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CHAPTER 1 '

The Europeen Antecedent of Oredit Unions

A oredit union 45 “an essocietion, united by some common
bond oy & community of 1nﬁereat,‘aa1na& together 4in a co~opurative
endeavenr for the feollowing purposes _

‘1. To encourage thrzg% by ﬁraisiias e safe oconvenient; snd
aﬁtraet&%a madium for the investment of the sevings of 1tas
menbeors. o

2. To promote industiry, eoliminsete usury end incresse the
purchasing pover of 1te members by enadbliing them to borrow far
praéuetiva end other beneficial purposes st a ressonsble cost,

3. ﬁﬁrtraia 148 members ﬁﬁ business methods and self.
government and bhring them to & full reslizstion of the velue of
cawaruratien”.§} '

Yo ssaume, then, that a oredit nniane)iﬁ essontially »
"gowoperative® society. As s baokground for our study, we must
know #emsthtag of the so-operative movement. The fivet 44fficnlty
to cveraaﬂc,‘ana 1% 18 truly e 4ifficutly, 48 to disgover an
adoquate definition of » “oomcperative” enterprise., Most authori.
tiss ay¢ intereated only in speoific aspects of co-operstion and
thersfore offer only specifio agfiaxﬁian:, based on prina&pléa
vhioh they believe to be necessary oriteris to sny given 606
operative, In other words, inductive reasoning is employed.

'@horafare, it may be 4ifficult to clsesify en orgenigzetion as

1. Arthur B, Hem - People's Benks - page 8

2. The terms oredit union, co-operative oredit mociety, end co-
eperative bank, are used interchangebly. BSome anthors prefer
to restrict the latter term to commerciel banks whioh meke use
of the principles of co-operstion, and wee the former term to
roefor to institutions spplying oo-operetive principles to the
fi9ld of thrift and emell oredit,
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oo-~operstive from the egonomic point of vi(i, although 1t is
1§sqlly recognired ss such, On the other hend, sitriot adherence
%o given principles may make a# enterprise co-operative, dut it
a§y not b§ legally rucogn1:§§ as euch. In the light of this, en
nodoytsa definition must be feirly drosd. |

Ve will define co-operatives, then, as "sssocistions with
soonomic aims, formed by, and freely open to persons having needs %
in common, who have an equel voics in its menagement, meke
apyrmxiu:toiy eguel ocair:bu%taas to 1te capiteal and business,
end derive proportionsl services snd baanf&tn.“S)
Assooistion is the oldeast form of érganizstion for economic
action, prgee&ing even politicel orgenizetion of a given group
af rece. The corporation, cﬂﬁld riaa end exist only after two
pre-requisiten vaﬁa gr&snnt;- Firet, ocepiltal hed to boe sooumuletsl
and individusls hed to poreess monetery surpluses whioch they
vere willing to onbiuut to enterprises over vhich they had no
oontrol. Beocondly, coneumers independent from producers vere
required, with sufficient purchssing powsr to werrsnt the existenoce
of the latter olass. |
Ae the development of trunsgortntiou fecilities spurred on
trede end commerse, and &8 invention and discovery led to industri-
el and mercantile sdvancexont, the demand fef capital grev greaten
The cargoiahiea became the 4domineting factor in business 1ife.
Politios]l eoconomists, streseing the importance of wealth, sdvocatd
corporative expansion, Under this influence, Europesn govern.
ments viewed oorporations as poverful veapons in internstionsl

supremscy, snd therefors encoureged than’by 1osi01atian'that~

would ensure thelr growth., Sherss vere s0ld a8t @ par value that

3) HMergeret bzsby'~ Horaee Plunkett Poundation, London
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weg in resoh of the smellexy investors. In this way surplus

vealth wee tapped and directed ints productive chapnelu.

The rise &nd expansion of incorporsted business brought
dvmstio yead justments to social snd economio eonditions, “Reform”
vas the word upon the lips of meny who teiﬁaa.gratiat ageinet
& politically entrenched syotem which considered only the scoumunlaw
tion of wealth, and peglected the 1n¢qugl$tiea of 4ts distirbution.
A nevw sochool of economists arose ¢ defend the  vighte of property.
Tropian plannerse attempted to sever sooiety fyom the eagsﬁgxzstxﬁ'
systen. Fracticel yeforuers sttenplted %o repsir tka_asatta fron
within by wreaking up the intiuste velation betwesn goverament and
vested private interess., In thie way they hoped t# nbholisk annaga;x?
and apeainl privilege snd o essnure equaliity and Justioe either by ’
grenting freedom of notion under the lav to all oy by placing all
anainin& 1n the hands of the governwment. Fron these theories of
voforin aprang two apposing novements, aéuﬁig, socinllien and vo-

operstion,

Wheress the cuvrporation syome smong the aanparnﬁivalyiv#althy,
so~oporation srove among the pour. It 1is unot surprising thet 1%
found 1ts hirthplece 1in Englend. Aumong its pioneers vare Robert .
Owaen snd Pr. ¥illism King. Both knew of the Torce of smssasd
vealth in sttaining success in a co-operative venture. Owen, who
Aevised the principle of limited yeturn on invested capitel, in-
vested philanthropically huge sums in co-operative expefiments
vhich subsequently failed. Dr. King desed the pover of wealtih ia

the amall savinga of meny, vhich, trested sa & vhole, constituted
8 sizeable asount. "Qo-operdion Hﬂﬂnlg.litﬁfﬂilfg *working to-
gether' . Unilon is strength 1n ell omees end without exoeption.,

Whet is poesible for » fev, ia snsy for many,
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But before many oan vork, they must Join kand in hend; for thﬂ#
must knov their objeot, end feel ¢ common intersst and a common
Yie.....1T% 18 ocaptisl we vwant...Union and saving will scoumulate
1t, We must form ourselves into a soaimty.fer~t§£o especinl
purpose;: ve nust form # fund by weekly depouiﬁa!b It 18 true
thet Dr. King 444 not have co-operative oredlit in mind in the
ebove. HRowever, he 4id propess go~operative {insncoing, a system

thet is the basis of co-operstive oredlt,

_ On this basis, about 300 co-operative Bocleties wers founded
in Englend before 1830. Although they ﬁa& beoome non-existent
by the middle of the nineteenth sentury, they ﬁrﬁéiacd the in-
spiration for futures so-uperative enéinveurg It was indewsd the
followers of Robert Owen and Dr. Ring thet inititutaa on Qotober vé

Rhth, 18hk, the Rochdele Boaiety of Equitahle Pinnesrs, s soolety

vhioh formuleated & code of géinalplsa that ovon today 18 sccepted

&3 the guiding rule for aanepsra%iva'antargriﬁé. . o

Co-operation segured its roots on the Continent in the form _
of oredit sosletien. Like the sonsumer's oco-operstives of Englend,
it wes fortilized by the Tnduetrisl Revslution, the Napolsonic

Wers, and the genersl unsettled political and economio conditions

of the day. Urban workers and rurel peasants ai&ke, caught in the
soourge of famine and plague thet was sweeping Europe, vere sharing
ah& bitter fruit of poverty ~-- a8 fruilt within whioh lay the seeds |
of oo-operstive benking. PFemine, whiok vae the outoome of e
drought which lasted from 1846 to 1848, was ellevieted by the
wealthy. Foremost smong the «rgsnisere 6f‘%hlﬁ vork in Germeny

were Hoxmen Sohulze-Delitsech end Frederiok Reiffeisen, both of

vhom subeequently took up lesdership in the formstion of co-

¥) The Co-operstor, No. 1, June 1, 1828,
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operative oredit societies,

Echulge-Delitusch was the firet to reelise the limitations
to the usefulness of slme. Aware of the history aka the teoehin#s
of so~-opsretion, he made & study of the existing ¢o-operative
sunpoiatione, erpecimily those in ¥ranoe snd Englend. In sddition
he studled the Boottish methods of banking. Aa'Bf. Eing in
Egslana, 6o aleo 414 Bebulge-Delitsech rééliza that thu firat
negedelity of & co-operative entcrprise wee the nvaiiuﬁi;ity of
‘capigaxn Thorefeore, ¢ concluded thet the besic organizetion
should be » credit assosistion finsnced by the nembers’ thrift
eé sevinge or by capitel borrovwed on thely aalloeﬁiva‘liakili§:.
Only efter this wee done sould co-operetion be ngpliua to other

forue of business .

The sﬁhuiseﬁaeiitsaah'araﬁit associatione were &dyytvg to the
urban mevcentile end zaéusﬁéial middle clesses who had their own
eatablishments. That 418 to say, his socletiss were ones of small
producexs. Heo snvoursged workingmen to Join, only 1f they wished
to seve or obtain loans in order to koéose producers on thelr own
sooount. Although they vers net tetally exsluded, his ri; not &
society for the poor,  He sdmitted only those of "regular, sober
and industrious hﬁkaﬁs" ard with sufficient capitel to prove

them worthy applicants.

When these sooieties bLecame fully developed, they vere doing
striotly a benking business, sccephing dépa&itk, offering oredls,
carrying on & brokerage dusiness in sesourities for 1ts memders,
and soting s a2 oollection sgency. Their rapid growth is somevhat

ssbonnding. Seven yesrs afior Incepilon, there were 183 "people's
banks" with nearl? 19,000 nemders, 'In 1883, the yeay of Hermen
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Sohulge~Delitssoh’s desth, there were no iess than 1210 of his
socleties with 466,575 mombers in Germeny, snd hundreds of others
of i purs or modified form of hie type in other Xuropean
eauntrsos.s}

'd

Turning nov to Frederisck ?ciSféiaea, the other leadesr of the
iee~apor¢tive credit movement 1n Germany, we find thet he epproached
the problem of orgenigation from & purely humsniterian point of

view, Confining hies work to the egrioultursl cleeses, he resorted,

st firet, to the ues of charity, without sny notion of co-operation,

sud founded his first cheritable svciety st Flammersfeld, in
December, 1849. Discovering that slme produced no lesting benefi-
¢lal offeat, he reorganigzed his soclety on the modsl of the
ﬁggulzgugélitazek asasociation, sskias.ﬁsﬁesassy change® in the
by~laws in order Lo sdapt them to rural conditionz., Kis Lirsd
reorgsnised svclety vas féruea st Reddesdorf, in 186k. 1In 1869,
he made further changer by a2dding to hie svedety 8 co-~operative
buying service for producers. It is from éaia énﬁé that

Reiffeieen’s rurel oo-operative oredit movement should be dsted.

It should be pointed out that Reiffeivon was not, ss Bohulse~
Delitgsah, & student, but rether a wurker. Further, in other then
purpose, there 43 little similerity or even harmony batuacg his
orudit pociety and that of 8c3u159~201iﬁaseh. The importent .
thing to note 1& thet sach in hie own way guve to his counitry and
the world st large, a practical sysien nf eaacpera%iva finanoing,

the merits of whiok are inomloulable.

" In some countries the Jorman systems wvere ana&:giahla in

their pure form. In Italy, Lyig! Luszattis an economisl;

5) Myxron T. Herrisk - "Rural éréaitd”u'pagos 266 end 268
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introduced & modifisd form of tﬁo Bohulse~-Delitssch bank in
1866, in an sttemps to sliminmte uenry. Adspted to Ttalien
oonditionn, 1% grew to be one of the lergest finenciel 1nat1tu-‘
tions in that country. Lussatti also atded Leon Wollemborg in
forming the Pirst rural oredit soolety of 8 modified Reiffeisen
type, in 1883, |

In puve or adaptsd forme, oo-operativs credit socletice p
spresd ragﬁaly in most of the countries of Europe, It 1 aig-
nifioant that in the case of eash oountry, the lesdsre of the
novsment wers slvaye thésg abhove the kugesniﬁy of dorroving from

the socleties which they instituted.

Bafore we sbendon the discussion of so-operative oredit in
Turope, a Fow éaints.shenlé bo nmede clsar., In genarel, the
aredit xaeis%iga are not apsraia& for t&e pocy. They denmund as
safs 8 seourity on losns as an ordinary bank, the rates of
interest baing bamgarnkls with the market rate. fLazQatti'é
type of bhenk is an eXception in eo far amllaana, vased purely
on the oharsster of the borrower, may be made from 8 poriion
of the profits.) The societies are Tinsnced by deposits of
mambers and non-members; money borroved on the oolleotive
14abi11ty of the members; edmiecsion fess; shsre captial, in
those socletieos thst 1nsue,shnre;;:nnﬁ surpluses snd reserves
of th§ socisty. As the banks grow 1nraur,lthnit function se @
sources of "personsl” loens becomes less uigai:&aanﬁ conpared
with their funotions ek & depository for sarvingse and s sourse
of commercial oredit. ¥Tinally, 1t should be stated that the
scoleties very often bind themselves together in the form of

associstions, vhich in turn may form provinciel or agtioanl
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fedevatione, Hueh contraligetion, tendes to conesel the se-
operetive eopects of the whole system. Tt will be well to
keep the ebove in mind sg we proceed te 4isoues the co-operative

¢redit movement in Cenadas.
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EAGTERN CANADA
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Eestern Oaneds : Quebec-History

The history of sooperative credit in Oanade may be divided
into two distinct periode, the first being concerned with 1ts

history prior to 193%2.

The system was introduced into North Americs by M. Alyhenac'
Denjardins, s pudlic-spirited french-Ceanadissn Jourpeliast, Per-
turbed by Bhe actions of usurious money-lenderas in the province
of Quebecs, Desjerdins sought a aaintian to the problem., The
remedy was not to be found in the uommereiai bank structure, not
only because thelr coredit facilities were insdequate and outside
of the veaeh of the small borrvower, but because the ¥French |
thabitenta” were adverse to banking inatitutions. Prior to
Gonfederation, in the sbsensce 9f rigld legisletion, spurious
aaut# hed perpetrated frauds by 1ssuing vorthless bank notes.
Thene éaandalaus actions had ceused the people to distrust ell
forms of banking. In order to overcome this distrust Demjerdins
goncluded thet credlt muatl comerfram the people themeslves, that
ie, the people muat bvecome their own bankers. "The paeglé*a
vclfare can beat be seoured by institutions organized by the
people themeselves; because these institutions are most likely to
poasess the charascteristica that appesl to the people and there-

(1)
fore the stability necessary to perpetuate thelir services”.

L)

Before taking practical steps to form e "people: s bank}
he spent e ﬁuuber of years in making a complete atudy of co-
eperative endeavour during whioh time he corresponded with the

leaders of the movement in Europe. The resulting soclety might

o " ”

(1) alphonse Desjardins - The Co-Operative People’'s Bauk (1914)




, 10,
be clasaed as a modified form of the Italian Luszgattl banks om-

bodying some of the principlea enuncisted by Frederiok Reiffeisen
and ethgrat

_ g)
The introduction of e peog;e's vank (La Ceisse Populaire)

into éucbao wae faciliteted by three major factors. In the firat
plece, Quebes wae inhablited by a2 homogeneous pypuletion. The
people hgd been schooled 1in group aetiam and the need for worke
ing for thely social betterment. Secondly, thite wig & 4ire need
for such a system as proposed by Besgﬁraiaa.?zzLaatly, the Roman
Cetholio GChurch, a religion to whioh the majorivy of the péapla
edhered, willingly geve their approval tz)the ayaten and encour-

sged thg elergy to 814 in 4{ts formetion,.

K. Deejardine oyganized his first caisse populaire on
Decenber &, 1900, in his own bome in the town of ﬁavis; situated
opposite the olty of Quebes. On January 83, 1901, 1t vegan
¢§eratiaas, the initisl oaﬁitai smounting to iﬁé,ké nade up of
ten~cont instalnents payeble weekly. Buch 1nazgézficaét beginne

ings weyre hardly of & nature to warrant optimiam. The first

2) The bunk sotv probhlbits the use of the term "bank” by say
“dastitution othey than & chartered benk. The term. "caisge”

vhen literally trenslated means "a counting-house” or e
eashier's office”. It wvaes only by common usage that the wvords
"La Qaisse Populaire” ocame to mean "The People's Bank”™. In this
vork, we will refer to this institution am a bank, acclety,
assoclation eta, esynonymously.

'3) "In a country such as Cenade, where banking facilities and

the organigetion of oredit are wost necessary for the commercial
development of a young & .4 progrewsive svolety, such an innate
antipathy to the nmodern developments of banking in eny one
particular Province csn apt be but detrimentel to it, and M.
Desjardine was fully aware of the fact that his less enlightened
compatriots were not resping the benefite of modern methods of
finanoce se were the inhabitants of the English-speeking provinese,
end this dissdvantege he determined to conguer” «.. Prof, H.
Michell - Psople's Banks In Rorth Americe -« age By

k) Pope Leo xz!z.reammgntgng on the movement has said "Is Uslese
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monthly finencisl sitatement dilsoloned totsl seseie oxoasding

$2h0, whish emount hed mors then duukled sfiey the mecond wmonth,
Bix months Jeier, anseis voialled in eXcess of ‘1?&6. The end of

the fivas fisoal yﬁa# fould that the assets Lotelled neerly $5000,

and only afver stwo full years 41d they excoed $19,000, These |
figures tlipstreate just how elow wae the development of this f%raQ
bank. Perhape more important than che feed thai th@ bank hed
116tle wealth 4o rely upon, 18 the ssavendnt that the sucoess that
1t 414 oBbaln ves not dne to exterior fimsnolal eld from moneye
od intersays Wk rathaer wan dus %o Ya poverful Herm that nesded .
only to be Persilized by versaverance end siesdy 9urge§a”§) Bot
only wes ths progvese of the Tavis bank very elivw, hus so slse
wo® the dsvelovment of nevw banks in other gentres. In the words
of Denjarding, "during elght long yeart snd more we steadily
refused every invitatioa to organise them slsevhere, with the ofw
popbion of twe cesew, whers, on sogount of the prézimsty of vhe 6)
loealitvies, we oould supervise personslly the working of the benkd,
Two reasvns ece unt for belated sXpensien. Xn the first
vlace, during this pericd the banks opereted withows an&:lugcl
swthority., [t ves only with the passing of the @Quebes Co-operstiw
Syndicater A0t on Maroh $, 1906 thet the "caivses” attained e
logsl &%absst? Besondly 1t wes the founder's prudent dosire Vhat

vhe prineiples on vhich the banke vere bssed shonld

puletr eorel wovk. cepable. of proiecting snd safegusrd-
f§§§§§ig§e§§x§.ﬁﬁf’§»§irgix§§§gr§ Qreggia.~ entgahinma deos ‘
Ceinves Populsires Desjardims, Poge 23, o
%) ﬁlghoﬁss Pesjardine - The Co-operstive People’s Bank (191h)
Page 25,
6) 1vid ~ Page 30
7) This Aet also alloved the incovporation of so-operative pure
ohasing sssociation.
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stand the test of time before the movement should be allowsd %o
apresd, aﬁring thie time, experience could revesl any vesknesses
in the syatem and expansion would then be pﬁqaibls without hesi-

tation, timidity, or uneasiness for the future.

After the paseing of the Byndicmtes Act in Quebeo, M. Des-
J&rainm’ work ettrected the interest of the Dominion aévcrnﬁent.
In 1907, he was called as a vitness before s Parliasmentary com-
miﬁteﬁg vhioch was making inveetigations prior to the eansideration
of & Dominion eot reapecting Indusirial and Co-operative Sooleties.
The greviaiaus'af-tﬁia_aat vere to be similar to ﬁh@'lusiaistian
puased 1n Quebes. After ean extenaive heering, the Act was pass-
ed in 1908 by the House of Commons only %o be defeated in the
Senate. fﬁg Senate bmsed theiy decislon on the “géaatitgtianal”i
ples that 1t ves 2 matter so#éﬁraing the provincial legislatures
~rather than the Dominion. However, 1t has bat# suggested that
the &ppﬁsiﬁi@ﬁAtﬁ the proposed billves simed mainly at the co-
operative purchasing snd distridbution olauses rather than thaae

perteiniang to bankéing..

In 1916;73‘ Bié3gﬁ€1aa drafted tvo bills for pressentation

' ta.thﬁ Benate, one songerning co-operstive purchasing and diase
tribution, the other with co-operstive banking. The former wae
defented, ﬂhiie the latter ncveé resghed = finaiAreading. Bub-
sequent attempts to secure ;agisiatian on the latter in 1911 end
191k vere alwo unsuccesaful. The prectics) effect of the Sen-
ate's rejection ofthe proposed bill wee @ tendensy to confine
development of thosgeneperetive oredit movement within the

Province of Quebec.

8) Of the oredit societiee that 414 spring up, dutside of Quebes
during the life of Des jardins, fev survived for any leagth of time.
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The death of Alphonse Desjardins on October 31, 1920 left
many of hie desires usavtcomplished. Anmong these were the for~
mation of 8 "union” of coeisses to oversee the individusl banks,
and the netional extsasion of his ayat;m?} With regard o the
i&tter, vo must ktaﬁ in @mind thet the importsnce of Desjsrdius’
work does oot 1fe¢ in its scope %ﬁﬁ‘&ﬂ 1ts effectiveness, He naa
1ived to mee¢ his ovedit socleties curd the sotivities of the
"loen shayk” within the province sdd edusete the members in the
fullecles of “oredit-ouying”. Add to this the sease of saéarity
that hies organigations muat bave instilled in thelr membere, and
ong may see the reason why he is revered with high estesn by the

people of Quebec.

Ia keeping with the wishes of M. ﬁesgsrﬁiaa; and in order %o
substitute for the loss of supervision that resulted from his
doath, his collaborators decided %o form s ragignél unilon af'
‘Pevplé‘s E&aﬁa, This wan sgteblished at Three Rivers, on
Deosmber 135, 1920, lese then two wonthe efter Destardins’ deathk.
The purpose of e "Unlon Regionale” wea to complete the organe
igation of cminsesn g@yaiaiésa in sondeynity vith the desired of
M. ﬁ@ggaréins and to preserve the éyir&t shatihaé been instilied
. within the movenent by 1ts founder, This waz te be acoomplished
by supervising the sotivitien of the individusl osisases end by

ijosuing educationel -material relative %o the Tormation and good

Two of the moet succesaful vere the Ottaws Cfvil Bervioce Co.
operative Credit Sooiety, orgenized iov 1908, and the Co.opersn-
tive Credit Society 4 'Ottavwe, organiszed Iin 1913, These socie.
ties vere ingorporated uander the laws of the province in 1928 and
1989 veapestively.

9) As we rhall see later, ﬁh& expansion of the axat@a throdgh~
sut Cansde cen ouly de attribubed indirectly %o M, Desjardins
and the Gaisae populeire Hovemeud.



nsnsgenent of People'n Bayks . 'ﬁnagr the regional nalon plan,
novever, each nember vank was %0 retzian l1tes autonoay. Due bauk
sazusaed no liedility with regerd to epnother., Thus, i¥ aaarhan&
found itmelf in finenoisl diffioulty ﬁa#ﬁta feulty sdsinistration,
it bed no "m priori” esell on She reglonsl union 9y mny othor |
“tenk for sid. The sdsinietretion of the regionsl union wes plso«
¢d in the hands of officers #ia%ﬁaé annually by Qﬁlﬁgﬁﬁﬁs of the
member oGunks who met at a gensral sssenbly for the purpose of

discussing natiers pertslining t@ltha velfare of the “"catnaes”

The succennful formmtion af‘&'ﬁai@ﬁ-ﬁcgsaaaxc des Trols.

- Riviewsz wan faiiaw&é in time By othey #Rﬁh argenigations in
various scgiﬁam of %he yraviaei?} In 198k, o epeciel deperiment
enlled "Ls Caisse Beglonele® was instituted vwithin esoh of the
then existing regionsl unions, samely, those st Three Rivers,
Guebesn, snd Geaape. As the newe euggests, these reglonnl benks
vewmne the oentrsl benks of the “veisses parolseianles”, vesed on
the sume principles ae those of the parochisl vanke and g@vsra$§
by the neme Yawe, thet is, thoase enmbodied in the &ﬁsaem B«
spersabive Byndisotee Red (2908), It should be underetond, hov~
ever, thel these reglona) tanks sarry oo businens with member

banks only sud not with individusls,

The purpose of regioasl banks is to 2bsord the excesa

10} %There ere nov eight other suck orgenisations aserving the
following reglonw: Qudves *
Gnape *
Montres) ¥
Bherbsrooke
Aimouski *
Chioconting
Gueut-Quebescote *
Beint-HEysointhe
* these hmve central benking depertacnts.

