incorrect syllogisms
especially those who are in opposition as liberalism and state
paternalism or communism, generally fall within the same
current of error. They seem to form the circumference of a
revolving vicious circle at the centre of which we find truth,
undeniable truth based on solid reasoning and common sense.
And as we deviate from the centre, the error grows in magni-
tude until we reach the extreme limit of the cirele. In the
discussion we have at hand, co-operation, the middle way for
social reconstruction is at the centre, the two extremes are
liberalism and communism between which we find varying degrees
of socialism and liberalism. Co-operation is the middle way
as it favours individual initiative and action with some
degree of state help. Liberalism would reduce the functions
of the state to that of police duty elone. Communism and
fascism favours the organismic form of state whereby the
individuals composing it are a&s the cells of an organ, losing
the?eby their personality and most of all their natural
rights bdbased on humen nature. Co-operation is the Christian
way for it is based on brotherly love and help. It is the
sensible and logical way since it realizes that there

does not exist a natural order of things in the economie

8phere which will tend to be established if thelllaissez faire
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laissez passer™ policy 1s adopted. It realizes that this
natural order of thihgs is not the best, that there is in
fact; opposition between the interests of individuals as there
is between the interest of the state and the individuals. It
is a rational method sinee it respects the right of private
property considering it is & natural right based on our very
nature. Lastly, co-operation is economically sound, since it
favours the satisfaction of human needs before the making of
profits., Let us now delve more deeply into the subject by

defining and outlining the main features of ceco-operation.



-17_

CHAPTER II

WHAT IS CO-QPERATION.

Many words in the English™language have evolved and changed
so auch that their etymology gives us no clue to their original
meaning. It is not so of co-operation for the word comes from the
Latin co prefix mesning together, and operation from the latin
operor, operatus, opera meaning work, the compound word means
working or work together. Co-operation in English means to work
together, but this definition is too simple.

Co-operation has taken & very definite and strict meaning since
the birth of the co-operative movement in Rochdale nearly s century
ago. Since that time the co-operative enterprise has come to mean
an organization or enterprise planned and operated according to the
Rochdale principles and methods. The principles are three in number
and form the very framework of a co-operative enterprise. None of the
three is dispensable., lhey are sometimes called the primary principles
of ce-operation. The methods are more numerous, and may be dispensed
with in certain circumstances but needless to say, not without
endangering the existence of the co-operative enterprise in many
occasions. ihe essential difference between the Rochdale prin-
ciples of co-operation, is that for an enterprise to be called a
co-operative, it must at least be organized according to the three
primary principles which form the specific difference of a good

definition of a co-operative, while the secondary principles could



-18-

THE PRINCIPLES OF CO-QPETATION

Chart 1.
[ 1. 2. | 3.
One vote per Current rate Patronnge
member of interecst dividend
CO-OPERATIVE
PRINCIPLES
1. 4,
Cach bucl Voluntary
ag ueiness admlssion
2., L— 5.1
Current market Open door policy
prices
~—
5’ 60
Patt of net Noén-members can
profit for become shareholders
education
T 8.
Labor justly Co-operation
treated between
C6-operatives
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all be partially dispensed with and the enterprise remain
a co-operative although it would be a limping and a crippled one
indeed.

We are now ready to give a philosophical definition of a
co-operative, A co-operative is an enterprise democratically
controlled, i.e. each member having but one vote irrespective of
the amount of his investment; paying a fixed rate of interest
not exceeding the current rate and distributing the net profit
to the aembers in proportion to their patronage to the enterprise.
Let us now develop at more length the three principles of
co-operation.

1st--A co-operative society shall be democratically
controlled. Each member of a co-operative shall have one
vote irrespective of the amount of his investment. This is
quite different from the ortifdox capital structure of the
modern enterprise. In the latter the shareholder has as
many votes as he has shares. For example, if the shares are
of $100. par value and a shareholder has $1,000. in shares
invested, he will have ten votes. If the shares were of §$10.
par value and he had $100. invested he would still have
ten votes. In this type of business, the largest investor or the
few largest can get control of the affairs of a firwn. The almost
invariable result is that the small group manage the business in their
own interest and to the detriment of the umajority of small shareholders.

In still other cases, some firms are controlled oy a small group who do
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not exen have the greater proportion of the money invested. This
they accomplish, by issuing several kinds of preferred shares and
common stock. By issuing to themselves for goodwill, legal sadvice
etc. most of the common stock which bears the right to wote and by
glso issuing preferred shares which has been subscribed for and
paid for but which do not bear the right to vote; the common
stock holders who have contributed little or nothing to the real
eapital of the firm can become the directors of the fir...
Frequently to make things appear normal they may ~ive away free a few
shares of common stock with the purchase of several preferred
shares thereby giving all shareholders the right to a few votes
in the general meeting of the firm. However care is taken that
most of the common stock is kept in their own hands.

In the cou-operative enterprise control is equally distri-
buted among the shareholders. It is the human element which conmes
first, the money elements seco~d. as Ellis Cowling puts it
"Co-operatives believe that men should control money and not
money control men. For that resson they insist on one man one vote." (L

There is less danger of exploitation in a firm organized on
this principle since it requires the majority of shareholders to
be unjust or dishonest. In the ordinary capitalistic business a
few dishonest or unjust persons or even one person alone could ex-
Ploit thousands of other shareholders. J. B. Cloutier in one of his
articles on co-operation states: "Le danger des abus est moins grand
dans les sociétés controlés par la majorité des personnes, au lieu

que par la majorité des actions. Dans tout groupement humain il

(1) 4 short introduction to Consumers Jo-operation by Ellis Cowling,

page 25,
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y a ordinairement plus d'honnétes gens que de voleurs." (1)
2nd principle. If interest is paid on the money invested in the
eo-operative enterprise the rate should never exceed the prevailing
current rate., Notice must be given here that this second principle
applies especially to consumers' co-operatives. Agriculture
co-operation seldom does and in fact in some centres it is con-
sidered fundamental that no interest nor dividends should be paid
on the common stock of the co-operative enterprise. The word
comron stock may be ill chosen but it means the amount of money
invested by the co-operators which bears the right to vote, If
an agricultural co-operative Tirm needs capital and it is unable
to obtain it from the original co-operators or from new members
it may borrow from outside sourdes. It may obtain the necessary
capital by issuing preferred stock which may be sold by brokers.
This preferred stock bears a fixed rate of interest as it is con-
sidered a loan to the firm. It does not carry the right to vote
for the important reason that, in an agricultural co-operative
only bona fide farmers can become members. Jonsequently neither
lawyers, doctors nor business men as such could become voting
members of a producers' co-ops since they have no produce to sell
to the co-operative. They consequently can not become co-operators
in the strict sense of the word. They may help the enterprise in
many ways and precisely the best way they could work for the ad-
vancement of agricultuval co-operation is by becoming preferred
shareholders,if the society requires more capital.

On the other hand, almost all consumers'! co-operatives pay

a fixed rate of interest on common stock. [Ihe Rochdale pioneers paid

(1) La co-opdration agricole, First lesson by J. B. Cloutier page 2,

Published by the Juebec Department of Agriculture.
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five per cent interest on money invested in their enterprise.
Five per cent was the current rate at that time. The capital
for consumers' co-operation is usually obtained from the
poorer classes which liave saved up to the last penny in order
to be able to buy a share or more. It is rather hard to ask
people to make such sacrifices and not pay them at least some-
thing for the use of their money. That explains why since
the beginning of the co-operative movement in England, consumers'
co-operatives have thought it best to par a fixed rate of
interest not above the prevailing rate on all shares held.

But the characteristic feature of this principle and
what distinguishes it from the policy of other commercial
enterprises is that no matter what form of co-operative
society itiis , if interest is paid on capital invested it
shall always be of a fixed rate not higher than the prevailing
rate. In the ordinary profit business, dividends fluctuate
with the earnings of the firm, i.e. they are not fixed. On
good years, they may be above the current rate, on lesan years,
below it. There are several sound reasons why co-operatives
in general have adopted a different principle. UIirst of all
co-ops are not organized for the sake of profit making.
They do not cater to and do not want as members, persons
of the get rich-quick class. Co-operatives went co-operators.
They want members who really have at heart the welfare
of the group not merely their own advancement. LIhis

is one reason why the co-operatives never pay interest
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at a higher rate than the prevailing current one.

The paying of a reasonable, fixed, but certain rate of
interest is preferable to an uncertain changeable higher rate.
The former is on investment, the latter is speculation. All
firms, including the capitelistic organizations adopting the
first principle of dividend payments are more stable. Uiy
paying a fair and a reasonable rate of interest even during
the most prosperous years, permits the firm to increase
its surplus which may be used during the lean years to pay the
fixed rate even if profits do not warrant it. It permits the
increase of the reserves for bad debts, for continrencies, ete.
And as for co-operative enterprises, the paying of a fixed but
reasonable rate of interest or money invested is indispensable
and essential‘for without its practice, the fundamental prin-
ciple, or the characteristic feature of co-operation i.e. the
patronage dividend, would not be possible.

The patronage dividend depends almos* entirely on this
second principle. If a co-operative paid on capital invested
a hi-her rate of interest *han the one commonly received for
that period, its profits would in all probebillity be too small
to permit the return to the co-operators in the form of
patronage dividends, the savings which they rightl'y deserve.

3rd principle.--The net operating profit ot a co-operative
enterp;ise after deduction have been made for publicity, reserve
funds, ete. will be divided amon:; the members according to
their purchases or patronage brought to the firm. In the

case of a consumers' co-operative the .ore a member buys from
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the society the greater shall be his patronage dividend. as
for an agricultural producers' society the more a producer
sells to the co-operative the greater shall be his patronace
dividend. In a co-operative enterprise where neither goods
are s0ld nor bought but where services are rendered insteead,
the patronage dividend increases with the amount of services
received by the member. Here are a few examples.

A consumers! co-operative society in New York City had
$5,000. left over after all directors and members expenses,
reserve fund cayments and credits to surplus had been paid.

It was a gas filling station. It had done for $125,000.

worth of business that year. The shareholders upon recommen-
dation of the board of directors elected to return the 35,000,

to the co-operators. That made a dividend rate of 4% on every
dollar. John Smith had given ,500. worth of business to the
society that year while Henry Brown had patronized it to the
extent of §$100,00 during the same period. As patronage divi-
dend at the end of the year John Smith received $20.00 and

Henry Brown $4.00. In Ottawa, let us say there is a co-operative
dairy operated by farmers. At the end of 1939, the society
declares its volume of business for the year had been of $100,000
and its net profit after necessary deductions, 43,00.00. The
directors and shareholders decide at the general meeting to
return $3,000, to the members in dividends, i.e. three per cent
for every dollar of business done. Sam Jones sold for $4,000.

to the society that year, while Adam Grey sold for §5,000.
Therefore Sam Jones will receive $120.00 for his patronage

dividend and adam Grey $190.00.
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In Quebec City, let us say there is a co-operative egg
gradings station. Nothing is sold nor bought. The service
of grading eggs alone is rendered. A ressonable rate is
fixed at the beginning of the term to charge for grading
so many dozens of eggs. Let us say, one cent s dozen was
decided upon to grade the eggs. buring 1931, 500,000
dozens of eggs were graded by the station makiéng a gross
revenue of 5,000. After all essential deductions were made
from the gross profit, 41,000. was left to distribute as
patronage dividends.

Mr. £ had brought 5,000 dozens of eggs to be graded, Mr.
Z, 10,000 dozen. For his share s«r. X received $10.00 patronage
dividends, while Mr, 4's share was $20.00, The members received
a rebate of 20} on every dollar of business brought to the
enterprise.

As previously mentioned the patronage dividend particularly,
distinguishes the co-operative from all other commercial enter-
prises. In ordinary business the largest share of the profits
goes to the one who owns the largest share in the firm. It is the
money element which counts here. In the case of a co-operative,
the member who helps the enterprise most by his patronage
receives the largest reward. Here it is the human element
that counts. By the practice of this third principle the
co-operative movement remedies the greatest evil of modern
capitalism, the concentration of wealth. £11is Cowling in his

book "Co-operatives in America " states:
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"Capitalism tends to concentrate weslth; co-operation
mekes for widely distributed ownership of property.

The ressons are simplicity itself. By its technique
of giving the largest share of the earnings of industry to
those who have the largest investments, capitalism makes the
rich man constantly richer in comparison with his less fortunate
neighbours., Two men may start out in the same corporation,
one making an investment of $100,000 and the other $1,000,000.
If an average dividend of 100 per cent is received and all of it
is saved, at the end of ten years, the difference betwecn the
wealth of one and of the other will double. When they start,
the richer will have $900,000 more than his fellow. At the
end of the period he will have 1,800,000 more. Under
capitalism nothinz can prevent a growing gsp between rich and poor,
between those who have little and those who have much. This
tendency is inherent in the technique.” (1)

A few paragraphs further he states: (2)

"The co-operative, technique, in contrast to capitalism
makes for wide distribution of both wealth and control of

business enterprises. Again, the reason is simple. A4 co-

(1) "Co-operatives in america" by Ellis Cowling published by
Coward McCan Inc. page 177.
(2) Idem page 179.
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operative pays its earnings to its patrons, the largest
simple group of person in direct economic relationship to
it."

Sometimes however the patronage dividend is only partly
or not returned at all to the members in the form of cash
patronage dividend. Belgian co-operastives particularly,have
adopted this plan. Instead of paying them a rebate of a certain
percentage on every dollar brought to the firm in volume of
business, the Belgian co-operative returns the patronage
dividends in the form of social and educational services such as
libraries, recreative centres, nurseries and even hospitals.

A few co-operative societies in smerica have adopted this
plan but a greater number practice the technique of spending
part of the net profit for such cultural and social advance-
ments while remitting the greater portion to the co-operators
in the form of cash patronage dividends.

As the co-operative movement grows, and experience is
acquired we discover that the co-operative principles must be
adapted and improved upon. For example, injustice was noticed
by competent observers, issuing from the policy of the simple
flat rate of patronage dividend paid on the amount of business
brought to the co-operative and not paid in proportion to the
profit made by the co-operatives on the business brought to it.
at present the laws governing co-operative organizations in
most centres do not provide for the paying of patronage divi-
dends in proportion to the p.,ofit realized on the business

brought to cash by the member. George Keen is of the opinion
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that the Ontario co-operation law regarding this point should be
ehanged. He says: "The Ontario co-operation lew provides for the
division of the net surplus among the members or shareholders

in proportion to the volume of business which they have done with
or through the co-operative. This provisicn contemplates a flat
rate of patronage dividends, irrespective of the nature and
percentage of profit surplus made on the merchandise bought.
Provision should be made in the law for the payment of dif-
ferential dividends. If this is not done the effect would

be to enable a disloyal member to divert to himself some of

the savings the loyal members have effected on their general
purchases from the society, many of which showed much greater
marzcins than those realized on the individual commodities

to which the disloyal member confined his purchases, and an
amendment has been submitted to the Government to meet this
injustice.™ (1)

I'he methods or secondary principles of co-operation,

1st--From the very begin-.ing the Rochdale Pioneers did all the
business on a cash basis. This policy has been practiced by co-ops
ever since. Credit is a blessing, an almost indispensable means
of doing busine.s nowadays but it can so easily become the curse
of humanity as it is at the present time.

People have now the habit of buyin,: more than they can pay

for, because they do not have to pay cash. American aund Canadian

(1) "Existing Legal Requirements for Co-operative Organization in
Ontario and Suggested Changes." by George Keen. 4 conference of

¥r. Keen appearing in "Agriculture Co-operation in Canada" &

bulletin of the Cansdian Society of Technical AgriculturistS. page 398.
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homes are 'filled with radios, refrigerators, washing machines which
will eventually be taken away from the buyers as it will be im-
possible for them to make all the payments. We must not forget
that when a firm sells on a credit bhasis it is really lending

money to the buyer. 4And when it grsnts him 6 months, a year or

18 months to pay we can readily understand why this becomes a

heavy burden upon the firm's profits. It is true that the firms
themselves are granted credit to a great extent but most of the
expenses such as rent, electricity and wages have to be paid on time.
This extra turden of credit has to be paid by someone. Very

often the wages of the workers are cut or the selling price of

the article is raised. <Lhus we see that the folly of one person
buying unscrupulously on a credit basis is paid for by another

who may be perfectly innocent. Co-operative stores believe that

it is not the affairs of the manufacturer or retailer to lend

money to the buyer to purchase the goods but really the affairs of
the bank whose business it is to grant credit. 4and for that purpose
they have instituted credit unions or co-operative banks. [(hese
loan money or grant credit to all honest members for a worthwhile
purpose. If credit is refused it either means, the person request-
ing it is dishonest or known to be unable to repay the loan or

that the money required is not for a deserving purpose. The adop-
tion of such a policy benefits the co-operative store in many ways.
It permits it to lower the cost of operations, consequently
inereasing the patronage dividend. It reduces bookkeeping and the

carrying on the books of outworn debts, No reserve for bad debts
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need be set aside. ihe problem and expenses of collection
dissappear. These benefits are almost indispensable to the life
of most co-operatives as the majority of them are capitalized with
the hard earned savings of its members and therefore they could
not stand the added risk and expense of credit business.

2nd--Business 1is carried on according: to the current
market prices. In the case of a consumers'! co-operative, goods are
sold at the prevailing retail price. Similarly in an agricultural
co-operative, goods received from producers are paid only the
market prices commonly given. The twenty-eight weavers of rochdale
practiced this from the beginning. TIhey knew that they did not
have the capital to wage a price war with competing profit
enterprises. The small business which tries to break the larger
ones by price cutting usually ends in failure. It is much sounder
policy for co-operatives to adopt the current price system. 3By
s0 doing they give the ordinary capitalistic enterprises one pretext
less to compete with then unjustly. Co-ops usually have enough
enemies without exciting more of them. Business transacted
on a cash basis also gives the co-op more working capital. A
godd supply of working capital is essential for the successful
operation of every business. lurthermore, if the co-operative
sold goods at cost plu; expenses it would be acting without
foresight as it would not teke cognisance of the fact that
expenses of handling and marketing goods vary and can't be fore-
$old accurately.

There has been some notable exceptions to the practice
of this second method especially in Sweden. Swedish co-operetives
have time and again slashed their prices to such a low ebb as to

cause competing firms to reduce them as in the case of light bulbs,
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and galoshes.for instance. But in Sweden the co-operatives could
do it because they had become powerful organizations and secondly
because the margin of profit that the competing firms were
making on these products were so high that the co-ops could
reduce the selling price from 50 to 75 per cent and still operate
at a profit. However, these exceptions do not prove the rule.
fhe charging of the current marked prices still remains the
soundest technique under ordinary circumstances. Instead of
giving an immediste rebate on the selling price let the rebate be
given at the end of the year in the form of patronage dividends.

Many persons can't understand why co-operatives do not
undersell their competitors and for that reason they do not
patronize the co-op. These people are pitifully ignorant of the
principles of co-operation. They are not co-operators and need
to be educated along those lines.

3rd method.--No new member should be refused except
if his intentions are known to be of injury to the co-operative
society. 1his is the open door poliey. In consumers' co-opera-
tives every one without distinction of race, creed or color
should be admitted if they are consumers. and since all human
beings are consumers from the babe in the crib to the nonagenarian
this form of co-operation has the widest field of application.
It is the ideal co-operative since it can embrace all of human
society under the basis we all been in common, the fact of being
consumers. We are not all workers, nor farmers, nor fishermen,
nor members of the same profession but we all consume.

In the other forms of specialized co-operation, agrioulturalJ

fishermen etc. only bona fide fari.ers and fishermen can become
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members and this, for the reason mentioned sometime before in this
work. An agricultural co-op is founded to beiefit the farming
class by pooling their produce, grading it and deianding a
re:sonable price. It is evident thest only e fermer that produces
for sale can co-operate with the society in the strict of tre
word. The same applies to all other specialized co-ops.

However though the principle of no limitation of member-
ship applies universally in the case of a consumers' society it
still applies partially in the case of specialized co-operatives
in as much as in the latter no bona fide member should be refused
admittance if he is practicings that particular trade or profession
and his intentions are not known to be harmful to the society.

4th method.--Members shall be left to join voluntarily, no
coercion nor force should be used. The Rochdale pioneers practiced
this from the outset., They knew very well that a man could not
be made to co-operate against his will. Co-operation and coercion
are conflicting terms. The methods of forming co-operators are
education and then conviction. The Bolshevik method of forcing
people to co-operaté in order to arrive at universsl co-operation
is absurd. Common sense tells us it will never work.