*
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liquid rescurees or to sugmeni dY loans the svailable cesh of eny

vembertenk, For inetence, Is Colgre Populaire Ge X may heve more
¢ash on bhend then 1% ean onploy prefitedly or that i1t thiake 1%
cen empley profitsbly in fiixamg of the demend for loans. Sueh
aXocRe mey be leoened to the vegionel caiess st 8 suated vete of
tnterest., On the cther herd, Ls Csieme Populpire de Y may temp-
orarily reguire 2dditionel funfax fn sarder te F111 the laaé demand,
Fundw to enedble 1t to neds #uck loens wey be secured from the re-
glomel bank et & sieted wvste of inteyset, The réaiannl h&nk,-ﬁhﬁﬂ
aous me an ‘aterpedisry sdent deiwsen the two banke 'n order to
Censuye Lhe grestest financlel spd moral produsiiziiy of the in.
vesied cepital of 1se mémkmrﬁ‘ The vegional bank, however, will
not lend Lo & mewber whioh 18 Belisved wo be & pper risk, nor wil
1t horrew money when 1t ¢ennct smploy 1t for & nroednotive op prov.
jdent purpste. On the faee of 1i, we wight send Lo erivieige thl
preciite, eince 1y eppersntly defests one of the ospdinal purpose
of the perochisl benk-<that 1, o retain the espitel of ixe
wopbers within the community eand thus gonserve the community's
isocome., Thiw ericiciem wey bde wade of the charterd banks in so fa
#» thoy oesn withdrev the funde of vhe'r 8eporiiora o aress wvhere
they ean best be ubilized 'n Lthe form of losne. This s periice
wlsyly seen vhon noney 18 vithirawn frosm rural communities snd
foywsrded vo the financlel genires, the large c¢ities. Bubl the
distingtion bhetwesn the oslsee populeire syslen end Lhe cheriersd
hanks in this respeet 1le® in the fact thet, 1n ithe lstter, a&u-
shority for withdrsvwal is in ?ha hands of she contral orgenisetiq
while 1In $4e oceze of the people’s banke, this suthority 1s Iin the
hende of the individusl perish bankse, Funds srs not provided %o

the ecentral bank unlese the parochisl 'natiiutlon cannot find @

present uwse for the money.



Again, 1% 1is nerely in the fora of short term loan which will
soon make ites wey bmok to the sree in which 1t origisnated., Fran
thie point of view, then, there cen be no legitimate oriticiem

of the uese of centrel obmnks in the Usisee Populdire oredit symten,

Returaing nov Yo our hilsYoriosal spprosch, we find thst dur-
ing the poriod from 1924 to 193U, the expeusion of the Uzisse
Populeive modvement WE3-§15V, despite the sctivitiea of the regioa-
al #mi@ﬁa and the prouperity of the ﬁﬁﬁiif The sunbeyr of seaks,
members, and the totnl 4B8eLo incressed ab apyraximﬁﬁelx\thc aBne
rete (UO%). However, with thiz incremwe, thore caue slss an
accenturtion of Aifficulties in admismietretion. The need for
more striet sugervislion and inspection besane agg&taht, Ié wan
realized thet systens of sgoounting end methods of operation
nuet naeegéhrily be unified, Regionel unions sdvooated thet the
g@veéamant sxténﬁ financial &i§ to them, ao that adeguate in.
gpection of the crfasses might be caryried nug‘éna wider educstional

programs could be promoted.

In 1931, representativen of the four exinting reglonal
unions met st Three Rivers snd decided to foram e feterstion of
people's besnke, Oa FPebrusry 8949, 1?%@, en official declarstion
was nigoed, wvhish brought into exlstency La Federatlion des
Caleses Populaires Desjardins, Even pefore this declevation ';
hiﬁ been signed, that iy to ey, on Februsry lgthAaf the aame
year, st the regular sesaion of tha.grﬂvinasal parliament, the
govenument recognised the vork aiﬂ?uaplefs banks ss B service in

the public interest. By smendment of She Quebes Co-operative

1) It e aaiavhy some euthorities, and in many casen statis-
tically proven, that memberskip tends %o decresse sbscolutely in
PESIRETue yoara,ond inorease in yoare of deprasaion, due to the
perience of Denjarding’ sae&itiﬁgfh is net the came in the ex-

12) Revised Stasutes 1989, Chapt. 254, article 135 22 Guorge ¥V Shaypy
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Syndicates Act, 1t voted that & grant of $80,000, be payable

snually for 10 yeers to the Federation for tnz)pusgaaa of faw
1

spection of people’'s bLanks and their extension.

The formetion of » federation wae sarried a#t in order to
complete the organisational structure of the co-operative oredit
banking syat:z? Buch contralization, it was bnlitvsa} vould
pind the member henks into one homogeneous group providing unity
of sotion in education, supervieion end edulanistration, and
would tend to preserve the spirit of the founder of the movement
within theme banks. It wes designed %o ¢stablish snd supervise
affilisted caisses and to act es thelir officin) apokesman on
public matters coucerning people’s bauke. The federstion 1ie
composed of two delegates from emch regional union, who are
chosen by election et theily respestive gensral asaemblies and

ite affaire are administered by officers electied bj these dele~

grtes, Although the Fedarmtion appoints and dilamisses its

13) This great vese 1nereasaa to $h9,aaa. in 1?3? and subseguently
increased to $50,000. The provision termineted in 1942 but
it wae replaced on May 2hth, 1942 by sn sacendment whickh resds
Aa pexrt:

"Fhe Liautanant-ﬁavcrnarnxa~66uae11 may suthorige
the Minister of Agriculture to grant sn ennuel subsidy to
the Federation of the regional unions of Ceisser Populaires
Desjardine for the diffusion, suppert and supervision of
those Oaisse Populaires in the province,

"This subsidy may be granted for sn snnual anmount
not exceeding $50,000, during a period sf five years, 2s
followst $100.00 per Caisse Populaire affilisted with the
sai1d Federation up to six bundred and 350.00 thereafier
for easkhh affiliated Csimse Populasire over and sbhove that
nusber, up to one thousand in sll.”

1) In 1938, M., ¢ VYmillancourt manager of the Federation, stat-
¢d bLefore the Stending Committes on Banking and Commerce thaet
of the total grant "three-gquerters is spent for inspection
and one-guarter for propegenda” -~ Miputes of Praoceedings
eand Evidence respecting Small) Loan Companies----Thure 83

Meroh 10, 1938, Ro. 6, Page 166.

15) In 1945, the Federation entered the field of co-operative

fire insurance opersating se La Hoclete a‘Assarance des Calssen
Populrires.



iuapoa#arn ad the suggestion of the reglaaal4ﬁéians, these in-
apeotore are direotly respouaivle to %he FPederation which rabéévaa
end exenine their ruﬁarﬁa, The eppointoent of thone whé aere to
be 1In oherge of education is left ta the hande of the regian&l unianxQ
The Federstion sttempts to stimulste an agtive lnterest withins

the verisus csisses, znd to eorruo§ irreguler prectices. Thus,

1t eots as o Atestribdution centres for advice sd inforustion. How-
gvexr, In thie copocity 1t does not sttempt to overrule the regiounsl

unions bHut rather ¢to supylenmest end reiuforce stheir sotivitien,

The formetion of a federatio. of Ssople’s Lanks in 1U3E
coincidaen with the seocond period of the movement in fensde. IV
wight appesy that the systen se i¢ exleted ia 1937 wes quite

different from that which sxisted during the life of k. Desjlardina

«*

2uch a.aanaluézon is actually more apparsut thea real. ’True, s
puinber of changes hsd taken place vut thaat'vpro evolutionary
rather than radical ia ansture....chenges vhieh left inbtsot the
sasenticle of the esriier systen, The formation of & federstion
snd Qf'regiansl unions might be oriticized by some on the ground
thet such centralisation tenda to place co-aperabtive wbnkiag in
the resim uf "blg buuimaaé”»whorcby sush of ita'co~operstive”
cheractor is lost. Agein the Federation nigh%.&y eritivized for
socepting finsucinl eid from the government of the Prowince, It
wight ve alleged that such nld is n wiolatson of » aagnﬁ and bmsic
priuveiole of co-operative erediﬁ-»F-. Hovever, such criticisme
fall to take 1nto acoount the neture of the aid. Perheps the
aLOvVe present-dsy oriticisme meay be summed up in the words of one
whoe wrote at a time when M. Desjardine was still 1lving esand whith

whois and with whose work he was well scoquainted., "M, Desjlardins

belleves most thoroughly ia e policy of dessntralismstion, He
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mmiaiaine, ep indeed do 8l) co-pperations of pra&tical gxperience,
that suceessful co-operstion must bve primerily end cherscteris.
ticelly & locel movement,; esch bank atanding fair snd sguare upon
its own foundsmtion. There is no central ovganisation eamong the
group of Cailsgsmes Populaires in Quebec; any attempt at suoh a
federation or ceatral sssooclation would be absolutely out 6f keep-
ing with the apirit of M. Desjardins work. State ald of any sor}
oy desoription is equally repugneant to the ideas of the founder,
vho declares thet while he lives mud has 2.y influence, any offer
of State sselstance or State interference would be regea%iiz

In ansver to the former oritiocisnm as steted above, Senator
Cyrille Vatllanocourt, manager of La Federation dee Caisses Popu--
laires Desjinrdiue mekea this reply. “Those vho have worked with
Mr., Desjaxdineg know bhetiter than sanyone elee that the founder of
the Caisass Populeires wished %o orgenise them at firast into »
greént Unilon in ovder to assure helter co~operstion between the
Caisgses and good direction and supervision of the wmovemeuntb.
Several letters %o his friedds prove that Hr., Desjerdine often
gave his vieuws mbout that plan to his ocollaboratova, {Bovever),

Mr, Desjardins died before the execution of this plan.”

"As %0 s Federation, an 1{ exists today, it was not possible
to gonnelive in the Lime of Mr, Destardins; 1% il tipethet has
helped to determine by degrees the generel frsme or straucture

of the whole movement. In brief, dr. Denjardine vished a2 com-

18) Profescor H. Hiehel&-«?eople'srsanka in Horth Americe (191h)
Page B0, It night be noted that the proofs of this treatise
wvere reprd by M. Desjordine hinself,
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plete organisation of Unisses Populalres; but he 41d not forsee
noy determine the actual etructdre., He gave the idea and he pre-
pared the mentaliiy to & gentral organiszation during the last yearas
of pie life, vhean he reoallized the need of unity, cohesion and
cowordination of vorx aad auperviaiei?g

Parsdoxicel as it may seem, 1t might be pointed cut that the
two avove conflieting opinions ueed aol be incompatidle. Pro-
femaor Michell wrote the mbove in the year 1914, while M, Des-
Jardine died in the yeer 19¥3. There wss therefore a sufficient

"tiwme lag” 4in order to allovw for a chenge of opinlon.

. In defending the Feleration sgainst the latter critiolisn
regarding the acoeptance of state aid, Abbe Philibert Grendin
in his book "Cetechisme des Caisses Populeires Demjerdins” guoten
M. Des jerdine ss writing under the heading of ths Federal Enquiry
on Industrisl end Co .operetive Socleties, 1906-07 (Page 183).
"The legitimete role of the Btate 1s# limited.,....to euncourage,
even through subsidien, the spread of the principles and edvantages
of co~operation, &0 evoid in iﬁa esonomic poliey all that, whioh

would disturd the Ffoundationy of co-operstive ssecocistiona”.

I% may be held thet the Fadereiion 1s Justified 1un agoepting
government gyants, ércviding thege fundo are used for such pur-
poses that Lenefit the acoledy a8 a whole and not particulay
members of thet soclety, If, however, the Tunds thus recelved
vere uped in order to make loans to members, the scoentance of
atate fzﬁanaigl 214 would he Prowned upon 88 being contrary $o

the sound principles of oco.operative banking. Therefore, the

1¥) Grammatvieal errors in transletion from French to English
sorreated,
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uae of subeidiss for purposes of sducetion in netters of co-~opora-
tive arvredit, and for pﬁrpéﬁs& nf supsrvision and inespection of the.
benks o envsure ageinet sahuses end faulty precuices, ssanet be
#0id to gonflicyt "e priori” with the basie yh;&eaayhy of Pes jerd-
‘né. When he formed hie fivest bank, M, Desjerdins inesisted that
1% he nop-philantBropie in reature,  The susire sapital must oome
from the members ithemselves. The ga§%§ien of any superior avih-
erity, in e very rss%r%a%é& sense of the term, musi only be such
ar Lo provife guldence in ithe formailion, operation, and exiension
of the bank. This eunthoriiy muet only supply the means hy'vhiak
the people ¢onld help chembelyess snd not supply the financlisel help
1881, "The mesns” wighs teke the form of educstion oY Bupervis.
ton end would Yo provided greiuitously. Howsver, the &ﬁVﬁrém@nt

by greating finenciel e!4 for and only for, the mbove speciel

purpofes, merely plays the role of e#n enthority which saupplies the
meane by which the people esn help theméelves, Bueh funds ere no
more phillenthropte than %h& aratulioue services provided by the
leadere of the movement by*%&& nere feacet ithat the grente ithue re-
- ge"ved by tha ?&&ar&tﬁan do not entey into the finencial poliecy of
the bank, nor 40 they ‘ancrease the toiel smount of a&pit&l of all
or any of the benks, whoeiher they be parochiel, or regionsl. The
use of Government grants, however, invelves inherent dsffioulstes.
In the firet plece, the porsibhility I8 ever preseny that such sid
night be suddenly withérewn, profueing sn sidverse 5f£eﬁ§ on veri.
oué mepeess of the whole wmovement. Prevision shoeuld be mede to
deal wiih thie poss:blilicvy &0 thet the Federation could be placed
on & self-supporting desis. Initially, & reserve fund ¢onld be

gat up Lo eover i1te converslon frow a public 1o a eelf-Bupported
Corganizetion., Thercafier, operstionsl fundes could de secured by

gsneneing the membsy benk.



The sseond 41ffienliy in aceepiing grents~in-aid i¢ thet de- ee.
pendency on government may lesd to domination by government
vith 8ll 1ves dire conseguences. Nor is this & remote threet!

T4 18 one that {8 very resal-~-one that must bhe continually
guarded againsi. Buch as ‘esue as the amount of the grent.in-
aid might coneeivebly bhecome "& political footbsll"” during an
eleaaién period, These oritioisme, eie sconcerned only with
possibility and not with fact or even prabahiiity. Alshough

we ars not justifled 'n dlsmissing vhom becsuse of this, lascly,
we may hold thet the only present and legitimete erittolsm of
grants-in-sid to 8 well eatahliske& aystem 1 ithat they tend o
benefit @ smell group, thai i the whole body of Casisse Popu.

leire mombers, &t Lhe exXpense of the genersl publie,

In the pericd following 1932, the oco~operstive oredit
movement in Quebue developed 8t en increased psae, In the
number of benks, number uf mnembers, and totml assets. Woe mey
dispense with a disousslion of its growth by referring to Table
1. Befors we sbsndon this d!scussion of the history of @o-
opsrative banking in Quebed, we might teke time Lo cowrect

a wrong Impreseion concerning ite development.

Thoere hee besn e tendenoy on the part of some, éspeo;ally
in the United SBtetes, to sccount for the slow development of
Credlt Uniops in Canade by pointing Lo the lack of a sponsor-
ing orgenigetion and the lack of fiaaneial ald for promotion.
On the other hend, the repid developmeni 1n latter ysers 1is
csredited Lo the esdistance of legislatiop and the Cresdit Union

Hationel Assoclsation. To 8 ¢eriein extent this is true. Hovw-

ever such &n explanation tends to shisld the truer ceumes.
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The pericd of slow development can only refsr to thet

tlme when only Desjeardins pocieties were In apaz&%ian,\that ia,‘
1900 -~ 1932. The fact thet the movemeni in Quebsc lacked 8
sponsoring ergaaixatian and fiﬁuncial agpistance o8n not be
deened te he a fauli in the orgsnizataaﬁ. ¥eo must remember
thet elovw progress wap &n intended principle of M, Desjerdine,
Experience was to be the gutding hend in futurs developmens.
 The founder belleved that the movemenu should expand on 1te

" own meriis end not primarily on the basis of publicity and
pointed propagends. Thus grmwth'vqe to be from the bholom wup
In the United Stetes, on the other hand, growth wae from the
top down., The formesvion of oredit unicne grew out of a
netionel essocletion., We might ¢leseify the grmv%£/aﬂ one of
"deoontralizetion” as opposed Lo the centralization process. in
Quebec. In the United Biates, the very purpose of this Qf\
aasoclation wes nationel sxpansion, In Qnebee,,natioﬁgl 8x-
pansion was 8 thing o he desired, but 1t was of séeendury
imporisnce. The laesders vere‘mnznly intgrea%ea 1gibrmin8 2
sound eystem within the boundariee of Qusbec. Applying pressure
for the Adevelopment of Psople's Bomnkes, with or without sdequete
legislation, outeide of their sphers of iffluence, would
nosecssiitaese thet the lusdeys have 1little chance o act in a
supervisory capeocity. Therafore the probabtility of fellure

- and consequent weekening of the syetem would be incrsased. The
absence of sdequete legislation should not be over-emphasiged
1n imporsencs. One will reeall thet the first bank began
operation in the abesoncoe of leglelstion. Evex vhough the

repoated sstampse of M. Desjerdins Lo secure Dominion legis-

letion vere defsated by the fenate, uhis need not prevent
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"per sg"” itMe national extension of the system, Plnce ceredis

unione could hecoms insorporated In ths other provinces undery
the Pominton Companies Aou; or sliernativeiy, they could oper-
ate without the benefit of legal sanctinnm, Finelly, to credit
the national extension of oredit unions to CUNA 1s to shiold
.<%h§ imporiance of the work of the ¥xtension Department of the
Universiiy of B¢, Franaié Xavier, in Nova Scotia. Tf the
§§raad of areaiﬁ‘unioniam duieide of Quebeo, may be atiributed
to any one person, the honour should rightfully go to Mr. A,

B, MaeDonald, maneging-diractor of exteneion in this Kovs

flootian Tnetitution,
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Quebegc: Opsretions

It is expedient thet we nov eXsmine the operations, finsnoisl

atrnetufe, and organizetion of a 6aiéaa ropuleire.

The operations end mexbership of & people’s bank are con-
fined to 8 limited avéa, generslly the parish. In a quesi-static
ecolety as found in rursl Quebeo, this limitetion is of advantegs.
The pcrish iz not snhasatin rxsquoat er -rapid changes2 in ge»ulntiau
and ite 1ah¢§itunsu are likely to be well soquainted with one
another. Therefore, it is less aiffioult for one to 3udgq the
moral and economio atablilty of his fellow members. In sddition,
the resl neede of the members oan be sympathetioally wnderstood.
#1%&13 thie "stable® socisl wnit, 11 honest and industrious
resldents may Eewéns nexbers regerdlesss of rsce, ¢lese, oreed,
wex or age. It is interesting Lo mote the ctrong mersl oconditions
stteched to membershiyp, lvfﬁlﬁﬁﬁﬁ that ${& pecniiar to rur&l
Quebsoc. "The fellowins'qnaistipn sre reguired of sn ajﬁlieankg
he must be honesi prgu;ﬁ‘in his psyments, sobher end industrious .
The member must also pledge himvelf to obssrve the constitution
snd by-laws of the asscolmtion, to respest -sligion, family
ties, and ?rﬁyﬂrﬁy rights.," : Emch membor is given o passbook
under his oWn neme, whioch must be presented et every bueinens .
transaction with the socciety. The pass-book constitutes a
sharsholder's membership certifiocate. A member may vithdrsvy from
the sspoglation et Qny timc; providing he is not e borrover,
snderseyr, oOr gusrantér of a losn and providing vhet he hes given

‘wTritten notice of thirty dasyes to the Board of Menegement in

1) Btetuts de Le Caisne ?apuzaike,,...Artiola T
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sccordence with the Quebwe Co~opsrative Byndicetes Act, In

turn, the society ney expel & menber for sulficient ceuse and

return hie invested capital.

The bhenk 1f primerily an institutien for sveis) hetterment
#nd s5 guch it secks the support of the vhole group, Money ie
Bersly & aya&né&&y conglderation Wwred to secure the primery
purpone, Finenclally, the bank f¢ not te bo coneidered ae an
inetitution for the invertment of saauﬁulgtﬁ& capitel, but one
for sceunmulating cepitvel end pl#aiag i1t st the Gisposal of 1t

mombere, vith whom in 8l) its deealingse the bank ie only concsrned.

e§p1t31 1e¢ derived from two mein sources; namely aﬁb» .
#oribsd eheres, and savinge which are temporarily deposited, The
pherss form the finencisl foundetion of the ssscolstion and
eubksoription to at leaet one shars s & roquisite of member-
ship. The fece value of theme 18 generally five &ollare payable
gither 1in swall instelunente over & pericd of one yesy, or in one
lupp sum. They aiffer from the usuel conception of shares in so
feor ns‘thay are really long tere deposite whioh cen, in osse of
emergoncy, be withdreavn on short notifce. Although the by-lews
of the bank entitle {t to ¢ thipty ﬁéy pithéravwal netice, this
is seldor exercised, uince such ection might csuns & "run" oﬁ the
benk. Share capitel, then, 1% reelly wvearisble cepltal end the
gocloty Bust alvayes regard 1t in the neture of e ¢ell lean. This
roatur§ i sspential to the system f@é two ressons. In the first
place; the financisl position of 1ts members is generelly ouch
thet funde cannot de permanently isoleted., SHegondly, euch s

feature 18 nscessary to instill in fte members the reguired
confldencs that will bring forth theily financial suppors.

Hovever, the faot thet shares are withdrewable does not hinds
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~ the bank in 1ts eredit sctivities, Experience has shown that
share capitel rather than diminishing hes incressed from yesr to

year.

Esch share 15‘:u§39et to an entry fee of ten cents which
amount 18 oredited to @ reserve fund of which we shall apeak
later, As for liability, "the members are responsible for the
asscointione?® lighilities only to the smount of their subsoribed
shares; paid or nat“.g Although membership is limited to the
poarish oommunity, one who leaves the community mey retain his oo
sheres, There is @ 1im!t to the number of sheves thet an
individvel mey hold, This limit 18 wvariebdle, depending on the
resources of thé_aaciéﬁy.g)ﬁha purpose of this, of sourse, 1s
to prevent the possibilicy of the associmtion’s yeii@i héiﬁﬁ
{influenced by large shareholders. This sefoguard 1is itxengthanea
by virtue of the fsot that there 1s no necessity fﬂi herd-
presssd sharsholders to mell their shares to the prosperous, ain#g
shares are convertible inte cash at the benk at any time. 1If the
shaés: are trannférrya,lheunvar, auch & transfer must have the |
oa#sanﬁ of the Poard of Mansgement. No reguest for #rnnnfar o8Bn
be granted, if ﬁhe transferer is in debt to th§ appociation, elther
as a borrover, endorser, or gusrantor, A further sefeguard
ageinet the motuel oontrol of the soglety by large shareholdervs
is found in the faot that esch member 18 entitled to enl# one
vote, no matter how great mey ve hxu.holdinsu. 'It might be sdded
that limitation on shares held, is of sdded aaysnﬁasn to the

to the eaoiaty'in go far s no one shereholder can convert eo

2) Btetuts de La Calsse Populeire, Artiele 9 '

3) ¥or oxample, in the esarly yesve of La Cailsse Populaire de
Lovis, and at & time vhon 1ts resources were small, shares vere
limited to twenty~five per person. Today, with increased re-

sources, sixX bhundred sheres mey be issued to sen individuel
A holder.
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many sheres into oash 6o 88 Lo affect sdversely the molvent

position of the bank st » time when oseh is relatively mcarecs.

aa.

'

?urning nov to deposite, we f£ind thet they ars the short

term counterpart of sheres. The differendce detween the two 3

methods of saving 18 of & moral neture rethey then s physical one.

Whereas shares are intended to provide & methond of saving in
orier Lo no§t future eontingencies, deposite act es & reserve
for meeting current expuaaaa,é)thus overooming the 15@90@6&&05
of "oredit-buying®. "Eis liabllity 1s the same in either case,
his shares snd his dop%nité.b@ing glike withdreveble Just es are

~the doposits in an ordinecy benking depomitory".

3)

All éérasies eye entitled to interest, payable monthly, at

e rate determined by the Board of Menagement. However, ths

%)

5)

Aosording %o Prof. A. B, MacDonald, President of the (o
operative Union of Cenede

A practige hes beoen instituted recenily vhareby selected
nenbers are allovwed to possess chesking-scoounte. Chegues
nay Wo issuwed by the membey ageinst his credit balance. These
sirounlate freely within the province. The oheque 18 oclesred
through a loosl chartered bank to the bsnk oleering house from
whenge it travels to the Regionsl Cailesse snd finelly back to
the osivse populaire goncorned. Bome restristions ere imposed
on indivtdual caieses vhen their ocheoking business bheoomes
foirly substantial, In most emses they are eXpectsd to hold
30% to WOY of their funds liguid to meet withdrawls on chegues
olesred through the Regionsl Caisze Populaire. There 18 agl-
tation for th!'s mervice in British Columbhia st present.

This prectice:. is severely dsnounced by the writer. It will
either reauls in the pyrsmiding of lisdilities or 1t will fores
the oredit union to restriot 1te lending povers. 1In effect,

8 ohepking sceount amounte to a steanding losn or line of
oredit, It thersfore hinders the oredit committee in doter-
mining vhether the oredit union im in e position to sxtend
orediv and 84il) have a sefo margin of funde on hand to teke
care of withdrawals. . :

“rhe Canedian Benking Bystem™ - by J. ¥. Jochneons Publiestions
of the NHationel Monetsry Commiestion (1910), Appendix B, “"Co-
operative Poople's Banks of Canade®™ by M. Alphonse Desjardins.,
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pssociation reserves full 1iberty in sccepting or refusing ?
savinge frow its members and the right to refund these savinge
in wvhole or in pert upon notloe. Capital is constantly snd .
rapidly subleot te the inflow nna‘autikav of deposits;, but the

genersl tendenoy is for the Tormer to exceed the latter.

The objsotive in meoumuleting oapitel in the above mennar,
of oourse, is to fulfil the #qin purpose of the society, that is,
to loan money to ite members in noed. Losne are wmede only for
productive or banef;eial pui@oaes %o menbers in good atanding.
The bank, thersfore, must he informed of the exsoct yuygasa‘af
the loan. Ali regqueste for lﬁint are Tilad w&§h the m@nag&r, who
turns them over to s credit committee, who, in turn, meke thelr
reocommendstions to the Soard of Mansgement. The maximum smount
that mey he borrowed by sn individusl member is fixed from time
to time by a resmolation passed st @ épaersi Beeting of ell muﬁb'rs;
Hovever, the security Peing equelly godd, preference i given to
the smeller losns. The rete of interest to be charged snd the
oonditions to be sttacked to esch losn sre fiXed by the Credit
Committee. In general, the rate chkarged by » vulxatugahliﬁhaa
sspooistion is less than that oherged by one thet §us'baoa newly
eatablished. AL & given time, the rate verlies with the sise of
the loan, being lower when the principal sum is large. The resson
for this is that operstionsl costs 4o not increage proportionstely
vith an inoresse in the amount borrowed., In sddition, risk is
generally less in the fleld of large loans. Rates of interest
also deovesse with the type of mecurity offered. éenarally, the
rate of interest for e small "personal® loan is 6 to T%, while

® loan on resl estete aversges b to %%, If the savinge of the
mombers sye not suffiotent to f1ll ell the demands for losms
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that aia wortly of eredit, the asaocietion may bhorrow temporarily
from non-members. “"Tho general mesting of mombers may yaaé 8
réaalut&an to eunthorige the Board of Mensgement to borrow funds
for the association end in 1ts nuuu,uvhan they deenm 1t neéaasary
in the intereste of the Qnien, This resolution shounld determine
the maximum smount of such losns and the meximum interest vhich
mey be paid., ¥o sum shall be borrowed for the assvcistion by the
Board of Menagement until authorized by such waaelutian."ﬁ
If this esicuation arises, members ére~sons&&orea to be pocling
not only thelr cash but elso their oredit. If there 18 @ uurpiua
of ;;sh over losns, the sssosiation, within the limits of the

law, may invest this surplue with public bodies or other dpproved

borrowsve .,

At the end of the Pisesl yeer, after all expensss, losses {f
any, snd interesit -n a§§nait5_hava been paid, the halance 1w
appropriated %0 & special fund belonging to the moolety as & whole.
This fund e éivida& into throe distinot parte, the remarin,
provident, and surplus funds. 7The purpose of the firet two funds
im to proteot the investment of the menbers agoinet ail poeBidble
lo88. The reserve ond grévi&ant fuﬁ&a ney only bs drawn upon to
pay losces, and, with one sicepitien ia the case of the provident
fund hereafter noted, cvan in no vwise be distriduted smong the
monbere. They may he placed in sound investments so deternined
by the government, the interest on whioch may be sddsd to net
profits, 1In cesé¢ of diseclution, the bhalance of the éusosts, in-
cluding these fun&?, 48 applied in the terrvitory of the essociatior

to one or more works of general pudlic utility so designated dYy

6) SBtatute de La Calsce Populaire (Artiyio 3h)

7) Thet is within the limits of the Quehec Co-operative Byndicete:
Act, (Article ko)



3. !
the &1autanun%~6avarna£»ia founcll., However, the guestion of ;
dissolution of the sesccimtion may be placed hefore a genersl 3
meating only on the exXpressed recommendetion of the Board of

Management, and suoh recommendstion sen not be desided wupon 17 et

least ten moembers object thereto.

The reserve fund 18 sccusulested from two sources, namely,
from entry fees psyadle on a1l sherss, nh& from & dedvotion of
at least twenty per-sent of the net gfarita.g This ymgaentasn ney
be chsnged only on recommendetion of the Board of Mensgemont and
by resolution passed st @ gonsrsl meeting of shercholders. “Fhe
resarve fund ordinarily csn be deoremsed cnly by aaté&ariinary
losses exoceding the other resources ng.thq dimposnl of the
essonlation, TI¥ i1t iz decressed in this menney, it muet bs re-
built te an emount (squel) to) doudble the iiabiliﬁiﬁa'ra§ressnt@a
- at any time ky the amgnﬁt peld up on the sudbsoribed sheres snd
the resouroes which the sspocistion mey have prooured nﬁhervsie.“9)4

If, duo to a decresse in the lisbhilities, the fund sxcoede this

smount, such eXoess aqhnog be d1stributed to the shareholdevs.

The provident fund ie Tormed by sucdeseive deductions of
ten per-gent of the yoarly net profits until such fund i{s equsl to
one-helf the maxirvm 1labilities. It might be tormed the "stability
fund”, einoe 1% serves the following two purposesy iﬁ the first
plnﬁs; it i used to sllow for any ordinery operstionsl losses, and

as tueé’;t ie in the natuve of a "oushion” te the reserve fund

8) The individuel "omnisses” are urged for protective ressons to
epportion &t lesst twenty per~sent of their net to the reserve
fund, especislly when the society 1& ons that is nevwly formed.
Hovever, sogording to the Quabec (o-opesrmiive Syndicates Ast
only ten per-cent of the net profits need legally bde so appor-
tionsed, ‘ '

9) Statute do La Cailsse Populsire (Artiocle 47)
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proper; it 18 used to ensure » reguler 4ividend poliey...thst is,
in years whenprofits 4o not verrent payment of the regular oL
dividend; the deficlent emount mey he apportioned from the
provident fund so a# to ellow paymeni of the regular or sverege

dividend bamed on tkat of the yraviaas thres years, previaea

fuoh provedure is spproved st @ generel neetins.

The surplus fund ie thet vemeining part of the net profis
thet hee not heen allooeted to the reserve and provident funds,
It 48 oredited to bthe Bavings aoccounts of shereholders in pro-
portion to the number of ehsres peid in full, and to the time
during which such sheres have besn paid im full during the peut
figceal yeer. The smound of the yearly dividend eanaat.sxaaca
twelve per-gent on paid-up shares, &5 long s reguaremenﬁa of the

'rauarva, préviﬁont oy other suek funds have not been provéded
for fully...Ewery tncresse in the yserly dividend muev he %
acoompenied by a8 cvorresponding sdventage in terms of the losns

nede to members, eithexr by a lower rate of intersst orxr othervwise,

Before disoussing the question of t&minisiratten, let us
say a Tev veias concerning the gensral meeting of shareholders,
since this 13 the sourse of all suthority within the essocletion -
the officers being subject to ite dlrect end censiant scontrol,
and remponsible éor any violation of ite mendates. |

' . 10)
The Genoerel Mesting is held annually for the fellovwing

purposes ; to eleot bty mejority vote, by secret ballot or othere
vise, the members who will adminbter the affeirs of the smsocis-
tion eubject to the condition that eny menbers peﬁitinn usy be

revoked by a8 vote of two-thirds of those present; to hear the

A

10) Additional genersl meotinge may be oalled by tho President
or ¥ico~-President et any time.
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raport on the affeirs of the sssocoiation; and te deliberate and
pass raéolﬁtions on severything thst partaina'ta the imbresis of
the sssoolation by me jority vote., 1In case of a tie, the ?r@éié
dent ar'othsr yriaiains offtcer, hes the ossting vote. If
porsons 'ars goncerned, or at the regquest of st lesst five members,
the vote 1aftqkmn by seoret ballot. Esch member is entitled to
only one vote, voting by proxy bdaing prokibited, An exception
t0 the latter may be mede in the ocsse of legsl persons (publio
bodies) which may be represented by and vote through sn suthorixed
reprasentative., The right to vote is acguired by three monts
membership in tﬁa aspociation. A member who 18 not in grod
standing is denied the right to vote., In saddition, no one i@
eligible for office until he has been & memder for six aanthg.il)'
An Extr&gr&iner;'ér Epeciasl QGeneral Meeting mey be called by the
Board of Supervisien, or two of ite members, by the Board of |
Henagement, and aleo by 8 request eigned by teﬁ mombers, At auch
& meoting only the topios specified in the notice ealling 1t ocsn

be the Qubanat of deliberations,

/

The sdminstration of g Ceisse Popurleire 18 in the hanﬁs of
three groups, neamely, the Bosrd of Menagement, the Credit Commitiee
and the Board of Bupervision, Eech of these le 4istinst, and no
menber may tferve on more than one of them, with the exception of
the Mansger who ig also, ex offisic, a member of the Qrediy
Committee. - At various times these ocommittees meet, for discuesion
in ocsmers, with only their dqpiaisns beling made pudblio. They are
alceisa for 5 term of three yaais, with one third of thely menber-

ship being retired annuelly. Retiring officers, however, are

11) Restrictions on voting rishﬁiinna olwgihility to hold office
40 not apply to the first year of the assoclistion,



@liglble for re-slection. Mombership on these committess 18 on

@ gretultous bamis,

The Board of Mensgement is ocomposed of at lesst five'ﬁéﬁturu,
the yreus#ae ef three of whom constitute & guorum. The sige of
the committes 18 determined by the number necsssary to represent
néqa&telr the interest of the whols group, by the geographicsal
extent of the sogciety, and the ﬁéepe of 1ie memdership. Dsoislions
are by mejority vote with the President heving the cssting ballot.
To this commibttee 18 entrusited the general mensgement of £he
bank. Its powers may be olussiflied s followss 1t controls g1l
aspects of membership: 1t hires and dismisces employeow; it de-

termines the investment end dividend pelisy; 1t grapnseérta the

genoral meeting wmodifieations in the stemtutes of %hé sosletys
éna; Tipally 1% exXerci see all the other adminstrative povers

not specifioally delegated to the two other sommitiees.

The Credit Committee, composed of thres members, decals
axclusively withloane to members. An sttempt is mede to sppoint
to thie oommittee men who are prudent, yot well soquainted with
'thm nesds and the ﬁmral charscter of theirfellow-members, Any
regquest for s losn, in vrder to be granted, wmusi have the
spproval of all committee membors prssent, providing the lastter
constitute a mejority. However; if & lesn is refused, it mey
be ippaalsd t0 thyg Board of Mensgement, The committee hes the
sddstional takk of gupervising the repayment of ieuas. This is
an important fubhotion,; since & syetem vhiah_dttanyts to attain
the highest possible degrse of productivity in meking loans,
must be bamned e# punchnality of repayment. Undar no oiroum~

steancs oen A loan be made to & momber of the commiites elther
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a;rsosly, or indirsctly through # third party. It is the duty
of the Credit Committee to ndvise the Bosrd of Management
of the nsoesBary Messures to be taken %o ruéulata the movement o
ef funds acoording to the cesh veguirements and needs of the

aoclety.

The EBupervisory Coumittee, composed of threse members, is
feaced with the dutly of aarutﬁniz&ag the operstions of the scclety.
Porhaps 1ts most impertent tesk 14 to supsrvise the decisions of
the Credit Commitiem, partioulsrly in matters relating to losns

.or thelr ronewsl, snd collateral secourities. Also within the
purview of its activitlies ars the anditing of the books and en«
suring thet the ﬁtatutaﬁ, rales, by-lavs end decislons of the
Genoral Meohing sre graggr;z'ghsarrgégl Astuslly the Beard of
'8upnrv1siag-misht be oonsidered as & more pormensnt form of the
Genaral Mesting. In thin posfition, 1t i% within 1te pover to
dismios membere and employees, or, for suffloisnt cmuse, to
eonvoke an Emergency Oeneval Msating. At esoh General Mesting
ukv'&eara pubmits 4 writtean report of 1ts Cindinge. Like thoes
on the Credit Committee, 1t nmembers are neltheyr allowed to

ehtein leans from the eooiety, nox recelve salaries.

The intornal mensgensnt of the a@eiéty is aatfunte& to &
Mensger, ALl communication by membera with the affﬁeera or
coumittess must pese through his hands. In most oames he in the
only officer vho 18 antitled Lo receive » selary. He sctz ss the
book~keoper and custodisn of all funds and seocurites. Eince he
is personally responsilile for the soolety's funds, 1t ie eunienary

for tho Menagoer to deposit all money in eZeess of daily require-

ments yith a chertersd bank. As s further guaranteaw, he
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ie required Lo post sursty to ensure the faithful fulfilment of | j
his duties, He ham offective control over all emnloyses in so far |
88 he recommends eppointments and diemissals to thm-noard of |
Menagement. His ectivities are under the constent supervision of
all threo executive bdvarde, He 18 reguirdd to mske 8 monthly
report to the Board of Msnagemont and each yesr he must meke an
attestesd report of the financial position of the sosiety. This

atatsment , in turn; 18 pleced at the disposel of the members.

The Des jJardine asystem of ae~ops§at&ve banking, o8 descrided
sbove, forme the hesis of the present oredls union movement in
North Americs., Keeping this in mind, we nay procesd to s oonsiders~

tion of credit unlons in ¥nglish.speaking Cenade.



Teble 1 - PROGRESS OF CAISST POPULAIRES TH QUEEZC 1915-154b

Loane Srented Loane Granted

Cradit Total iz las: {inen- Einen Incepition
Taar Unions Hembers Aasetg Sheres Deposiis ciel year
1915 91 23,614 2,027,728
1520 113 31,752 6,306,965
1525 122 33,279 8,261,515
1930 179 45,767 11,178,810
1935 2082 k3,045 10,043,754
1536 234 kg 890 10,348,735
1937 256 57,216 13,275,488
1938 338 75,819 16,057,599k
193 . 00 89,878 17,792
979 (a) *%¢ 9’&5& | ’?9 ’Eg 21,000 26,000 35,000
1940 562 12&,111 21,&&0,9@1
1941 601 146,275 26,796,617 3,047,822 21,421,718 5,700,000 106,061,695
{(¢) 8 1,209 3k,822 29,281 3,538 hh, 097 115,185
1942 650 187,528 38,169,967 3,567,999 32,025,339 6,000,000 112,361,694
{(a) o 1,690 123,299 %3,8k2 28,398 81,243 258,399
1943 765 237,078 60,501,511k 4,652,638 52,589,247 10,000,000 122,061,6%h
(a) 10 1,530 - 158,279 61,226 28,91% 8L,01° 331,740
1544 852 300,183 77,87h,33h %,309,959 71,218,798 25,000,000 170,683,803
Source: DIominion Deparimeni of Agrieuliure (s} Memberzs of Monireel Credit Union Federstion Limztéd.

*lg
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CHAPTER TV

RNove Beotia

The hirth'ef people’s bankes in Canede outside of Quedbeo
hegan in Nova Scotia under the sponsoyship of the Bt. Francis
Zavier University. I% formed morely a part of whet one writey
hes celled a “r«nazaﬁanqa'iniAeadia“l This rensispsnce iz beyond
the scope of this éaquiry gXoept ® mention 1ts neture and connec-
tion with oredlt unione. It wes initisated by s group af_rathar
obsoure ¢ducetionel leaders with the purpose of reising the
iwoverished péeple of Nove Scotim {rom economic dependency snd
sxploivavion. Thie was to be ace&mgliahu& by presching & realistic
~and prectical philosophy of sotlon khet would educate tha nasees
in the velue of oonstructive Belif-help end co-operstion. Bince
the masse# could not come to the universlity, 1t ves decided thet
the university ahould go é@ the people. Therefore, the teschers
left the locture hells, thelr homs gnd sest of learning, and
went down inbto the towneé and wvillages, into the homes <©f ithe
pecple. Eere they taught them the value of siwdy 1n molving

their own sconomic problems,

The plan for sdult sducetion wee not new to Hova Beotls,
It hod been proposed and suoceesfully precticed on » snmall scels
for a number of yesrs b& Dr. 4. J. Tompkine, vice-president of
the university. In facv 1t was he who broughi maters to 8 glimex,
Through his efforts, the Dominion Parlisment wes foreed to

acknovledge the existing cuvnditions in the Maritimes, and 38 a

1) Bertraem B. Fowler "Theo Lord Helps Those.,.."
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result, appointed a Royal Commission in 1927 to conduct an
investigation. Included in the Commiseion's Report were re-
commendations for the organization of fishermen for group
aotion, the formetion of co-operatives, and s definite plen fer'
adult educstion. The conclusions of the commission supported the
teachings of Dr, Tompkins end supplied the imetus which brought
about the sdditlon of en extension depariment to the univereity
in 1930 under the direotion of Dr. M. M. Coady, for the express
purpose of adult education. In the search for a simple project
thet would be applicable to the whole of Eestern Nove Scotia,
and yet Borve as & firm basie for co-operative enterprise, the
educational leaders decided to investigate the feasibility of
credit unions. Although they were familar with the work of
Alphonse Des jardine in Quebec they turned to The Unlted States
for aaaistanee.a) |

It 18 diffioultte,'nn&orqtand_tha reason for overlooking the
system in opevation in Quedec. It would seem that it would bhe
more readily sdaptable in Nova Scotis then that operating in the
Uﬂitéd‘ﬁﬁatea, The economic and sooclal conditions in the small
villages in the Maritimes and in rurel Quebec were not beyond
comparison. Agein, both provinces wvere dealing with relhtively
hoﬁoganeous groups, (especially on the ground of race and oreed).
Furthermore, the Quebeec movemsnt deted back more than thirty years,
and thus offered a waalth’of experience on whioh sound principles
might be formulated. However, the fact that Nova Beotia 444 turn

to the United States may be expleined in many weys. In the firei

2) 1In order to appreciate the linking naiure of the oredit union
movement in the United States detween that of Quebec and Nova

Bootla, e very brief history of co-operative oredlt in thet
country is given in Appendix A
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place, a political end racisl bérriar sxisted betveen Nova
Footla and Quebec. The dlspleecement of induetry from the cosst
wostward into Quebsc could herdly feil to produce n senve of
hoeti11ty. The ihhabitente of the Maritimes blemed meny of
thelr probléna on the "exploitenion" earried on by the aemmardial
1#tare$ta of central Cannde, Buoh berricre as these 414 not
exiet between the Maritimes end the Unlted Btotes. 7The second
exXplenstion; invelves the question of egonomic depenlency. The
people of Nova Bootie found more sulteble merkets for their
privary producis invthe Unitved Btabes then they 4id in Quebes,
and their economy wae dapsndeﬁt to 8 lerge extent on these marketis.
It might be expested, therefore, that the American aphérs of ine
fluence would extend into the Maristimes, Lastly, ve mig%@vgxpeoﬁei
the sdaptetlion of the Amerioan ayatén beceuee it was mors “"popular”
thev ie, mcre publiciged, then the French-Canedian system., In
Quabec, the interest of the leaders of the movement was confined
to the ¥renoh-spesking ersae of Czasda. On the other hand, the
key-note of the oredit union movement in the Unlied Steaites was
nstional ex?anaian, and every savailebe mesns was employed in

seouring thisz end.

In 1931, the B¢. Francis Xevier University invited Mr., Roy
F. Bergengren Lo come to Nove Beotia for the pursose of ¢X-
pleining the sesentisls of c¢o-operativs eredit. Faevourably
improsssd by his testimony, the educationel leadere decided
to i{ntroduce the oredi: uniocn movement to Nova Beotie. Mr,
Borgengren pueisted 1n writing the legislstlion which was enscted
in 1982. In December of the seme year, this Americsn organizer
roturned and sstablished the flret two eredit unions in thet

provinos, In Janusxy 1933, the credlt unions received their
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chdrters, and thus initiated » movement thet today hae spanned

the Dominion.

To the canee of sdult efucation, the ocredit union vae
"t?a proo? of the pudding”. In the oredit union movement, the
poople could see & conorete and practicel embodiment of the
principles thet were baing-adfanueaby thelr zducatora. The wwo
nmutually benefited one another. Adult eduwocation iaa conoerned
with solving the sconomic prodlsme of the peopls, and in FNova
Eootie the mein problem was that of oredit, In meny cémmunities,
orsdit sgenoies 414 nob exist. In others vhere they 414 oxist
they vere not fiaancislly within the resch of the smell
borrover, nare\in Niva Sootis was the ssme laok of sound oredlt
thet hed moved Relffeimen, Luzzatti, sand Desjardine to action,
ﬂnwevar,ksn Hove Scotis the mein problem wes not one of driving
out the losn sherks, slthough the illegal lender was able to
oparete in some industriel sress. But e more serious problbn
vas the widespresad use of sales~¢6redite--a aitusvion that pleced
the farmers, fishormen, &nd miners at the meroy of the merchants.
Bsoause of the low prices received by the primary producer for
his goode, and the vrelatively high prioces he wee osnpﬂle&'to pay
for necessities, 1\ wee necessary for him to rely on the oredit
eltended to himiby the locel merchsnt. It wss not uncommon for
the interest ra%a on such oredit to exeeed thirty per~cent. The
result was thatziha personal property of the smell producer

was subjeot to 8 llen poscessed by the merochant.

The problex was sssentially one 9! tesching the poeople 8

mothod whereby they might regein control of the economic eystem.

This, then, was the ultimete gosl of the Nove Scotien sducationel



novenent. In echieving this goal, oredit unfoas vere %o pley

& ma jor part. In she Firet inetonce,; they vould be eaploysd o
salve the problen of short-term oredit. 4As the 1a8ividuel's seed
for 1t deersaned, and on sewets inorsesed, She oredit union
aculd then enter the wowre gensral field of nenking. Josus ﬁanig
bs msde avsilsole not snly %o the individusl buS aleo %6 G-

operstive organtizations. As thewe in Sumn expended, the need

for consuuer short.term oredit would bs reduosd o 8 ninious.

- The ﬁﬂi&‘§f~§§¥§1ﬂ¥§§ﬁ§.w¢§&¢ be weached 5% thet polnt whers the
pevple thenselves owned the Lanke, the stores, and the faotoriss,
end controlled $0 the bighest possible degres, the woonomy undey
whioh they lived. |

The positice of she oredis union t peondiar in eo far as it
1% supplemenvery sud even cosplesentayy So etber forms of one
osperative sndesvonr, In asny onues, 1% iw not belng weed o 3 an
sod in 1tself, but only no & Besns 0 85 Pnd-s«8 OO-OpEretive ;
 woonony. We nsed not enguive inte the effislency of the 60-
operative method of bdusiness. HNoy vere the Sﬁnﬁﬂtzkﬁﬁﬁﬁ of Howa
Bootis goncerned with the sffisiency of their saystem. ¥We must
guaﬁuhgr-%hnw go~cperation was introfuced %o Novs Sootis pot oy
wtcagg;ﬁs expedienagy, but of ;aﬁaﬁﬁittg. And what 1s imporisnt
to this trestise is She foot ﬁﬁsﬁ the whels ac-opevative movement

. 3)
in thet provinoe s baeed on the oredid uniou an » nesesnliiy.

) F&rﬁuya the £&a%§t
1) thet there i» = uloss ead necesssry conneotion vetween |
oredlt wnloalen agd wtler forme of oo«operstion in Move Beoatisy
£) Shet consumers’ suad producers’ ap-operatica in werious
finlds inoluding oredit, wae introduced Tor purposes uf nesRan ity
rother Rhan expediency;
#may bess be Lllustrated by the folloving sxcerph, weitites in
19358 oy » co-aperntive snthusisnaet,
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The whiile cow-operative movemoni in Nove Bootla hes as ’
its sirong foundation, and for ite very strength reliws upon,
preliminary study. The development of oredit untone thempelves
wee preceded by and grew out of the argantlatién «f study olubs
to investigeve the intricsvules of money and eredls. This novel
technigque, that of seeking and andarsﬁ:naing ths prodler before
ettempiing to remedy 1¢, scoounte for mucsh of the vuccsss of
YThe Nove Scotian Fxperiment®, It teught the people the phlloso-
phy that the credit union wee not an esteblished finsncisl
penscens to de spplied Lo &heir GONNORY, hq% rether & system Yo
be studied snd understood by the petple, and to be formed by end
for them, Above all, 1t cweught %homvtha value of self-applisd

disoipline in solving their problems.