We often hear people ask would not universal co-operation
be dangerous i.e. when all commercial enterprises without
exception would be operated co-operatively. They state, would it
not kill individual initiative, scientific advancement etc.? Even
if we had universal co-operstion the world would be much better
off economically and socielly then it is now. But it is useless
to worry over what will never happen. Human nature being what
it is, universal co-operation will never come about. e can't

even get all the people in one small community to co-operate,
how are we to expect a whole country or state to do so. There will
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always be enough opposition to co-operation to prevent individual
initiative or scientific advancement from being dormant. LIhere
has been and will alwuys be so many rugged individualists that
our eternal worry and biggest task will ever be, to get more
co-operators.

But the writer is of another opinion entirely concerning
initiative in the capitalistic regime versus co-operation. In
his opinion it is the lack of initiative which retards co-operation
in the world to-day and instead of co-operation retarding initiation
he believes it would favour it in many ways. It takes a great
deal of initiative to start a co-operative and make it work.

5th method.--A certain percentage of the net profit will

be set aside each year for co-operative educational purposes.
The aim of such a program is to permit the 0ld members to
acquire more knowledge about co-operatives and thus keep.them loyal
to their society; and secondly to acquire more members by showing
them the advantages and benefits of co-operative effort. At the
same time, co-operative education imparts fuller knowledge to
those managing the co-ops giving them the opportunity of running
their business more efficiently.

In the ord.nary business of any importance thousands
of dollars are spent yearly on advertising. Much of this
publicity lies on the border line of truth and deception and
a great percentage if it is utterly false and misleading. One
needs but pick up any widely read magazine for the confirmation .of
this statement. rhe ridiculous part of it all, is that the consumer
really pays in the selling price of the article for the cost
of printing such absurdities. The purpose of such advertising
is to convince the potential buyer that he or she can't go on

without this or that commodity. Appeal is made to the passions
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of jealousy, pride, love and in a few cases only to common sense.

Co-operative educational efforts if it may be called ad-
vertising appeals principally to our common sense. They have
shoulder to shoulder talks accompanied by definite proofs that
the co-operative way is the best way. The principles of co-
operation are discussed and the working of those principles ex-
plaeined. Libraries and reading rooms are established. Books
and periodicals are written. Conferences by competent co-operators
are given, Study clubs or circles are formed. All these form
part of the widespread educational program. As knowledge precedes
action, co-operative education precedes co-operative action. Most
people must be taught to co-operate or else they will not. But
what is almost as importent is that a co-operator must be repeated
the co-operative principles and methods and their operation if he
is to remain loyal to the society. As a good doctor, lawyer,
accountant or any other professional msn must review and refer
to his books in order to be efficient, a good co-operator must
ever have clear concepts about co-operation., It is generally
found that the co-operative society having the best educational
pro: ram usuélly makes the most progress,

Professor __A. B. Mac Donald of St. Francis Xavier University
in one of his talks declared:

"In starting our progress of co-operative organization for
the people of Nova Scotia, we had the experience of other provinces
and other countries to guide us in avoiding the dangers and
finding the most direct way to proceed. One of the warnings
we read in the failures of some who had gone before us was
that it is futile to attempt to develop a program of co-operative
activity for the people unless it is built upon the founda-
tion of adult education. <Co-operatives that had been

8tarted without their way being paved by the enli htment of
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the prospective members as to co-operative principles and
methods had not known success., [here is nothing strange or
unnatural about co-operative procedure, except that it is
contrary to the warped and distorted tenets of capitalism that
have prevailed so long that they have been accepted or the
assumption that use makes right. Ideals and attitudes have
to be changed and richted; confidence has to be injected
and inspiration given the people before they will raise their own
standard and do battle for themselves." (1)

Reverend Father Philippe Grondin at the St. Hyacinthe
Semaine Sociale of 1937 stated:

"La co-opération n'est pas seulement une affaire c'est
aussi, c'est surtout, c'est avant tout une oeuvre sociale. Ou
comne le dit excellement le Pére Graty, "pour fonder une oeuvre
il ne suffit pas de vouloir, il faut sussi savoir. Aloss,
vouloir et savoir e¢test pouvoir.

En effet, les oeuvres sociales ont d'abord besoin de
lumiére. Elles meurent souvent d'obscurité et de confusion,
parce qu'elles sont mal connues parce qu'elles ne sont pas
coaprises, peut-étre aussi parce que, hativenent congues elle
ne répondent pas au te.pérament du milieu elles ne sont pas

outillés pour atteindre le but qu'elles voulaient poursuivre." (2)

(1) Education Preliminary to Co-operative Organization by

A. B. sdlacDonald lecture appearing in the Canadian Society of
Technical aAgriculturists special bulletin "Agricultural Co-
operation in Canada" page 387.

(2) "L'éducation du sens co-opératif," lecture by .‘ather Philippe
Grondin at 8t. Hyacinthe 1937, contained in the general report.

page 237.
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6th Method.--A non-member may become a member of a
go-operative by letting his portion of the net profit be applied
to the purchase of a share. The Rochdale weavers noticed from the
start that they had many customers who were not members of the
society. Llhese patrons were not entitled to dividends since they
were not members¢ Instead of paying this part of the net profit
to the shareholders, the directors decided to allot this amount
as part payment on & share of the society thus makinc~ this
customer a member. Lhis procedure has been used by Mmost co-
operatives ever since. It permits the addition of valuable members
to the society who otherwise would perhaps not have joined up.

1th Method.=--Labour must be justly treated. It was 28 poor
hungry workers who founded the first co-operative of its kind in
the world. These men had suffered the hardshlps of poor working
conditions of long hours of labour and of low wages. They never
forgot those hardships. It was not long before the expansion of
the co-operative movement in England made employers of these
former employees. From that day on, co-operatives have had in
their program just treatment of all employees, just wages,
reasonable hours of labour, sanitary conditions and recreational
facilities. Co-operative societies have found, that the just
treatment of labour pays divideuds. It is a fact that for a
co-operative to succeed there nust be co-~operation in the
inside &s well as on the outside., Dissatisfied labour will
never co-operate. Apart from that, since the main agim of
the co-operative is to raise the.economic and socisl
level of humanity it is only natural that it should begin
to practice it within its own sphere. The organization
of recreational activities alone, although it is more in the field
of charity than that of justice, rewards the co-operatives

immensely. It helps to get the employees together, developing



-31-

among them brotherly love, loyalty and devotion towards the firm.
It is the best form of advertisement imaginable and moreover the
co-operative spirit itself is fostered. Ihe co-operative spirit
is that intangible something which binds all members to their
society.

On the other hand labour can bleed the co-ops if the
members are not co-operators and think only of increasing their
purchasing power by increasing wages rather than by consumersf
co-operative effort. Geo., W. Jacobson delivered an interesting
lecture at antigonish a few years ago concerning co-operatives
and labour. He dedlares "Labour may bleed co-ops. It is of
cardinal importance that labour leaders recognize and act on
this principle. Right now labour is on the march. But because
the membership and management of many co-operatives are friendly
towards labour, there are indications of grave danger that the
present labour union development will go too far in taking ad-
vantage of this friendship and turn.it into bitter misunderstanding
and antagonism. Too often the leaders of labour unions are inclined
to look on co-operatives just as they do on any capitalistic enter-
prise., Even more serious, they may demand more of co-operatives
than they demand from private competitors because the members of the
co-operative are sympathetic toward the union. Ior example, unions
in New York City demanded and received trom the co-operative res-
taurants a wa_e almost double that which they agreed on with a
chain of restaurants which compete with the co-operative.

Such a policy puts the :o-operative, usually a Wew

and struggling organization, under such an extreme disadvantage
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in competing with private business that its survival may even be
threatened. This then, is one aspect of the danger in the present
situation, the danger that organized labour, by a shortsighted
policy of immediate wage increases, may destroy its own opportunity
of securing a lower living cost through consumer's co-operative
effort." (1)

8th Method.--Co-operatives must co-operate with one another
if the movement is to succeed to any great extent. The more
powerful a genuine co-op becomes the greater are its capacities
of rendering services to humanity. A group of separate, non-
co-operating co-ops and perhaps competing with one another has not
the strength to meet strength, power to match with power, and
the only way these enterprises can ever acquire this power is by
co-operating with one another, This co-operation may range from
mere amicable rfelations between them to actual amalganation. It
is evident that if co-operative effort is to be integrated as far
as going i1nto the wholesale business and then actual production,
co-operatives already existing must help themselves and strive
towards that end. a wholesale store requires more capital,
more labour, nore efficient dire¢tion and more business than a
retail establishment. This flows from the fact that its margin
of profit is smaller than in retall stores. Faster turnover
and greater volume of business n' turally follow. T[o enter into
the field of production requires still more capital. Thousands of
dollars must be invested in machinery, equipment and in buildings.
Lastly the final goaﬂ\ownership of the sources of raw materials

such as 0il wells, mines, plantations and so forth demand the

(1) "Consumers' Co-operatives Face the Labour Problem" by Geo. G.
Jacobson of the Midland Co-operative #fholesale U.S.A. talk

delivered at antigonish, page 3.
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greatest amount of capital of all the other co-operative functions.
From whom will such capital for expension be obtained if not

from the several already organized co-operatives. Certainly not
from ordinary capitalistic organizations since these are forever
tryings to suppress out of existence those new enterprise called
co-ops. ¢Certainly not from the mass of the people who are altozether
ignorant of the value of co-operatives and who have not even

becone members of their local societies. Only mutual help among

the co-operatives, and their federation if necessary allows the
formation of co-operative wholesale societies or co-operative
factories. The ideal co-operative begins just at this point.

Retail co-operatives are only the first step towards the ideal.
Apart from this, co-operation among the societies has decided

other advantages. It results in the unification of business methods
of accounting procedure, the hiring of better trained men to take
care of the business., It permits savings on expenses for education
and publicity. One publication instead of several may be issued.
Useless duplication of service may be abolished.

For example, in many cases there 1s no room nor the necessity
for tne existence of an agricultural co-operative in every village
and parish. Very often amalganation of several small inefficient
co-ops into one society is preferable,

The most suitable location for &ll concerned may be chosen.
In St, Michael, Quebec, (Bellechasse County) there is a flourishing
agricultural co-operative which handles the goods oﬁ%en to
fifteen neighbouring towns, some villages being in other counties.
In the year 1939, 29 car loads of strawberries alone were shipped

from its warehouse., Its facilities of grading , warehousing,

and . refrigeration are up to the minute in convenience and efficiency.
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Such facilities would be impossible in a small co-operative as
the quantity of goods handled would not warrant the expense.
Ifhere is however,a limit to this centralization as there is
a limit to decentralization of co-operation. Co-operation among
co-ops will determine the just limit.

®llis cvowlin, in a few words shows the value of co-operstive
union. "Co-operation has grown by *the increasing sense of unity
and common purpose which has come to characterize the movement
the world over. In union there is strength. Individual local
societies fighting the battle against the profit system individ-
ually can do something; but when local societies combine their
strength in wholesale organigations in central educational
organizations giving help and counsel to all. Co-operation

becomes a mi.-hty power for bringing economic security and justice

to humanity." (1)

(1) "A Short Introduction to Consumer's Co-operation.®

by Ellis Cowling--page 37.
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CHAPTER III
HISTURY aND DEVELOPMENLT QOF CO-OPWRATION,

An outline of the history and development of co-operastion
is not complete without mentioning early unsuccessful attempts in
that field. Such may be considered the attempts of Robert Owen
and Dr. +#illiam King.

KNGLAND
Robert Owen was born in 1771 of poor parents in Hewton

England. .hen only twenty-eight years of age he became in 18830, by
his personal initiative and hard work the managing owner of the

New Lanark Mills about twenty miles from Glasgow. Conditions

were very bad in this town. Owen himself said of the conditions

of his town, "The people lived almost without control in habits

of vice, poverty, idleness, debt and destitution." Owen had from
the beginning thought of methods to remedy such conditions. Kimball
in his work "Principles of Industrial Organization states:

"Owen had long pondered a plan for improving such conditions
and now had an opportunity for putting his theories in effect.
Against great difficulty including opposition from the employees
themselves, he gradually built up a model village the equal of
which did not exist and has seldom if ever been seen elsewhere.

His reforms included proper sanitation in homes and factories,
recreative facilities, library and schools, methods of purchasing
supplies for the workmen at low rates in such a way that they
would not be cheated, elimination of drunkenness and the reduction

of the working day to ten hours, thirteen and fourteen or even

Sixteen hours being the length of the working day elsewhere.
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He in fact, anticipated practically every item of welfare work
that has been attempted sincse.

Owen carried on this work through good times and bad times
at one time paying ful) wages for four months, during which the
mills were idle, at a cost of $45,000. But in spite of what to
his partners and many otlkyrs seemed an extravagant and useless
outlay of money, the business prospered and paid handsomely
the village becoming a model of its kind." (1)

Owen went even further than that. Being a Socialist he
favoured ownership of the factory by the workers. He was convinced
that the only solution for the labourer's plight was to let those
who worked in the plant, own it. His plan being too idealistic, did
not work. He soon had to retire from the partnership. The village
and factory returned to their o0ld state. Owen died in 1858 a poor,
almost forgotten man. So failed one of the first attempts of co-
operation tut of a special type, i.e. producers' co-operation in the
industrial field whereby the workers own the plant.

At almost the same time in England there was another man
whose greatest ambition was to relieve some of the hardships of the
working class. This time it was a doctor, Dr. William King of London.
He also, was struck by the pitiful conditions, and so he began to
preach and lecture on the unfortunate plight of the labourers and
the means of remedying the situation. He even published a magszine
called "The Co-operator".

Dr. King attached greater importance to consumer action
and co-operation as we know it,than did Owen. He favoured ownership

of the store by ceonsumers., However by emphasizing the ownership of

(1) Principles of Industrial Organization by Dexter S. Kimball,

page 22-23,
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the stores by the consumer working class alone his plan carried
the same error but to a much lesser degree than did Owen's.
Owen and King had the following three principles in common.
1st, There must be complete independence of the co-operative society
from politics. 2nd, Members would join the society freely. j3rd,
The workers should own the store or plant in which they work.

Moreover, Dr. King emphasized proper management, an accurate
system of accounting and a sound educational program. Hvidently
Dr. King's works were to enjoy longer life on account of his
practicability. By 1830, King had organized one hundred and
seventy of his stores or Union shops as they were called. By
1832 there were over four hundred of them in existence throughout
England. His periodical "The Co-operstor" helped him in his cause
a great deal. Nevertheless, owing to different causes such &s
doing business on a credit basis and by emphasizing ownership
of the enterprise by the consumers' labour class, Dr. King's work
followed the same path of failure as did Robert Owen's. Undoubt-
edly King's work lasted longer, had a greater influence and was
nearer the goal than the results of his predecessor.

Similar ideas but still sore socialistic in tendency
were propagated by Louis Blanc (1811-82) in France and
Ferdinand La Salle in Germany (1825-1865) around the same
period. Louis Blanc favoured universal co-operation, and ownership
by the state of all industries. He believed it was the state's
duty to give employment to everyone. La Salle, a German Jew,
thought on similar lines. The latter wrote a book called "Capital
and Labour" in which he describes the tyranny of capitalism and
praises the co-operative system. Blanc was influential enough

to have several industries in France organized according to his
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plan. By 1848, they had all failed.

It took twenty-eight hungry weavers to stumble upon the idesl
co-operative plan. The years between 1840 - 1850 had been known
as the "hungry forties",., Salaries were low, unemployment was
rampant and labour conditions in general were very poor. Strikes
were prevalent but the usual result was victory for the employers.
In 1843, in Rochdale such a strike took place. smong the striking
group a handful, 27 men and one woman, named ann Tweedale, began
to recall the efforts of Owen and King to better labour conditions.
They formed a society called "The Equitable Society of Rochdale
Pioneers.™ They hit upon the plan of consumers' co-operation
by accident.

Havin, decided to go into business for themselves the
group be;an to save their pennies. After a whole year they had
gathered together §$140. of savings. Since they could not open a
factory with so little capital they decided to establish a store.
This was the accidental discovery of consumers! co-operation as
against producers! co-operation. The Rochdale pioneers were inspired
and filled with the works of Owen, They also dreamed of owning
a factory but as workers not as consumers. Not having enough money
to buy one, they decided to start by operating a small grocery.
But they could not all work in the store at the same time. So
without realizing it they werc stumbling on a new idea, basically
different from Owen's.

On the night of December 21, 1844, almost a hundred years
ago they opened their establishment after having paid about $70.
for rent and store fixtures. Ior the other half of their capitsal
they bought a small supply of butter, sugar, candles and meal.
The store was located in an old warehouse basement. Samuel Ashworth

was the name of the store's manager on its opening night. He

managed it successfully for the next twenty-two years.
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The first year of operation saw the society's membership
grew to 74, their capital to §900. and their business to ,3,500.
on which they realized $160. profit. Three years later the
membership had swelled to 1850, the capital to $75,000. and the
business to $400,000. Six years after the store opened, the pioneers
bought their first factory--a flour mill. Lwo years after they
bought a store _actory and then in 1855 a cotton and woolen mill.
The pioneers had dreamed by reading the inspired works of
Owen and King, of remedyin: economic condition®by giving the
ownership of the plants to the workers. But in successive steps,
had become so consumer conscious as to eadmit membe s of all pro-
fessions and occupations. R. Goslin states:

"The dream of the twenty-eight hungr, weavers had come true
though not in just the way they expected. They had started with the
idea that workers should own their own factory. But the pioneers
were not all weavers. Their ownership of store and factory was
not based on the fact that they were consumers who were going
to use the goods being sold and produced. Lhis has proved %to be
a much broader and new incluse i1dea and ownership by workers. It
is ownership by consumers.”" (1)

The success of the Rochdale store inspired others to .orm
similar establishments in other centres. By 1863 there were 426
similar retail societies in En; land. the group started to com-
municate and co-operate with each other. [lheir mutual help permitted
them to organize a wholesale store called "The North of EZngland
Co-operative Wholesale In“ustrial and Providential Societies."

It started business in 1864 with 4) local societies holding

stock in it. The first warehouse was built in Manchester during 1869.

(1) Co-operatives! booklet by Ryllis slexander Goslin. Headline book

No, 8, page 6, published by the Foreign Policy Association.
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In 1873 the manufecture of biscuits and sweets was begun. In
the year 1884 was celebrated the Golden Jubilee, of the
"Equitable Society of Rochdale Pioneers". The membership b, that
time had increased to 12,000 and the annual volume of business
was $1,500,000. As a natural consequence the "North of Englsnd
Co-operative wholesale Industrial and Providential Society"
(whose name was since shortened to "Co-operative Wholesale Society"
i.e. C.7.S.) kept on expanding as the retail co-ops increased
in size as well as in number. The following quotation may give
us an idea of the extent of its manufacturing activities even
20 years ago.

"Today the annual of the Co-operative .Jholesale Society
shows that it has fine clothing factories, eight great flour
mills, woolen cloth works, cocoa and chocolaste works, soap,
candles, glycerine, corwmstarch, and blue works, furniture, bedding
and cartwrighting ractories, printing, bookbinding and litho-
graphic works, preserves, candies, peel and pickle works and vinegar,
brewery, shirts, mantle and underclothing factory, cap and
umbrella making factories, and that 1t also manufactures overalls
and shirts, drugs, pinofores and blouses, leather bags and
cigars and tobacco, flannels and blankets, corsets and hosiery,
paints, varnish and colors, brushes and mats, hardware and
tinplate, butter and margarine." (1)

Denmark, Co-operative development in other countries
is comparatively recent when compared to 1844, In Denmark,
one of the first institution® of the vind was created in 18%2. Tt
was a dairy co-operative. from the beginning in Denmark, the co-ops

were mainly agricultural. Bishop Grundtwig is given the credit

(1) E.P. Harris Co-operation, the Hope of the Consumer (1918)
Page 222.
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for being the greatest proponent of the movement in Denmark.

It is he, who by his teaching, -advice and direction
developed the intellectual, social and educational element
found in the Danes which contribute immensely to the success
of the movement in their country.