"ot ue coneider the primery purposs of a Credit Union - the
promotion of thrift, Are our pevple unthrifey? Yes: 1lsst year
in one county in esctern Nova Bootis over $106,000 worth of
iiguor wvae eold at & government shop. Yet in thet zsme county
only sbout buk-helf the teXse were collsoted - Teschors remsinggy
unpaid. In our province in the last few yesvrs millions have )
tguandersd on liguor, on nesdlens mobtor cars, et¢, yet précticmlly
#1)1 the profit on the same has gone to Onberic, Quebeo sutc plantes,
dintillerior in Englend, E€cotland, Irelsnd, Ttely, Frence, eotd,

"Millions of Kove Seotisns' monsy Reave been token by our bhenke
and invested in Onsério snd Quedec industries vo furnish
empi¥ment 1o Contrel Cansdddn people, We supply much of the
money Lo do this, and sthen complein of the leck of provinoilsl
industyies with resulient unsmployment,

"Co-pporvetive lobuler feotories, stores, and community
industyios heve 41fficuliy in evecuring cepitel. Nove Bootiens
must reslime thet the finencing of our own venturee must be done
by ourselves. The Credit Union furnishes the medium.”

- Joseph Maeleseo, B.A., -~ "Oredit Unione"™ -~ page 1.0
Fatoneion Deperiment, £t, Francie Xevier Universisy,
Antigonish, Nove Bootls (Eept. 1938)



"
%ﬁﬁé?ﬁll; spsaking, !géming in Nova Ecotin. hed bsaa'f&rv
.Seken by the rising gensrvation of 2hs pest fev decades, Those
who 414 nocupy ahem§g1¥é& a8 farmere, enpkysd antiqueted methods,
Agrvicultursl @?ﬁ&a@ﬁa, therefore, were of an iﬁf&?&ﬁr géiéa, and
basouse of this, no orgenised sysien ﬁﬁ'uawkaézﬁg was poseidle.
A sltustion srops whore Lhe fermsrs wers poverty-siricken through
laok of merkeisn, while the urban aaatrnﬁvﬁﬁra tmporiing agyiaﬁlw
tural profusse from other provinces. In mn attempt %@~raxeéy
vhis gituavion, siudy club® wers formed im order to teach vhe
farmare pathodes of sgrieunliural improvenmentis snd wmerketing. Phe
shudy elubr were fgrnzahéé by the governwment with meierisl con-
cerding the luprovement snd grading af sipek. The farmers were
urgef to siudy the go-operativs mﬁ:k#%ins'ﬁﬁﬁhaég af the %ﬁ&&ﬁhﬁw;
vign sountrias . ?aui&& with knowlaedge, the study groupe gl&nﬁ#&
farming end warketing proosdurer which would suii thefr ovn nesds,
?ha'iaéﬁviéﬁai then surned to hié oredi’ union whioh hed been
formed during the windy peried, for askisencs 'n financing peymenst
for ssed; fgr%iliﬁér, énd catile. Merketing poole f?nﬁaéa& by
whe gredlis union ware than argeaisw§‘ Theee greded end sent the
goods éﬁxgesiy’%e Belifax, the uluimese merkev. Needlows Lo say
she farpeve afforis were rewsrded By incressed anles and selling

ﬁt‘l geb .,

Crediv untons, smpbying the educstional sechnique, hsd even
grosier snocers suonyg the Tishermen. The fi%h%ag.inéaa%ry hed
also bssn subject 4o deeline in the lete 1980's., In %ka esyly
part of the century, the fish had besn sold dAiresily to whe
larger dselsrs who ceme from Bal!fex during she fisbing seadon.
Conpetitive bidding uwended Lo kesp priced st a relatively high

level. 1In sddfulon, and as A service o the fishermen, the desler



usually supplied fishing gesr 8t delov retwail griaas‘ As vhe
bueiness of the wholevele dealsrs inaressed, they found 14
uaprofisable 4o coms op send representeitives Lo vhe fishing hamlets
te buy, OGesdually s new syetem evolved whereby Llooel egencies |
eprang up Lo purehsse the fish end forwsrd shem to the lavae
wholeselers 1n Helifex, Tn moei casee the loeal Bgent was %h@'
villege wmerchant who ¢1so supplied the fishernen with hie éaguﬁréé
gear a1 retmil pricee, By extsnding oredit, ithe logel ﬁﬁraaaaa, #?a?
8 peviod of yeers, wvas able v plece the fishermen in en sdverse
eredlt ponition, 2his snmbled him Lo aet Lhe pricas ak ﬁhiak he
#ould bduy the Fishermen*s esiteh. Very sfien the latier would

reoeive less thean one-third vhe going merkes prios.

Agsin ié wae the swudy elub #nd the ovedit unilon that raised
the fishernen from thelir poveriy. Bevinge made within the gredit
union sllowdd them to buy the!ir squipment for cssh on & aaaa§¢¥¢;
$Tve bBaeie, thus afferding » merked reduetlion in sot, Fish
shipped by & nmearketing ¢o-operstive direetly to the Boston narket
breughts the hfghsgatgrigeﬁ. Crediv union Fipencing ellowed the
erection ¢f ptorsge s;yaka§§§s, g0 that fish productes gould he
storsd wntil merket prices vers moss suiiedle. DPuring this storage
period, individuel fishermen ¢ould varry on by weans of & sred)s

wnion loan.

In the veses above, we heve Boen the uee of eredlt unlone in
providing funde for productive purposes, Hovevar, s very large
propériion ef loens ary mede for nén~§§@ﬁna%$$e yer provident

purposes. Let us note s fow sXemples of theee from the eXperience

k) T4 - pages B-9



6f eradlt unions in emstern Novae Scotis.

"A member of one Oredit Union wishsd ko garéhaae ] 3%9?5‘
The time price was $75.00. An appes) was mede to the Credkt
Unton, the oredit committee of whick meked the member to offer
ths merghent §95.00 ocash. The Btove was purshessd et thet prics -
the losn being granted afver the oredlt committes was fully setisw
fiod thet 8 nov stove wee an sabeolute nevessity For the menbers,
Anothor member wished to make sone nesessery repaiss to WS houss.
The contrsetor's price was $150,00. On applyins to the COreditv
Union for @ loan, the sredlt sommitiee (one of whom wee & ceypenter)
thinking Lhe price asked eXowssive, told the member kv offer §82,.00
for the Job., The sontrecior sgresd Lty the prigs Qaﬁ the loun wes
wade, soving sbout HT70.00 to the member. The child of another
nenber war suddenly stricken 111, The doetors found thet sn vpers-
tion, whick could be performed only et the Vietoris General Hospitel
tn Helifex, was nscesamry to save twe Life. A few hours after the
mombers spplicntion for a losn of $40,.00 ves veceived, ‘the child

vwees ou the trasin for Helifex,

"A monber of ons Credit Union found that he ocould not neet
the pgymente on his morigege. HNe wae abouit to lose his home which
he knéﬁgarehaﬁa& Juet before Lhe depression. He appeslied to M
Credlt Union Tor sssistance., The Oredit Union waes young snd could
not meet ths total indehtofdiness, but the officsys lunedisily 3o in
touch with the loan soupany and ware sueoessful in negotisting e
asﬁ%lamonh whet enabled ithem to wake & ressonable loan %o the
mwamboyr ae u@tl 2 arranging m@ntﬁly payments within his means, The

home wes asaved for the mamber)
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We unet not Jumwp Lo the oonelusion thet heseurs of the
co-uperative wovement, Nove Ecooila has $a§n Tifved Irom Lite poverty.
iai&sé'it hes Beppened in very few seotions, Bven until the §E§~.
broak of World War 1T we find omses of f1s8h being throwa Inte the
‘age while cesl miners go hungry: of cé%ies %B%ﬁg dumped into the
sovan while fishwrmen ﬁﬁy 1aporied fyulte; of ovel-mining ﬁeaaﬁaat§
rusting while Toreign aosl is piled on the Balifsx docke; of farme
lying sbandoned while tene of willions of dollsvs of fondesuffe
are Iimporied snoually. ALYl thie preveiled becsuse of lack of mer-
kots and more basically, k&éﬁ&ée the gevééa ﬁi& not have finenoisl
acntrrl of the economy in which they lived, Ts gein control wes

the prisssy ein of the Antigonish Co-operstive Movement,

In anelysing the Credild ﬁaiéﬁ.geaiﬁﬁia& Aot of Hove Bootia
ve find thet 1% ie guite similer to the legislation found in
Quebes. One suriking difference (s found in the dinmtribution of
the reservs fﬁn&?} Ve have @a&a,§£s§ in Guebeo 1t mey 1ot be 4dig.
sributed among %kﬁ*ﬁﬁﬁﬁ#?&vﬁﬁﬁﬁ¥ any c¢ircumssences., 1n'§ava Beootis
1t way be distriduied among vhe mombers on dissolution alﬁag,ﬁiﬁk
the othor sumets of the arvedit uwnion, Any dfssdventage in the
provision lies in the Teet thet & ovedit union might surrender ite
eharver with the convent of Lhres-qusrters of it pembers at # Sime
whon noney was soerdes and ﬁhéﬁ @3s#am%:§ka oxedit vnion from opers~
“ing at # Hime whem 1te wspvives 3§é’aaéas@ mobt, The short-run
gailn that would msterialise :iﬁk dsesnlution night ontwelgh. @ua"

leng~-trun gein efforded by continued opsretions. Such & provieion

%) Bome eredlt union efficlsls oriticize the faet Lhat reserve
funds tend to become teo lsrge under government legislation,
These funde cennot be put into produective use snd ere lost Lo
the eoniributing membars., On &issoludion, 1t way be snother
generation thet will reosive the benefit of the distridution
of these funde,



then might affeet the permenency of the organigation.

Boections 3k and 35 of the Aok, are slse open %o oritioism,
They provide the following: | |

fenation 34t "A oredit union msy borrow from sny sources in e .
totgl sum whish Rhell 6ot exaend Tifvy gér sont, of its saplitel,
doaponites and aﬂ?ﬁa& upen & resclution of the divectors but for
shy smount Qv&g twenty~-Live per oent, of 1t ¢rpitel, deposiim and
gurplue only efier much resolution has besn confirmed ee provided
in Ssction 35 of this Ast, but in each ¢see only with the oonsent
of the Regiatyay," |

Beotlon 351 "No resolution referrwd +o in Beotion 34 of thls
Act shall take offect 1f the amount o be borroved is over twenty-
five par ovent. of i1te ocepitel, depoeikd 2nd surplas unlees snd until
{4 hee boen confiymed by e vote of net leer then thres-quarters
af the wenmbers present gt a gﬁn@rai neating of the eredit union
whlch nuwmber shell not ke lers then & guorum 4Anly celled for cons 1d-
ering snch resdlution, by notice specifying the terme of the resolu-
“bion tp be econfirmed; or until uasnimduwely sanotioned in writing by

the wewbere of the oredii union,"

The divectors then ney ?errsw, vithout bhe consent of the '
wenbers, wp to tventy~-Tive per gaat. of 1te capital, deposits and
eurplue, snd wiih their sonsent up o f£ifty per sent. of this
pmount., Let us consider a case wherv sn smount squel to twenby
five per sent. of the capital, deposite end surplus is borrowed.
For sake of simpliolsty small and convenisnd smounte srs chosen.
Althoungh the smaunta nay bes far vemoved from resality, the exanmple

s giveonmersly to 1llustrats & prinsiple.
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‘rﬁui 8 1ne of Qhar@&..“.ou.n.n-;.n...y@l@.ﬁ’?
Toual &ﬂﬁﬁﬁit&;;«&«:tn:.au;«qnftcscqé-&vt;fc ?@'g@ﬁ
5";‘?1%:;9&-14*‘1&.Ct'iei.fgoat't.ﬂttihihgnn Eaigg

$160.00

Total amvount thet mey be borrowed under Aot«$2%5,00
- without the evnsent of the membors.

Mombore VYalum of Deposite Totel fhare ol
Eharas  Invastment = Risk
$ & ¢ & & %
A b, Q. b, 5 10. ko
B 3. £3. 28, 35 T:5 30
¢ 1, 25, 26, 384 2.5 10
n 1. . 20, 21, a6 2.5 10
Humber of monbers - 5 Par valwe of cheves $1,

From the teble we see thet member A, slithough hie caplital

inveetment compriser only 5% of the total investment, he chares

40% of the riek involved, In conirest bte this, member ¢, slthough

Ri# totsl invertment comprices 3JRLI% of ihe totel invesiment he

sheres only 104 of the riszk. The eritioiem of thie prectice lies

“in the feet thet elthough the amount borrowed depende on the totsl

investment of the nombers plue the swount of the surplue, the risk

involved depends on the number of sheret hsld. The vriter holéds

thet the sncuni thet may Ye berrowesd should only depend on the

améua% of petd-up share cepital, TP @& oredit union should fatl,

thie provisiocn, in effect, penellzsm the shereholder, the "back-
bone” of the orgenization., The prodlem s sscentusted 1m %hrqa
veys. In whe fiyst pleve, thers im & tendency, In the long wrun,
for the amount of the &deposite to outgrov the smount of mherss,
tho oredis unlon growe largsr, the number of now and potentisl |
membors tende 0 dsovessa. Older n@ﬂkérs ingreane ﬂaﬁa&i%a in

preference %o sherss, and in sany cases, they evs limtted in the
nupbey of shares thet they mey hold bp the credit anion By-laws.

An



i
Becondly, depositore are generel cresditore of the soelety, and as

such receive ;rafaasﬁnsren liguidation. Thirdly, loane mede to
finance the purchese of shares sre & common prectice. The oredld
unlon'es mesets may become inflated. QhuE; funde thet maey be
legelly borrowed may be bassd sn "ledge™ capital, that iz cepital

arsated by &8 mere hovk-keepling entry.

&ncther &ilference beltwsen the legisletion in Quelkec and in
Nove Sooiia lles in the vight of the officers of the aemaﬁiatiaﬁ
to borrow Trom the soelety. In Guebeo, no officexr may apply far.a
loen vhile he i5 holding office. x§ Nova Bootie, an officer mey
borrow up te an amount equel to his kéldings in vhe zpciety mads
up ﬁf'ﬁheree, deposiis and sccumulated eavnings. Any amount in
oXcess of this must bhe &ppr@yaa by a vote of two-thirds of the
other memberes of the Board of Dilrectors, and the Cradli and Super~

vigory Committaeen sitbting together.

All sredit &niané-&n Rova Bgotis must be incorporaied gn&sr
the provision of the Credit Union Societlies Act Deing Chapter 11l
of the Hova Gootis Iawe, (1932), s= smended in 1935, 1938, 1939
and 1940. The growth of credlt wunions in the province since
the passing of the Mei 18 mesn in Table 2.‘

The need for & central orgeniszation of orsdlit unions wes
recngnized early in thelr deviopmens in Hovs ssﬁtia.k) It took
- the Torm of the Nove Booitia Credit Union lLeague. The lesgus,

formed in 1934 wae incorporsted under the SBtatutes of Nova Bcotia,

4) Much of the meterisl thet followe is embodiod in & brief present
o8 on behall af the Nove Beotle Creddt Unlon Leagae to the
Royel Commisslon on Texstion of Co-operatives et Helifax,
Nova Seotia, Mersh 5, 6, T, 1945, .
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5) 4 E o
1938,  with tus by-leve belng eprroved By the Lisutansni-Buvernore
in-Council on Fepiember 2th of that year. Mexberehip 18 woluntery
and open to nll oredlt unioms 1in the provings upon pEyment of en
sptranoe fee ag $2.00 sné ugan,appvaval ¢ the Board of Direstors
of the League ; 0f the 813 oredit unicns [n the provines, 185 sre
neambere of ths Losgue. With refersnce 60 1iability of lue aemh&ra;
Beotion 10 of the Act of inoorporation gtster "no CGredit Union hold.
ing wembereshiy ivn the Leeuge shall be %inhia for the debts or
1iebillties of the League to¢ 8 grester emownt In the whole then tts
unpeidé fees, Aduer or sedesiment, unless such Credit Union has
ﬁaa&&rﬁé 1gnelf 11#&1@ for a gr&st#r:a&aun% by beconing sureiy for

the debte of the Lemgus.”

The Bogrd of Diraestowe 1r eppointed 8% an snnual mesting of
the delogebtes reprevanting wmember oredif wanlons, sach crodlv unlon

being entliled Lo semd btwo voting delegates to bthils masiing.

The objests and purposes of the Lesuge an set forib in the
At of Incorporation arey

(a) To prowmote tho organiseition and develupment of Credlt
Unions in the Proviace of Rove Bootis, and Lo encounrags co-operstion
apong the Credis Unione;

{v) 7o disseninate information regerding Orsddt Unions end
their m@kh&da of orgenigsiion snd opevation; and to Tosker by svery
lavwful means the qegﬁen good and welfere of Credic Untonsg

(o) To i1mprove the internal manaésmuhﬁ of CGredit Unionr and

t¢ cowordinave thelr operating methods and practices

%) 2 @eo, VI » Chaptoer 72 - An Act 4o Incorporate The Nowa Sootle
Credit Union Lesgue

6) A% en annuel meeting of the Lemgue held on July 20, 1945, the

Neneging Dirseotor, Prof A, B, MecDonsld reported thet the League
aftor ten years 1a operstion ves not yet on a sax!asagynrt%ng
. Benin,
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(4) To spprove and copyright all book~kesping forms end
reaarﬁé used or to be used by Credlt Unions, with ¢ viev to
maintaining a uniform systen of Credit Union book-keeping and
othsr office suppliesn for the purpose of re-sale to Credit Unionas,
and to wse eny profite resuliing from such dusiness activities Ter
the general purposes of the League; |

(3) To srrsnge for the group bonding or insurence of Credit
Union samployees holding posltions of trust, in order to proteot
Credbt Union funds against lons; |

(£} 9To secept anévadmightﬁé'any voluntary oontribution or
obher subdbsidy thet nay bhe recelived by the league;

() "To recelve such meonepy e# may be leposited with the
Lesgue by Credit Unlone holding memberwvhip therein, and te losn the
moneys eo reosived to Oredit Unions borrowing undey Eections 3b and
3% of Chapter 11 of the Aoty of 1932, snd in tha abeence of such
loan demend to ia?eas the seld moneys ia the investiments provided
for in Seotion 1?(&)?)af the sald Bhapter, or te deposit the said

'maness in the chartered benks of Canede,”

The activities of the Leagus are cerried on by three deperiments
the e&naati@nsi end promotional depayiment, the pristing depariment,
and the deposilt and losn depariment, The firest of {these, as the.
neme suggesie, gravidas the educational and promotionsl feallities
naeeanary to the formetion and orgeniszetion of new 8redit unions,
Special attention and guidance 18 given to those oredit unions which
heve not hed the benefit of advancsd leadership. This 1is pnrtioulari

the oase in yural areas, Thoe department finances 18 activities by

7) 7This saection permliis @ oredit union "to invest in any legsel
investmontis suthorised by lav for trust funds in the Province
of Nove Bootia™
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the funda providsd by memdershiy fese and such snnuel dues schesped
tomubere ss may from time O tims be sgresd upon 2t tks snnuel

sonvention of the Leeague,

The Printing Depertment war set up in Mereh 1941, &nt'ta the
d1ffloulsy encounternd by $redit unlona in obteining book-kesping
supplies and oither printed metter., Presvioue to the formstion of
%kgs deperiment, there hed beon twe sourser of supply, one in |
Quedhas, ané bhe other 4in the United Etuten, The Lengue had soted
s8 purcheslng agent on bekel? of 2te membsre. Due to war conditions
and other ¢ensss, the Lesgus had aizfiaﬂl%g;iﬁ shieining deliveriesn,
. For whis reseon, the departmens wes founded. Today 1% printe all
book~keeping forms, spoglial forms end educkiionsi 1iﬁ&r&%#¥a, and
gl se @ ééﬁ%?ﬁl seupply bouseg for mll eredi’s unione in the Mari-

time Provinces.

The Deposlt and Loan Deperiment wes Innugl roted on Merch E£1,
1939 for t&mlszgrmaﬁ purpeses nf scocpiing for depostt éﬁﬁran$ae
and surplus funde of oredit unlons in the province and provéing
‘& source from which the membor soeistios might borrow. .This
department then, sste ae & aéatr&i ¢redit unlon for i1ts maspber
gsopvletise. Loanz are neade 8L 8 rase of one-helf per centum per
month. At Deosmber 21, 19kk, $8,400.00 kad bYesn a0 losned., The
totml invested in liguid seocurities 86 #t% December 31, 1?58
smounted to $288,790.3k, In sddtiulon to 1ts investwments in liguid
sesurtiiies, laené Beve been wade mvailable to cered!s union mmmders
en the veaurity of first morigeger on lmproved yeal sttoate st 8
rete of interest of 5% per snnum ocslouleted hsalf yearly and not

in advange, the prinsipel and interect boing emortiged over the term

of the morigege. The Tirst of thess loens, in an smount of $2800.00



8%,
vae grapted on Merch 29, 1943 snd et Decombey 3lst,, 1904k, »
tokal of $128,265.00 hed been loenecd %o sl¥ty-threse oredit unton
members in the provinge, Up to date no default on &neialment
peymente hed becn made By 2Ry borrower, A 8 protechlve monsure,
2ach norigagee 1o edviesd 4o €ffect nypon hie 1ifs ¢ Eingle Promium
Decrepaing Term Inenrvance Policy with the Cuns Mutuml Ineurence
Booslety In an amount equal to the prineipal of snd the interest on
the loan, and for & term equel o the torm &r.ﬁha portgsge. The
pllicy zg-ma&e payadhle to the Leagua‘ana the praminm is payable
in advence. Tn ithe event of the derth of the morigegse during the
teym of ihe mortgege, the pollioy provides proteection Lo en smount
wgual o the belence of ithe pringipel end intercet due end peysbid
on the nortgags at the dete of death. OF the norigager thet are
sutstending eigh% are held on properttesr tituate and beling In rursl
communlilen, twenty-oight in mining towne, and ivenuy-peven in urben
centrse., In addlition to the serviess provided by the above thres
dﬁ?artmente, the League alaé ﬁﬁ?&?%iﬁﬁﬁ‘th& bonding of Tressurers
end Bub-Tresgurersof )1 eraﬁitfugaana in the provinge. A charge
of fifiy cunte per éheuasn& 1 mede for this servise. The revenve
in glscaﬁ in 8 Bonding Reserve soconunt in sniloipation of the time

vhen ihe Lesgue oan seot up 1ts own bonding department.

The surpiue sarninge of cenh depertment, efuver provieion for
selarirs and eXponses of mensgement, eye rateined or dlpiriduted
1n the follewing menner. The surplus sarnings of the cduncational
depariment ars hold in reeoyve Tor future sducetionel needs and de.
posited in & chartersd bank. At the end of the fiveal yeer, Juns 30,

4
194k, these surplus sarninge amounted to $6,494.59, The sarnings o

the printing deperiment sare placed In 8 reserve Bob up for future



eontingangies,. During the firet three Fears of 1is exi&zaaezf‘
this deperiment sperated ot 4 lose, hut st the ond of she fiwcal
yoar ending June 30, 19%h tkers ves sn esrned balance of $11k.18,
At the ond of the Tiscal yesr, June 30, 13kk the surplus ecaralngs
of the Deposit and Losn Depercvment awounted to $8,973.80¢ and
they were sllicested se followss

% b4B.7» gﬁ gf the %woitsl pleced in Zducailonel
an .
6,630.30 3% intverest psid on surplius funds scsspiad
, from mombers for deposlt
802.87 9% interwst paid on Guarsniee funds
4 sesoplod from members for deposit
1,00k, Us  Beience verried into & veserve fund

$0,975. B0 Totsl earmingy of Depeslt snd Losn Depsri-
sment,
Before concluding our dlseussion of the Nova Henidie Credit
Unlon Lesague, 8nd the Zeom ral trostmont of credlt unlons in Nova
Boptie we 2ight aske note o the Losguas's affidliasion with the

Sradlit Union Hasiona) Acsoslation (LUNH)

At the Annuel Convention of the Lesgue held in July, 1940,
the dslegetes prsseoni unsnimously votsd to effilate with %he Americs
aspvtiation., Among the bumefits then wary Qexived was the right of
sredit anion membore Lo cake advantage of che low rete types of
iasurance offered by the Aspoglasion, Through this affiliatioen,
iBe League has obtsinged germission to print snd dissribute in
Cansdas the standardized bookekesping forme for owsdlt uniens., In
sddition, the Loague fo furnished with infeormstion with roesypect
to legielation and supwwvizion sffeoting the movenont In the Usnitpd

Staten and Consde.

Two delsgetes from the Leaguw sre sntitled to stiend the
Ansusl Meebting of the Asgocistion and to vovs on 81l wepibern

brovght befovrs the Assooistion,
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Progress of Credit Usnlons iz NHowe Seodte {1935 - 1585}

oean Granted in Loans
Depoaits Leet Fioaneilsl Greated Siuce
Yoar Inoepiion

Yotal
Ennety

Ruabeyr of Humier of

Yesr Lyedit Unionz Bumbirs Shuares

1935 {a}
1335 {a)
1937 (2}

1938 (a}

1939 {2}
1949 (s}
18481 {e)
19k2 {o)
19h3 {e)

195k {e)

59

71
15%
148
182
159
291
202
204
213

G503
12,178
17,173
28,569
27,313
27,951
28,14k
28,533
28,850
31,796

130,243
265,043
336,503
603,459
748,269
92k, 751
1,055,731
1,225,098
1,469,281
2,026,798

chi ) bhE
k05,539
555,419
678,598
828,858
ok 3,696
1,006,517
15337, Th
1,532,987

3,000
7,682
7,472

12,198

18,132

13,255

33,005

38,98%

58,325

374,524

646,350

752,672
559,851
939,348
938,699
892,174
1,065,812
1,381,883

BED, GO

89k, 924
1,5h1,27%
2,293,946
2,833,387
3,523,235
h, 763,925
5,655,099
6,719,911
4,482,131

{2} <Celendar Yeer
{5) Hine Months
{¢} Year Esnding Septemder 30tk

speds Tear Book and Gther Pominion
Soveranent Pubkiiestions.

Souroe:
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CHAPTER ¥

New Bkangvisk snd Prince~tdward Island

Qredly Unionisnm in New Brunewiok nrose direcily from taa;de~
wmand of rural and urben groupe withian the provinoe, which had learn.
¢d of 1us suceoess in Hove Seotie. The Nev Brunswick Couneil of
Iabour, the Trades and Lebour Counsil, the Fermers' and Degiry-
ns#a‘ Aesocieation, and other intereeced bodies, demsnded thet
legislation be pessed Lo sllev the incorporstion of credit unions
within the provinee, Such & b1ll wae drsfied snd under en order of
the Governor-i{n~Council of May 23rd, 1936, the New Brunswick Credis
Union Soocleties Act wap brought into forge on June 1, 1936, Yor

the most part the Aot wee based on thav in eXistence in Nove footla.

In enalysing the Qredic Union Boecisties Avt of Nev Brunavwisk,

there sre two or three sestions that sre of special intersst.

unaar-ﬁaa%ian 5; whiech 18 concernsd wisth the objJects and
purposes for which a8 oredit union mey be incorporsted, sub-soction
"3" states that 8 oredlit wnion may be incorporatsd “to duy for
re~-sple Lo members, such sritcles (and those only) e sre necessary
for the support of iiro vy Tor the carrying on of thelr industry.”
In effeect, then, this prevision allove ths credlit union Lo enter
into the fisld et‘eausummra*.eamepar&uiva business, £uoh e
provision, if implemented Lo eny exten:, sould become védry dan.
gerous to the atability of the oredit union. One would not
strongly obhjeot %o 2 practice which slloved ithe credit union, on
bebslf of 1te Interested members and by deduction from thelr
tndividuel sevings seccounis, to buy producers' goods or nee-

ceseitlern of life in large guentities,or as one unit, in order

to effect n saving Vo those monbers. However, 1f we asnslyse the
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provieton of sub-seosione “4%, Seotion %, we Fiad kbat 1t sllows
for something quite different. The phrace "to buy for ro-sale
to womborw™ ellewe the eredit union, in the first plesce, to
purchaegs goods vith the genersl funde of all memdbers, whothey
they sre iaﬁeﬁaﬂxaé in purchesing such éaaﬁs sy not, The money
need not come specificeslliy from the omplital supplied by members
intending Vo garahasé goods, in the form of » dsductinn from éhair
pavings sooounte,. In the second plade, such 8 provisicn sllovse
the eredit whion o Bel up Buoek-in-irade Lo Be resold Lo wembers
a8 thely needs for goods ariece. Tn thie way, @n§ of the prémary
purpones of the oredlt unlon !8 defented ~« the pooling of vhe
resourcsae of %haaa mewbers who trﬁ‘gﬁ% in ﬁrwnen@ need of them
for the purposs of 1@:&&@3 these amounit thobe wenbers whoe srye
in need of funds. Obviously, money oannot be losnwd 1f 4t 1 in
» non-iiquid state in the form of coneumers' goods. Agatin, posor
wANS gement wWey lend to the sequisition of goods which, due %o
aufars?aa a%raauaﬁan;as; may not be resdily bought by menberve,

An sleument of risk_is involved in the purshasing of consusers’
5@663 in large gquaniiicies for re-gole Lo & gnblis whoes domand

ie unetshle and ever-ghenging, snd shis risk hes no plees in the
aovivivios of & Sredit unlen vhose maln purpose is Lo euphly
sredit, ,I%lzn éiff&eul% enough %o ésénr@ wvhe etrvﬁeae ¢f sn ine-
expérien&a& leymen who 1o capeble of prudenily conduciing ithe
pffairs of a oredls ﬂﬁi@ﬁ.. But $% 18 folly to expect him, in
addtiion, to foreee the domend of sredlt union members for oon.
sumera® produsis end, in general, to conduct and effictently

mensge the affairs of & rotail Btore.

e might be afgua&, however, thet the drediy uaion ie
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resiricted in ite co-operstive buying asd selling setivities

by the fsot that it may oaly ael)l "eunoh artislies {mnd those aal;}'
58 are uoeeséary far the support of 1life or for carryling on-
theiy induatry,” But whet srticles does this statemsnt include
aend exolude? Undoubtedly, the articlers nesgeenary for the
gupport of life within the mesning of the Aot sre those whieh
#llov us te melnitein oy improve our present "stendard of Lliving”.
But this again {s 8 vague phrase, Should » orsdit union be |
elloved to stook farm implenents; sesd, Tertilizer, grocerigs,
refrigerstors, and sutomobiles? Where should the line be drevat
In the laat analysis, ve must sdmit that the nevessitles of 1life
snd those thiags nesessary for the mesber Lo garry or hig ine
fustyy must be restricbted to inelnde only those artisles for
which %here 18 8 suffleisnt demand to versant purchase in the
first Ivatsoee. Bowewer, this is not s restriction in any

pense of the word, %&#&nsa 1t lesves the deciation sntirely up

to the purchsnsing #gtm& a8 %o what Joes or dves notl eonstitute

a prodyvat ia demend and as 9 hovw great ie the extent of thie

fdems sd .

The theals thet cv-operative retalling of consuners”® goods
and the selivities of & ceo-operetive oredil gociety should remesin
seprrate and &#isbinet 1e supported by the Pprinciples aud phile-
soph; of gu-opsretion itself. One principle of qo-operation in
any fTorm is that of self-finmncing where poseiible for & Agfinite
purpose. Ideslly, the purposs of £inancing A ConPULETE’ 0O«
operative ia to provide 1ty menbeys with consumers' goods,
ldeally, the purpose of flueneing m ocredit ualon is o provide

ite mempers with & wmode of seving 2.8 a zource of eredit. In

ecxll casen, the member fisasnces the venture beoruse Lo intends
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to parvieke of the werviees thet angh xn;ﬁwgaaiaatian abould pre-
vide. In bovh cesee the astusl services should be Finaneed Ly the
sonsumery of those ewrvices. In the pese of & counsumer co-operstive,
this ia true. However, ia the case if the member s lavested
vapitul of s oredit union 1g diverted from the original sud prdwery
purpose, and ased for go-opersative buylug, then, Lbke servicens of
$he oredit unlv: are not necesearily welang finenced by the sonsumey

of those serviges aloae,

One of the basle principles of consusers' co-operatives, In
fagt,one o the famous Roehdale principles referred to iu Chepier 1,
i that a1l transections should e on & cash banis. On the other
kand; the business of the oredit unlon ie %o extend eredit. Wien
these bYwo organicstions sye sergzed, however, there night be a2 ten~
denoy Tor the ?ingﬁgiai success of the conpumerr: ao-aperative %o
ne dependent oo the oredit wanlon. In other words, &t & time when the
aa#agsxatsag Lreandth has allﬁrga gtook on bend, snd when nany of ita
nembers lsclk &nffiéieaﬁ purchesding powsr to procuve Lhese goods,
shen theve might e » tendency for the srganization %o extend oredit
%9 the consumer i: urder %o reduce the sitock of goeds snd thus keep
che co-cpevative orsaek from falling. Ia &ffect, then; the ocon- |
fumers’ co-operstive brsneh of tuie credit unlion would be selliag
yoods o Credll L; & wWere pock-keepling entry, trensferring the funds
yeom the eredit w.ion bYrasuch te the consumers’ go-opereative ursnoch

of Lhbe zame orgaunlisetlion,

Apsin may 1t be pointed cut thet the sepltal of 8 consumers’
co-opavative is in the form of noa-liquid nasetn, while the capital
of » eredit union should be Par the larger perit in the fora of

;ghily liguid swoets., For ouz type of & co-operative snterprise tav
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cerry on the funetions of the other type is %0 vesken the effective.

ness of the forser.

éafore lesving thie dicouesion, 1¢ might be polinted aut that,
althougb the writer strongly objests to & liaking of these two
types of eo.operation into one organipetien, there ilm no objection
to 2 oredit uulon, under ceriain olveusmstances, fTinenclally assiet.
‘ing mnother separste and 416%ingt co-operative scoiety having
nenbership in the oredid ﬁﬁiﬁﬁf There ere Lises when such essist-
ence is Fipenoielly sound ez a nesns of inveating surplus aseots.
There may be lastences where the membershiips in either orgealzation
iz gomposed of the same Iindivideale. There ia no ohjection to this,
providing ench opereles sa & separste ond distinet unit acd not an

B single unit under one polioy.

Pu further sauslysis, the writer is peviturbded by Sectlon 1D
@f the Aot unlder dissuvmsion, whigh rw&éa ag follows:”

“?gsn the Bouyd spproving of eun applicetion for wembershiyp,
or an applicetlion for the w&%harswal from menbership, the seore-
tary shall meke duw esotyy of sueh deselsion in the m&mharaﬁiy and
818 for bl

share book, Upon s memder withdraving, le shall be

share or sheores such price se the Board may decide ie @ fair value

for the ssme, nnd .y cerktificate or sertiftcates of sharse that

have Ueen issued to such s swember shall be returued Lo the vredit
union end werked caaoelled, Payment need not de wuade until the

expirvetion of ninety days after notice af'vitharnwai has been given.”

1) Ve might here refer %o the Uredit Union Societies Ast of Nove
Bootla, Bestion 18, which allows 2 sredlt union "to meke loans
to 8 oco-operative socisty or other osrganisation having member.
ship 4o the orediv union,”
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¥o 8 voluniery oergenivation such ze 2 oredit union, therels
enly one fsir ssiue that should be peid for shaves bthat sre redees.
¢d by the credit union et the requead of the member smad thei la
the par value, Those who Join such en argaaisatian 4o vo with the
objeet of scoumnlating capitel by small peayments and at the same
time for the purpose of belng able te rely on the oredit unien For
funds in cease of swergency. They have no ifntenticn of entering a |
risk-taking enterprise for the purpoee of sarning large 4ividends
on thely invested cepitel. Iadeed; the income of the mverage
member doea not sllow for such yiéks, There should be ne doudy
a8 to the radeemable value of %he menbers sharsa. %aah a provision
in the lsgisletion congeraing a;aygﬂam<t§&¥ should bhe besed on |
wutual gsonfidence san herdly be naild to eall forth that»angfiaaaee,
It $s beld, therefore, that thie portion of the shove sestion of
the Act should be amended to resd es Tollows: “Upon a nember withe
draving, he shall se paid for his share oy sheres the par value of
the same. Such an amendment would add o the alerity of the uenber's
ponlition, would tend %o give edded confidence o Lthe progpective |
aenber, and would thus tend %o swell the ranke of credit unlen

nembershlp in the provisce of New jdrunswick.

Beotion 18 of the Aot suffera from the seme 4ifficulty poilnted
out in the previous chepter 1n discuesing Bestion 34 of She Nova

Bootis Uredit Union Sociehies Aet concerning borrowiag powers.

Ia concluding this analysie of the Gredit Unisa Socleties Act
of Kew ﬁruaawiak;'iﬁ wlght be sn1d that the éa%eraai therein would
aeem o iadleste thet the fymmers of the Act vere 2 little uncertsin
of the velue end fubure of oredit unions in that proviance. Indegd,

& large proportion of the sontents of the Act (epproximmtely onew
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gaar%cr} is concerned with the penalties sgeinat mnd the dilssohution
rff@f credit uaicns (nemely sections 1%, 21, BB, 23, 23 and B7). In '
.gam;grzaaﬂ with the provianes of Quebhes, dlssolution ia Hev Brunswiok
ie & fax more simplified process. JFurther, the ssssts of the
society, ineludiug the reserve Ffunde, uay be divided yralably among
the wemivers on liguldation. Taken ne o v&aie, then, there is
vagggzsntzg isoking within the Act that aim tovard stability that
is present 1in the legieiation in Quebes, Further, although the
conditions in Hew Brunewick sre similsr (o those ia Nove Baotis,

there seews %o ve lmeking thet Fira foundmtion for aredit unien

development thet Lo present iu the letter province.

Let up look sY the growth of the co-opersiive oredit movement
in Bev Brunswick, aises the fnoception of the First credit union in
Zeptenber 1936. The Piret oredit anion in Hew Srunawvisck was
vrgenized In September 1936, Tebls 3 illustrates ithe growthk of the
movesant since 1937. Bowever, a mors éiﬁaiis# study of credit
union experiesace in 1244 would better indicats $he present position
of oredit unions in the grav&agfz

F@ﬁf sredit unions were incorporated during the fiscal year
ending Septenber 30%h, 19kk, thres of whieh served yural cousmunities,
the uther belog un employess’ industrisl eredit union., OFf the one
hundred an f£ifty societies insorporated since 1936, thres of thens
heve surrenfered thely cheariters, five are at present inactive, sng
faur feiled %o make a rveport to the Reglatrar bafore the required
dste, leaving one huundred and thirty-eight credit unions to be
included in thim aurvey., OF this sunber only fifty.two provided
depoaits in the swount of $59,994.69. The sverage share gapitesl

por menudy wes $58.00, while the svernge total holdings per membver
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amounted to $50.00, Total loars handled during the yesr amounted

to $1,26%9,986,09, &« monthly average af'$1§§,§$ﬁiﬁﬁ. The loans
putetanding 8t the end of the yesr acesuated Tor 574 of the nssets,
?ﬂri#g the yéar 18,207 loans were granted, the avermge lagavagsag
$193.00 and the sverege time sevea moaldhs, Loans vresorded durlng
the period 19371944 %otalled $4,582,241,20. The total losns
vritben off mmounted t9 B3IT7.30 or approximately 1/53 of 1% of ke
yeerly turaover. Loans written of'f to date fotel $1,08%.310 op

1/k2 ot 14 of the lomns aver the entlirve peviod of operation,

The ag%gl'yﬁssyvsg en September jOLh, amade up of the guarantee
fund, special reserve fuad, eduahtion fund, and undivided ssraings,
pmounted to §50,968.5%6. ‘The educatios fund namouated to $3,878.75,
$2:49%,11 of which wee plesed in this fund during the Pisesl pear
1ghh, The smount cerried forwerd fres the preceding yesr was
22,982,182, These flgures would indicate that oaly $1,5359.48 wus
spent on educetion during the year. &s the Begletray of Gredit
Unione polats out, “there is & tesdency for neay é&aﬁ%% sniona to
14t their educetion funde mccuaulete despite the regulation which
&tattsithai ‘all moeneys et aside for the eduocetion fund ehall
be sxpended within thres yeare from the d4ate they are aet aside.’
Pividenda payevle of $BE,U%0.00 and total distrisuteble surplus
of $36,87T1.66 a# indiceted in the velence sheet makes the zmoust
sxpended for sfucetion look fnmignifivent, snd aceentuates oun the
pryt of many boards of directors, iandiffereuce %o sducetional

reguirements.”

£) The weterial that follows 1s themost recent information sveileble
and {a taken from the 14hd repart of 8.¥W,. Rechan, Registrar of
Gredis Unlous, Hew Srunewiek Department of Agriculture.
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0f the 138 eredit unlons coveryed in this survey, 110 were able
to pry dividends and of the %2 oredit unions thet nocepted depomits,

29 of these poid interest oun these deposits.

The follewing Vveble 1udiontes the vate of diwidend on sheres

end the rate of iaterent on deposites paid during the fiserl year

194k,

Nunber of Bhare Funver of Peposid
Credit Dividend Credis Interent
Voloua Paid Ynioneg Yaid

1 5 3 3
b4 L é g
1 14 16 1%
36 3 3 H
i1 oF 1 )
ke -3 -1
2 3
10 ls A |
9 i Average Rete 14
210

Averasge Hete 90

The rate of interest oherged by credit unions %o thelry

nembers may be seen from the following table:

Humber of Rete of Interest on
Gredit Unione Losns tz Msubers
100 1% per umonth on unpsid balance (legsl
maxinam)
1 '5/6 af 1§ per month on unpaid bal.
1 &/5 af 1% o “* o o L
1 g!s @f 1$ " 31 t £ L
7 ;/2 of 1% " 1] E [ ®
5 T4 per annus
3 H i
3 9* ” 1 )
14 1% to 1/2 of 1% per mounth on anpaia
_— salance pe loane increased in size.

Total 138

%) Many consider it contrary to good oredlt unlan practice to vepry
the rete of interest charged with the size of the losn.



CONSOLIDATED BALANCE 583?? or 133 CREDIT UMXOHS IN REV BRUNBWICK

19kk
ABBETS LIABILITIES
Loans Outetending $ 912,68k.%56 Bkares $1,596,679.76
Investuents - 565,102.58 Deposite 59,994 .69
Furniture & Plxtures 8,551,186 OGuarantee Pund 33,980.84
Heal Retate 3,901.7% BEduwoetion Pand 5,878, zg
Cesh 258,514,487 #peeial Reasrve 1,589,
Other Assets 1,%87.40 Undivided Berainge 10,835.5%
Pividends Ppyable 28,8%0,00
Febste to Borrovers 8%58.489
Intversnt on Deposits 8hs, 87
Other Lishilities e, 564,24
$1,74k,261,81 $1,?ﬁ#.§%2‘$&

The vealue of the sbove sonsolideted Lslance sheet in asppraleing
the oredit union wovement in New Brunsviok is very limited. The
figures vonteined therdin cannct be related o ane another, since
the n&%&rs of the emasets and liabilities of the various iadividual

eredit wnions 4o net neocewssarily correspond.

In c¢onclinddog %&i&-msr%ty of the vosition of oredit unlonien
in 19kh, and the treatment of the gr#%iaes of Hey Hrunmvwick e &
vhole, we alght note thet of the 147 ingorporated coredit unions
110 of these eerve couwsunity groupe, %8 of vhich are iy rursl aress
and 12 sye in tewas, villeges, or suburbapn aress, Of the ramaslnliog
eredit unions ati1ll holding cherters, 36 of thease serve cocupatiosal

grouvps and one serves s parish or sseocfetionsl group.

PRINCE KDWARD ISLAND

A lesngthy discuseisn of eredit unions i Prince Bdward Islanéd

% nanecessary. ¥We might only meantion that they are essentielly

vural ian nsture., The ratio of eoredit-unions %o population is very
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highk. Bowever, during the ﬁar,_txganaiaa hea been glowed by
 populetion exodus to the armed servioes and to industriel
rrens, As & gatter nf isterest, we note that Prince Héwerd
Inlead is the only province in which the activities of » credit

union are nalimited geographiecally.

Betstlstios reloti g %o the growth of aredit.unions in

tie proviace ere found in Tadle &,
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Yeer
A————

1937
1938
1339
1940
1941
19k
1963
iskh

Table & - FROGRESS OF CHEPIT UNIOSS I¥ PRINCE EDUARD ISLAED (1937-194%)

Credlt

nicns

Members
250
3577

insels

15,361
37,392
71,135
87,497
99, 4T
126,565
207,082
334,757
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Opntario

. Ontaric wes the first English-epeaking provinos to ensot
eradlit union iggiais%ian. This wae skbodied In the Co~operative
Qfﬁdgt Boetetien Aot, 1922, proovlsimed and goming into fores in
1938; under whtoh 26 oredit untons received tkeir‘aksrtaxu. The
Aot made no #réviﬁian for supsrvision and control of the oredit
sotietios by the edminstering department of governmant, end, more.
gver, it provided no ponslties for @?tgnéas saninst the Act. The
rasult was thet s nunber of oredit unlons, orasdit scoletliesn, and
vayious modifiocatione of csch csme into sXlstence. OFf thése, some
operated with chavters, whiles others had no legel status. Unfor-
tunatoly, the sbsence of uniformliiy end sdequete supsrvision
elloved sbuses Lo oreep imto the movement and therefors, in 1935
the Provincs ceswsd granting chevters. Of the oredit unioss in-
corporsted prior to this dete, 1iqasva csased vperations. OFf the
remaining fifteen, supported by 8,800 nembers, sleven were of the
asscolationel type, end four were of the oovupetionsl tsge.i}
They had sssets amounting to $1,0657,909.13 over & milllen dollers
of whioh were in the form of fepoeite and they hed loened neally

2 millton dollevs to h309 dorrowing ma#iars'

Bo eredit unions were iaégrparatud aftor 1935 until the ﬁ&&aigt
of the Croedit Unions Ant; 1940, whioh resoinded ell preveding leg-
tslation. Although chartars ﬁea not been avellakle during the
period 1936.1950 this 414 not prevent the formation of unincorporst
orgenisetions which cslled themeelves "oredit unioas”., Prier to

1940, there wers 45 of thess orgenisations, with & memdesrship of

b,462 and aseats of $154,212. Thoy may be cleweified undex the

wo of the latber Syps, Gerving the TwAss Division and Works
1) gggiggwﬁhr33996%§?& § af the ggtarnasxaugl Rerventer Company



following ﬁiysszq 13, Industnial; 23, sopceietional; 2, pro-
Tensionsl; sod 5, governmontal. When charters becsms a#lii&bit;

1t boceme necaseery for these 4% vosieties to be tnsorporsted.

It 18 of inbterest to nots chat the lesdershipy 4n the orefdt union
novement in Ontaric, snd the pressure for orgenizetion of = |
_Gontrelised federation of oredit unions hes arisen Yrem this group.
Credit unlon Chepters, or local foderstione, wore sptablished in
the eities of Hemilton, Torento, snd Windsor, From these, in 1941,
#amﬁ the Ontario Credit Union Lesgue oomposed of ell chapter ov-
gonivetione and the individunl oredist unions opersiing In sreas
where ohapter afftilisbion was not feasible, Toley in eddition |

te the sha#n; thare ave e#a;ﬁsr grgenlzsetione %n Berris, Londen,
Midland, Nlsgers Distrigt, Ottewa, Port Arithur, snd Fort ¥Willlem,

pnd 1n the Bimevne snd Musrkoks Diatriet.

The Onserie Cresdtt Union Lesgues was formad by a§egaaze&ﬁ
delegator end members of b)) oredtt ugiens, on May ﬂk; 1941 in
the City of Hemilton, and on June &7;-§9h§ osme into lagsl exist.
enos. On Jenuery 30, 1948 the Leagwe consisted of 178 memberx
&r&ﬁit uniana; aiggg thoe purposas and funotions of the Unterie
Credit Union zgagna; {whieh 1is grf11t§ﬁp¢ with CURA,) ave sinilay

te those of the league 1n Nove Beotie, they need not be disoussed.

Table % ind{cstss the grssth of eredit unlone in Onterie sines

2) .
1939,  7The lerge agrowth in 1940 4 primerily due to the incorpor-
ptinn of oreédit undone in existence prier to thet year. It might
be pointod out thet until the snf of 1943, the lerge ipovestios in

meuborskip graduslly refuced the asverege sevinge puy member thet

siaiséattaa inllﬂhk.