Sweden. In the 1880's the co-operative movement in Sweden
began to grow in size and in number. By 1899 a tew struggling co-ops
united to orm a Co-operative Union or (K.F.C.) Ko-operativa Forbundet.
A5 soon as the organization gained momentum it began its trust-
busting activities. 1n 1909, it built a mar.arine factory to
compete against the margarine monopoly. By 1911 the monopoly was
broken up and competing firms had to meet the co-operative price. The
K.F. then entered into the production of sugar, soap, chocolate,
and flour. In 1922, K.F. 5ought one of the larger flour mills
in Sweden which was followed shortly by the purchase of the second
largest mills of the whole country. ..aving stepped up the gfficiency
of both plants K.:. was ready to break up the flour monopoly which
it did. The cartel never could reach the co-operative's low prices
which have ranged ever since from 12 to 25 cents a beg lower. In
1926 the co-operative Congress of Sweden decided to split up
the galosh cartel which was exploiting the Swedes. ialoshes
are a necessity of every 3w de's budget. The declaration alone
that the K... was goin- to undertake the production of caloshes
caused a drop of fifty cents in the retail price. at first,
the monopoly refused -to sell any of their plants but having
finally well meditated over what happened the flour and
marzarine cartel, it decidéd to sell one of their plants. Jithin
a year galoshes had dropped another seventy cents. TIhe production

of tires was also undertaken by the same factory. By 1832, the
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plant was turning out over 50,000 tires a yesr.

In 1918, a great step was made towards co-operation in the
international iield when Denmark, sweden, Norway and rfinland
established with fine offices in Copenhagen the first international
co-operative in the world called the "Scendinavian Cvo-operative

N¥holesale."

Germany,
The Germans distinguished themselves in the co-operative

field by introducing co-operative banking or credit unionism to
the world. In 1849, two Germans working independently of each
other, one named Raiffeisen and the other Schulze-Delitzsch,
originated two different systems of credit unions. 'the Raiffeisen
system was organized to serve rural agricultural communities and
the othe- to serve small tradesmen and artisans in towns and
cities. DBoth systems spread very rapidly over uermany and the
rest of the world. Italy was the second country to innovate
co-operetive banks when Premicr Luzzati introduccd a modified
Schulze-Delitzsch system in 1866 by the forming of the first
Banca Populare. =sustria was third to establish credit unions
which she did in 1835. By 1399 almost all countries ol any
importance in Europe had established co-operative banks.

Belgium.
Agricultural co-operation had an early strrt in

Belgium. The Boerenbond was founded in 1390. T[en yesrs later
the number of the farms represented in its membership reached

2,000. (Table wo. 1.)
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Table L.

The number of farms represented in 'he Belgian Boerenbond

for some years between 1892-1955.

1892 2,000
1900 19,000
1910 44,522
1920 87,384
1930 127,859
1935 115,607

7Note years do not follow regular progression.
The number of farus increased every sear having doubled during
some deecades (1900-1910). Owing to the depression there was a drop

in 1935. The whole agricultural industry of Zelgium was particularly

harmed by the economic erisis,

1EE UNITED STaTES. America was slow in the adoption of co-operative
methods for reasons that will be treated elsewhere. £Harly sporadic
attempts were made, however, for as early as 1844 a sort of co-
operative buying club was organized in Boston. It failed within

a year. In 1845, another store was opened under the direction of
John Kaulbach who was in charge of the movement. an association
called the Workingmen's Protective Union was formed. By 1850, 106
co-operative stores were opened. A few years later there was a
split in the organization. A group remains in the society which
retained its name, another group under Kaulbach organized a rival
association called the American Frotective Union. Four years later,
this latter society had 327 retail establishments in 10 states doing
an estimated business of $2,000,000. a year. The Civil War reduced
practically to nothing this promisinc movement.

After the Civil War agricultural co-operation began to rain
momentum. Oliver Hudson Kelley, founder of tne great agricultural

Society,,"The Patrons of Husbandry" or "Grange" wss the guidin; spirit
of this movement. In 1863 the firs’ establishment of the Grange movemen
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was opened in F¥redonia, N.Y. By .1875, there were 21,000 such locals
in the United States. The rapid and great progress of the movement
was followed oy a rapid decline. By the end of the nineteenth century
the Grange co-operatives were practically wiped out.

At the end of the nineteehth century another organization
promoted consumers'! and producers' co-ops. It was the "Noble Order
of the Knights of Labour". Urish Smith Stevens was the founder of
the order. He was as Robert Owen, a Christian Socialist. In 1886
the order had 700,000 members. The society started approximately
150 producers' co-operatives where the members pooled their
labour. For reasons similar to Owen's case and others the factories
organized on this plan d4id not s.cceed. The society itself
disentegrated, the membership having fallen to 100,000 in 1890.

The great flux of immigration to the United States around
1910 brought in thousands of Finns and Bohemians who established
co-ops in *their respective communities., The Finns established
co-0ps principally in winnesota and Wisconsin. In 1917, seven
co-operative societies organized a wholesale organization which
became the Central Co-operative Wholesale Society. In 1934,
there were over 100 local society affiliated to it doing a total
annual business of $6,000,000., The Bohemians established themselves
in Ohio and Illinois. In 1910 was organized the Co-operative Trading
Company of Wawkegan.

The Co-operative League of the United States was organized
in 1915. Its official orgen "Co-operation" was published durin- the
first year. Dr. James Peter Wlarbasse was its first president and
has remained in that capacity ever since. In 1918, one of the first
books on the subject was ready for the reeding public, i.e.

"Co-operation--The Hope of the Consumer", by Emerson P, Harris.
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After the Grest War, the American farmer became co-operative conscious
again. lhey veritably took the lead leaving far behind the
consumers'! co-operative move-ment in cities and towns. They began
to buy reed and fertilizer together. later gssoline, oil, tires
were purchased collectively as the horse was gradually being
replaced by the tractor and motor truck. In 1934, there were 1,500
co-operative societies distributing petroleum products alone.
The first co-operative wholesale to handle farm supplies was
established in 1919 at Omaha, Nebraska. The second was estab-
lished two years later in Seattle, Washington.

I'he first credit union was formed in uanchester, New
Hampshire in 1908. To-day there are seven thousand credit unions
in the U.3.a. with a total membership of one million and a half.
CANADA., In 1861, at Stellarton, N.S. opened the first co-operative
store in Canada. It existed until 1916, then it failed. The same
manager and secretary carried on from its foundation until 1914.
Before 19)0, ten other stor=s were opened in N.S. but only one
survived at the end of the centur-. In 1863, a co-operative
society was formed at Sydney uines. [Ithe store engaged reasonabls
success until 1905 when rire destroyed the premises. The store
was not rebuilt. The store had however by that time, reached
financial difficulties owing to the fact that no reserve fund
had been provided for and also because drawings of czpital were
excessive, In 1906 another society called the British Canadien
Co-operative Society Ltd. was found in 3ydney Mines. This time
the experience of tne other cunvinced the organization to set aside
a reserve fund and do business for cash only. Starting with a
membership of 3 having $16. of capital each, in 1924 the membership
had grown to 2,659, the capital to $255,375. Sales for tl.e same
year were §1,359,800.
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In Ontario the first consumers' society dates from 1904,
It was established at Guelph. It distributed from 1904-1924,
over $160,000. of patronage dividends. Year by year the organization
developed. In 1906, it went in the grocery and meat business having
started as a bakery in 1904. In 1907 a boot and shoe department,
in 1908 a coal yard, in 1925 a cash and carry groceteria was opened.

The United Farmers of Ontario during the first years of its
existence opened 47 stores on the chain store plan. They were also
closed one by one.

British Columbia miners in Fernie, Natal and Revelstoke
organized several co-operative stores. In 1925 the one at Natal B.C.
did a business of $126,000.

In the Prairie Provinces agricultural co-operation either
on a consumers' or producers'! basis was first to be attempted.

In Saskatchewan, alone for the year 1924-25 there were 304
co-operative associations doing a total business of §2,759,564
and of this number, 49 operated stores, and 38 did a car lot
business.

The United Farmers' Co-operative Society of Ontario for the year
1924-25 handled 3,000,000 1bs. of binding twine, 175,000 rods of wire
fencing and 500 tons of cord.

In 1909 at Hamilton, Ontario came into being the Co-ope:rative
Union of Canada, an educational body. It ressembled somewhat the
Co-operative League of the United States. It is interesting to note
that it came into existence six years earlier than the latter. At
the first meeting of the Co-operative Union, that which decided its own
existence, attended five delegates from Nova Scotia, and some from
Ontario and British Columbia. Mr, Sam carter of Guelph became its

first president and Mr. George Keen of Brantford, the first secretary.

The same year it began the publishing of its official mazazine, the
<@ H
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the “Canadian Co-operator™ in October. The Co-operative Union
held conferences in 1911, 1915, 1921, 1922 and 1924.

The first Canadian co-operative bank was created in Lévis
Quebec by Alphonse Desjardins on December 6, 1900, He had for over
a decade studied the different systems of credit unions already in
vogue in Europe. The bank started with a capital of §26. By 1912 the
credit union had assets of $188,306.,31, loans of $179,108. and gross
profits of $8,593.16. In 1924, current loans were of $653,124 and gross
profits of $74,000. In 1923, the Quebec Statistical yeer book
repﬁrted 113 Co-operative banks in the province. Their total amount
of business exceeded 11,000,000 and the profits amount to $354,804.

On December 31, 1936, there were 284 such organizations in the province
of Quebec, from which 14,000 had borrowed 6,000,000 during the year,
From 1915-1934, 120 millions were deposited in the 180 unions

existing. On June 30, 1938 there were 399 caisses populairesin Quebec
with a membership of 80,351. <Credit unionism has spread to other
provinces principally to Nova Scotia where the first credit unions

were established in 19%3. By 1938, there were 148 such credit societies
in savings. Since 1933, 91,750,000 have been leaved out. In 1938,

in Nova Scotia with 25,000 members and 700,000 in savings, was formed

a Credit Union League which links all the existing credit unions
together and aets as a clearing house for the surplus funds. In

this manner money can be transfered to a needy area from one which

is enjoying a surplus of pur:hasing power.

In 1930, after 25 years of preliminary work St. ifrancis ZAavier
University in Antigonish, N.S. established an Extension Department
whose aim« was to furnish adult education to the people of the iaritimes
fraining in economics, sociology including co-operation is given.

The aim of the work is to train the people to help themselves out
of the depression. The Extension Department is the educational centre

of the co-operative movement, in the Maritimes. Books, periodicals and
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all available literature on the economic problem can be obtained from
the institution. Thousands of study circles have been formed which
receive their intellectual guidance directly from the Extension
Department or from leaders who have been trained there.

After this brief diversion something must be said of the
history and development of producers' co-operatives in Canada.

In 1906, the isnitoba Grain Growers' Association organized the
Grain Growers' Co. and in 1911 a Dominion charter was obtained.

The same year the Saskatchewan Grain Growers Association formed the
Saskatchewan Co-operative Elevator Co. at Regina. The United
Farmers of alberta, likewise organized the Alberta Farmers Co-
operative Zlevator Co. In 1937 the latter joined the Grain Growers
Grain Co. to form the United Grain Growers Ltd. with headquarters
at W#innipeg leaving two large organizations engaged in the grain
trade. In 1925-24, the Saskatchewan Co-operative ilevator Co.
handled 48 million bushels of wheat. In the same year the United
Grain Growers handled 41 million bushels. .he first orgenization
limited its activity to the grain trade while the latter dealt

with livestock, far. supplies and machinery etc.

In 1920, there were 509 co-operative butter and cheese
factories in Canada of which apart from the rest, 22% were in Quebec
and 189 in Ontario. Co-operative butter production started as early
as in 1896 in 3askatchewan. In 1917, 19 co-operative creameries of
the province produced over 2,000,000 of butter.

Miss N. slacKintosh writing in 1925 states:

"The record of producers' co-operative in Canada has been, on
the whole, one of steady growth, co-operative association among fruit
growers probably having the highest mortality rate, but the history
of consumers co-operation shows no such development. The first

Co~operative stores were opened by groups of workers who were
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applying the principles of co-operation they had learned and
practised in England. In the late 90's and in the following
decade, when the increasing cost of living put c¢reater pressure
on the wage earners, co-operative stores were opened in many towns.
Another wave of co-operative activity followed the rising price
during and after the war.

But the more individualistic character of the population and the
higher standard of living made possible by higher wages appear to
have rendered consumers in Canada less inclined to co-operstive
effort than in the older countries of Europe, so that money co-
operative societies have languished for lack of funds, suffered
from poor or indifferent management and lacked the enthusiasm
of a membership of genuine co-operators., Ihe success achieved by a
comparatively small number of societies is all the more striking." (1)

In 1939, a co-operative council was formed in the province of
Quebec with headquarters at Laval University. Rev. F. Levesque
is director. It is an educational body having many aims, the most
important of which are the furthering of the co-operative movement in
Quebec by affiliating within its organization all the co-operatives
of whatever business they may be in. It publishes a monthly magazine
called "Ensemble".

In Table 3 is given the development of the Caisses Populaires
of the province of quebec for some years between 1915-1937. from
1915 to 1937 the number of credit unions increased from 91 to 256
while the total members grew from 25,614 to 57,216. During the same

period loans granted per annum augmented from 8,983 to 17,63%9.

(1) Miss N. .achintosh “"The Co-operative Movement in Canada"

special article appearing in the 1925 Canada Year Book pages 719-720.
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The progress made by the People's Banks in Quebec was uniform in
almost all years except during 1931, 1932, 193% during which a drop
in the membership, in the number of societies and in the business
ac?ivities in general was sustained., But the interval between
1931-1935 was a severe depression period during which the economy of
all nations in general was severely affected (See Charts No 2 and 3)

In Table 2 are given figures dealing with the development of
consumer's co-operation in Janada from 1931-1937. Only the socleties
affiliated to the co-operative Union of Canada are considered in the
table. as was the case for the People's Banks of the Province of Quebec
there is a decrease in consumers' co-operative development during 193%2-
1934, However the number of societies and their membership advanced
every year without exception from 1931 to 1937. (See charts No. 4
and 5)

Table 2 Statistics of Hetail Co-operative Societies aAffiliated with

the Co-operative Union of Canada 19%1-37.

Year Number of Number of Share and Sales Net Profits
societies members loan capital
1931 23 8,122 574,450 2,874,746 185,116
1932 217 8,746 536,245 2,631,515 117,895
1933 31 10,100 504,623 2,719,212 106,434
1934 53 10,518 515,369 3,553,884 117,722
1955 34 11,116 573,957 3,876,195 161,113
1936 - 41 13,696 657,012 4,445,559 209,379
1937 45 16, 364 809,468 5,041, 328 229,270

Source of information: Canada Year Book, 1939 page 825.
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Chart 2

GROWTHE IN TH¥ MFMBERSHIP OF THE RETAIL
CO-OPFRATIVE SOCIVTIFS IN CANADA 1931-37
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Chart 3

SALES OF THE RETAIL CO-OPERATIVE SOCIETIES
AFFILIATED WITH TH® CO-OFERATIVE UNION OF
CANADA FROM 1931-57
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TABLE 3 PROGRESS OF CO-QPERATIVE FrEOPLE'S ©BANKS AN QUEBEC LN 1915,
1920’ 1925) 1950"57- , (1)

i L

Year | reporting | oo | Devosttors | Borrowers | UO. oF | losms . | realized
granted granted
1915 91 23,614 13,696 6,728 8,983 1,483,160 82,89}
1920 113 31,752 26,238 9,213 15,390 4,341,544 311,323
1925 122 33,279 33,5217 9,384 13,682 3,909,790 449,531
1950 179 45,767 44,940 14,278 18,857 3,724,537 | 645,096
1931 174 43,641 43,2017 13,240 16,203 2,998,046 594,235
1932 168 40,933 40,201 12,363 13,2853 2,157,886 | 531,765
1953 |. 162 36,470 37,683 10, 784 11,407 1,682,551 452,220
1934 190 38,811 39,723 11,230 11,295 2,141,762 441,876
1935 202 43,045 42,856 11,987 12,175 2,803,748 472,543
1936 234 49,890 49,796 13,453 13,974 3,370,821 459,601
1957 256 57,216 56,493 15,576 17,639 4,210,771 519,714

(1) Includes only those credit unions rédporting to the Economics Division, Department of Agricul-
ture, Ottawa, Canada. Source of information: Canada Year Book for 1939, page 826.

-66-
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Chart 4

SHAFTHOLDTRE OF THF QUEBFC CREDIT UNIONES FOR THE
YFARS 1915 , 1920 , 1925 , 1930-37
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Chart &

-

LOANE OF THR JUWBFEC CRFDIT UNIONS FOR THE YEARS
1915 , 1920 , 1925 , 1950-37
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Chart 6 CLASSIFICATION OF CO-OPERATIVES
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CHAPTER IV

CLASSIFICAILION OF THE 1TYPES OF CO-OPERATIVES.

Co-operative technique can be saspplied to any business or enter-
prise where economic goods are exchanged and economic services are
rendered. It naturally follows that we can have as many types of
co-operative enterprises as there exists types of business, Every
channel of economic activity has not yet been organized co-operatively.
However a great many have since the beginning of the movement. Some
sort of classification is necessary whereby the co-ops could be grouped
according to the types of business they represent. The following
classification is the orthodox one. It will be noticed that there is
disagreement on what should be defined as a producers' and a marketing
co-operative.

1. Co-operative Banks--Credit Unions--sometimes called financial

co-operatives.

2. Consumers'! co-operatives of goods and services.

3. Producers' or marketing co-operatives.

4, iutual Insurance.

Each of the abowe classes will be treated in the order that

they appear in the classification.
1. CO-OPERATIVHE BalkixS OR CREDIT UNIONS.

Definjtion~- A credit union is a savings bank orgenized on s
cto-operative basis whose main purpose is to grant credit at a low
rate of interest to the members of the society who may repay the
loan by small instalments.

Purposes--From the definition we may say that the purposes of a

c¢redit union are as follows:

4, Genersi purposes:

(1) &s before said to eliminate usury by granting credit to members
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(2) To encourage thrift and systematic savings among its members

by providing & safe and convenient medium for investment.

(3) To train its members in business methods and self-govern-:ent.

(4) To help those who ere really in need lor money for a useful

and beneficial cause.

(5) Lo develop the christian spirit of brotherly love between men

and show them the value of co-operation.

(6) To furnish the functions of granting credit not performed by

consumers'! or producers'! societies.
B. Particular purposes:
As we find credit unions in agricultural as well as in urban
centres, the particular purposes of the eredit unions may be different.
(1) To help the agricultural industry by granting loans to needy
farmers already established or to ambitious young men who aim to
begin farming.

(2) To help the labourer in need, but:especially to permit him to
become a property owner.

From its definition a credit union is a savinzs bank. However
it ressembles as well as differs from an ordinary commercial savings
bank.

T'he points of similarity between them is as follows:

(1) Shares are sold on which dividends are paid.

(2) Deposits are received on which interest is paid.

{3) Loans are made from the accumulated funds derived from the sale
of shares plus the deposits received.

(4) Part of the balance between loaens and sccunulated funds is invested
in high grade securities.

Here end: the identical features of commercial banking and credit

unionism,
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The points of dissimilarity beteen them are the following:
Only shareholders can deposit or borrow money from the credit
union, thus mesking all customers share in the profits of the
organization. There are notable exceptions to this rule. Some
eredit unions accept deposits from non-members and pay interest
on the money at the same rate s do commercial banks.
In this case they are considered as mere depositors as in

ordinary savings banks,
Credit unions lend money for useful purposes only, irrespective
of whether it is certain the borrower can repay the loan or not.

This is a rule that should be applied in all co-operative banks.
However it is very often disregarded through sentimental and other
reasois. In a 1939 issue of the periodical "La Caisse Populaire’
Desjardinéi—a writer relates a true story concerning this principle
of credit unionism. alphonse Desjardins, the father of co-operative
banking in America, being the manager and director of the loan
committee of the Lévis Peoples'! Bank, was approached one day by
a friend who wanted a loan of a few hundred dollars. The borrower's
request was investigated into by the committee. It was decided
unanimously, that without doubt the said borrower could easily
repay the loan. However, the request was refused through ur.
Desjardins determination. Even though the applicant was an in-
timate friend of Mr. Desjardins, he saw it to retuse, the loan
because he considered it a transgression of one of the basic
principles ot credit unions. The loan was not wanted for a
useful purpose and so was rejected.
The service re-ndered by a credit union is more personal, more
flexible and usually more convenient to the borrower., For example
even a penny is accepted as a deposit and loans may be repaid with

amounts as low as five ceuts a week.,

The number or shares one member may hold is usually limited in



-66-

a co-operative bank. Ihe purpose of this share limitation is to
preserve the democratic control of the credit union. [Lven though
a member has only one vote regardless of the number of shares he
may hold, the fact of being a particulerly large investor much
greater than the rest would permit him to influence the genersl
operations of the business under special circumstences., Ior example,
by threatening to withdraw all his money invested if a certain policy
or program was not adopted. ..oreover since credit unions practice the
open door policy, whereby a member can withdrsw his deposits or shares
upon short notice, a very large investor could practically ruin the
bank by an unsuspectcd withdrawal. Therefore the principle o1 credit
unionism has been; "fewer large shareholders, more small shareholders."”