2) The letest etatistios shovw thet ss of Jenmuary 31, 1946, there
vere 877 eredit unions in Untevio.
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were attained by the well.vstshlished group opersting (n 1939.

By 1944, the never sredlt unions wsre i a stronger finanoisl
ggsitisn. This may be atiributed to the incressed inoome of
menbere due to zha progperity oocessloncd by wear conditionw, If
suoh is the cese, one Right eXpuot a dealine im the eversge saviage
por member after 1946. Ve might aleo note that the emount
invented Iin Vietory Bounds during the var yours ig an indiceiion of
. the fact that ovedit uafoné, in many aaaua; sould not find en |
- eutlel in the form of lomas o membure for thelr Liquid sasste

and wars forded to meke itnvestments st very lov retes of interest,

In comparing the oredls unicne in Ontario with thome of
Quebee and the Meritimesn, one will notige one merked ﬁit?@réa&t
hatuwesen them, While development In the lattsr csws wes evseniially
rursl in neture, in Onterio, oredit unions sprang up and thrived
in the urban eresse. In faot, 1t wes not wnkil 190 thet they begen
Lo sepve rHrel fistricts. Although msny rurel oredit sooieties
hove boon formed sinse this time, the tyrand 18 still towerd wrbsn
devoloprent. Without denying the merite of oredlt unions, it mued
be sdmitted thet thelr practicability im industripl aress 18 Lo
be guestionsd, It appesvr thet a distinetion must be dreawn b$¥

tveen rural and urbesn éredit wnions.

The largeat “common bond" groupe of orddiv unions in
Ontaric are the induptrial) snd veliglous types. Although not eo
numerically importans, the government employes, or publie service
gronp 1o aleo worthy of note. Ae in the Industrisl evedlt union,
{ts membore sre bound together by & common osgupstion. However,

they have 8 stadility of employment thet csnnot be sasured the
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unembore ef an ia&n&%ﬁ&»i aradit aniaa.s)
An oxemple of an indweivriel svedity wniem is Lhe fteleo

Fmployeer' Credlt Union Limited (Femilton Worke) vhieh soerves
employese OFf the Btuel Company of (enede, Limitved {n Hamilton,
It wee crganized in Mey, 1939 end se of Desember 31, 1Dk% (¢t was
supported by 910 membors with tobal wecets of $122,036. %0, (&Sc
teble £). Until thet time 0o losn had been written off ss & loss,
It is ea&maa&gbia to mnete that 1n this soclety a prastice has been
2ot wp vhereby a patronsge A1v18snd !n the forwm of s rebate of
intsyest to borrowere 1l paid, thooretiocally et §§aat; before &
shere &ividond 1o proclsiued. Before this was Iintroduced ia 1943,

it wae gustomsry to pay & 34% dividend on sheves. ¥ith the peywent

3) In view of the fact thet 1% har beon held 2Fy the courte thad
an aspignment of uneurned sealery of » publiec officer 18 vold,
there svisan 44fFf{oulty Tor pudblic sewrvios employoes in obiaine
ing oradit, This applien only %6 oivil eervents of the Dominien
ar proviness. ¥For theee groups, then, & credlt uaton, oan be
of great velus, S

k) It should bYe neted thet untollevtibhe Tumns ars not Lo bo cone
sidercd as "lossos”™ until dhey wrs sctually writben off on iLkhe
records of the arsdit unleon. Losns are writden off, at the
disorstion of the nensgomsnt, oaly when it 16 believed that
there 18 ne Further possidility of gollsoting thesm.

Theve is disagrsement s o jJust whet doos constitute a “lows™,
Appeering bufore the Suending Committee on Banking and Commerse
in 1938, Professor A. B, MsoDonald stated thet bad losns ghsrgua.
ageinst the Guarantes Fund would not he considered as "lesses",

(Minutes of Proasedings. snd Tyidence Respsoting fmall Loan Companies,

o, 8, Pags 234) Questioned on this ctetement by the writer Nr,
MaoDoaneld wirites, "Loswses vaporied By individwsl. crodit waiona
in Cannda or figuves gompliled by Government officials or provin-
cleil oredit union orgenicetions wewllly list lLoBrds 98 oharges
egeinst the Suarantes Yund. Y knov of no cese where Lhe
Guaraniee Fund hae besn srhausted snd hence we mey say that
there i#¢ actuslly ne loes in orddit wnions. ¥You will find ne
actuel lo6¢ reoorded in oredit unlon etetistios.”
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of an evorsge psvronmge robate of 10%, the shavs &ividend waus
deersesod Lo spproximetely 24%. 4n sdditionnl csuse fur ihe
desivaeed Alvidedd wey avivs from she éif#iaalty*ar tﬁe aredlt
unien in cmploylag 1te Liquid ssseis 1o the fozm of losms. It
night sleo be noted here that ican ﬁﬁateﬁ@i@g inswranes, (0 whioh
this end meny other erg&nixatianﬁ gubecribe, 36 in sffent & pat-
ronsge robate 2inee %& eppliss to all loans, without sdditivoml
geBt Lo the berrower, and 1, ineludud in the general operating

sxponces of ths credit nuion.

Ay exenple of & sredit union osrried on by n«aSﬁrs of & rel-
tgious group 1s the B, Asu's Perish Credit Union of Hamilton,
Thia'&rganigagtan grsvw out of » religious study elub. In Apeii,
agh@,‘att@? teven nonthe of ataﬁzbgr religious snd scondmioc Bube
Jaaﬁa; the ovedit union wes forwmed. 7The orguniietion wes esrried
on entirely apurt from, et with the spproval of the perish ohuxeh,
It might be neted ithet the perizd is &0 aitu&tsﬁ that it is support-
28 by yaxsnﬁ§ of widsly verying invomes sand recial &;sasnﬁ. The
sredit unien, howsver, vwith the eXoapbtion of its azfgﬁarﬁ; i wmoet
notively supgart§€ by bhuse of the lower imcome gronps With this
in #ind, Table T, whieh 18 concerned with the development of the
sceeity, {llustrstes how L4 {& possible by the do~operaiive mathod

of pooling savings to 4o geod work within a ssull urban avoes.

Finelly, we night take ae an oXampls of 8 oredit moelety
esrving & publis gervigce group, the ismaztga Muniocipel Zmployees'
Credit Unien Limited. Organized inm 1936 by = group of elght
anal%ysaa; it novw has 1;5&5 membars holding assets of nearly

$290,000.00., ( Ses Teble &) The volume of business Rhes varranted

the meintsinencs of 2 full-times office staff. The featurs of the



. Th,
soolety 18 148 extremely eotive mesburshiy, and meny ﬁehes;n'kave )
beon introduced to provide 8 meXimum :arvﬁa& to 1te members. During
the yeare of wor 1t bas heen fsced with & probienm sexaen.ta Hbher
Buch orgenisstions--thet of smploying 1%s surplue liquid ssnets,
and oawscd mainly by the desresssd need for loans and the restriot-
tone pleced or lesning poltey by the Wertisme Prices end Trades
Bosrd. This,sleng with i1ts wer«time policy of pyying dividends st
s rete nov exeaeiiﬁg thet an ¥Yicotory Donds, Beae decressed the yate
of di%idends on sheres. Two methode heve besn used by the munioi«
pal oredit union to Dvsroome tﬁis &1££i§31§y. zé the first plags,
1t har wntersd the Fikld of mortgege losns, interest being obarged
&t & rate of four ég 84X pur sﬁnﬁ peor aaagn, dependent on whethey
the member or the eredit uwnlon pays the insursnce premium Lo seours
the risk of the losn. Gwegondly, the oredit uniom hes encoursged
the purchase of Victory Bonds by aﬂkxag loans g?@i}&%l& to members
in low~igicome groups to finenoe the §ﬂ¥a&§&§ of these on an ine
stelment besis. The rete on loans for sthie DPurpoes now stapds st
one~thivé of 1§ par month. This business bas been oo large thet
the oredit ﬁn&aa; taking ;é};&%&g& agﬂa low intersst rete, haw
mede & benk loen, nov stending et $88,900.00, to finence this
soervice, The honds thue fineanced are hadkd am ssourity until the

lomn is rapaid,




TABLE 5 ,
Progress of Credit Untoms in Onterte {1939 - 1§44)

T,

T2EM 1939 1940 1981 1942 TR 1944
¥o. Iasorporated {nmwhﬂw} | 25 ST 83 120 162 ' 219
Cherters Dissalved o - ; . ‘ 1 R
Fotal Memborship 8,809 ;461 18,670 23,699 32,290 iy ; 840
F¥umber of Borrowers - ky309 - 6;296 0 7,998 0 9,086 - 12,266 16,595
. Total Assets $1,657,909 1,936,932 2,193,355 2,645,460 3,483,789 &,958,58
Totsl Guarantes Fund : 159,228 178,346 197,832 212,163 216,760 240,580
Yictory Bonds Purchased - 23;313 2h0,000 248,000 352,380
Victory Bonde cn Eand $ 39,650 280,050 528,090 885,430
SAVINGE OF NEMBERS | “ |
Share Savings $ 390,838  S00,7h6° 901,943  9B7,383 1,354,713 2,082,071
Deposit Savings $1,061,37L 1,057,695 1,130;373F 1,315,516 1,722,510 2,445,574
FTotal Sarings $1,432,209 1,658,541 1,932,317 2,302,858 3%?7;33“ 4,588,086
Savings per Hember 1 11k 103 o7 95 100
Amount Leened $ 995,726 1,k25,603 1,710,696 1,869,602 2,398,67h 3,hﬁ£5#p¢
Bo. of Loans | . 23,079 29,336
Aversge Loan $ 103 118
Average Losn par Borrover $ 231 226 214 206 195 210
Bed Losns Writtam Off ' 355 770 92 92 708
Loanos * P Mﬁ » 6&5 % Qﬂs . 5939 : 0%‘&
Bourecs: Onteric Bsperiment of Agriculture.

‘6l
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Progress of Bteloo Employses' Oredit Untum, Ltd,,

(1939-1945)
. Rusder of Totel
Xear Mambore Aumets
1939 380 $ §,688.3%0
19h0 503 S 1%5,772.90
1941 578 28,118.53
19h2 égg 43,6%2.02
1945 859 98,189.83
1543 910 122,236,50
TABLE T | N
Progreose of Bt. Anne' Parish Oredit Unious, Ltd.,
(19h0-10hk )
Rumbar of Total Bhars Funber of Amount Loansd
Yoay Monmbern Bevinge Loans During Yesy
1940 75 $ 1,108,153 20 ¢ 1,044.00
1941 98 2;51h.97 3 3.374 .00
19ke 116 _ b,579.69 ol 3,939.00
1943 126 : 6;031.08 52 $,063.00
19kb liﬁ 7,315,138 ne J,275.00
TaBLE B
Progress of Sapiiton ﬁuuieifgi ¥uployses'® Credit Union, Ltd.,
. (1936-1943)
. Loanad to
fhere Savings Honbers
Yoar Memboxshiyp of Membors During Year
1936 73 1,866.50 1,600,00
193 118 ;535k.§7 12,000.00
193 £91 1 sﬁiﬁ,ga 32,000.00
1939 héy b0, 934 0l 66,793.00
1§40 532 52;ﬁal.ﬂ5 75;h12.62
19k} 484 Th,26%,.0h 93,101.,59
1942 15181 97,463.97 167,586 .20
19h3 1,310 122 ;847,67 209,3%2.57
1okh 1,342 1h7,7h2.29 bl h61.20

19k 1,%%% 186,381 .94 336,377.9%
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GEAPIIR VIL
WEETERN CANADA

fhe most recant develvpment »f ¢redii unions in ﬁ;aéaé

has teken plece in the praviﬁasa weat o the Grest t&k@#. With
the eoXxosptlion of Basketohswan, thense proviness will be dealt v!ﬁh
vary drisfly. The vapid aipension of the movement 4in Fasketche~
wan, the most so-opearetlvely orgenized provines in She ﬁﬁmiﬂian,
reguires & mors detailod analyeis. The Westernoredit unlion |
movement east of the Regky Mountsine ie predominsntly rurel ia
neture end te clossly linked Qiﬁh the whole ¢o~operebive MOve-~

ment.

BARITORA

In studying the eredit unieon wovement in Menltobs, one is
ropinded of 1te growth in Hovs Sdotia, The conditions under %
whioh 1% srose and fiourished ave guite A1fferent, parily h§o¢ﬂ§¢;
e are &aaling-si&k an inlend provinase. The similerisy }ia# in *
the vlose integration of oredit unions and otherforme ef producer,
and consuwner oco-opersiion, HNovwever, in sentrest to Festern ;
Csnade, thove in the West, gensrslly spssking, were precsded by
and to an extent grev out of producers' and consumers' go-OpEre~
g&?aa.l)‘za Manttobs, indeed in 1l the Wenteoran provincss, the
Go~operabive movement {8 move yolitiosl im neture then in the
Eeet., Ons of the primeyy purposes of co«operatives and oo~
opesrative feoderstions In the West is to ga;r& the interaate of

thely sgvarian members by sacting v lobdyists, and by outvight

1) fThe firet co-operative legielation in Cenede wes gaaaa& by
the provinelel lsgilelstures of Menitobs 4in June, 1887. lo-opur.
sation in Censds 1941 ~ J. ¥. O'Mesre and L. M, lalonde, Roon.
omies Division, Pominion of Canade Depsrtment of Agrisulturs -
publisetion ThO, eireular 173, page b
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politisal netiag.g)

Legisistion with vrespadt to oredit unions was fivet passed
in Meyek, 1937, ﬂéé seme into offect in the fellowing &ﬁgéanker;
Credit Unione vare then allowed to ingurporete under "part VIII of
the Compeniss Act, Revpecting Credit Union Beolsties”, During
this wonth, ILs Calswse Populsive 86 Baint Melo received the fires
ehsrter of inesrporstion. PFrior to 1940 expansion of ihe move-
Bent vas 2lov and suffervd from insdequete supervision, Promotion
8l sfforts vers made on the pert of the Hanitobs Federstion of |
Agriculture but theps vere not very suseessful bevause 1§a&é§ua%n
sppropristion Red been male for this work., Bince 1940, progress
has bewn more repid snd this gs largely dus o the sotivitiess of
the Depariment of Agrvisulture, snd the stress thet hses bsen laid
on afult sdndatlon by Ythe Menitobas Yederation of Agriculiture. The
!&éartsiﬁn.agtantggvga orgenized system of study groups and lesadew
ship sshoole under the Aivestlon of a rull-time staff, Promovionsd
vork is also sarried on by the Manitohe Credit Union Lsagues whioch
wor orgeniged in 1943 for purposes siwiler te the leaguse in other

provinges.

The mejority of the evedit unions in Menitobe Bre of the

2) Politiosl sotion wae particularly nobticesble and effective in
the period after World War I when the Manitobs Grsin Grovera'
Associstion, which after 1920 bocame known s the United FParm-
ere of Menitobe, secuved from the provincisl government sush
noasuyes ae Women Buffrage, the Menitoba Teumpersnce Act, the
Farm Losne Aot snd the Rurvel Cradit Aet., More recently thils
orgenigeation ves instrumentsl In the pesaing af the Debt
AdJustment Aet. In June, 1939, 41¢ smslgemated with the Heni-
tobs Co~operptive Conference to form the Manliboba Federestion
of Agrieniture, sn orgenisstion whish represants the intersstd
of farmers, This wes sxpsnded into the Menitobs Federstion of
Agrioulture snd Co-oparetion on June 29, 1943, an organizetiny
which was Intended to unify the co-operstive movexent in the
provinge snd thue hring together urben sud rurel, consvumer
and producer co-operatives,
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rursl type and this vrend will likely continws. In 1948,0f the
76 sostestienr in opevstion, 19 of thess wers of ﬁ&ﬁ urban Lype
eontyelling 389 of ke uouel sssets of #il ovedit wnisus, end
57% wore of she ruvel cype sontrolling 68% of Yhe totel Peeets.
In 1943, of the BO cpedit unions in opuratiom, 8@ wars of the
Former wyps sonstrslling 209 of she vouel sspets end 60 of the

letter Sype a&#ﬁga11§a§r?$§ of %&Q_&Qﬁ%ﬁ#;

0f the urben oredist unioms nov in éggraﬁzea; 18 of thess sve |
Leasted tn Sremter ¥innipeg. The youwngevs is the Uo-opevative
¥holesale Euployuees® Opsdls Unton with 37 smembevs. The largens .
uA§§7§a£ﬁ¥~éf memberehiy 1o the Crose Town Credit Union with %ﬁg :
"ésaﬁiga snd totel segebte of PRELO00 . Phe wuvrongest in point -
of aswots iz the Usrpethis Credis Unlem with 379 sesbers sud
nearly $30,000.50 in sesevs. The 18 oredtt wnlops hed & combined
wanberalip of b, 040 with totel sesate of $200,659 st the pertiod
snéing July 30, 198, | J

Heny of the epsd L unlons itu Parel copmunivies sve emong
Frouch-apuaking pereons, Tt is intevessing ©p note vhe wenney
 in whioh they Fell beok upon the fundswounte)l principles and ope-
evationsl profedurss of H. Deslerdine thet sys nrsoticed in Quebno,
B4noe thely wembersliip 1» sonfived o slosely knit groups, we
#géﬁ tk&ﬁ many af theseo ﬁﬁﬁggn he principle whet resopve funda
west Bot revert Lo the mesbors eveh upon Liguidation but must be
ﬁﬂﬁ%ﬁg&é for thy aomson Zood »f the sopmuntiy, Agein the feot
et meny rursl ersdit untons ohergs on sntrence few of 104 poy
subseribed shors is sharegtevietis of the Dexjerdine eystom.
te Cotmes Populstrs de B4, Male 12 @ oere in polnk. Tt wes

srganised & vhord Yime Befors oredlt wnalom lagislstvion was
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ensoted, By » ég%hai&e yriasg-?s@ha: Benoit, in ths villegs of
£%, Malo abont A0 wiles sousthesss =f Wianipeg., When whe préssy
fi&#t srrived fn the village, he found s somnuntiiy of usceerop
farpers, o ohareh, mell and inedequesely equipped, #u:d ¢ poople
flesperately poor. He decided shet oince the community #s & whels
Wz porsriy-shrieken, the remedy mukt come fron LBe people sz 8
whale, The people wuni he pus o work, menkslly se well of
phyeieally. Under ole & regiion, ibe fvhaBieente by chely owp
iakﬁar bailt & church, aci anly suttiag the Liobder enl laying @ i
foundation, bYuy alss erectiang the acapl-ied BLrugiure snfd Wenue |
facsuring 1os furnishings., Iater, ¢ parieh Ronsg wek Buils. Te
remedy the peoples' realisnds wpon one-ernp faraing, he ineresied
whom 1n ﬁéirg!gg, &% ohe same tlime, be orgentisd study groups
whiok met iwo nightr seoh waek., The avevepe Biiendence wes one
hundred snd thirsy-Tive, coning fyrom en srea of twelve miles
radius., & portion of speh wmesting was dovnted Lo atbtempis to
guive the ﬁaaﬁti proviems of the fermers, parciaulerly finencisl
pnek, T4 was fourisen months afuer the sludy olwd plen hed been
1neugurated vhet vhe meubers dedided to form e oredit wnion. Waen.
funds were adoguately Puili up, the eredii union flasnsei a chesve
faosory e hendle the produstion of the mov thariviag Quﬁry‘f@wng
tng. Unemployment alowly decrsssed end the conmuniiy began to
get bhaok on 1ts Feot, One ﬁ;réﬁﬁ was reperssd o havr losts his
Job becauss of the owredls wnidn.~the reliel officer. Whea the
eredlt union begen, iLhere were some eightypersons nn relief in
the dietriet, Wishin twe yeers, thers was only ocne onew of &
pevason on the dsle and im this osue the porson being Llind. Hven
the sehonl ohildrsn supportsd the oredit aﬁ%&a; Afuey thrse yoars

they hed invertsd over s chousand @ollars im the svoleny, end

thety eldere bed invested an sooumulative smount totalling
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neariy $12,000. After thres yeers, the eaaaﬁaiﬁs aot only
bogstod of & store, € lunber yard and & wocd-working mill; saoh
sonducied on a on~operetive besis, hub 1t wee plse leying plans
For the introduotion of shaep-reiaing to the farmsre @ﬁén@m;;
the product %o be marketed through another so-~opsrative to card
woel 2nd make bleankets. After throe yesrs, the 11ttle village
of 8%, Mals had undergone s aomplete tvensformation, haned on
comauntty interasta, co-oyerative principles and in the words

af Pathor Bemoit, "thes willingnens to sst ‘We'sbove the 'I'%,

We hsvs disoussed s rursl oredlt union emong e slossly knis
group. In conelusion, let ue novw turn 40 one thet dvnes not offer
thie adventege, yeb has attained & groat deal of wuoesss under
the DonjJardins system., The rursl dlotriet of Etarbuck appesrs
to be an unpromicing loomle for comwuniiy op-operativs sndesvouyr
of any desoription. It supporte Five churches snd Trom eight te
ton 41ffevent reces and ﬁttiﬁnaiitiat and this tendr to divide
the distriet inte severs)l separete and distinet groupe. The
ﬁiifi#a1%3 a£ sesuring the support of these groups was increased
by their knowledge of the faot thet previous co-operstive en-
desvours hed Felled. In the vzaﬁﬁr4@f‘i§3$*39, a yai;giﬁns;
Revarand Brunst, ﬁagxa the arsnnisn%iﬁn of etudy groups. At no
time was the projeot s complete faillure. A feithful few meine
teined tkgtr sugﬁgxk from the keginning., It wee only afiver s year
of affors th&# twelve Eroups were totive with & membership of
epproximately one hundred and twenty-five pevsons, Oweduslly, the
individusliism end group consclousness vnn“tr@kan down end 8 unifiad
#a«ﬁyérativs community begen Lo smerge. ?&ia‘#ieﬁé wad wvorthy of

the effert, With the ground work of twmaty-twe lessons based on

oredit unions, the members bended together to form the Eterbuck
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Gradit Unios Boolsty im the spring of 19h0. Pifty-four moubers
subseribed for a total of one hundved sheres ot @ par value of -
five dollers, and the eredid unian'maa lavnchel Hlﬁh=ﬁli3§$i¥i""
Word thaa‘twajhuaére& aolleres in capliml. VPragraaa &t fira§ Wi
vevry clov. At she end of thrse moniths of opereltion, only ome
member had boen added, tkﬁ whare capltel hed lacrsaacd by lsaes
“hen siity &ullexe, Lthe depomite tobtelled thrily-five dcllere
und eight loans had boon granted which iotslled $855.00, In
@giuh@r, 1940, & winior sduestinue)l pregran vwos 1naaguraﬁe&
with weekly study group activilioes maﬁ & gencral meebing of all
groups onge & menth, The not resuli weae inoveassed credit union
wemberekip, At tbe and of the celender FuBr, a#& afeey six
monthy of operations, the orsdit unfon wae supported by 101
wembers with nesrly $1000.00 tn peld up vepisal add-d§§ﬁﬁi%ﬂ
cxcosding $300.00 snd twenby-five losns hed besn granted for
nore then $1200,00. The initial 41fficulties overcome, the

eredit union of Sterbuck weXed and grew strong,



_TABLE 9

Progress of Credit Unions In Mantiiobe (1937-1944)

Fotel

Loans Granted

Loans

Credtt
Tonr Pniens MNembavrs Aspets . Sharesr TDeposits in Lest Fiasm- Jdrented
. eial Year, Eince
Incaption
1937 i 480
1» y “
938 10 1,300 22,885
1939 ' |
19 2,406 k9,991 31,219 16,352
1940
” n 3:533 30,53%
1941 »
- K 5,112 142,882 83,638 31,388 186,305 hok,181
1942 “ ’ i ’
- 680  £,b48 238,269 122,355 1e3,0k0 262,686 678,520
1943 | ' ' , .
8c 3;6&5 488,288 200,035 266,917 395,092 1,076,679
1944 ob 1k, ho1 | P o1
15,501 897,517 356,302  Lke7,593 760,000 2,145,591
Canpde Yzer Books and Other Sovernment Puablicsilone.