There are other points of dissimilarity between co-operative and
commercial banking. However they will be treated under a more positive
aspect in the outline of the Raiffeisen principles of credit unions.

aS consumers'! co-operation in its beginning was based on certain
principles called the .lochdale principles or anethods, co-operative
banking had its own, called the ..aiffeisen principles. The name is
derived from the creator of the world's first credit union in Germany
in 1849, who was slso the first to put them into practice.

1lst Principle:- a4 credit union should consist only of members
havin, a community of interest and situated within definite and
limited region of territory. To admit members who have nothing in
companon and who are scattered geographically would endanger the
life of the union. The bonds that binds members of people's banis
together, is just that community of interest, that spirit of brotherly
love which exist between all human beings but which does exist
only between members of the same community, parish or occupation.
another reason and perhaps the most important, why credit

unions should be composed of members having a community of interest
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is because it permits the members to know one another., By knowing
one another their faults and qualities such as their honesty and integrit
there is much less danger of making a bad loan. It is surprising to
note how little wmoney, credit unions lose through bad loans. To take a
true example the "Caisse Co-operative de Notre Dame d'Ottawa Lté."
established by Desjardins himself in 1913 has lost less than 300,00
on one and half million dollars of loans since its foundation.

¥e must admit that there are other factors which help to reduce
the loss on loans but this first principle is an important one. It
matters little what the comwunity of interest 1s as long as there is one.
Circumst:z:nces at hand would influence the choice. 1n cities credit
unions may be organized by the workers of the same factory, by occupa-
tional groups, by civil servants or on a parish basis. [his credit
union organization on a parish basis has been the cause of the success
of "Peoples' Banks" in the province of Quebec (the cradle of credit
unionism in smerica) and in parts of Ontario bordering Quebec. It is
practical however only in Catholic Communities for reasons that are
clear to everyone. However in villages and towns where the parish
basis would be im;.ossible the organization of a credit union is still}
feasible and recommendable. It may be established on a mere town and
village basis admitting everyone or it may be purely in agricultural
union organized for the purpose of serving farmers.,
2nd Principle: The liability of the members of < credit union is
unlimited. ror a long time however there was the double liability
clause whereby a shareholder would be responsible for and . ould have
to pay double the amount of his investment if the financial state
of the bank required it. [his clause has been abandoned by most
commercial banks. Likewise many credit unions notably the Luzzati type

in Italy, the Desjardins type in Quebec and the Schultze-Delitzsch

in Germany have abandoned wholly or partly the principle of umlimited
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liagbility of the shareholders. [he Luzzati and Schultze-Delitzsch

credit unions are now organized as limited liability associations.
However Desjardins retained in his "Caisses Populaires" the unlimited
liability of the directors of the credit unions in the case where the
financial difficulties of the union can be traced to grave negligence
or dishonesty on the part of the directors. However the directors are
not held liable for any economic distress that may come upon the bank
owing to unforeseen or uncontrollable circumstances. To this day both
the Raiffeisen credit union serving agricultural communities in Germany
and the Durand type in France have retained the unlimited liability

clause.

3rd Principle: The principle of gratuitous services on the part of

those administrating the affairs of the credit union is an important
factor for the success of co-operative banking. Generally speaking

the wmanager and assistant may be paid especially in the case where

they work full time or where at least they give most of thelr time

to that work. Such sacrifices on the part of men for a common cause
i.,e. rfor the good of the community shows the spiritual value of co-oper-
ation., OCredit unions as any other co-operative must not be organized
for the sole purpose of economic advantages or privileges. They must

be founded and for ever operated on the Christian principle, "All for
one, one for all", Durand, Schulze, Raeiffeisen and Desjardins all
applied this third principle to their types of credit unions.

4th Principle. In a preceding paragraph, in the discussion of the points
of dissimilarity between co-operative and commercial banks, mention

was made of the fact the credit unions lend money only if good

use was to be made of it. This requisite is really part of their

fourth principle. Members to obtain a loan from a credit union must

declare to the credit a loan committee of the union, the purpose
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for which the money is to be used and besides, their honesty and
integrity must give some reasonable assurance of repaying the loan.
5th Principle: Credit unions are not organized for the primary
purpose‘of making money for its members. [hey must be founded
for the fundamental purpose of graﬁﬁng loans to nembers who can not
afford to pay a high rate of interest and to those thousands who
can not borrow under any c¢ircumstances from the existing credit
sources, However this does not mean that capital investments are
not considered to be productive. Invested capital almdst always
deserves some sort of remuneration owing to the part it furnishes
in the production of earth's goods or services. But during this
age of large corporations, the capital element has hecome too
powerful in its action and too greedy in its demands for renumeration.
Co-operatives in general, and credit unions in particular pay
only a reasonable rate interest on money invested in sharcs and
deposits., The rate is usually the current one. A greater part
of the profits is distributed to the borrowers in the case of
eredit unions by a reduction of the rasted of interest charged
for their loan. The balance is transferred to reserve funds.

Peoples' banks of the Desjardins type are not orvanized
on the so-called common stock plan. Apart from the money received
from members depositing their savings, these credit unions require
capital through the sale of shares. The shares differ from the
stock of all commercial enterprises since apart from not heing
transferable, they are rcpayable by the credit union upon dema-d.
Naturally, reasonable time must be given to the credit union
before it can refund the money.

These qualities that bear the shares in a credit union
of the "Caisse Populaire" type have won for the shareholders

exemption from paying the federal income tax on such revenue as
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wWell as exemption from taxation by provincial and municipsl govern-
ments. The qualities are as follows; one vote regardless of the
pumber of shares held, no personal liability for the society's
debis and no right to the warranty fund. Such exemptions are
proof enough of the fact th -t credit unions in general and
especially the People's Banks of the province of Quebec are not
founded for the purpose or profit meking.

Since the Desjardins credit union is a combination of
the Schulze and Raiffeisen type and is the one essentially found
in Canada and in the United States a short summary of how it is

organized and operated would be of great interest.

JRGANIZATIOUN At least twelve adults able to contract must sign a
document which declares the formation of the co-operative cr~dit
society. A copy of this document together with a copy of the
by-laws of the society must be forwarded to the clerk of the mun-
icipality as well as to the Provincial Secretary. A third copy of
above is retained in the safe-keeping of the credit union. To become
a member of a union one must purchase at least a share. I'he shares
are usually of ;5. denomination which may be paid in cash or by
weekly or monthly instalments extending over a year's period. The
number of shares one member may hold is usually limited and {ixed

by the directors at Tirst, but later by the members themselves in

a general meeting. <[he maximum number of shares has usually

been o1 one hundred for each member. A study of the total number of
shares capitalizing the 284 People's Banks in Jquebec in 1936

shows that the number of shareholders were 55,000 while the total
numver of srnares was 350,000 thus giving us an average of less than
seven shares per member or a slightly under $3,.00 investment per

member.-
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A small entrance fee is charged, usually of ten cents at the
beginning for new members entering the credit union. The fee is

increesed as the society's volume of business expands.

QPERATION AND REGULATION Responsibility or liability of the
shareholders is limited to the amount of shares subscribed for by
each one, As before mentioned the liability of the directors is
unlimited if the econo.ic state of the credit union is jeopardized
by gross negligence or willful action on their part.

Shareholders may retire at any time from the society and
have their money refunded on the shares bought after a reasonable
notice has been given, if they owe nothing to the bank on a
loan or if they have not endorsed or guaranteed another member's
note or commercial paper. ‘There was a purpose for establishing
credit unions on this prineiple. Mr. Eugene Poirier expresses it
well in the following lines.

"Desjardins eut un trait de .-énie en é#ﬁlissant le caractére
variable du fonds social par l'apport incessant de nouvelles
parts sociales et la sortie contrdolée des parts acquittses. Il
facilita ainsi la dimunition du sérvice des intéréts & payer par
la société. Lorsque les dépots & 1'épargne diminuent en général,
pour des causes de crise financiére ou de g%ne dconomique plus
grande, la diminution du nombre de parts sociales participant &
la distribution dAu boni assure un 4quilibre indispensable des
charges financiéres de la caisse.

Combien de grandes entreprises aujourd'hui sur capitalisdées

envieraient & bon droit cette soupape de sureté." (1)

(1) Eugene Poirier "La Co-opérative de Crédit; les Caisses Populaires"

lecture delivered in St. Hyacinther 1937. General report page 183.



..72..

Chart 7 ADVMINISTRATION OF A CKEDIT UNION
Credit Administrative Supervision
Comrittee Committee Committee
Proper
Manager CR®YDIT UNION Treasurer

"
e
>
o
=
e of
(o]
=
o
=1
o
w




-73_

Any person who has been a member of the union for at least three
months may apply for a loan. The applicant imust declare to the manager
the purpose of the loan, which fact is later discussed by the cr-dit
committee who approve or dissapprove of it. Loans are granted only
to honest, well meaning members for a useful purpose. DBorrowers may
repay in part or in full at any time before the set limit and save
the interest.

Each member ha$S only one vote regsrdless of -he number of shares
held. rhere is no voting by proxy. The general assembly of all the
members has absolute power and authority and may decide on everything
relating to the operations of the society. Usually however, the presence

and vote of ten wembers is sufficient at ordinary assemblies.

Administration: Administration of the credit union is in the hands

of three committees., They are three in number and are described below.

(A) Administration committee proper: It is composed of at least five
members but usually of nine persons whose duties are of a general
administrative nature such as deciding upon the entry of a new
member or of the resignation of another.

(B) Credit committee: It consists of three members usually including
the president. Its functions are to inquire and decide upon the
loan requests of the members.

(C) Supervision committee: It is formed of three members whose task
is to supervise all the operations of the union such as going
over accounts and checkin;; t.em etc,

Members of the different comnittees are electcd by the members
at a general neeting for three years one third of whom are placed
every year. For the first two years outgoing members are picked by
choice and chance. 014 members of committees may be candidates for

re-election.
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Inter—-credit union organizatiou:

As individuals unite to form locsl credit unions the latter
group themselves into sectional or regional credit unions. rhese
sectional credit unions are now organized in the Province of Juebec
into a federation which becomes a sort of head office of the 284
local unions and five regional credit unions., The five regional unions
regulate the flow of loans and deposits into the numerous local
unions as demands for loans and the quantity of deposits vary with the
season of the year and with the type of industry existing in a
community. TIhe central credit union is fthe intellectual or technical
centre. Through it, co-ordinated educational c¢ffort is possible.
It also furnishes technical advice and inspects the affiliated credit

unions to see tha* the operations are carried on according to true

co-operative principles.
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CHAPTER V

GONSUMERS' CO=-QPERATION

Definition: A consumers! co-operative is an associstion joining
several persons freely, organized on a democratic hasis with the aim
and purpose or providing them with goods and services at a minimum
cost.

Consumers'! co-operation is the form of organization which has
the widest field of application. It may be divided into two gresat
classes, co-operatives handling goods and service co-ops. 4 short
list may be given to classify the common omnes:

A. Societies handling goods.
1. Co-operative groceries, bakeries, butcher shops.
2. Co-operative dairies and creameries.,
3. 0i1 and zzs co-operatives.
4, Co-operative housing,
5. Co—-operative restaurants.
B. Service co-operatives.
1. Co-operative hospitalization.
2. Co-operative medecine and health service.
5. Co-operative beauty parlors.
4., Co-operative garages.
5. Co-operative telephone and electric service.
6. Transportation service (co-operative)
T. Co-operative insurance,

All these forms of co-operative bodies can not be treated in a

work of this ~<ind. Consideration will be given only to co-operation

in the retail field and to mutual insurance.

PRINCIPLIS: The principle of consumers' co-operation have slready

been given in chapter II. In fact the Rochdale principles are
those of consumers'! co-operation for it is in that field that they

were first formulated. Ther.fore they need not be repested here.

e N e e ettt vt sl ot et At

We must first get a sufficient number of people interested in
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the project. It is always better to exceed the number reéquired,
for it is certain some will drop out before the realization

of the scheme, Once a rcasonable number has been obtained, the
interested should get together in study clubs and meetings in
order to thrash out all difficulties and discuss all the phases
of the project.

The next step is the creation of a co-operative buying
club., This buying club is not a store but is a step towards it.
A buying club has no regular employees, no permanent place of
business, therefore practically no expenses. It is an organized
group of consumers who want to participate in the consumers'

movement, but who are not ready to start a co-operative store.

ORGAWIZATION OF [HE BUYING CILUB.
(1) Members, at first, are taken from the middle ckass. The very
wealthy are not interested in its penny savings while the too poor

may be interested but have not the cash on haund to co-operate,

(2) The director and committees should be elected at an early date.
Naturally, members of the purchasing society alone, should be chosen.
(3) The directors and members of the committees should be chosen on

the basis of their capacities to fulfill the functions required of them.
(4) As soon as possible, the different budgets of the nembers should

be presented at a meeting and discussed thoroughly. loreover,

lists should be distributed to the members on which they would

indicate their expenditures for .oods and services otf current use

and the quantity of goods consumed moanthly. Members then indicate
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the goods they wish to buy co-operatively.

(5] Once the quantity of :ocods -o be purchased co-operatively is
knéwﬁ, the next step is to decide on the source of provisions.

At first, the goods may be purchased from the local retail store.
But if material savings are to be made, the sources of supply

must be pushed backward eliminating morc middlemen as they go along.

From the retail store they may then turn to buying from the retail

store's purchasing agent or wholesale house, then from the producers

and finally from the co-operative wholesale if there is one.

(1)

(2)
(3)

(4)

(5)

(6)

(7)
(8)

—— e ——  ——————

all business is done for cash i.e., all sales and purchases of

the society.

Goods are sold to the members at current prices.

After certain regular periods the profits of the organization are
distributed to the members pro-rata in patronage dividends.
However 5, is retained for the educational program and lOA is
placed in the reserve.

Every month, the manager of the society should distribute the list
of goods that he will be able to buy directly from the wholesale.
At first members give in monthly orders. 4s business expands
weekly orders may be taken.

Two copies of the members purchasing order should be provided to
the manager with full payment. DBoth copies must be sixz ed by the
purchasing member, One copy remains with the manwger. [he other
is signed by the manager and is returned to the buyer.

The homes of the buyers are used as warehouses,

4t an early date a type committece is elected whose function would
be to study the different brands of commodities offered and

declare their findings as to those that offer the most savings

without sacrificing quality. It stands to reason that for a
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buying club to work there must not be too much dissgreement as to
brands. For example there would be practically no saving possible
if one third of the group wanted exclusively one brand of baking
powder another third a different brand and the remaining group
still another brand.

When the members of the buying club are of the opinion
that they are able to operate a retail store they may do so. As
a rule, the members find it much easier to establish a real store
after this initial step of the buying club has been made, for the
society already has a gre.t many assured customers and has moreover
acquired experience in -he handling of its own affairs. The
history of consumers! co-operatior shows that many retail stores
-were formed without the initial steps Of the buying club. #hich
method is preferable?

Particular circumstances would decide that issue. One sure
thing is that if a well operated and well organized purchasing
society does not work in a community there is all the more reason
why a co-operative ret=il store will suffer the same fate, but with
this difference, *hat the failure of the latter will retard much more
the co-operative movement in that community.

To organize a co-operative retail store requires capital. The
number of shareholders is unlimited. To preserve democratic control
however, the number of shares one member may hold is limited. A
competent manager has to be hired and paid. Premises have to be rented
or puréhased. The ideal would be to have a manager who is competent
in his work and also a co-operator at heart. Co-operatives in Europe
have had the good fortune of acquiring the services oj extraordinary
capable men at very small saleries. =£. P. Harris speaking of the

absence of this very co-operative spirit on tiLe part of America's

c8Ptains of industry says:
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"Perhaps nothing impresses an American as more striking about

this great business that the oft-cited fact thet William Maxwell,

who was for thirty years the president of the Scottish wholesale,

conducted its fifty-million-doi]ar-a-year business and never

demanded a higher salery than $38. a week." (1)

(1)

(2)

(3)

(4]

~
-
-

—
a~N
L S

(7)

(8)

Ik RESULTS OF CONSUMERS' CO~-QPERATION.

Consumers' co-operation performs its part in the restoring of
private property to the poorer classes this crying need of our

age so wcll depicted by Pius XI in Quadregesimo Anno.

Consumers' co-operation combats the evils or abuses of capitalism
by substituting human dignity to money power, by replacing profits
on capital by patronage dividends.

Consumers! co-operation prevents speculation. It assures investors
of a reasonable rate of interest but no more.

Consumers'! co-operation increases the purchases power of those

classes who need it most.

"Consumers' co-operation benefits labour by payinc just wages to

all and excessive salaries to none.

Consumers' co-operation abolishes the secret system of accountancy
and the fraudulent presentation of balance sheets and profit and
loss statements which have become characteristic of modern
capitalism

Consumers'! co-operation stimulates thrift by discouraging credit
purchases, basing itself on the axiom that "credit is slavery".
Consumers'! co-operation is co:ncetwed with only first quality

products.

(1) E. P. Harris "fhe Hope of the Consumer" page 225 (1918)
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(9) Consumers'! co-operation does away with misleading and fraudulent
advertising and publicity. Since it is organized by the consumers
themselves for their own good, such advertising 2s we find in
most magazines nowadays has no place in its program.

(10) Co-operation by consumers abolishes duplication of services and
unnecessary competition.

(11) Co-operation by consumers prevents overproduction Ly producing
for needs and not for profit. There is overproduction in the
world to-day of rany products, bccause the producers (generally
spurned on by the shareholders whé want dividends) are seeking
profits and not the satisfection of human needs =2s such. They
may strive to satisfy human needs in as much as they reap profits
by doing so.

(12) Finally consumers' co-operstion by the combination of all the
above beneficial results, solves the anomaly of the present
machiqe ag., scarcity amidst abundance and starvation side

by side with overproduction.
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CHAPTER VI

PRODUCERS! CO=-QFERATIVES

The third class of co-oberatives to 'e discussed are the
producer's marketing co-operatives., A producers’ co-operative is
a society or organization formed alon~ co-operative principles
by which a number of producers perform collectively either the
functions of marketing, processing or 1anufacturing their products
or all of them combined. Distinction must be iade at the outset
between agricultural producers'! co-operatives and the industrial
societies whose membership consists of workers exclusively. The
latter form ol co-operative, groups labour together. Dividends
are paid pro rata according to the amount of work performed
by each member. iiany such organizations have been formed since
the first unsuccessful attempts of Robert Owen and Dr. William King.
In fact so many of these societies have failed, that one can con-
clude without a doubt, that the plan itself is not practical.
There was however, in the world in 1937 according to Table 12,
bage 132 of this work 2,398 co-operative societies organized and
operated by workers. The total membership of the society was
estimated at 193,000 and their total volume of business @145,000,000
for the same year. (Table 12, page 132}

A particular t; ;pe of producers'! co-operative which deserves our
attention owing to its originality and partial success is the
Delta Co-operative rFarm in .ississippi, U.S.A. It is an experimental
project set up by Sherwood Zddy in 1936. On this 2,000 acre farm
there are 28 families who live and work together cultivating the
soil. Owing to its success another simil=2r project was set up at
the Providence vo-operative Farm also in Mississippi. Eventually it

is hoped to establish a whole chain of such farms. Despite the
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initial success of such a plan we must frown upon the idea as 1t
smacks of socialism and communism with its abolition of private
property.

Notwithstanding the few successes realized in the other type,

producers' co-operatives must never enter into the industriel

field but must remain within the agricultural and fishins industry.
Agricultural and fishin. bein. small specialized industries com-
posed of thousands of participants, there must necessarily organize
if -hey want to protect their own interests. Nevertheless it must be
repeated, that the ideal form of co-operation remains consumers!
co-overation, because no one is excluded from its membership since sll
human beings are consumers., Here again we must not confuse consumers'
co-operatives in the field of production with a producers' co-operstive
proper. In the first case it is production for co-operation, in
the second co-operation for production.

a consumers' co-op may produce, it may manufacture all sorts
of commodities but it still remains a cons :mers' society in as
much as the nembers are grouped in *he basis of belng consumers.,
In a consumers' co-op which produces goods or services the aim of the
organization is to give the members the best goods possible at the
lowest possible cost i.e. ultimately at the lowest selling price.
In a producers' society, the main purpose is to obtain for tr-e members
the best possible price for goods sold by marketing them collectively.
In the first case, all of humanity without distinction of
class or occupation may be benefited, in the latter s certain group
only, i.e. the producers are helped. Owing to this characteristic
some writers philosophising on the theoritical aspect of
co-operation o as far as to say that only consumers' co-
ope.atives (including credit unions) are deserving of the name

co-opgrative. However most people are not of that opinion but concede

Y
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the fact that there is opposition between the aims of the two
foras of co-operation. This difficulty will be deslt with in
another chapter. (Chapter 10)

Coming back to the def_nition o1 a producers' co-operative
we discover that the purpose of this type of co-op is to .arket
or process their goods collectively by eliminating the middleman.
The marketing function 1ay or may not be included in production
depending upon the definition taken of production. Lo many economists
the creating of utilities such as those of substance, of form, of
time and place is productionr. In this definition, marketing which 1is
the creating of time and place utilities is a phase of production.
However in a narrower sense production consists in the creation of
substance and form utilities alone. Ilarketing in the latter case is
a completely separated function. In some cases as in co-operative
dairies and creameries owned by farmers, they are united to produce
as well as to market their milk in a raw state. It is debatable
whether co-operative dairies and creameries should be owne? snd
operated by farmers or by the consumers themselves. Ve find both
forms of organization but the farmer owned dairy plants are
more numerous and found exclusively in some countries such as
Denmark. We find a few consumer owned co-operative dairies in the
United States.

In this chapter on producers' co-operatives wc shall deal
mostly with the agricultural producers and warketing co-operatives.
The whole scope of agricultural co-operation will not be treated
here since many of these are organized on = consumers' basis such
as rural co-operatives stores, credit unions and mutual insurance
societies. Lhese will be discussed in their proper place under

the types of organization they represent. 1o avoid needless

repetition in this chapter, agricultural co-operation will be taken to
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mean marketing or producers' co-operation,

Prigciples:- The principles of agricultural co-operation: are.as follows:
(A) To become a member of one agriculturel society one must be a
bona fide farmer. Since the aim of the society is to permit the
farmers to co-operate in the sale of their products or in their
processin_ as in the case of creameries and dairies, it naturally
follows that only those who are producing for sale can co-operate
with the society. Anyone may help the organization in many ways
but he does not become a member on that account.

In many countries where the co-operative spirit is not
sufficiently developed agricultursl co-operation have adopted the
contract method oi delivery. In this way the farmer is bound by
contract to sell to the society zll.of his products or all of a
particular line depending upon the agreement. If the contract
is broken a fine is imposed.

(B) Members have only one vote irrespective of the number of
shares held, e find the same thing in consumers' societies. The
advantages of such technique have already heen mentioned and

need not be repeated here.

(C) As a rule there is no interest nor dividends paid on the

mone,; invested by tiie members of the society, The fixed capital

of the organization is considered by some to be a »ublic good
comparable to our highways and bridges. Therefore on that account
they say no dividends nor interest should be expected from its

use and that the benefits such as savings that the members receive
directly or indirectly from the co-operative should be sufficient.
Another argument brought forward is that by payinz dividends on the
capital invested, the amount of patronage dividends must be reduced

proportionally.
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For example in the case where two members have an equal number of
shares but whose consignments to the enterprise are different,
both would receive the same dividends on their capital although
one would have helped the Co-operative much more than the other
by his patronage. LEvidently onec would stil! receive a larger
share than the other of the patronage iividend but if no interest
is paid on the shares the proportion received by both would be
still more equitable and more co-operative in principle.

This has been the rule in most agricultural co-ops in the
province of Juebec. Other t;pes of co-ops, notably the Civil Service
Co-operative Credit Society of Canada pays no interest on dividends
or shares. Others consider as a fundamental principle that the
current rate of interest should be paid on capital invested. Reference
was made $to0 this in the discussion of the Rochdale »principles.

(D) The profits of the enterprise are distributed to the .sembers

pro rata to the amount of susiness each one does with the enterprise.
It is the same principle as applied in consumers'! societies except
that in the former case it .s the amount of the farmer's sales to the
society instead of his purchases from the consumers' society. Much
discussion has been raiscd on the point whether a flat rate of
patronage dividend alone on the volume of busi :css with the society
renders justice to all members., A grest many claim that s
differential rate should be used. George Keen is of that opinion.

He has endeavored to have the Ontario legislation amended in t' at
regard. Refer to page 28 for his quoted opinion.

(E) The current.interest rate is paid on loaned capital or preferential
shares. Unlike a consume.s' society which can include a1l persons
~with its fold, the agricultural co-operative =dmits only bona fide

producers. =as a result it often happens that the farmers of =



-86-
community have not sufficient capital to operate o organize a CcoO-0p.
In that case they may borrow from outside sources by issuiung
preferred shares, In a common stock enterprise, share. either common
or preferred are considered part of the net worth of the enterprise
and appear in thc balance sheet under the ownerslip interest heading
on the asset side. Co-ops consider preferred shares & liability to
be wiped off the books as soon as possible.

as the preferred shareholders of a co-op are 1ot uembers of the
societ - they have no ri.-ht to vote. Preferred co-operative shares
may be purchased from -roke's as there is a market for them.

If a member withdraws from the society either because he is
no longer a producer or for other reasons his common share may be
transformed into a preferred share.
(F) =as a rule all shipments of goods uf the members to the
co-operative -ocilety are made on consignment i.e. the producers
receive their money only after the goods are sold and not upon
delivery. If the society paid cash pon receipt of zoods .t ~ould have
to set a price. WO real co-opercotor saould expect this .rom aay co-op.
Ihere are many reasons why co-operative societies should not pay
cash upon deliver,;. First, the setting up or & price i1s a dangerous
policy, since there is always a risk involved of sudden lowered prices.,
The organization knows what the selling price should be, only after
the commodities have been sold. Furthermore the paying of 'iuch cash
before havin. sold the goods necessitates toe use of .uch working
capital. This working capital ould <0st often have to "e borrowed
at interest. In some cases .here the member is in desperate need

of cash some money may be advanced him before t-.e sale of the goods

has been effected.
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CLASSIKLCATTON:

Producers or marketing co-operatives may be clas.ifjed in
several ways such as, according to the commodities handled, or tle
plan or orgenizetion etc. Most countries have adopted the .pecialived
type orf co-operative which handles only; one or s few similar products.
For example some mey sell butter and eggs, butter s-d cheese
milk and cream, livestock and graein, oranges and lemons; Lut many
other associations handle but one commodity such as wool or cotton.

At the beginning of the co-operative movement one co-op handled all
agricultural products but with the expansion of the :.ovement
speciali.ation became possible. uxperience pro ed t.:t this
specialization was desirable. {rom the 1952 report o: the
International Institute of agriculture of nome we read:

"Lorsque les co-opératives d'ach8t et de vente commencérent
& €tre fo.dées, il n'y avait pas encore de commerce en masse d'oeufs
de‘légumes, de fruits, etc. en ce qui concerne le détail, les rapports
entre comrierce et agriculture avaient encore une forme tout a fai*
différente. avec l'extension de l'aviculture des cultures fruitiéres
et marafcheres, la nscissit? se fit toujours plus sentir pour les
agriculfexrs de reafo.cer leurs positions comme vendeurs pour obtenir
de la sorte des prix plus rénumsérateurs,

Quant aux nouvelles co-opératives crées, elles ont pour
caractéristique spéciale, qu'une co-opérative particulidre est institude
pour chaque produit. De le sorte l'activité co-opérative est singu-
liérement facilitée, et chaque co-opérative peut zinsi acquérir une
pPlus profonde connaissance de sa branche spsciale et une plus grande
mobilité.

ainsi on peut compter pour l'avenir sur une forte extension

de la co-opérative de vente non seulement des ventes éffectuss par

les co-opératives d'achat et de vente, mais surtout de celles qui
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sont éffectuées par les co-opératives spécisles." (1)

Mr. silion quotes those few p ragraphs as arguments favoring
specialization of producers! co-ops in t!:c province of Quebec which
he believes has been lag-~ing behind in thct regard.

As vefore referred to, producers' co-ops may be classified =ccordin
to the function sccomplished. Iarketing and processing societies came
within this classification. Organizations for the sale of grains, fruit
vegetables,as such are .warketing co-ops. Processing co-ops include
flour mills, apple cider presses, canneries, creameries and dairies.

The third classification is accoraing to the plan of orgsni—ation.
In this group there are three distinct types ol co-operative association
(a) local, (b) federated, (c¢) centralized. The tkree types will be
treated in order.

(a) Local co-operative associations are composed of producers in a
single community. Their activities are mostly confined to local shippin
points, where they have no connection with or are not affiliated to a
wholesale society. They u:uslly perform all the marketing functions tha
may be pertormed locally such as assembling the product, grading and
packing, transportation and collecting and distributing the proceeds.
Independent local ..arketing agencies may accomplish the same funetions
as the local co-op, but the difference lies in the ianagement control
and the aim of tle organization. Instead of becing controlled b one
or a few persons who have only their own economic advancement as an
aim, local co-ops are owned a-.d operated by the producers themselves
for the good of the whole class.

Local co-operatives undoubtedly render vsluable service to the
far.ier in giving him higher prices for 'is products and greater
renumeration for goods of higher quslity. However, the benefits
of local co-ops are necessa;ily limited and couinare with the advantages
of retail consumers'! societies before affiliation with a co-operative

wholesale, they are both advancements to.ards economic dewvocr:cy but
only one step toward the ideal.

(1) Requoted from L'actualité Zconomique Octobre 1937, page 43, from
article by Gerard Filion "La co-opérative agricole dans Juébec."
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Federated associatjons:- Federated associations are formed by the
voluntar, associatioﬁ of a number of local c.-operative roups.

The federated societ,; has only such power as delegated to it by’ the
local groups. Individual members usually have no direct connection

or legal relationship with thc central organizsation. 'The local groups
deal with the central and tue individuals with the Yoczl association.
The locals usually accomplish all those activities which they cen
efficiently carr, out, as enrorcement of contract with embers,
assembling, grading and -acking while the central organization is

left with the functions of selling the .roduct, establishing grades,
carrying on research and advertising etc. We find the federated tybe
of association particularly in the dairy industry and in the marketing
of fruits and vegetables. The California Fruit Growers Excharnge

which markets the Sunkist citrus fruits is o71e of the most important
federated co-ops in america.

The California Fruit Growers Exchange is the federated association
of over 200 locals of from 40 to 200 members each. There are about
11.000 citrus fruit zrowers included in t..e picking, grading and
packing of tne fruit which is prepared for shipment. =xl11 the fruit
is labelled with the brand o1 tue Jentral Organization namely Sunki:zt.
There are 22 district exchanges which are the eans of communication
between the central and tne 'ocals., lhe locals elect the uanagers
of the several exchanges. Lhe latter are in charge of sales,
receive and distribute ret.rs . amung the locel associations. [fhe
central excha.ige deals with functions of a larger scope such as
advertising and stud 'i.g tune .ar<et sitiation. It publishes a
daily bulletin and has charge of educational sctivitics. It has
salsries agents in the most important cities ol the Unite’ 3tates

and Canada who create a demand and sustain it throughout.
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The C.t'.G.E. in the 1928-29 season handled 40 per cent of
the total citrus fruit products of the U.S.a. and 75,. of the total
production of the state of Californisa.
CENTRALILZ D a330CLlallu,.:~- There are co-operative association. composed
of many individual members who deal directly with them. There are
usually no locals in t at form ol orga.izution aad 1T there are,
they are usually unincorporated , rou.s possessing the small powers
transmitted to them by the central. [he members coutract .ith
the centrel to .arket their products through it “or a term usually
from three to five years. .he centrzlized associations enforce
their contracts by law .uuch morc often than does t..e federated
t7pe since the contract is cunsidered indispensable for *he proper
funetioni -z of the ceatralized t spe. Formerl, no provision was
msde for recalcitrant .embers to withdraw within the terms of tle
contract bit later, provision was nade for such withirawals after
a year or so. wention was not ade in the former type ol "La
Co-opérative Féd3rse de jyuébec." It i3 called a federation but it
dominates to such a great extent the so0licies of the locals that
it resembles more a centralized <ssociation than a federated one.
Firstly, al' sroducers'! co-operatives in the province mus* be
affiliated with La Co-opérative fédsrie. This factor alone excludes
"La Co-opérative r4dirse" from “eing of the feder:wted t -pe. Lhis
domination on its part has bee. the .ubject of much criticisu. Let
us again quote Gérsrd .ilion .e:retary of 1|'Union Jatliolique des
Cultivateurs. a good portioa of the para raph is quoted as it is
most timely and to the point. "Notre systeme actuel de co-opsration
avec une centrale qui tend & domirer VT'activits ragionale et
parfois meme locale, est in non-sens, .ine osrofonde erreur
psychologique, géographique et &cono ique. wsrreur psyc’ ologique

parce qu'on détruit de la sorte chez les membres le sens de
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responsabilité qui dot se faire sentir a jet inconnu de la locale
4 la régionale, de la régionale & la central. Erreur géographique
parce que la province de Québec, différente en cela de la Beligique
sur laquelle on a pris modéle un peu trop servileent, est un
pays trop vate et trop varié pour gqu'on puisse y mener efficacement
un systéme de co-opération & deux degrés." (1)

Later on, in. the seme paragraph he continues, "En co-opération
il faut laisser aux intéressés c'est-a-dire aux co-opérateurs, le
soin de régler leurs problémes et cela & to.,s les degrés. Bref,
notre co-opératio. de produits agricoles devrait s'lorganiser sur
le méme principe que les Caisses Populaires; co-opjrative
régiénales. Ctest la seule méthode logique, 'a seule qui au
surplus, respecte les principes de la co-opération. Il y aurait
place au Québec pour une bonne dizaine de centres co-opératifs

correspondants & autant de régions naturelles." (1)

RESULTS OF AGRICULTURAIL CO-OPERATION:- Co-operative marketing and

processing has helped the farmer a great deal. The following have
been it most important beneflits.

(a) The marketability of farm products has been improved. Standard-
ization, grading and uniform packaging become possible only when

a large group of producers market their goods collectivelv., &n
individual producer marketing his own products finds the chove
funetions too costly to accomplish by hi..self. Co-operative
associations by assuminig She umarketing functions of .any individual
farmers can accomplish them at much lower cost. The results are

benefitial to both producer and consurmer. Jhen products are

(1) "La Co-opération agricole au québec" by Gerard Filion published

in Aetualit'é Lconomique Octobre 1937, page 435,
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graded eificiently and priced accordingly the farmers are paid
according to the quality of goods they produce while the consumer
is assured of goods of a good quelity at a just price.

(b) 4as a corollary of the first, co-operative .arketing and
processin. improves the quality of the goods oroduced by fevoring
grading. When goods are not graded accurately, justly and universally
the farmers are not tempted to produce goods of first quality

as many complain that customers are not willing to pay more for
first quality goods. Grading must be compulsory for all producers
of one market st least, for this benefit to accrue.

(¢) Co-operative marketing assures top prices to the producers.
Independent marketing agencles whose primary interest is profit
maki~g for themselves necessarily pay less to the farmer then
would a wel' operated co-op under ordinary circumstances.

(d) The association of many faermers into one organization tends

to develop a community spirit in the locality. From pure economic
co-operation it spreads into other domains and activities whers
co-operation is essential. fhus individualism is modified.

(e) Farmers by administering their own arfairs develop business

acumen and sound b.usiness methods.
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CHAPTER VII

MUTUAL LNSURANCE

all the types oi co-operative business can n t bc treated in this
work. However, the great cro-ress made by co-operative insurance in
many countries ol the world makes this type of association very
important.

It is said tnat 8ll insurance is co-operative in as much as it
results .rom the association of many policyholders whereby the risks
are lowered =s the number or insured increrses. It may be co-operation
in t.e wide sense of t.e word but it is not co-operation as defined,

a few chapters previous. rhe definition of mutual insurance would
bring out the difference,

Defipition:- A mutual is the association of many persons in a
co-operative society whose aius is to furnish the members with insurance
protection at the lowest possible cost. In a mutual the aim of the
soclety is to furnish insurance at 'he lowest possible cost.

It is not profit making. Illoreover, mutuals have this charscteristic
that the insured are all shareholders of the company.

It is tren easy; to conceive the difference "etween a ;<nuine
mutual and the ordirary insvyance company organized on a capital stock
basis, The aim of::}dinary insurance compan ~ is *0 make profits for
its shareholders. TIhe shareholders and insured are not identified.

The number of persoas holding the majority of shares may be & hancdful
while the number of :asured .ay reach the millions. TIhe shareholders
of capital stock insurance companies consider the shares they

own in the company as an investme.at om which they expect dividends.

It naturally irollows, than the cost of the insurance in a well adminis-
trated mutual will be lower than that o” an ordinary company. This

fact is admitted even by those who handle insurance of the capital
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stock variety exclusively. In reality, the only argument they can
offer against the mutusl is following; they say mutual insurance
companies are not as financially stable ss the capital stock orgeani-
zation. They try to convice the potential policyholder that only
the common stock insurance company casn offer protection with safety.

Co-operative insurance has entered the fields of life, fire,
hail and accident protection. In Canada and the United 3tates however,
we find mostly nutual fire insurance. But the mutual assurance tech-
nique as a matter of principle can be or.-anized as a protection
against any hazsrd, as long as the number of insuréd would be grest
enough to level off the risk., Xor example it would not be wise
for co-operative insurance to offer protection against unusual

incidents of which Lloyd's of England .ske a specialty.

Principles of mutual insurance:

The prianciples of mutual insurance aré as Tollows:
(1) & genuine mutual insurance company does not operate for the
purpose of making profits. It may pay dividends to its shareholders
or insured, but these are comparatle to the patronage dividends
peid in a consumers' society. [fhey are savings on the oricinal
charze .;ade for the premiums.
(2) In a mutual the shareholders and insured are the same persons.
Bvery person by tsking out a policy with the organization becomes
ipso facto a shareholder of the said society.-
(4) Mutuals should not operate without a reserve. In other words, its
members should pay an annusl premium as in other insuraice companies.
Some mutuals made the blunder of organizing without any capital or
reserve at all and called unon each nember to pay so much money each
time one of their assoclistes suffered a hazard against which he wsas
insured. Such a policy is psychologically speaking bad technique, for

most people do not like to be called upon to pay something which
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they do not expect even if it is less than they would have to dis-
burse otherwise. It is a much safer method to have s [ixed premium
which would have to be paid yeerly, hazard or no hazard. Illany
co-operative insurance societies have failed or loss a great desl of
their members by not enforcing this third principle.
(4) Mutuals should not as & rule fix its rates to a too low a level
below that of the competing common stock compenies. [Ihe same rule
applies in consumers' societies. [he initial cost of insurance for its
members may be equal or practically so, to that of ordinary comu.anies
but by returning their savings to tiem in patronage dividends their
premiums in -their last ahalysis will be much lower. In this way the
society keeps on the safe side by accumuleting a subst ntial reserve.
(5) Mutuals are usually local in character protecting a definite
group. They resemble credit unions in this respect as the sutual
underwriters <now the people with whom they are desling and the prop-
erties they are insuring. By so doing, losses sustained are much lower.

BENEFITS aCCRULNG fOw CO~-OPERALTIVE INSURANCE:

The benefits of mutual insurance are both social and economic.

(1) Its members are able to obtain insurance protection at a
reasonable cost.

(2) The capital owned by a mutual is owned by thousands o7 insured
having a common interest, wWe do not find in real mutuals the evil
of having shareholders o! foreign countries reap the protits of
the enterprise such a: we have in Janada in many common stock
companies. In this way the prosperity of a mutual benefits the
members of & same community.,

(3) Mutual insur:nce 1s bznetficial to scciety in c~eneral and to
a communit,; and to the individusal in particular by leveling off
the risks and hezards which could not be - rotected from othcrwise.