Bouros:

£q
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CEAPTER VIIX

assk&tuktisa

The first oredit union in Ssekstchewsn wes orgenized in Auvgust,
1937, under the Credit Unilsn Aet, of the s&mc yaar. “At the end of
thot yeay there were five ¢redlit unlone supported by twe hundred
and sixty-eight menbers holdliang assets of $£236, In 1940 the
legislation of 1937 vas yreplaced by ¢ new Uredit Union Act. It i
worthy of note thet singe the first soeiety was inogrporsted, there
heave been no losnws written off in the provisce slthouwgh ‘% is
gxpected thet s number of small losns totslling less then £300.00
will heve to be written off in the nemr fuiture, The progress of

predit unions 1ie illustrated in Twbie 10,

Until 1944, the genersl develupment and supervision of
the movement has Leen under the direstion of the Co-operstion and
Rexkets Brapch of the provineial goverament. In that yesy, by
hot of §asia13§nxc,A%h@ Deperinent of Co.operation and Co-operative
Developuent wes arested Lo teke up the duties of a#aauragins and |
apgisting in the ovgeniszation of do-operative enterprise. Ia order
to ssrry out this fusotion, the Depsriment provides for sarsful
sédpinistration of co~operative lﬁgiﬁigtiaa; for the gonpideration of
the desire for orgeunization in order to determine whether or znot 1%
is in responed 0 n gesuine demsnd foy co~uperstive effort hnamed on
# definite aned for service; sasistance to interested groups onse
aorgeanization hee been decided upon; such aayéﬁ%isiaﬁ g2nd inspestion
of eeﬁayeyaeiﬁés n:d oredlt unione as wmay be agreed upon with co-
gperstive leaders and mainly %o essist the do-operetives in
complying with %Yhe proviasions of the legislsbtion undey which the

ftuoorporation hes teker place; the provision of teshnicelly trained

extension workere in community
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service fields and in nevw fields of developnent vwhere the nsed

for auch seyvice is spparent; the provisiongt s vesearch sexvioe

0 snalyse present problems snd to suggest future policy for the
betterment of the whole movement; the proviesion of ststistioal

and general informabion; and fimelly, the cov-ordimmtion through
Bovermental and other chean¢le of the work of co-operetives end
eredit unions throughout Canede and on en internstional basis.

The Depurtment haw heen divided into three aervioen, namely,
Adwinistretion, @r&aaigatiéa and Bupervisilon, snd Research Services,
in order to fulfil to the grestest extent posaible the fanctions
ontiined. The work of this departuent is to bve highly commended,

end offers & good exemple to the other provinses.

Forms of centralissticon are thres in number,namely, the
Eredit Union Federstion of Buskatchewsn, the Hesketahsven fo-
opevative Credit Soclety limited, and & nunder of oity oredit
union leagusa. The federation, instituted in 1939, cnrries oun
sindler vork to thet of osther provincisl leagues and at the end
of 19kk had » membership of 157 oredit unions., It is worthy of
note that the Pederation wes awarded the CUNA Plague for 19hh.
gaﬁh‘year the Oredit Union Netionsl Associmtion swards s plague
to the provinaisl or stete league or federation whioch orgenises
the most oredit unions per theousend ofpepulation &nd whioh has
the least percentage af Liquidetions in velation to the number
of sxisting oredit unione. Hinde seoring rules sre based on
grovih, coupled with stability of orgenization, the avard aspesks

highly for the oredit union movement in Sesbatohewsn.

The Co-operative Oredit Sovelely, incorporeted in April 1941,
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earrise on the work of a centrsl sredit usion for both members
eredlt unions anﬁ.athcr co-operative sesenigtione, In order to
compence operations 1t was nscessary to veoure capital atook sube
seriptions of et least $1%,000. with #10,000 paid in cesh. Thise
reguirsment ves met end on Reptember Bk, 1541 the society seoured
¢ liceuse to 4o duainems, At 8he olose of the first flsca) yesy
the subscridved oeplitel smounted to $82,790. of vhick 316,360 wes
paid up. In sdditien to coapitel stook, vhich {¢ more or less
permenent in neture, the smoslety mey mceept deposits from itn
menbers, The experience with regard to deposits has desen thet
such fands have been svalleble only during the winber monthe, and
therefore they hed to be Tept in & liguid ntate, Duriang the first
year of operstions, there vere sixtesn syrliea%ia&a for loens,
twelve of vhioh were granted. In sddition, linss of credit were
t:thﬁ&é to two oredit unione for limited smounte. Thkis agesin
gsatsaltueca funde bedng kept liguild to meet the potential demand
on these lines of eredit. AL the olose of the fivst flscal year,
memsbershiy numbered foriy-aine, eighteesn of which were oredit
unions. In addition, the society held eight applicmtions on hand,

five of vhxeh goncernsd credit unions. -

€ilty oredit union lengues resemble the chapter argmmi:atians
in Sntario. The firzt league was formed at Regina in 1942, follow~
ed by eimilar ovgunizations at Prince Alberd snd Sssketoon in 19h3.
They are msinly concerned with the discussion andl solution of
a 1oenl nature. It might be pointed out thet, o £ late, there has
hean some gonsideration given %o the formetion of »ural leagues,
It 13 renlized that euch = plan presendts 41ff1culties, but 1% s

belleved that 1t might be passible in sreas vhere a number of Qrtﬂi%
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unlony sre Incsted within reesonsble trovelling dlstence from

sacl obther,

Let ua turn novw %o 8 stetinticel and ezplanstory scalysis
of the operations of sredit unious in 19hh, The growth of the
novenent showed s uwarked incresee during the yemr. In comperison
with the yoar 193, thevre was an incrssee of 27% in the number of
eredit unions, a i4 inorease in menbershiy, s 207% inecrease in
totel asuets, and a 99% luorease in the smount of loans granted.
Puring the year 3% oredit unione were incorporsted, three of which
srgenised at a2 late Aate, hed not vommenced operationn. The
everage nembership of those in opsrstion numbered 111, with the
iergest having a membershly of 781 and the swldlllest heving @

membershiy of 30,

Gaah samets amounted to $8SL,942 or IT¥ of the combined
totel wvalue of shevres and deposits. ﬂ#iig omobl holdings ususlly
decline in ihﬁ spring and wsumeery u&nﬁaif the demand for losas by
menbere heas net been keeping proe fiih the repid growth of oredit
union resouroves. The psracataga of 14le sesh in relatian to Votal
esusets Bmey be expected to inoreese at lesst until such time ae the

wartine restrictions on losns for consumer godds sre removed and

1) Varissions in ¢meh boldinge, rieing in the wintes and Talling
to spring and mummer, are 4ue Lo the faot Lhet over 609 of
the population is engaged 2o egrioulture, 2 weasonal iIndustry.
This reoulis iu sessonel incowe nnd expenditure on the pars
ef the farmer. Hinoe most of fthe oredit unione are of the
rural type, this cessonsl influence hes 8 greal eifect on the
oonbined conh holldings of the sovietles in Hoskestohewan.



suok goods ave wepde evailable ié quantity %o fill the aimana,

Eow then have oredit unions inveated thely fundsf  Io addition

to $93,601.91 deposited for shaves and $226,890.00 in current
deporits in the Beekmtohawvan Go-operative Credlt Hoalety, looal
¢rsdit uuione had invested nenrly #791,300.90 in Government Bonds
and 834,718,821 in other negotiable npourithes at Pesember 31, l?kg.
Until the demsnd for lomne %n memberm incresses in velation o
srsety, coredit unionm may de expected to incresee these inveatments.
As fTor lomne to gr&ﬁi# union Dembers, we sgain ses the effect of
vartime restyictions end lack of ¢¢nwuaer§' goods, in the inorvase
in the demsnd Tor, snd the grenting of intermedinte snd long-term

losns., A study of the breskdown of losns of ell eredit volong iun

2) It night be poted that individual oredit unions a%11l handle
s large proportion of their investments, rather thas place this
%82% in the bande of the Bsskatehevan Co-opsrative Cradit Bos
ciety, and muek of thisg inveatmmut hes beetn in Government Bonds,
It e also pignificent that one explanstion of the inorsese in
inveatnent in Government donde 1s the Amendment b the Credit
Onion Aet in Apyil ), 194k, Among other shings, 1t provided
for the repesling of Bection 18, Clsvee (o) which had elloved
an investuent of only £35% of the capital of a oredit unips in
the atocks, bonds, and securitiex of the Governmerd of Canada
or Baskatochevwan, The smeanding Act removed 21} limitetions on
this form of fnvestment, '

3} ¥bile there 1s no objection to the practice of credit unions
~extending their loan serviges in avery way that appears sound
and feasidle, wuch wxtension must be mnde in the light of sxpect.
od Toture econanio conditions and the expected Future demend for
the short-ternm eredit nervices for which n aredit unlon is fune
damentally founded. Intermedinte and long verm lomng shonld
uot jeoyardize the Ffulfilment of the demsnd for short-tern
eyedlt wvhich undoubtedly will arise ln the near future, There-
fore, under whet oconditionn and the eztent to which 2 asredis
union should make losns ¢f %his Yype 1s open to guestion. It is
2y Lo the individuel oredit unions to place thelr finences in a
pesition 10 weet the new aecpnomic conditlons whioh nust law -
evitably follow 4n the reounmpbtion of "unornal®™ ways of 1ife in
the poetewar pericod at hend., Thers will e a large demend for
short-tern loanz for the purchase of ceys, radiow, washing
mrcoines and other commodities not now avniladlie in large gquan-
titien. XIn addition there will be withdrawals of deposits for

thess name purposss., A strong indication of this trend is aeen
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8k shows thet 3k.2% of dhene wers granted %o ssoist ﬁkt
fioaancing of lsnd paymentas, home improvemeantes, buildinge,

pud to discharge mortgugen. The toisl of thes loans amounted to
$358,399.38 and is equel to 22.8¢ of the total essets aof

eredit unienn. A further ﬁrﬂakaﬂﬁa shows thet loaus of this
type ocomprised L0.3% of the total smount lomned by 17 aeao-
sletionel groups, 33.%% of the totesl smount lonaned by 128

ruresl community sroups rud 17.3% of the totel amount losned

by 13 necupsiional groups. Total Lloane in foroe 0% the and of
the flscesl yesr emounted to $718,981.29 or #09% of the total

assets of the syvedit unionm.

A3 4 nakiara ony sttention now Lo ¢ study of dividends

and interest.

from the faevt that mesy people have slready plaged orders for
these govde now 4n whort supply end sre only wailting delivery
befove approsching the oredit anion to ueke loany or withdraw
deposite, If credit wulons are ndt L(mpressed with the faoet
that & "boon” in operetions 1 awsiting them and if they do not
prepare thely finaneces for this boem, then mueh business will
be lest %o finenos sompanies who ars reedy %o losn money for
theas purposes and ave sonatantly sdvertiecing the faet io ouy
dnily newspapers anéd over our radic nedworks.

h) The welntive decrese in the densnd for loans as compared
with inoressed vesouvoes of oredit unions is having the
effeat of lovering the rates of 41vidends puid on sheres end
interest paid on deposite,



20Q.

DIVIDERDE Q¥ PATRORAGE DIVIRENDE
#HARED , OF LOANE
Ons hundred and one Thirty-nine ¢redit unions
eredit unions paid divi- (represented dy 34% of the amse~
dends on shayes amount. siastional and oecupotionsl typed
ing to $81,0h1.k2, E1$ of the rursl community type,)

paid patronage dividends amownt-
ing to $2,075.75. :

Humbsy of Dividond Huaber of Dividend g

Credit Unions Rate Credit Unions Bote
17 b 1 33 1/3%
8 344 1 30 Ags
1 3% h 2% $
Lk 3% 6 290 %
7 2 1 18 $
17 2% b 15 %
6 1% 1 12 ¢
1 1% 15 xg g
, o g
Total TOL Aversge 5 gy ki 5 %
i 2 %
Total 39 Avorage 14.1 %
INTERRBT ON INTEREST RBATE
DEPOBITS 0% LoAws
Aeventy-four aredit With fTev exceptions, the
unlons paid interest on associational and oecupstional typen
deposits smoukting to of sredit unlons charge the maxinmum
$5,040.%%, , rate of ifatersst (on suell losns)
~ : pormitted by law. In the ¢nge of
Honber of Interest lavger loans, raten of iaterest paid
gredit Unionn Rate by borrowers vary from 4 to £ of 19
’ T eer month, usually depending on the
3 3§ aize of the loan, terms of yrepay~s
3 399 ment sand the nature of the swourity
31 2% held, In veevidestial or vur:l
19 13% eomsunity areas vhere loans are gen-
18 , 3 % erelly repaysble in 8 lump sum, the
g g o0 1 ¥ me Jorityof the ovredit unilons charge
of 1% & rete of B per snium, while a
— . Jimited number ocharge gradunted

: , . » , - rates from & to 8% per annun de-

Toted Th Averuge 1.T% sressing with the slise of the loan,
There $s 2 teondency, especiclly
among rural orsdit unione to lover
the rate of interest on loeuns,
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In eoncliuding ouy tsoaﬁaeat of gredit unions in Besketoheven,
we might dizgard ouyr statistioal apnalysis and turn oer atteantion
to two missellaneous topies. The firal concerns the bonding of
oredit unjon tressurers., It ils noticeable in Saskatehevwan that
nost oredit unions cerry oanly # one thousend dollar fiﬁaiitg hond
regerdless of theily tntel ssgaets, It 4¢ felt that some greduated
sonle should be adopted so that hosding may be brought mors ia line
with totel escets of v oredit union. Ae for the second tople,
edviontion, we find the aéma 41fftoulty thét t¢ present in the
ore@it union movement ss s wvhole. There is 2 tendenoy smong xesy
gredil wnliones to discontinue their educationsl wndecvours after
they begeume wutablished., On the contrary, s toniinuous sducational
progrer should be walintesined. A4 w@ilfiafarnoﬁ wembershin, which
understonds the purposes, ajfms sund operstione of 2 oredit unlon,
1% one that 1s more willing %o shawrs in $the reaspoudibilities of
manngement., It is the duty of oredit unimn lesders vithin sech
eredit uwnlon Lo mee %hnt every offort leo nede to engure & member.

ship that io wvelleinformed.
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SABXATCHRWAS, DECEMBER 31, 1938, TO DECENBES
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vf Go-operet’

Dec. 31/38 Dec. 31/33 DPec. 31/80 Dee. 31/41
$ 19 32§ 52§ 72
1,450 2,362 by BT 6,213
20, 832 %k 67,795.23 ;3@,3 §.53 13@, . 58
?7 5?77 . tk 5?,53k1?9 ¢$3y3)$ 31 ikﬁntaﬂ*&g
2,760.68 £,290.13  13,573.00 3h 25,90
3,??&.&; 1%,633.59 3& 226.7 ¥%,757.85
79175 2,661.75
‘ 5,211.50
16 aa&.ag ﬁa,aaﬂwaﬁ gﬁ,g?ﬁnﬁw 133,21? 36
765 1,812 3,119 3,@56
3&,8&2.?ﬁ 11?,@1@.7Q ﬁﬂa,w?é 45 29%,108.9y
3.2y - Bh.69 81 8c.72
35,8%5.00 156,683.00  380,635.00 675,765.00
15.5% T1.37 187. 19 46 .00
242.80 1,823.91 3,.3h7. .42 b,931.09
- - &3 it §11.95
152358.71 h,149.582 G,205.14 13,308.55
32,76 1,735.56  4,171.83 6,212.55
19% 363 39.3% 43.5%
12,78 23.66 29 .08 30.17
&7 83 86 87
vn end Co-operacive Fevslopmen.
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D174 1k, 3536 20,088
312,125.51 9?,?&7 83 9,&%?,&%1.;&
ﬂ??JB”“*x? #83,533.1% 1,3082,221.63
£5,553.68 Eﬁu,ﬁu 5 z,w;,’;&-&ﬁ
8%, §#ﬁ.é3 337,.371.00 858 ,042.59 -
3;361.?5 85,262.29 731,2? - 56
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6 532.33 ia,l?ﬂ 53 22,580,700
5:*‘3? SRGL 75581
&35’&’9‘5&&9 822 ﬁb? ".?5' ,&331,3,;3 83
84 .08 1ﬂé,§8 21%.26
1’ 111,#33.6& 1;391}5;#“&' 3,&?1,&;.&*{;’8
T78.07 1,554.86 250.54
6,&5&03"!‘ ?, :&#{“423. Ei’ﬁhl h?
£55.066 1,163.55 2,075.75
1& ?1”5’8{ élwtqp’? &2,3?,}-%&
71:7I6.05 11,4%62.5¢ 26,3558.3%
%2 uk% &i ¢§3¥ kﬁ.;’ﬁ‘ﬁ
15 .58 3% .87 C118.73
108 1% 131

fource -~ Deperiment of Co-operesilion anéd Co-operazive Revelopment




UHAPLER X
ALBIRTA

Oradlt Unione arose 1n Alberts under conditions similar
to those existing in Maniwoba snd Hasketohewen, The Ffirst %ie
sooleties were lnoorporated on Beptenmboy 88; 1938 under the
Croedit Unlon Aot of the ssme yeer, Development has heen wd ey
the guidencvs of the Depertment of Trede end Industry and,
primerly, the oucoeseful progrsss of gredit unions ig dus,
dirvectly or indirsotly, to this govermment department., It is
roalized thet future growth must gome from the ruysl sress and
wuch of the promotionel work in these districta 1a belang carried
on by the Fxtensiocn Depariment of the University of Alberts, with
the ashiptpnce of & provincial grant. A sescondery resson for
rapld dsvalopment may be treced te the feot that losders of vthey
forme of gp-opeyation, reslising the benefits of go-operstive
eredit, srs advising the sdoption of ereldisv unlions smong thely
aea%erﬁ.il Bacause of the growing confliet betwesn so-operative
and seorporetive @nte§§?1§a,'rki&h hat been eryrisllised publiely
in tsietton 1esues, there (& fear, in o fovw oasew, dhet norzel
sourges of eredit may be oni off from co-operstive business 1in
rursl erean. In other ceses, credit unione savre doing promoted
with the hope of replasing sXisting commercial eredit Iinsiitu~
tions. Oredlt snion extensi{on promoted by propagende of 2 des-
tructive natuye is certsinly not besed on precedent, snd in

principle 18 notv %o be commended.

As of December 31, 19kM, there were 168 incorporsted oredis

unions, 19 of whioh were inverious stages of orgealsation send not

1) The uso of eredit unions has ealloved msny co-operatives to
the prectice of doing bueiness on a "cash desis”, s Fundaments
so~operative prinoiple, and thus %o shift the burden of fimend
ing o the lecal eredit unione,
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yob raporting their financiel setivities. The stetistics for
this and preceding ysare ore smdodled in Taeble 1l. Ths moet
recent bslenoe sheets svelilabe chow susseis in oXcews of one

®illifon dollers.



TABLE 11

Progress of Crsdit Unloms in Alberte (1939 - 1984}

Credtt Fotel Loans .ﬁMﬁha& foans
Tear nions Hemders Assets Ehares Daposits in Lest Fipencisl Grented
Toaay Eince
Inception
. 1939 a3 2,226 47,806 ho,681 5,505
1340 35 3,312 103,483
- 19%1 33 4,564 161,454 127,693 21,904 121,72k 528,691
1942 Th 6,283 2h5, 202 192,678 34,860 354,872 881,563
1943 129 10,066 869,021 355,077 87,021 362,008 1,445,591
19%4 1ho 14,790 972, k8% 711,232 203,082 1,113,653 2,599,244
Epures: Cansda Yesr Buck snd Other Sovernment Publicetions.
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CEAPTER X
British Columbls

Britvish Columble wer the last yxaff%a %o agaat legiolation
for the fneorpoareation of oredit unions. This took the form of
the COredit Unione Act, 1938, whioh came iﬂ%ﬁ‘effﬁﬁt on Januery
31, 1939. Credii unions csme under the jurisdietion of the
Jurisdiotion of the Deperiment of the Aﬁtarnegéﬁtua#al. Inter-
28t was Fivst srvoused emong the urben éran;g, who although acg-
wointed with the Antigonieh Movement, were influenced by the
suocoss of oredit uaions in aégaaeﬁt arens of uhe ﬂhiﬁoa 5%;%&5.
Grovth has boon quite stesdy both in the number of soclaetias
and members, f%ghlé 12) Msmberehip in credis nniéaﬁ ¥anges
from eixteen {n the smalleet to fourteen bundresd in the lergest
and the essets vary from & fey hundred dollevd to nearly $15Q;
000,00 aocording to latest aveilebe statistios: Until Januery,
1945, there hed been 133 ﬂegiggin&‘iaéazpavcﬁa&;'13?'ar whioch
‘varw in aperaﬁgga. The sooietiee iaéézﬁﬁrﬁhsi ney be olasaniflied
Al f@}!avst 58, aommunity; 43, cccupstionel; 25, orgsnizational;

and 9, religious,.

Perhaps the most nobteworthysspect of oredit unioniam is the
Credit Unfoms Act 1teelf. In the opinton of the writer 1t ie
the bdast legislation concerning ao-operstive oredit in axisﬁanaa
fa Cansdan, This isigaraiazly due 30 ths fact that sines 1% 18
the modt racent Act, 1t has taken adventsge of the experience of
#1l the other provinces. More importent, hovever, it appsarse
that, rather then meraly copying the legielatlion of Nove Bootls

8% In the csse of the wther provinoss, ithe framers of the Aot

mnde en objaotive and detailed study of the oredit unlon meve-




mont and embedisd the results of thie in the logisletion.

Let ue nota s fev of the unigue fen%uran of the Britiash
Columbia legisletion reopecting credli unjons. In the fivet ylaec
thoye is & striking dietinction betwsen shaves and depomits and |
the use to vhich these funds msy be put. Heotion 13 of the Aot

statoss _ f
(1) ™A eredit union may receive from 1te nembare Snly money

on aegasit and may allov interest eharann, subject to the falias~<
ing eonditiones~ ‘
{a) Monuys rvceived on deposit and all seourities r&ytaﬁcnﬁ

ing any invesiment thersof shell not be liable for or used to 1
pay any other obligation of the eredit union: i

{v) The olaims nf membore entitled as depositors ehell
rank squaelly with the olaims of other creditors of the oredit
union ageinst ell i1te other sasetn, notwithstending the Epae!ll
security for depositers provided by clasuse {a)s

(e) 7The oredit union shell et #ll timee have on hand in
lavwful meney of the Dominlon oy on deposit with 8 Bank or centrel
eredit anlon at least twenty-five per centum of sll deposite whiod
are withdravable on depand,

(&) ALl dopomites peild by the oredit union Inte s benk or
gontral orodilt union shall be plsced in & separste scoount, snd
the sccounts and tranecsotions releting to noneys recoived on
deponit shell be kept separsts and distinet from the genersl
business ef the sredit union,

(R) The Minister wsy make such regulstions & uay seen
advisadle to define or deotermine for the purposes of this aettiau
what i85 3 deponit or vhen a depost 15 withdrevable on demand.”

In sddition Uo the cesh reserve for deposits, rule 84 of
Fulee snd Constitution of Cresdit Unions providen thet "e oash
reserve equal to st lzeet five por csntum, ar-cuah'g?ash@r per-
contage a¢ mey be requivred by ths Bupervisory Ccmmittee, of the
paid~up whare sepital shell be meintsined st all times 4o meod
the withdravwels of shares", Thess reserves are exolusive of #

‘Guarantee Pund.

Beootion 1h, releating to borrowing povers ststes:



9.

(1) "A erved!t wnlon peay borvrouw snd raise BORsy in éush
o mpnney s 1% tRinks 14, sad in pertionier by the issve of :
debontures, snd mey seours the peyment of any #uch monsy by g
moytgage or vhorge on 1ts roal oy personel property, inclwding ‘
sume unpsid on 1te akares,

{2) fthe total sumouny ot sny time ouitsbsnding of peney so
borrowed by & oredit uwnlon akell aob sBossd tusniy-Tive per
gontam of 1t9 aseets, exclubive of sume unpsid on its skeres snd
of the value of properdy of the gredlt unlion slresdy morigeged ar
sharged dy 14, i

{3) 7The wruler of s oredit union shell state whether or not |
the aryediv wnilonwell be suiboriszed Lo borrow, end Lo vhet 8z« |
tent and (n wheli wenner, end thet me lsewg of debenvures shali '
b2 wade without ths sanotion of an exXtrecrdinery r»waza%iﬂu.

In sonneetion with sub-ssotion (£) of biv cection Ruls &6
of Bules and Comedliubion of Credit Unione shebee furthey thet
"ne sul of poeney yeyable Lo the Credit Uslon in arrosre of wore
thoB..cooe P81l bo dosmed an evselt OF greater velue then the

value of any esourity held by the Credit Union sherefors.”

£t 38 tyue thet Beotions 14 end 195 mey work a heriship on
some oredit unions, but for thelr wall-baing in genersl they

aty very nagessery end ilmpovsants,

An puendsort in 19%% o Beotion 28 of the Aet ie interesting
in ne fer b, in offest, 1t allovs 8 Oredlt union to demand that
8% leand five wharee Uuw keld by saeh pmunbery 2¢ the and af five
yoors of membership. If » wember d4oes not hold flve sheres,

.uaé during eny one PLieon)l yeay 4oes net subsoridbe for at least
one SREYe, He Mey bo rovifled thet he suet snbuoride for ons
shere within & wonth or be eubject Lo expulesion., This reguletion
vends to seeist the membur fntp the hebit of "systemstic - ssving”
and elininnte pareeitie mewederz who Join the sooloty snd cone
singe Lo held suly one sherxs with the visw of horroving snd not

saving.