(4) Co-operative insurance develops the co-operative :pirit aimed

for by the co-operative move.uent in general.
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(5) Mutual insurance by making shareholders o: its insured helps

to realize to some extent the extension of ownership of private

property to the poor or financially weak. DBy so doing it gives

men that sense of responsibility and dignity so necessary to

society.
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CHAPTER VIII
CO-QPKRATION IN QIHER COUNTRIKES.

This chapter on co-operation in other countries will evidently
have to be a short treatise., It will deal only with those few
countries where co-operation lhias reached an important place in their
economic activ.ty and will outline principally, the distinguishing
features of the types of co-operatives found in these states.

(1) SWEDEN: Sweden has reached a high degree of co-operative develop-
ment. Its co-ops have been noted for their trust-busting activitiés
which have proven more efficient that all the anti-trust legislation
in the world. Monopolies of oleomargerine, flour and galoshes have
been broken forcing the firms to sell these goods at prices nearer
costs of production.

about 590,000 Swedes representing one out of every three house-
holds in t.e country belong to the different co-operatives. 'The
members come from all classes of society and may be classed as follows:
Corporations 1%, small workshop owners 24, workers 6%, traders 4%,
white collared men 14}, farmers lBﬁ, farm workers 4%, other workers 15}
factory worxers 28) and others 11%.

It may thus be seen that co-operation in Sweden is not predom-
minantly agricultural such as that which we find in Denmark. Sweden
maintains political neutrality and fsvors overnment supervision only.
The country has rejected one of the secondary principles of co-operation
by refusing to sell at current prices, especially if they were ,'rossly
injust. The method has worked remarkably well there. [his proves once
more that the co-operative is a flexible kind of business whose primary
or basic principles may be kept intact but whose secondary principles

may be changed to meet different conditions. Whereas most co-operatives

in the world prefer to sell at current prices and to pay greaster
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patronage dividends the Swedish co-ops adopted the opposite policy
of low selling price and therefore low patronage dividend presumably
because the crying evil of monopolies was more acute in that country.

Sweden is far advanced in public utility co-ops such as those
that furnish electric power and telephone service. Great strides have
been made in co-operative housing as well. It is claimed that there
have been over 20,000 houses built in this manner in 3weden.
(2) DENWARK: Denmark, as her sister Scandinavian country, is far ad-
vanced co-operatively. But Denmark being an agricultural country her
co-operatives are principally agricultural marketin: bodies and those
consumers' societies existing cater to an sgricultural community.
Denmark can veritably be called a co-operative democracy for it is in
this country where the percentase Of the members of the co-ops to the
total population is highest in the world. liuch advancement have been
made in tr.e co-operative marketing end processing of milk. Xor example
of the total 202,000 farmers in the country, 192,000 of thiem market
their milk co-operatively. In ascending order 2%% of the poultry
products, 4% the seed, 4%% of the butter, 6%% of feeds and grains,
75L of the packing plants, 75% of the hay industry, and 9Lk of the
cattle and dairy industry, apart from butter, are in the control of
co-ops.

In 1933 of the total 7,916 co-ops in Denmark, 5,015 were
agricultural producers' co-ops, 1824 consumers'! societies and
1,077 divers co-operative bodies. ull these societies together
counted 1,662,962 members of a total population of 3,550,656
people. The proportion is very high, when we consider the fact that
the total population of over 35 millions includes meny who are too
young or otherwise incapable of vecoming members of a co-op.

Approximately 81k of the gross total of the agricultural business

is handled co-operatively i.e. about ¢500,000,000. Of this total
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385,000,000 is handled by producers! societies. It must not be
forgotten that dairy products, eggs and bacon make up % of the
country's industrial and agricultural exports.

Characteristic traits of Danish co-operation are: 1its
financial structure of non-limited liebility of the shareholders
and secondly the ract that its agricultural societies perform
vers; specialized functions i.e. handle but one line of farm
products. l'he non-limited liability of the shareholders reanders
them jointly and severally liable for the society's debts.
(3) FINLAND: The co-ops of this country are mainly rural and not
so far advanced as tnose of Denmark and Sweden principally because
of its long period of political bondage. Her sovereignty was
restored and recognized only aiter the last war in 1919 and as
these words are being written, her freedom is threatened again and
will probably be crushed witnin a few months by the Soviet invasion.

Credit unionism has reached a nigh degree of development in
Finland. In fact these co-operative banks have saved frow chaos and
restored agriculture to a stable degree by granting long term loans
at a reasonable rate of interest to farm owners in distress and to
others who purchased farms with the proceeds of these loans. Lhe
following data may prove interesting. !'‘etween the years 1925 and
1955 the rural credit unions granted:
(a) For trne clearing of laud and for its improvement, 329.6 million
Finnish marks in 215,415 loans. This permitted 120,471 hectares of
land to Le cleared or improved. (hectare--about 2} acres)
(b) For tne purchase of land 16,214 loans making the sum of 99.8
million marks. Jith thi:s money 15,706 farms were bou. .t whicl
covered 135,933 hectares,

(c) For the clearin. and improving of land to make new larms 4,5,9 loans

or 34.% million marks. The total farm areas reached 70,548 hectares.
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(d) For the construction of buildin,s on the new farms 12,931 loans
meking a total of 64.3 million marks. The proceeds permitted the
construction of buildings on 12,174 new farms.

Finland's export market has not reached that importance which
we find in Denmark. However of its export tride in evidence, co-
operative marketing plays an important role. In 1937 nearly lOOﬂ
of the butter exports, 77, of the cheese, 60/ the eggs and 96/ of
the pork exports were nandled by the co-ops.

Of Finland's inland trade 60, of the milk marketed, 654 of the
pork and beef and 70% of the eggs are handled co-operatively.

Finnish co-operatives observe strict political neutrality.
Great progress has been made in the organization on a co-cperative
basis of public utilities such as electric power lines and telephone.
IHE SCANDINAVIAN CO-OPERATIVE WHOLESALE: Of particular interest, is the
great step made towards international co-operation by the Scandinavian
Co-operative wWholesale, This sociéty was formed in 1918 durinc the last
war by the four Scandinavian countries of Sweden, Norway, Denmark and
Finland. These countries had difficulty during the war to import the
goods they needed. The Scandinavian Co-operative Jholesale was formed
for the purpose of supplying those needs. They soon discovered as did
the Rochdale pioneers some years before, that if mans advantages accrued
from international co-operative purchasing, ~reater advantases would
result if the; entered the field of production. One noteworthy accomp-
lishment or the 3Scandinavian Co-operative #holesale was to bresk
the international lish* bullt monopoly of the International General
Electric. Observation proved trat this monopoly actually fixed prices
far removed from costs of production, and varied these prices in the
different countries, however always keeping them as high as they thought

the traffic could bear. For example in Enzland the price was 57 cents,

in Sweden 57 cents, in Hollsnd and Germeny 30 cents, in Dennark 27
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and in Hungary 18 cents. T[Ihe Scandinavisn Co-operative vWholesale
entered in the production of li.ht bulbs with their factory at
Stockholm. TIhe international cartel had too meet the co-operstive
price of 22 cents Tor a 25 watt light bulb.

The stock of this international co-operative wholesale is
owned by Lhe co-operative societies of the four countries. Democratic
control exists since the four states have equal voting powers. The
head office is in Copenhagen.

The creation of such an international co-operative is a milestone
in the history of the development of the co-operative movement in the
world. It must be admitted trnat conditions lent themselves to this
resilt, first of all because the four countries participating ..ave so
much in common in ideals, customs, etc. and secondly because of their
geographical proximity. But nevertheless, it proves that international
co-operation is possible. Universal international co-operation in the
economic sense is utopian, as is for that matter general and univer-
sal co-operation within the same country. The fact remains that there
could be = much greater degree of international co-operation than we
actually find in the world to-day. But again, to be logical, we must
start at the sou.rce of international co-operation i.e. co-operation
between the individuals of the same country. as the Swedes, the Danes,
the Finns and Norvegiens evolved into real co-operators, within their
own countr,/, they were paving the way for co-operation in a greater
sphere but bound by thLe same rules of brotnerly love and self-denial
for the common good; the only difference being that for international
co-operation one more human passion has to be quenched i.e. the passion
of natioal pride. National pride or nationalism is a natural right and
often a duty of man but too much significance has been given to it in

the past.
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(3) GREAT BRITAIN: Co-operation as we know it today first came to
being in Great oritain and since the year 1844 when the Rochdale
pioneers first opened their store on Toad Lane, the movement has not
ceased to progress in that country.

T.e greatest advancement was made in the field of production
by the consumers' co-ops. The 12,000 local distributive co-operatives
are federated into the Co-operative Wholesale Society, (C.W.S.) and the
British Co-operative Union (B.C.U.). The British Co-operative Union
is distinet from the C.¥.S. and its functions are to look after the
publicity and educational program of the co-operative movement in
Great Britain. This dual organization with separately incorporated
educational and business organisms is one of the distinguishing feature
of British co-operation. Co-operatives throughout the world, and in
fact many of trose participating in the movement in Great Britain
itself brand the dual system as cumbersome, inefficient and costly.
Sweden rejected the dual system after having tried it out and replaced
it by the unit organization. The unit organization consists of one
general co-operative body performing the functions of educating, whole-
saling, production, insurance and Tfinance. at the beginning, committees
elected by the shareholders may be in charge of the different functions.
Later on, managers are elected by the directors to deal with each
function as growth ol the co-operative orgasnization requires greater
specialization and efficiency.

There are about eight million Britishers in the co-operative
movement in Great Britain. In 1937 one eighth of the country's retail
business was handled by co-ops. Co-operative establishments sell one
seventh of all the food sold. The bankin- department of the C.¥.S.
has assets of more than $450,000,000, and does a business equal to

that of the fourth largest bank in Englsnd. According to deposits

of 19355 ®he following six banks were the most important in kngland,
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they are in descending order of importance: Midland, Barclay's
Lloyd's, Co-operative, Westminister, Nationale Provincial.

The C.W.S. owns and operates 150 factories manufecturing
hundreds of different commocdities, It owns a coal mine, 30,000
acres of cultivated land and 35,000 acres of tea plantations in
africa. between 1929 and 19534 & depression period $600,000,000.
was returned to its membei's in pastronage dividends,

Characteristic features of Great Britain's co-operation are
as mentioneil before, its duel organization for publicity and business,
its tutorial system or training members and employers, its mingling
with politics and its promotion of credit business. IEngland does not
use generally tne study club method of training new snd o0ld members
which we find in Sweden and in Nova Scotia. It is claimed that if
Great Britain used the round table discussion _roup method, the
numnber of co-operatives would increase rapidly.

Of rarticular interest is tlhe co-operative political party
which has nine members of Parliament. Many co-operative enthusiasts
frown upon the delving into politics by the co-ops. Aparently it
has not proven disparaging to the British movement but it certainly
is not a policy to be adopted generally. The reason given by
those who favor the policy, is that, only by having co-operatives
taking an active part in the affairs of the nation and in the
passing oi laws will justice be given the co-ops.

Finally what strikes us as being unusual, is the policy of
pBritish co-operation of promoting credit business by the co-operative
purchasing or selling organization itself, instead of having the

function performed by the credit union.
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(4) BELGIUNM: Belgium is noted for its agricultural, as well as 7or
its public utility co-operatives. [wo separate orcanizations take
care of the agricultural co-operatives., The "Boerenbond" and the
"Agricultural wslliance", [he former is the Catholic hody formed in
1890 to combat the socialistic inclinations from which co-operation
was suffering at the time. The Boerenbond grew to be tlie ..ore
important organization of the two. In 1935, there were 115,607
families who were members of this vast society. The local co-
operatives comprising the Boerenbond are usually grouped on a
parochial basis. These local bodies perform all functions that
may be of interest or of utility to agriculture in the district.
The functions of marketing and the purchasing of supplies for the I
farmer are performed by the centrel organization of the Boerenbond.
In 1935 alone, tais society purchased 175,777 tons of chemical
fertilizers and 281,434 tons of organic fertilizers for its members.
During the same year, to mention only a few products, the central
organization of the Boerenbond sold for its members 24,375 tons of
potatoes, 7,071,137 1bs. of butter and 5,732,025 dozens of eggs.

The Boerenbond has gone into the mutual insurance business
to a great extent. On December 21, 1935 it had, taking the insurance
against all hazards, 219,149 contracts which represented total
premiuns of 55 million francs. Of these insurance policies,
132,762 were contracts insurance against fire, 75,323 agaiist
accidents and 2,586 asainst hail.

An innovation in co-operative enterprises is the Belgian
type of co-operative, naving as members legal persons such as
municipal corporations, provincial governments or the state itself.
The first of these enterprises was created in Belgium, in 1860.

It waz a credit society- 3ince thst time this type of co-operative
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organization has been applied with success to other kinds of business
but primarily to public utilities. [For instance 5,216 kilometers of
railroad and operated co-operatively in this menner. 1In 1932, the
receipts 0. this railroad line reaciied 245 millions. In 1918 a water
supply and distributing orgaenization was forued on this plen and by
1955 capital subscribed by the different municipalities reached 204
million francs. a co-operative housing society was created in 1920.
By 193%2, 54,095 new homes were built.

Some doubt exists in the minds of many as to whether this
type of business organization should be termed co-operative or not.
This doubt is justifiable at first, owing to the originality of its
capital structure and to the fact that the state, and provincial
governments .iay be shareholdeis or members. But we must stress the
point that municipalities alone can [orm the organization without the
association of the federal or provincial governments., vareful obser-
vation and analysis however of the dissimilarities of this type of
body as compared with the ordinary capitalistic enterprise (e.g. the
Bell Telephone) or the state owned public utility (e.g. C.WN.R.)} or
provincially owned public utility (e.g. Hydro-Electric Co. of Ontario)
clearly outline its co-operative Teatures.,

The belgian tspe has the following co-operative festures., It
admits as members, only bona-Llide consumers of the products or services
which it renders. 3econdly, tie open door policy is practiced.

All new members must be accepted save in the case where it is known
that their purpose of entering the body is to do it harm. Tinally

its aim is to help the consumer by giving him goods or service at

a lower cost either by sellin;; at immed;ately low prices and crant-
in.. a small patronsge dividend. The aim of this type of co-operstive,
being to help the consumer member by givings him lower prices, it

follows that this kind of or-anision is radically diflere.t Lrom
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the ordinary capitalistic body.

(5) FRANGE: Co-operation in france was long time retarded owing to
poliﬁical interference and disputes over the theoritical aspect of
co-operation i.e. its basic principles and methods. Different schools
were formed according to the principles of co-operation they favored.
Finally tie Nimes school upholding the Rochdale principles superceded
all others. Jo-coperation from that day on, advanced in PFrance,

In 1935 there were 847,636 farmers, members of cu-ops, ol a total
rural population of 19,616,000 people. Io this number may be added
many of the 850,000 who are members of 27,116 mutual insurance
societies., There are also 5,900 rural credit unions with a total
membership of 433%,000. France is not advanced very fsar, in the field
of co-operative production for consumers. However one step has been
made towards that end at least, since all the co-operative consumers'
societies are now federated in "La federation Nationale des Co-opérative
de Consommation", Co-operative interests are represented by dele:ates
on all rrench government bodies except parliament. The "Fédération
Nationale des Co-opératives de Consommation" has a body which handles
the problem of publicity and the educational movement. One of tie aims
of that body is to strive to have the tfrench fducational council admit
the teaching of co-operative principles in the public school curriculum
(6) THE UNITsD STaTES: Our southern neighbour has not made great
strides in the developuenut o. cojpperation. Several reasons have
been advanced to explain this lack of progress, but as they resemble
so much the obstacles and causes of Canada's slow development in that
field tres will be dealt with in another chajter. (Chapter XI)

There were in 1935, 3,660,000 farmers members of co-operative

societies in the U.3.a. of a totsl rural population of 58,820,223.
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In the same year there were 6,500 consumers' co-operative :ocieties
with a total membership of 1,800,000 doing & business o’ alLout one
million dollars a day. ihese consumers'! societies include agricul-
tural as well as urban consumers' co-ops. During the 1936-3%7
marketing season agricultural co-ops in the U.3.a. did a purchasing
business of 400,000,000 of which 468,000,200 were gas and oil
purchases for farimers made by the ten thousands gas and 0il co-oOps.
It is claimed that over ;5,000,000 was returned in patronage
dividends on the _as and oil purchases. In 1937 there were 26
wholesale societies doins a business of over a million dollars

a year. In Superior WNisconsin, we find the largest wholesale
crocery co-op in tne country. It distributes groceries to 130
co-operative reteil stores in the state of ..innesota, .Jisconsin

and Northern .ichigan. Its business amounted to atout $3,500,300
in 1937. In fact the co-operative movement is more advanced in

the 3tates of #isconsin, Minnesota as well as in the other Central
States thnan it is elsewhere in the country.

In Minnesota "the Franklin Co-operative Creamery association"
is a single retail society with a membership of 5,000 consumers and
with a normal yearly business of $3,000,000. Jhat is peculiar about
it, is tne fact th+=t 1t is a consumers' cu-operative not = producers!
co-operative creamery 3u:h as we haves in 'reat numbers in Canada.

In tLe Central >Stetes of Illinois, Indiana, Ohio, and Lower
wichigan there were in 1937, 22 societies organized into the
ventral 3tates Co-operative League. The 22 societies have a
memberszip of 7,000 and annual sales of over }5,000,000.

In the mastern States, 35 societies are organized into the
Eastern States Jo-operative League and the Zastern 3tates Co-

operative Wholesale. The thirty-five societies do an annual

business of approximately $5,000,000,
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In New York City co-operative housing had mcde ~reat progress.
There exists five co-operative hoising esssociations in tre city.

In apartment housin. alone 45,000,000, of apertme:t buildings have
been constructed. There is also in Jew York City "Consumers' Co-
operative Services" operatin.- 12 restairants., Its membership
exceeds 5,000 and its annual volume of business is well over
$500,000.

Thro.g:.out the U.3.a. over 203,000 farms ar< using electricity
developed by co-operative power plants. In the State of Ohio more farms
have been elec-rified by co-operatives since 1935 than had teen
electrified since t.e first appearance of electric power in the
stare.

There are seven thousand credit unions with a total membersiip
of Uver a million and alf shareholders in the U.3.,A. e find them in
every state of tne union. I[hey are all members of tae (C.U..l.A.)
Credit Union wational association of which Ray Bergengren is the
director.

There exists since 1915 the Co-operative League of the United
States. This organization is concerned only with tue educational
and publicity aspect of co-operation. It publishes since its
foundation, trne magazine "Co-o_.eration”.

As a summary of t.e characteristic features of smerican co-ops
ration wc could say that it is more agricultural and rursl than
urban and that even agricultural co-operation in that country
limps far behind tast o[ the _reat co-operative states of Zurope.

(See table 10)



-109-
cllar'ER  IX

CO-OPKRATION IN CaANADA.

The ‘lYevelosuent o t'.e co-operative move .ent in Janada hus
alreedy been treated else.l.ere, (page 51). [uis chapter .il1l1 be
coi.cerned witl. t.e present state of co-operation i1 Janada. It
will be a siort treatise dealing with producers' co-ops, consulers!
societies and also with credit unions and mutual insurance societies
for thie whole gf Canada. .henever figures for the diflerent
provinces are available they will be given.

PRODUCERS' CO-OPERATION IN CANADA.

It .s producers!' co-operation which has made the moust procress
in canada. TIhe total amount of business done has reached =z consid-
erable figure. In Table 4 is given the to*al number of acricultural
marketin - and processin. societies in Canada as at 1938.

WNe fi-d the greatest number of associations 177, ian the group
marketing livestock, followed by those handling dairy products
at 166. oJrain and seed places of business by far exceeded all tle
rest .it. 2,155 alnost four times as meny as its -earest rival
tne co-operative dairy establis.anents with 593. [he two sane
-rours lead all the others in the number of shareholders participating
and almost in tne same .rogortion as *he places of busiiess, the
grain and seed societies Laving 190,593 shareholders, t.e dairy
products gro.p 58,672,

In t.e total smcun* of busiuncss dune, tre grain e.:d seed
associatious led with ¢82,522,611, "ollowed fer behind L tie co-ops
handling livestock wiich did & business of 319,42,,605. =ni the
dairy societies doin. a business of ;19,420,505. for the same yeor.

Other pertinent facts to be noted in table 4 are the following:

the number of snsreholders of the zrain asnd seed societies nanely

190,593 farmers form nearly 50 per cent of the total weubership of



TABLE 4

AGRICULTURAL, MARKETING AND PROCESSING CO-OPERATIVES (N CANADA

GROP YEAR ®NDED JULY 31, 1938.

(1)

Numbér

Commodity ne Plsges Sharegglders rPatrons Pgigr:p Sa%:imof Sa%;s Tot?icgzgigz

handled assoclations business members capltal produc?s supplies other revenu
Dairy products 166 " 593 58,672 77,824| 2,140,132| 19,004,148| 518,328 19,420,505
Fruit & vegetal 94 128 11,066 14,007 727,389 8.278,176|1,708,058 10,077,112
Grain & seed 36 2,155 190,593 190,744| 5,454,955| 80,883,969 1,608,702 82,522,611
Livestock 177 206 59,450 54,225 651,281 18,913,484 465,710 19,425,605
Poultry 61 286 32,342 25,387 60,269] 3,146,091 80,272 3,236,173
Honey 3 3 1,401 725 30,139 202,273 nil 202,873
Maple sugar 2 2 1,982 1,982 57,762 668,243 nil 668,243
Tobacco 5 5 9179 753 80,719 511,581 nil 513,410
Wool 1 17 8,000 7,000 117,140 649,183 62,819 713,603
Fur 2 2 1,100 4,950 2] 1,638,865 22,742 1,662,552
7 19 20,425 20,425 620,780 161,379 nil 162,038
Total 554 3,416 38,,990 398,022| 17,940,5661154,062,992] 4,266,691 138,604,725

(1) Ngt including &o-operative telephones, credit socleties, mutual insurance,societies,

farmers institutes nor purchasing societies.
(2) Not organized on a share basis.




TABLE 5

THE MARKETING, PROCESSING AND PURCHASING CO-OPERATIVE SOCIETIES

IN CANADA GROUPED BY PROVINCES FOR IHE YEAR ENDED JULY 31, 1938.

(1)

Total busines

Number Places Shareholders Patrons Paid up Sales of Sales of
Province of of or shares farm supplies including
associations business members capital products other revenue
Prince E4d. ' ¢ l
Island 15 70 10,291 11,003| 10,800 1,197,784 170,032 1,370,553
Nova Scotia 99 99 7,444 11,802} %95,859 1,745,205 1,732,176 3,499,358
New Brunswic} 45 68 5,808 10,004} 93,390 1,143, 539 521,667 1,666,737
[}
[
Quebec 451 891 50, 355 59,980 907,772 | 11,160,106 |4,392,800 15,641,666 F
Ontario 145 1753 35,937 44,150 1,061,954 16,655,664 | 4,136,008 20,336,171
Manitoba 33 354 42,456 46,523 285,250 19,130,864 395,128 20,078,4:0
Saskatchewan 327 1,429 170, 381 162,678{1,227,64) 21,107,445 | 5,587,654 24,800, 544
alberta o7 507 61,810 70,691 419,973 33,293,539 835,240 34,251,273
British 54 61 12,915 16,621{1,557,044 3,062,848 | 2,052,840 10,175,420
volumbia H
Inter- 6 463 40,152 17,680( 5,507,724 20,996,982 | 1,743,348 22,750.503
provincial
TOTAL 1,217 4,125 435,529 462,93719,265,591 134,493,746 | 20,091,893 155,080,4:5

(1) Does not include co-operative telephones, credit societies, mutual insurance societies
or fTarmers institutes.
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all the societies combined i.e. 385,990 shareholders. Jhereas
the percentage of business done by tlie same . roup of rain

and seed societies to the total amount ol busines, transacted
by all the co-ops is still greater at about 60 per cent.

The group Jloin: the greatest amount of business for
the number of associztions, thie number of places of business
operated and the number of shareholders psc-ticipating is the group
handlius rurs. In that class, two aszsociations operating two
establishments «1th 590 members did a total business of 41,662,552,
for the year ending July 31, 1938.

Table 5 groups all the ..arketing, purchasing and nrocessin:
co-operative societies by pro-inces for the year ended July 31,
1938. .he total figures do not agree with that of table 4,
because in tne former, the agricultural purchasing societies
are included.

In Table 5 page 111 we find that Jquebec hes the gre: test
number of associations with 451, followed by Saskatchewan with
327. Saskatchewan leads in t..e number of places of business
with 1,429 establishments followed by the province of Juebec
with 891. ~he province of 3askatchewsn has the largest number
of shareholders at 170,331, followed by alberta with 61,810
and the province of Juebec with 50, 355 umenmbers.

O0f the total sasmount of business done tlie co-operative
societies in alberta accounted for tue largest pro, ortion
namely 434,251,273, followed by those o. the ,.rovince of
Saskatchewan at $24,800,344. and Ontario with 20,836,171. The
Co-operative societies of t.e province of QJuebec did a total
business of ¢151,441,666. for the same year.

Table 6 page 113 groups all the marketing and processiny
Co-operative societies by proviices for the year 1955.

We find the greatest nu.iber of places of business at 1182,



TABLE 6

T uerdKBTING aND FROCKSSING CO-OPERATIVE SOCIETIES IN CANADA

GROUPLD BY PROVINCES FOR THE YEAR 193%.

Number Number of Number Total of
rrovince of places of of all
associations business Shareholders business done
Prince Edward -
Island 14 103 8,988 1,283,504
Nova Scotia 37 68 4,324 1,616,839
New Brunswick 13 84 3,070 415,916
115 (1) 115 14,602 6,071,394
Ontario 72 72 27,587 9,485,676
lanitoba 11 211 42,509 8,937,333
Saskatchewan 27 1,182 114,019 50,628,002
Alberta 19 466 56,722 27,508,751
British
columbia 65 65 9,347 7,524,597
2
provincial 1 491 35,267 17,025,987
380 2,869 316,435 150,748,054

(1) Includes the agricultural purchasing societies.

-¢1T-
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Chart 8

NUMBER OF SHAREHOLDERE OF THE MARKETING AND PROCESSING

CO-OPERATIVE SOCIETIES IN CANADA IN 1933
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Chart 9

TOTAL BUSINESS DONE BY THE AGRICULTURAL MARKETING

AND PROCESSING SOCIETIES IN CANADA IN 19325
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the greatest number of members at 114,019 and the largest volume
of business done at #50,628,002, in the province of 3askatchewan.
Of the total number of 1182 establishments, 1070 are operated
by grain and seed associations. Of the number of 114,019
shareholders of the marketii: societies in Saskatchewan, 85,476
are of grain and seed societies and of the total of ,50,628,002,
$47,710,506. is handled by the same group (not shown in table).

The province of alberta is second to 3askatchewan with 466 places
of business, 56,722 members and ~ith a total business of ,27,508,251.
In Alberta also, the grain and seed co-operatives contritute the
greater part of the developument as it includes 44,238 of the total
membership and 25,094,391 of the total volume of business done, (not
shown in lable 6).

We find the smallest number of shareholders at 3,070 in New
Brunswick and likewise the smallest volume of business rt 415,916
for 19:3., Ihe interprovincial group is comprised of trose associ-
ations whose membership belongs to more then one province. In 1933
there were seven in number. In 1938 the number dropped to six. In
193% the names were the following: The United Dairymen Co-operatives,
the United Grain GUrowers Limited, the Janadian Livestock Co-operative
Limited, the Canadian Livestock Co-operative (Western) Limited,
the Canadian Livest.ck Co-operative (Maritimes), The Canadian Poultry
Pool Limited, and the Janadian Co-operative .Jool Growers Limited.

In Table 7 the number of marketing and processing co-
operative associations is given by provinces and by commodity
for 1955. quebec hsd the greatest number o associations with

140 and Ontario was a close second with 139 societies. Together



TABLE 17 AGRICULTURAL CO~-QPERATIVE MARKETING AND PROCESSING ASSOCIATIOINS.
In 1935 by provinces and by commodity.

Total Fruit Grain Live
Frovince number of Dairy and and Poultry Mise.
associations vegetables seeds Stock
Alberta 41 9 - 4 23 2 3
British Columbia 70 12 53 1 2 1 1
Manitoba 11 5 1 2 2 1 -
New Brunswick 33 13 1 - 18 1 -
Nova Scotia 93 5 50 - 34 1 3
Ontario 139 50 33 11 29 7 9
Prirllgiai‘gward 19 14 1 A1 1 1 1
Quebec 140 58 25 17 11 18 11
Saskatchewan 12 3 - 3 5 1 -
TOTAL 558 169 164 39 125 33 28

Source of information: Directory of Jo-operative uassociations 1936, published by Department

of agriculture, Ottawa, Bconomic Division.

-LTT-






-118-

Chart 10

TgErNUMBFR OF AGRICULTURAL CO-OPERATIVE MARKETING

AND PROCESSING ASSOCIATIONS IN CANADA IN 1955
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their total number of producers'! assoc.ations mske up exactly
50 per cent oT the total for all provinces.

The three most important commodity groups are tle dairy
co-ogeratives with 169 associations, the fruit and vegetable
societies with 164, and the livestock co-operative or anizations
with 125.

Of the total number of 169 dairy co-operatives, 58 were
in the province of guebec and 5J were in Ontario. Of the total
164 fruit and vegetable soclieties, 53 were in British Jolumbia,
and 50 in Nova Scotia.
Fishermen's societies;—- Apart from the agricultural producers' societies
Canada has a few fishermen's produce.s' associations. usxact figures
are hard to obtain on the exact number of these associations., lHowever,
tre following facts compiled from available figures may give us an idea
‘of their distribution by provinces. The figures are not numerous
enough to permit us to form a table. 1In 1936, in British Columbia,
there were two fishermens'! associations with a total wmembership of
348. The same year there wa-. one society in snlberta v ith 20 members,
one in .Jew Brunswick with 700 members. [his lest society has its
headquarters at Shippegan N.B. In 1935 also, the:e were 12 fisher-
men's marketing and processing associstions in all of Canada.

Consumers! Co-operatives in canada. Consumers' co-operation in Canada

has developed very slowly and is still below the avera,e o many other
countries. The consumers' co-operatives we do 'ind in Jeanada are mostly
agricultural., lhe difficulty then arises in clus-if in the a.ricul-
tural purchasin, societies. 3hould they be classed as con.i.ers'
societies as such or as purchasin,” associetions. The difficulty 1s
greatly increased by the fact tnat many of t.ese purchasin associa-
tions do not handle farm supplic=. alone tut lcal in lousehold com-
modities as well.

Table 8 contains therefore tue only available [igures on this
parti 3 - tian in o 8dé.



LABLE

CONSUMERS' CO-QPERATIVES IN CANaDA BY PROVINCES INCLUDING

AGRICULTURAL PURCHASING ASSOCIATIONS AS AT 1935.

Agricultural purchasing

Non-agricultural consumers'

rrovince TOTAL
. and consumers associations co-operative Associations.
British Col. 24 2 26
Alberta 40 - 40
Saskatchewan 238 - 238
Manitoba 49 4 55
Ontario 90 32 122
Quebec 28 - 28
New Brunswick 12 - 12
HNova 3cotia 33 11 44
Prince Edward - - -

Island
TOTaL: 514 49 563

-0c1-






-121-

Chart 11

QONSUMERS' CO-OPERATIVES IN CANADA BY
?ROVINCES INCLUDING AGRICULIURAL

PURCHASING ASSOCIATIONS as at 1955
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As may be seen from t..e precediny table Canada can not boast of
her consumers' co-operative development especially that organized
by urban populations. In 1935, of all Janada, the province of
Ontario had the greatest number o. non-agricu'tural consumers'
societies with %2 to which belonged 5,938 members., Of Onterio's
large centers Hamilton had three consumers' societies in 193%5,
Toronto had 13, Ottawa had none. In 1940, Ottawa still had none.

However tre consumers'! societies tl.a2at exist in this country are
in many different kinds of business. We have co-operative groceries,
bakeries, dry cleaning establishments, restaurants, boarding houses,
coal, coke, wood and ice supplies.

In Table 2 of the chapter on co-operative development, we
may see that in 1937 there were 45 retail co-operative societies in
Canada affiliated with the Co-operative Union of Canada. The 45
societies had a membership of 16,364, a share and loan capital of
809,468. In 1937, the sales of these societies totaled 45,041, 328,
and the net profits 229,270. Although trese figures are concerned
only with the retail co-operative societies affiliated with the
Go-operative Union of Canada thereby excluding those societies
not affiliated with the organization, it is still greatly

representative of the counsumers'! movement in Canada.
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Credit Unionism.

Credit unionism has reached & high deqree of development
in some of the provinces of Canada. On June 30th 1938, there were
in the ,rovince of gquebec 399 credit unions with a total membership
of 80,351. In the province of Nova 3cotia, on September 20th 1938,
there were 143 credit unions with & total membership of 25,000 and
savings of over $700,000. The loans riade by the Hova 3cotia credit
unions between 19:3% and 1938 amounted to 41,750,000. tieople's
Banks have not reached any importaice in the other seven provinces
of Canada. (Table 3 page 59)

utual or co-operative insurance in Jcanada, especiall; th.t
organized oy tae farmers has advanced rapidly. In Table 9 may be
seen the state or farmers' mutual fire insurance in Cansda for 1953%.
The province of quebec rnas the _reatest number of companies with 243,
owing to the fact of 1t. mutuals being organized on s parish basis,
Ontario follows with 68 companies covering risks to the extent of
$545,522,076. and for tne same year net losses paid to the amount
of $1,506,306. In 1935, the 245 Quebec mutuals covered 35119,598,292.
of risk and paid losses of ;281,229. .he two Dominion companies,
carrying on business in ever; province of Canada except the .aritimes
had a net amount Jf insurance risk of 265,877,665. Durins the same
period it paid losses of ,661,74%.

It .s estimate® tiet sbout 854k of the total fire insurance
protection carried by all farwers of Ontario is mutual insurance.
In 1948 there were approximately 350 fire insurance mutuals vwith
8ssets of over $5,000,000. The net amouut of insursnce at risk
approached one million dollars in tie same sear,

Of the total number of telephones in <anada in 1933 approximately
62,000 or 5k of them are operated by rursl teléphone associations.

The total investment of these telep..one co-operatives amounted to

¢ 19,195,394, in 1938,
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PABLE 9  FARMERS' MUTUAL FIRE INSURANCE COMPsNIES IN CANADA 1935
Number of] Unassessed Net Total Net Net
Province premium {admitted amount 10s ses
companies note assets {lisbilitieg insurance | paid
residue o at risk | 1933
)
Prince kd. 1 111,855 21,9991 9,212,065 55,000
Island
Nova 4 132,112| 219,374 71,351 | 12,829,878] 24,231
Scotia
Quebec:
County 6 543,543 16,832 56,773 113,150,600 33,289
luniecip~ 55 45,044 50,2178 9,891 | 16,438,261 26,207
ality
Parish 182 4,289,770 138,497 101,040 | 90,009,451} 216,783
Ontario 68 12,995,785(2,070,258| 1,353,519 p45,522,07611,506, 306
Manitoba 1 7,55 2,224 - 148,975 -—-
Saskat- 4 503,556 397,390 187,271 | 37,478,439 100,786
chewan 3 ) 3 b ) b
Alberta 1 -—= 1,617 -—- 801,085 4,213
British %7 7 ————
Golumbia 1 113,313 54,209 15,104 14,759
L (25
Dominion 1,897,40412,184,288] 1,202,501 265,877,665 661,743
TOTALS: 325 20,328,092]5,246,822] 3,079,409 {939,468,495| 2,643, 317
(1) Includes unadsessed premjum note residue. ; |
(2) Conduct busiqess in all Frovinces except Marrtimes. '
| !
(3) Soudce of 1nformat10n Farmers' Business Orqanlzatlonb'ln
r ,
Candda 1955, published bj rederal{Depdrtment of ariculture,

Econmics Division.
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Co-operation in Ganada as compared to otlier countries,
Agricultural co-operation.-- It may be seen in ‘able 10 that i1n many

respects agricultural co-operation is not lag ing far ¢chind. In this
table agricultural co-opeiration includes the marketing, processing, and
purchasin,: societies. +he United States lead. in the total number of
members of agsricultural co-operative societies vith 5,660,000. s3ut this
gre.t number is only 6.8 per cent of the rural ;opulation of the United
States. In Denmark, the 590,853 co-operators in 1945 formed 29.6 of the
total rural population. JCanada's 366,885 members or farmers’ business
organizations are 7.6 per cent of the total rural population. Of the
agricultural countries this percentage is the next lovest to the United
States. TFrance with its percentage or 4.3 and ureat Sritain with 1.6
have the lowest of all but they are hi-hly industrialized countries

not to be compared with Canada. /e find the lowest percent ge of me.ibers
to the total number of occupied farms 1n France with 21.9 per cent,
followed by Great Britain with 25.9, Canada with 50.4 and the United
States with 58.2. Denmark has the highest percenta.e of members to

the total number of occupied farms with 286.9 per cent.

America with its lar._e farms and consequent greater volume of
business per far. reflect. this characteristic in its agricultural
co-operative business per member. In 19%5, the bu-iness per meaber
for farmers of the United 3tates wa. ;502,73, in Jenmark ;469.99
and in Canada $431.10. Howeve., Denmark leads by a lar_e marsin in

the business per occupied farm at $1,340.22 excecdin' 1ts nearest

rival the United states at 292.59 by over }1,000,00 per occupied farm

per year.
Consumers! co-operation

In Table 11 is given for 196, the nunler of consiuers' co-operative
Societies a.d the total membership of same with their totsl amouu’ of
business. rhe figures for 3oviet iAussis appesr in the teble a. - atter

°T curiosity and will not be considered in the analysi®. .e find the



TABLE 10 AGRICULTURAL CO-QPERATION LN CANADA, UNITED STATES AND VARIOUS EUROPEAN

W

COUNTRIES®IVMIN 1935. *

'

NATIONAL TOTALS AND AVERAGES

IMem.bership [ Total ‘ Total Member as 'Members as EusinesJBusiness Busin-
Country farmers! Rural Occupied| business per cent per cent of per |per capita}ess pe
co-operative|Population| Farms of of rural occupied member {rural occupi

societies co-operatives) population farmi . populgtion faEm

Czechoslovakia| 597,079 | 7,687,864 —o' 875744,823  7-8 RS 146796 11741 ’
Denmark 590,853 1,994,898| 205,971] 277,695,000 29.6 286.9 469.99| 139.20 },348.2
Finland 366,154 2,993,479 287,171 60,076,440 12,2 127.5 164.08 20.07 209.2

France 847,686 |[19,616,000}3966,330 -- 4,3 21.4 -— -- -
Great Britian 150,016 9,216,400} 579,706 54,119,154 1.6 25.9 560.76 5.87 93.3
Norway 204, 356 2,013,000 298, 360 36,083,466 10.2 68.5 176.57 17.92 120.9
Sweden 595,474 2,484,626 307,379 54,412,800 15.9 128.7 137.59 21.90 177.0

Switzerland 362,927 2,823,624 23%6,095 - 12.8 153.7 - - -
United States 3,660,000 [53%,820,223(6, %288,6'4@1,840,000,00 6.8 58.2 502.73% 24.19 292.5
Canada 566,835 4,792,135( 728,623 158,165,565 T+6 50.4 431,10 33.00 217.0

X Not including trade of centrsl federations.
Source of Information:

Report of Inguiry on Co-operation bnterprise in Europe 1937,

published in washington v.C.




( Refer to table 10 )

THE TOTAL RUgAL POPULATION AND THE TOTAL NUMBER OF MEMBERS QF
THE AGRICULIURAL CQ-OPERATIVES IN 1935
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Chart 13

TOTAL BUSINFSS Or THE AGRICULTURAL CO-OPERATIVES

OF SEVEN COUNTRIES OF THE WORLD IN 1935
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IABLE: 1l. CONSUMERS!' CO-0QPERATIVE SO0CIETIES IN [lis MAIN
COUNTRIES QF [HE WORLD IN 1936. (i)

Number of Total Total of

Country societies Membership Business
1,000's millious

Argentina 14 27. 0.3
Adstralia 15 25, 2.5
Austria 91 264- 22.
Belgium 90 468. 40.
Bulgsaria 58 64. 4.4
Canada 122 16. 3.5
Czechoslavakia 769 816. 71.
Denmark 1,394 392, 68.
Bstonia 180 35, 6.6
Finland 110 258. 28.
France 1,145 1,595. 178.
Germany 1,134 3,212. 264.
Great Britain 1,046 7,045, 1,049,
Hungary 1,527 595. 20.
Iceland 1 0.1 0.05
India 24 2. J.1
Italy 3,465 775 106.
Japan 552 30.
Lettonia 204 27. 5.4
Norway 502 130. »1.
New Zealand 13 2. J.06
Palestine 34 3. 0.8
Low countries 261 255, 38.
Poland 1,514 321. 27.
Portugal 19 1). 0.3
Rumania 375% 74. 1.9
Spain 343 85. 19.5
Sweden 743 551. 100.
Switzerland 594 403, 96.
U.3.3.R. 45,764 72,020, 18,716.
United States 1,209 454, 1z.
Uruguay 1 6.
Yougoslavia 106 88. 6.3
TOTAL: 63,526 90,045 20,910

(1) Only those societies affiliated with

included in this table.

a central organization are
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Chart 14

MEMBFERS OF CONSUMERS' CO-OPERATIVES IN THE MAIN

COUNTRIES OF THE WORLD IN 1936
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greatest number of societies in Italy with 3,465, tollowcd by

Denmerk with 1,894 and Hungary with 1,527 consumers' co-operstives.
Canada has 122 and the United States 1209 such societies. as to be
expected Grect Britain is ahead of all other countries in the total
membership at 7,045,000 and in the yearly voluwe of busiiess at
1,049,000,000. Germeny is second with 3,212,000 members of consumers'
societies doins a total yearly business in 1936 of 264,000,000.

The 122 consumers' societies in Canada in 1936 with their m-mber-

ships of 16,000 did a business of $3,500,000 for the year.

SUMMARY OF IHE cO—-0QPRRATIVi MOVEmwuNL THROUGHOUTL THZ LWORLD.

In fable 12 i.. given a summary of co-operative development
in the world. In this case the fizures for Soviet Russia are not
included. The following may be considered as the outstanding
features of the table. There were in the world in 1936, 151,233
rural credit societies and 8,465 urban., For the same period there
were 56,769 agricultural mutuals in the world. During 1936 the
wholesale co-operatives did & total business of §13,006,000,000.
and had an invested capital of $1,982,000,000. The fishermen of
the world united to form 2,398 societies with a membership of
193,000 doing an annual business of $233,000,000. There were
likewise 62,761 co-operative housing societies with 14,350,000

participants doing a business of §2%0,000,000. yearly.



L LTABLE 12 ''HE CO-QPERATIVE MOVEMENT I[HROUGH THE WORLD (1)
B — - Number of | Membership| amount of | Paid in | Subscribed
socleties business capital capital
Central organizations 1000's millions millions mil;ions
, ¥
Vholesale co-o,. stores 155006 1,982
Jpecialized rederated Societies 22 2
Jentral agricultural Societies general 935 28
’entral agricultural Societies specialized 764 20
Jccupational Group Central Societies 544 20
sonsumers' co-operative credit unions (Burope) 5,012 5
igricultural credit unions (world) 38,039 63
Jther co-operative Banks (Asia & Zurope) 9,758 17
lural credit centrel societies (world) 15,690 90
Jrban credit centrsl co-operctive societies(Burope|) 8,243 7
Jentral rural .utuals 4 8380
sutuals 82.4 3,201.8
locals
Jonsumers' co-operatives 63,006 90,045 20,910
iousin. co-operatives 62,761 14, 350 230
Jecupational groao> soclcties:
urban credit unions 8,465 %, %40 2.5
small shop owners 17,0953 1,612 6,425
Workers'! producers' co-operatives 2,593 193 145
Fishermen's societies 2,258 294 233
Utliers | 1,492 255 660.5
agricultur: 1l urouap: o
.ural credit unious 151,253 15,312 141
vo-operetive dairies 22,034 | 2,756 942
ueueral a-ricultursl co-operatives 26,004 | 3,055 47% -
Vine grouwers' co-operatives 750 70 9
so-operative wmlectric rsover rlants 7,101 475 10
JOthers 280,638 22,382 731
Agricultural wutuals 56,169 1,782 4

L (i) Includes only the co-operative societies affiliated with a central organization.

-2¢1-
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Chart 15

MEMBEREHIP OF THE DIFFERENT TYPES OF CO-OPERATIVES
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CHAPTER X

THE CONFLICT OF PRODUCERS' aND CONSUMERS'! CO-OPERATIVES,

Without a doubt the ideal form of co-operation and the
one which can ‘enefit all members of society by being able
to admit eyeryone within its fold, is consumer's co-operation.
As before said, we are all consumers from the babe in the .
erib to the nonagenarian. But we are not all producers,
Producers! co-operation therefore by its ver; definition and
essence benefits, at least directly, only one class or group
i.e. the producers. Je are therefore in the face of a problen,
a difficulty which.is often brought forward by those who oppose
co-operation. How are we to reconcile the two kinds of co-
operation if both are to exist side by side and both to be
developed as far as possible.

Producers' co-operation should be organized only for
those groups of small scale producers such as farmers,
gardemers and fishermen. These industries have t_.e following
characteristics in common. They are small scale businesses
of specialized production very liable to irregularities
of production and sale whose products can not be multi-

Plied at will. Fred Clark in his book "Principles of
Marketing” speaking of the size of the agricultural
industry says: (1) Agriculture, in contrast with

a prevailing tendency in manufacture, is a small

scale industry; and unlike manufacture it is carried

(1) Page 36.
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on by scattered producers located far from the great body
of consumers. Thus, the main output of textiles in this
country is confined to a relatively sm:11 number of fact-
ories located in the midst of dense populetions, or in
close proximity thereto, but the cotton and wool used in the
manufacture of textiles are obtained from thousands of
plantations, farms and ranches in the United States and in
foreign countries. and in the manufacture of flour, there
are dozens; perhaps hundreds, of farms growing wheat to each
mill grinding it into flour."

The same may be said of the fishing industry. It is
true that there are some fishermen who own many ships and
have much capital compared to others. However a monopoly
on a national scale of tne fish production is impossible
as it is for the farmers. It follows, then, that both
industries will always be composed of thousands of scattered
producers who stand unprotected against the marketing agencies
of their products. Too long and too often have the
fishermen been obliged to take the price offered them, even
if it did not even cover the costs of production. Farmers
have time and time again been forced to accept:prices that they
did not even cover their operating expenses. Why you may
ask? For the very reason that they are small-sized businesses
that have to desl individually with the middleman. With-
out union or co-operation among them it .s easy for the
powerful middleman to bring them to his terms since he deals
with them one by one. By co-operation, the farmers can force

the middleman to meet their terms or what is better still
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they can eliminete him completly by selling directly to the con-
sumers or to their own organized wholesale. We must conclude
that co-operation among them by which their produce would be
assembled and merketed co-operatively is their only means of
protection and of warranting them & reasonable price for their
goods., In foet, farmers and fishermen stand as weak towards

the middleman as -consumers do towards the retailer. Co-opera-
tive organization of their re~.ective groups to defend their

own rights is tﬁeir only assuxX.ance of economic justice.

As a general rule however, there should be no overlapping
nor intrusion of the one group into the affairs of the othLer.
The consumers should be the owners and operators of producers"
co-operatives in the industrial field such as bakeries, soap
manufacture, and similar industries, The farmers ss a matter
of principle should own and operate the co-operatives producing
or marketing agricultural products from which the consumers
societies should buy. For example it is really up to the
consumer to operate a co-operative dairy or creamery as it is
for the farmers to organize a co-operative buying club for tie
purchase of twine. 4de find notable exceptions to this rule.
Most dairy co-operatives in America and elsewhere are owned and
operated by the farmers instead of by the consumers. Although
as a matter of principle the above situation is not normal
such an arrangement has ordinarily benefited both farmers
and consumers alike. Co-operative dairies can undersell
individually owned dairies thus giving the consumer .more for
his money and at the same time award the faruer a better price

than the ordinary firm would give him for his milk or cream.



..137_

In Denmark from 85% to 90} of the totel butter production
gomes from producers! co-operatives owned hy the farumers

and no one can deny the marvellous effects it has been upon
Danish agriculture in general. 1In the United States there
are a few notable consumer owned deiries, the most remark-
able of which is the "Franklin Co-operative Creamery Asso-
eiation™ with & total menbership of 5,000 consumers doin. an

annual business of over $3,000,000.

In the case where co.usumers!'! and producers' co-operatives
are two, well developed and defined groups and are dealing with
each other as they should, a committee of elected members f£rom
baoth bodies should be formed. This committee would then decide
at which price goods would be sold, for justice to he done to

both sides.

Attempts to combine both producers and consumers as such,
within the same co-operative organization has always failed.
European countries have abandoned this method years ago.

We still find in Canada an organization which attempts to
periorm both functions of buying and selling. This is the
"Co-operative Fédérée du Juébec". However there is a growing
reaction against this type of co-operative. Gérard Filion,

secretary of the U.C.C. says:
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"La co-opération générale d'achat et de vente, comme on
la pratique couramment chez nous, est un anachronisme. In
Rurope on la considére comme une relique du passé. I'effet
des vingt-cing derniéres années a tendu constamment vers la
eréation des co-opératives centrales specielisées dans le mise
sur le marché de tel produit ou de tel groupe de produits,
G'est la seule formule qui prévaut & l'heure présente en

Danemark, en allemagne, en Hollande, en France et en Italie." (1)

However it is possible to join both consumers and
producers into the same co-operative society as lon: as the
basis of their admission rests upon the fact of their being
both consumers'! groups. Thousands of rural credit unions,
co-operative stores and 0il and gasoline societies have both
farmers and non-farmers as shareholders. And it works

remarkably well because both groups have a common purpose or aim in

view as consumers.

(1) L'Actualité Economique, October 1937 page 433.
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CHAPTER (I

WHY CO-OPERATIVES FAIL.

The percentage of co-operative failures in most countries is not
higher than that of the capitalistic enterprises, However all the
co-operatives that have failed on the past and those who will not
succeed in the future will result from the following errors.,

}, Intrinsic Causes:

A.-- Bducational and social causes.

(1) We must not start a co-operative without sufficient co-operators.
The members may be numerous but those who are really familiar with
the basic principles of co-operation may be few. We find many of
such societies where state help and grants are excessive, Very
often enthusiam rather than knowledge and convictions result in
the formation of a co-operative. It is the opposite that should be.

(2) Once an educational program has been begun, it must be continued,
for as old members drop out, there must be new ones to replace them.
Moreover there is always a tendency to become disloyal to the societ:
after the initial enthusiasm has worn off. 1o allot nothing for
education is to risk the loss of existing members and to lose the
support of new members., Lesaflets, periodical and papers are
published regularly by wmany co-ops,

(3) Some co-operatives fail because they neglect the social and
cultural side of the movement. ZFriendly relations must be kept
alive by recreational activities such as music, drama and art.
Reading rooms and libraries are very useful.

(4) The failure to admit women me.bers or to appreciate the help
they can bring may doom a co-operative. Women are great buyers.

Economists have estimated that 75 cents of every dollar spent in

America is either disbursed by women or decided upon by their : -~
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influence., Women's guilds should be organized. [his rule naturally
applies more to consumers' co-operatives and credit unions than to

producers! societies.

B. -- Errors in Financial Policies.

(1) Starting with too little capital and more particularly with
too little cash capital is a great disadvantage. The capital
required varies with the enterprise to be organized. Credit
societies ant1 buying clubs may be started with s few dollars
but most co-operatives require more. [Ihe first slochdale
Svciety started with $140. The first credit union in America
at Lévis, Québec began operations witn $26.40.

(2] The granting of credit too liberatly or in the case young
eo-operatives the doing of wne business on a credit basis has caused
many failures. It is the omission of one o. the secondary principles
of co-operation. 7The co-operative stores organired by Dr. King
in England feiled one by one, principally, because they did business
on a credit basis. Of the four hundred Unions shops founded by
him only a few survived,

(3) The purchasing o. credit by the co-op itself. Credit is a
necessary and indispensable service of modern business but its
abuses soon develop bad habits in the recipients. Co-ops are
no exception,

(4) The use of a poor accounting system has jeopardized the ad-
vancement of many co-ops. Bookkeeping records are the bcrometer of
business activity. How accurately this activity may be
measured depends on the efficiency of the accounting
system. The system of accountancy should naturally vary
with the size and progress of the co-operative. The aim should

always be to have a bookkeeping method which gives a complete

account of the financial condition of the society. 1These records
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become a tool of management which can be used in the proper
administration of the business.,

(5) The possession of a _ood accounting system is not enough.
Bookkeeping records mu-t be audited by competent men at least once a
year. [The fesilure to have the recocrds audited regularly often
results in thefts, embezzlements etc., Apsrt from the auditing that
may be performed by the regular sccountants of the co-operative,
the annual sudit should be in the care of an outside accounting
office.

(k) Patronage dividends should not be declared before a reasonable
reserve has been set aside for contingencies. uMany co-ops are
over esger to declare this savings return.

(7) Price cutting is usually bad technique for co-operatives to
adopt. As mentioned before, Swedish co-operatives are exceptions
and reaso.as have been siven why in the case of Sweden results have
been different. TIhe consequences of price cutting are numerous.

It leaves 1little or no capital for the reserve and surplus funds,
patronage dividends are paid with much more difficulty and very
little .s left for education or recreational development. It
gives the store a name and an atmosphere of cheapness and finally
it results in price wars by arousing competitive enterprises to
cut-throat practices.

C. -- Causes springing from the management, general business
operations or orgenization of the society.‘

(1) Co-operatives should bte established in aeppropriate locations.
Consumers'! co-ops and credit unions in the neichbourhood of those who
are members of the society. Producers! societies should be
established near a railroad if it is a very large enterprise.
Smaller ones do most of their shipping by truck. Proximitry of a

8004 highway; becomes bhe important factor in this case.
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(2) A few persons should not be permitted to organize ¢ :o0-operative
and then gain control. This may not always result in the failure
of the organization but it always results in the failure ot the
society as a co-operative. dJe should never forget the basic
principle, democratic control. One good way to keep the control well
distributed is to limit the number of shares one may hold in the
society.

(3) Managers should provide and directors should insist upon a
monthly business statement of the affairs of the association.
Balance sheets and profit and loss statements are indispensable
hgt are usually presented only once or twice a year. usembers
should be acquainted monthly, with affairs of the society as they
are being dealt with. Detailed balance sheets and profit and
loss statements do not have to be prepared twelve times a year
as these require a closing of the books. accountants have
discovered the ingenious working sheet method which can easily
give all the information required,

(4) In the case o1 a consumers' society the technique of handling
cheap material or the giving of poor service always works towards
the ruin of the co-operative., To compete successfully against the
modern capitalistic firms, we must not begin by selling an
inferior co.umodit, or by giving inferior service.

(5) Managers of co-operatives must be as competent if not more so
than those of competing firms. The difficulty of getting a good
manager at a reasonable salary hsas handicapped many societies.

The difficulty has always bcen that it was possible to get the right
man at the wrong sslary or the wrong manager at the right salary.

(6) Co-operative sto.es must be kept clean and attractive.

Most people assume and rightly so that the goods are as good and

the service as efficient as the appearance Of the store itself. Ilhey
eonclude that in a shabby store are found only shabby goods.
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As a matter of fact it is illogical to place first quality goods
on second rate shelves and window displays.

(7) For many reasons retail co-ops must affiliaste with the central
wholesale co-operative if there is one in order to get the
benefits of co-operative wholesaling and later the benefits of
co-operative manufecturing which are possible if there exists a
cantral wholesale society and several retail units.

(8) Permitting the manager to re.lace the directors or the latter to
do the managing of the society is bad practice. Both have, thus,
respective jobs to perform., <There must be no overlapping or
interfering by the one into the affairs of the other.

(9) The co-operative movement must expand to lime. Co-ops must not
be satisfied to stand still or ju:t "keep going". They must always
seize the opporfunity of srowing wherever it presents itself., After
a co-operative retail or a producers' society has been formed it
should be followed by a credit union, a wholesale co-operative
society, health service etc. It is interesting to note the
difference .n the growth and formation of co-operative socleties.
In the province of Quebec credit unions came first and because
widespread long before agricultural or consumer's soclieties were
formed. In Nova 3Scotie the opposite took palace, producers!
societies both agricultural azd of fishermen were organi-ed before
credit unions began to grow in size and in nuwmber.

II.-- Extrinsic causes,

$1) Price cutting by competing firms has caused the failure of
many societies. These firms for the most part did not reduce their
prices with the motive of giving the consumer more for his money or
render a service to society. They unquestionably adopted the
practice in order to put the co-operatives out of business

and once the latter were out of the way, the capitalistic
firms returned to their former high prices.
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{(2) It is disastrous 'to permit large groups to become members having
the sole aim of breaking up the society. TIhe open door practice
must always be in operation but care must be taken to admit only
members who are known to be honest and of good intention towards
the association.

(3) A great evil are the insidious whispering campaigns based on
deliberate truths or half-truths organized for the purpose of
injuring the society, by individuals having an interest in doing so.

(4) Many wholesalérs:zhave refused to sell to the co-operative
rétail societies., Similarly, time an again producers have
declined to deal with the co-operative wholesales. Co-operatives
the world over have had this obstacle to overcome. Fred Clark
speaking of the weaknesses of American co-operative notes,

"The refusal of wholesale houses to sell the co-operstives
has been another source of weakness, as much as american
Co-operation has commonly gone no further than the organization
of retail stores, dependent upon the usual channels for their
products, they could not possitly expect to do more than save
the net profit of the retailer, and possibly some of his costs
for demand creation and for such services as the co-operators

are willing to perform for themselves., In the case of small

stores tuese savings and these profits are usually minor not
large enough to appeal to the average american as worth while,

¥ith wholesales refusing to sell or discriminating against

them, even this saving has often dissappeared.” (1)

(1) "Principles of Marketing" by Fred Clark, Ph.D. pages 324-325,
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III--- Causes which have retarded the co-operative movement in general.

(1)

(2)

The ignorance of the iass of the people of the possibilities of
co-operation as a means of social and economic reconstruction is
one important cause. Bookstores whose shelves are covered with
books on communism, fascism, or socialism and all the other false
doctrines, have few or no books on co-operation. The reason given
is that little or no demanq is made for such literature. There
are of course fewer books and periodicals written about co-operation
than about communism or &ll! the other isms. This state of affairs
flows from the first fact, that there is ignorance and therefore
lack of interest by the many in co-operation. Unfortunately a
great many people are busying themselves studying what is wrong
with the other systems and seem to overlook the existence of a
new economic order founded on the principle of Christianity itself.

The lack of a central educational body concerned with the
spread of the co-operative education over a whole country has made
itself felt. Small scattered centers without the opportunities of
setting a national co-operative movemenﬁiafoot, will only realize
scattered areas of co-operative developme;t. Both Canada and the
United States are greatly defficient in this regard. This central
organization would be an independent institution, with no political
affiliations and operating with the least government help possible.
It would furnish no funds. It would be the intellectual center
of the national movement. Complete courses as well as short
ecauses in co-operative methods would be given. Books and
periodicals would be furnished upon request. Co-operative
experts and technicians would be always available. Talks

and lectures would be organized.
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(3) There has been in the world in genersl a lack of co-operative
spirit, this Christian principle of brotherly love so strongly
advocated by Pisu XI in Quadregesimo Anno. The long period of
economic liberalism during which state intervention in the
economic sphere was minimized, helped to bring about the present
condition of rugged individualism,

(4) A factor which hés stood in the way of the growth of co-operation
as a national movement on this continent is the lack of community
of spirit which exists owing to the conglomerate of races, which
compose the American and Canadian nations. Nothing would be
gained by denring it. A mixture of different races such as we
have is not conducive to co-operative organization. In the United
States the Finns, Danes and Swedes principally, have been the
pioneers of the movement in that country. In Canada, the 3Scots
in Nova Scotia and the French Canadians of Quebec have pioneered
the movement in their respective provinces.

(5) The fact of America being a new continent has in two ways
retarded the co-operative movement. Both Canada and the United
States have abundant natural resources. For many years
employment at hizh wages was easy to obtain in these two
countries., The American laborer's standard of living is the
highest in the world. Apart from other things such prosperity
developed in our people a spirit of get-rich-quick. We are not
interested in small savings, we want large dividends or nothing.
We think in terms of thousands of dollars instead of cents. We
are pound wise and penny foolish. It is an undeviable fact
that Europeans generally have the spirit of small savings.
Statistics prove that a greater proportion of Europeans have

Savings accounts than Americans have,
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The second result of America being a new continent is
the fact the people are not established as they sre in the old
countries. There has been a great deal of emigration from the
country districts into the urban centers and also from the

Rast to the West. This instability of residence has certainly

contributed to our co-operative backwardness.
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