Clanes (8) sub-sagtion (@), Esotien 33 te unique in no fay
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ee 1% Liwmits the xete of dividend thad may be psaid. Sub-soction

2 provides Lhet efter twenty per centum of the net sarnings have
bsen credited o s Guarantee Fund, the remainder may de appor-
tioned evoording Lo the v;aﬁas of the wmembores st the annusl
general mesting. One way thet this smount may bds distriduted is
"oy paynent of a Aividend on the ochere ocspitsl paild up te the
end of the precoding fisas)l year, but not exceeding six per
centum per ennum, or She emount rocommended by the direotors,
whiokever 1& leee.% Pive pay centum of the net earnings may

be pleosd within an edvucetions)l fund, end the remeinder mey b
distriduted ox ¢ patronsge 4ividend and/or retained as undistrid.
uted garnings. Actually, in iritiah Golvwebis 1t hes baaﬁ the
pragtioe of orsdit wunions 46 Limit the rate of Aividend to 3%
and return ¢ lerge portien of the remeindsy to the borroving
nembere. The above merely sre & few of the detter festures of
the Credlt Unions Act, which tend to remedy mome of the aspectis

of eredit union legislstion bthat have heen oriticised.

Thare are two sontralized institutions thet serve credit
waions in Byritish Columbie, nemely, taQISritihn Columbie Credlt
Unlon League, snd the British Columbis Central Crsdit Veion,

The firet of thsee was zaoaryavngaﬁ in 1944, Before this time

1% opersted vithout legel stetus, uider the same name and esrlier
unter the neme of the B. C. Crodit Union Asscoletion, Actuslly,
the orgenizetion e » co-operstive, and sherefore, ies incorperate
ua&&r‘%kt Co-operative Assocstions Aot rather then the Credtt
Unions Aet. Atthaggh the latter Act allows co-opsrativas o

Join oredit unions, the B, €, Crsdit Union Lesgue 12 the only
so-operative to vhioh oredit unions may belong, end 1ts members

ship 1¥ resitrioted te them. Of the one bundred and twonty-seven
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srodlt untone oparating, one hundred end twenty-one of these
ware nembsre of the League 2t Jenuery 1949, Capital 18 obtsined f
by the osle of sheror veluwed at five dollare to member credis g
unions, which may hold # nixipum of ons shere for g#éry $10,000 E
of the membere' own cepltel. The Lesgue iv not 8 eredls union
in eny wense of the word dut merely e service orgenizstion, It
ie aiviag&\iate thrse depsrtmente: Publicstilon, Etmtionery
Buppiies, snd Genersl Serviges, and osch depertment is finsnoisil
sutonomous. Surpluses in the hend of either of the two former
are returned to the petronme of thet department. The gunsrel
operation of the Lesguwe 18 finsnced by dues peid by LLe members
on a percontags of ineona or por capita besis, whiohervsr im the
greater, In othey Sthen centyrsl credis ﬁuﬁattaaa;_it ig similer

to the Lesgues in othsy provinoees,

The B. ¢, Central Credit Union, came into being in Mey, 194b
Membership 1n Open to eredit unions snd co-opsretive asbocistione
In Auguet, 1945, there were 082 members who had invested over
$50,000.00 in the orgenization. At this time m@#berahig and
veaplital were incrsesing rapidly. After one yser of oporations,
the contral eredit union had receivod 2T applicetiocur foy leasne.
One of these was not granted by the Uredit Committes; another vae
granted by the{ﬁo&nittaa to & so-operative group dut refused
by the Credit Union Inepestor; and a third was grented but not
ected upon. Thus 24 losns werv mede totalling nesrly $30,000.
Atths&gk momborskip Iin the orgentigzation 1s vpen Yo co-gperatlive
ssBpointions, there are &iffioulttes in geining the mupport
of the letter. In the first plece, there are restrictions with

regerd to losns to Go-nperalives., A1l such loens muet have the

epprovel of the Inspsotor of Credit Unions. Yn the sbeence of
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proper supsrvision and inspeoiion of ﬁﬁ*ﬁ#@rﬁﬁitga, 1% 1e often
rieky to make losns to thene &Bﬂﬁﬁ!é%i@éégl, In oompariaen Le

# eredit union, When, & ov-oporative har less incendive o Join
%hp aéa%ral sredlt unfon. The sscond vepson why oo-opsrstives

ayé not giving full support ©o the orgenizetion 18 btlhe faet thet
® menber of the oentral uredid wnion nust subsoribe to the shave
cupitel of the oredit tmellution in preportion te {te sssete, o
8 orodls wnlon this Ay nol baalihstiag feobor in nembesrehip. Buy
%2 the larger eo-cpewsatives, many of yhieh Beve gsecte a¥oeeding
one million deliare, en e9¥%penditure thet 1¢ beced on géguda LRetb
are, fur & learge part, in @ aﬁn»liquxﬁ form, 12 & seriouy lis’%ing

fector,

7?3& gaplital of the sentysl ovedit union sompiete of shayes
end &ag@aﬁaﬁ, Membors must purchase shearos on the basis of §5,00
for overy $1,000.00 of thelr total wosets 8t the snd of the pre-
geding ¢alonder yoar. Depoulits s0depted from the membirs hzay
intersat at 16% per ennum. %hay voms Trom three Boln S0uress)
sradlt unlon Tederva Aoconnte whigh tend bz Bp of & pormansnt
pature; sredit unlon conl roserves, vade wp of 3% of the rhave
onpltal snd 2%€ oF the deposit saplial of orsdit unictie, whiok
aloc are falrly *teady; end lamtly, ssasens) cesh surpluses of
Both oredlt unlons snd sv-operetives, The caplial thuwe recsived 18
Loened out £o Lte mexbsrs &t 2 rabe of 3% per snuwm on unpstld

balaneces .

1) As of aaaasry, 1959, ﬁnly one zaca had buen made %o 8
so-opeyabive sseocigtion,



TABLE 12

Progrees of Credii Unloms ‘m British Sclumbis {1939 - 19hk)

Yeer Credit Tﬂ%ﬁl‘ , Loans grented Loans ﬂr&uti&
“nionse Hanbers Assois Ehsyres  Peponiis in Lest ¥Fiamsn- Since
gial Year Inaap?iﬂn
1939 6 500
1940 43 1,32¢ 18,790
1541 71 3,512 69,k26 63,157 2,658 83,942 132,h67
19h2 &5 6,376 176,040 162,708 5,265 237,077 362,257
19%3 109 503,281 k48,817 29,970 660,561 1,077,573
1944 118 15,665 k8,583 851,639 51,337 1,038,896 2,071,850
Sourcee: Csnsds Yesar Book snd Other Sovernment Publisations.
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CHAPTYR XL

Credit Unions - Netionally snd Internstionslly

It 1¢ 4Aiffiould to disouss coredit unions {n Censds on the
netionel plane hecawre the lergest group ﬁhnt may be alassiftied
undexr one hesding is provineial in nature, that is, on the haets
of the lesgues, whioch X188t in every provines, FEven oo, esach
nepber union iz completely subonomous. In Beptember, 1943 at the
Lévie Conference 1n on sttempt to inetitute s netional brotherkood
of credit unions, a Cansdian Cradit Unlon Committee (affilisted
with CUNA), was formed, It fu Righly énnhtful vhether the forma-
tion of @ ngﬁien;i organisgstion will ever beo sucosssful while @
Domintion Act reepeocting orsdit untone iz lacking. To speak of &
nationel orgsnization &uah a8 thet whiak exite 1in riulana i 1n~
3aﬁ¢1hla in the ?rasanag of political, weciel,; geogrephiosl a\a
ﬁthar barriers. However, rgaiﬂa#ng thst there does not exist @
Cenadian oredit wnion agv@maut, ia Lhe narrovw sense of the word,

in order te conselidete our pioture of aredit untonisnm nationally,

1) Rether than nilewins axcait anians %o spread by loosl gravth,
Pinlend employed the method of centralisstion by forming the
Go-operetive Agriovlitural Credit Booletiss. After 1907, dune to
ainbakes {n orgenizetion and mensgement, the co~operatvive orsdiy
novement Found iteelf in Adiffioulties. Urovth ked baen too
rapid; local sooiesiler were unoet supported by a suffiolent
nunber of pesssnts; and ‘onpitel Funde were insdequate. A
contrsl bank wes formed, the caplitml of whioch was furnished
partly by the societies end pextly by the government. Sinoe
1930, the central bank has Sended to bring about soneolidation
snd re~orgenisation of the less efficient units. This re
sulted in enlarging the sphere of locel societiss, inorsesing
wenberahip, capital resources, and reserves, and rendering
 8dd4itional sorvioee at docrsasbng conte with the savinge going
t0 the members in the form of lower interest rates. The
repreentation of the soctaties in the central bank s deter.
mined by the number of sheres held. However, no sosiody may
heve Sore than #1X votes. The benk is meanaged by twelve
director®, nine reprsventing the societies, snd thres represenb~
ing the government.
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stetintide relating to tzgi{an& growth of the soeletios tn Oenada
ers given tn Tables 13, 1h, and 1%. If 4t 4p Qiffioult o gone
coive of & netional ﬂmmnmen - how mueh more ALffioult is
1% te oonceive of gn Intevnational argm#i&atien, 6ﬂﬂalhpa often
boen olasesd ss such and Maldison, Wisoonsin, the heuegf CUNA has
often basn deroribed es "the ovediti union cepitel of the world” -
an eksggerated statoment. Purely for matter of interest it ia
pointed eut that anm inteynstion oredit orgenizstion besed on
"so~operative” principles is being contemplated, Thie would taks
the form of ths Imternstionsl Bank far—ﬁaaansﬁ&uuﬁaaa and Develop-
nant; a2 outlined 1m the Bretton Woode Proposslsz. While this
. pannot be anlargg& wpon in this survey, bthe luwrostdd reader is
asked to gompars the prinoiples sumbedied withia co-oporstive oradlit
with an axglaat%ian of the proposed &atarnq%ina&l-hlak;fazﬂutﬁni by
Alvin N. Hansen in his Book "Amerios't Role in the ﬁori& Koonony,
asepevially pegdew §3 to W7 |

- £) Ia Navember, 1945, the Opnadien Pederation of Credit Unlone
vas formed 4in Winnipeg. It ia made up of represeantatives of
sach of the provinsiel lemgues. In May, 19h&, 1t 1a expected
thet Osasdes will be elected to s vice.presideatddl sest on
the natiosnsl boerd of dirvectoss of the Credit Union Natilonal
Asuosietion. Follewwing thie, & Censdisn offige is to e
opened in order to co-ordinete sredit union efforis throughout
Usnada., The offloe of the Cénedisn Yedersation will then be

the netional headquarters of all sredit uaions in Connda,
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ZABLY 13

Comparpiive Fosition of Qredit Untions 1in Censds

1900 - 19bkh
Yooy fradit Meunboyxe Aspets
tnding Unions :
Ko. Ro. $
1900 1 - 26
1915 91 23,61h 2,087,788
1620 113 31,798 6,306,965
1925 182 33,279 B,061,315
1930 194 hs, 187 11,178,810
1935 ‘a1 58,045 Iﬁ;l?ﬁs?ﬁ?
1940 1,167 201,137 25,069,689
1961 1,31k 238,463 31,230,813
1942 1,486 295,984 43,971,985
19k 1;780 374,069 69,819,694
19hk 2,007 k79,131 92,h01,652

fourves: Dominion Deparitment of Agriouliure.




TEBLE 1&...Credis Unlonz in Canmds———-1iGhl

Lﬂiﬁa

1,038,896

Loans
Province g:::i: Rexpbors Aszots Sheres Doposite fi#?i:g gr::::i
financisl Inception
| | - Fear
#g. !#. $ $ $ 'f
e e 6,880 33,757 @3k,207 84,317 197,657 831,497
Bove Scotla 213 31,796 2,026,798 1,532,987 58,325 1;391,2$3 8,081,194
¥ev Bruaswick 138 27,558  1,7hbh,262 1,596,680 59,995 . 1,265,986 h,482,131
Quebsc | . o
et o e Tl AR TUURIR RN rese.ses
Ontario 220 B850 5,998,583 2,082,B71 2,845,575 3,466,881  19,986,38k
‘Hanitobs ok 14,401 897,517 350,802 k97,593 ?ﬂﬁ;@ﬁﬂ 2,143,591
Saskatohewvan 163 21,088 2,485,555  1,301,68% 1,006,572 1,635,995 3,571,645
Alhorts k9 1k, 730 572,484 711,232 203,082 1,113,653 z,sag,gaa
British Colmmbia 118 15,665 948,583 851,639 41,537 | 2,071,580

In the Quedec Derjardins figures, asssts of $14,258,196 in csisese reglonsles not IncliuBed.
In other Qusbeo eredit unions 1983 figures Bave Dssn uwssd and in the cssy of Menitode some
of the figures Beve Doon ssiimeted. : ‘

Source: Iominicn Deperimeni of Agriculiwre.

*iot
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TABLE 19

Urben end Aural Oredlt Unions in Censds
by Provinoss (1943)

. ) 5 $ §
Provings , . ot Jebon  Bursl ;Totsl Urbsn Rurel
Eroyings - ;..Tsl "'ﬁ'g ﬁg.gz.;:. % 14@ ?;

O

Prinse Tdwerd Islend... &Y , i 100 11 :
Bove Bootil,sevousnsosns 20h 84 18 100 73 o7
Haw BrunewiokK.ccosvesns 155 53 E? 100 33‘ §§
%‘Q&gﬁtﬂ*ivpcttcscineti 5 131 -ﬁ;k 100 39 61
ORtBrID cesncrneenrorss 1683 1§¥ 22 100 9& }i .
HEnitoMlceesosssvnevnse BO ) Q@ éo 100 28 ?ﬁ
Busko boBOWAN, e vresseses 188 % 93 100 2% 75
ALDOVEB ., vvsversveronss LED 59 ?9 1@@ ;g, 23
Brisish Columbis..vaeos 109 67 &2 100

y , T8 € wn ey

alﬂﬂﬁlaiei&;0-csueni¢¢1'?36 3&& ‘1;193 1§9‘ &3' -g?

| fource: Dominlon Department of Agriculture
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Actuslly the portion of conaumer ¢redit handled by
eredit unlone is relatively amall ag yet, Although theip
business has incresced absvlutely; the demand for nﬁaﬁiQ
ters loane fron 211 sgencies of sredidt has alaso lacreased,
What aye thease other mourses of ea&éumar eredit? They
inciude sales finance voupsnles, retall nerchante, peresonsl
finance esupesnies, pavnbrokers, “ioen sherks” end commercial
banke, Thove tsking sdventsge of thess agencles aye gensrelly
tn the lower ingowme groupe - those whyo ssve little, The
gritevie which deteraines the income group iato whioh & person
falls é# doteruined partly by the individuels ege, sex, race,
vesidence and bis skill and training, dut wore hesicslly 1%
is dotermined by the quality snd guentity of the service
rendared as s produver, It le sa; profuctivity of the worker
that detormines his direct iaeambii It is novsly ¢ truien
4o say thet as ineone rieen, oxpenditure fop consumptive
purposes Lnoreases e§n§i§§aly at & Aecrsassing rate snd the
need for conpuper credit decresses, It ia therefore the
person vhoae productivity le low, snd consequently, vhose
bargalining power is weak, ¥ho mush rely upon coneumer sredit

sguncies,

1) Bo reference is usde here %o indivect or secondery
incowe which ariss from seyvices provided by the
governasent snd which in propovtionto income texen
paid s not of proporiizsnate benel'it to the Ligh
income gyoup. '

)
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Bales finenoe companies kRre often the orgenisstions that
make it possible for ratéii merchantn to extend eyedit, At
one time all retnil storss handled thelr awn iastalment sales
glong with “"chayge aaﬁaaﬁtg“, In neny oenses the buslness
pecasume so large that 4t was unvieldy end wes put, thersfors, in
the haunds of ssles Sinance sompenien. Jo effect, they buy the
lustelment sontrects that have been made by the eustomers of
the retsil mechonts. The finance oompany 1tself secures mest
of 1te wvorking eapite]l from the vommercisl bsnks. Hovever, many
rotell merochants 5%111 ¢nrry on thelr own eustoner-{insncing.
Indirest or Airect finanoing, then, mskes possible the varlous forme
of selling on an instalment or hire-purchase hesis. It s
41fficult to any whether auch & practice im commendnhie or not.
It osn be argued thet instelment selling, saduslly & syptem of
“forced saving", hes helped %o proumocte mess produstion of consumer
goods by &irecting expenditures into thewe channels anﬁ‘thareay
yeduaing aosts of production snd making for lower priges. In
perlode of prosperity, this is no doubdt true. Future income is
mede svelleble to ourrent merkets. However, in periodes ofTelling
prives and unemployment, the reverse is tyue. Current income ie
unsvailable to eurrent merkets. The net resulit is 2 prolongetion
and mosentustion of the wovemente of the business oycle, Ko
watter vhat stend one mey teke on the advantages of consumer
oredit, it doer not deter from the fact tha%,ss far ss the
individuel 1w songerned,his expenditure is less productive under
s hire-purchasing eystem. When consumer credlt cesses o be
an emergency messure end ocomes Yo form & large part of the
individual bdudget, & serious situntion arises. Unfortunately,
nany people Teil to remlize that instslment buylag differs Livtle
from omsh borrowing. 4 emsh lomn %0 sonsolidete instalment debta
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is satually a velinanglug of merchandline dedt. The mere faot

that the termwinology of Aeferr2d payment conltracta may emit any
mention of a losn, of interest, or of a carrying oharge is Dheside .
the point. Herchandise debta, as well ss monetary debts, inflict
& finaneial burdes on the consuwmer in some form. The aost of
extending aredit 1s paritlizlly pnid by the general hody of
conaumera 1f 1t in not paid eantirely by the "time" purchaser, and
this 15 refleoted in & “mark up” in. the omsh price 1tnelf. Under
aush 2 aysten, the sash oustomer payn %o a large extent for the
oredlt made avallable to the instalument buyer. The cardinsl
fasture of the hire.purchase sontragt 1z that while the huyer
abtalins podsesnion of the aytiocle, the seller holds elther control

af the artiale; or af the bvuyers zource of incone,

Anothey fors of retell oredit iz the “ahuigu~aecnan@”>ar
"open soesunt®., IV 44ffers from instelment yurchciaag in 8o faf
ps there la no down payment, no garxriﬁg gharge, no sontrsct end,
tharefore, no right of rc#aasaﬁﬁiﬁn, Interest is~n¢rgt& within the
engh prise. However, this plan tende to take the forwm of instels
ment buying 1f saccounts are not collected at the end of each month.
A modification of the sbove forme of retsil oredit is the “"budget
asoount” or “aaugam»hagk‘yinn*¢ A Book of coupons is purchsped
and thess may be weed as cagh vwithin the atore, A down payment
ig required as well ss & onrsll service cherge. The balmnge le
payable within & speoified time. In canes vhere cherges are levied
as part of the omsh price it must be atreesed thet the conwumer
pays for all) services provided to the few, This ineludes payment
for oredli managers, offiow equipment, the interest lost on oredit

eutstaaaaﬁg; band dedt lonses, and thes aoet of providing suweh

servises ae 0.0.D., smutomobile parking, sto. A good srgument for
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# bwo~prioce eystem - {l.e,) vash price amd oredit price -~ mey bhe

wede ia vigw of this.

Personel Finance companies 2ye a populey source of akpzﬁ
term losne, The effective rate of faterest 18 gquite high - from
189 to 244 . Deosuse of the high operstional sosts. RExperience in
the ﬁaité& S%ates has shown that raten below 2% per wonth on
usapaid bwnlances keave oaused legasl lenders %o cense business,
Frssunably they would net 4o thie 1f the business was profitedle
at this %u%&; The largest demand for leens 1s for the consplidetiss
of dedis, Pollowed Ly medical bills, clothing, fuel, food, rent
and aatﬁﬁ&biitﬁ, Under government regulsation, mﬁipr&aﬁgégss are
few. &A% yx¢s§a§ they sre the greatest single thrent to the "loan
shark", silace thay sre the first line of defence agsinst 1llegel
lenders. (ensrelly, s yéraﬂnai finanee gompsny gan exiend eny

lean thet en 1llegal lender will extend,

The role of pavanbrokers in Gansnde ig gulte amall hut they
4o serve a dlatinot economie need. Thelr clisantels 1s wade up
of thoae with the least bergaining pover. The hazarde of pawne«
broking and coal of operating la reflected In thelr rates which
are above bhose of %the persvonsl losn compsny. @Crediy from »
pavnbroker offers msany sdventages. In the first place, sinoce the
pledge L¢ the sesurity, there is 0o need of co-gignors or wage
assignnents, Losna are made without yeference to income and ere
deternined by the appreised auoiion value of the pledge. In eflect,
the borrover is wselling an srvicle, rvessyving the right to bay 4t
baoy within & specified time at 2 apecified higheyr price, Loans
are guiokly made and garry no abligetions on the par$ of the

borrover. Fallure %0 repay 1s aot sudteat to fines oy lavsult and
the one penalty is the losn of the pledge. Therefore, if thers is
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Iitt1le ohanoe Tor one %o redeoom Vhe pledgs, It ie wizer o zell 1%
autrighd %o s sacond handl dealev. Hince Hhe lenddyr has no povesr
sver the aorrowar; proadlouns of regulatiousn are not 9o agule,
Pallura 52 the part of the pawnbroksr to aell the forfolted pledge
for as nuoh nu the redeuption prioe vannot részlt in a defi¢lency

Judgment.

Loan sharks #sre those londers vhoe sharge illegal and
sxcenslive raten of intersst, Yev buslnesses sre less publicized
yet more viclioun then thed of the loan sherk. Although they nre
not prevslent 1n Censds tn-dey %o any lerge extent, "vest.pocket"
lenders at1ll operate on v awell scale in such places as faotories
and lavrge offices., HNeben of interect werying from 200 - 300% per
zanun are the rule, The most common method »f flonting & losn is
by "ealary - buying” vherehy the lender purchenes the bSorrever's

srlary a% 2 diacounted pricve.

There was » tiue when 1% sould he truthfally nold thet
sredit unlena 412 ot ooumpote with chariered h#aka, aué an the
athor tand 2113ed = gap 1n the aperztions of ared!idy &nstiﬁuti@éa
1n Ganeda. Today, a% lesst 1in geviain aress, eredlt unions and
sharterad aanks do asonpete with one anoiber in the Field of
“personal leans™. One chartered bank is uaXing approximately the
same interest charges as eradil unions while the others operste at
lower rates. There asrve assversl remuoas why the benks eantered the
smsll losn busineso. In the Tiret pluce, they wighed to meet the
ariticiasm thal nank servioes voare not belsy made svallable Yo the
wage-sarner., In other worde they vished to supplement exlating
garvicen, Xn additlieon, it wep hHolleved thad such n plan would
sring the baak a2 oertain amount of good will and osllsteral
business. Finally, 1% voa belleved that swall loans oould be put
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#n e profitadls hasis,

2)
Plonesring in the “"personsl loan” Tield by =

ohartered bank wus osrried out by the Canesdian Benk of
Commerce whioh eet up its personsl loen departments in

June 193& at Helifax, Montreel, Toronot, Winnipeg, Calgary
and Vaneouver, This systen iz etill in operation. Bransch
banke are not allowed to u&keAﬁﬁraanal loane themselves,

but merely asst s» sgents for the personsl loan department.
The branches are sliloved & amell cosmission on all suoh |
business. The effeots of this asre threefold. It does not
leave the decision on loans in the hands of & perascn uneoguain.
ted with the highly spesialized personsl loan huﬁian:i%
Bovever, the conmisaion paid on all losns granted encourages
the manager to develop » large personal losn business within
his breanoh. Heaondly, since the commiesion 1g smaller than
the toterest which the branch bank vould veceive if the

iean were made as ap ordinsry losn through the braanch 1tself,
there &z 1ittle 1ikelihood that the ordinary samell loan
Businecs}vizx suffer by way of an attempt to get high rate
of interest by clessing & losn sz & "personsl” one. laatly,
this system has made 1t possible for personal loans to be

wade svaileble in any community where a branch existe.

£) Personsl losne are not to bde confused vwith amall losne.
The lstier bhave eslvays been extended by the bhanks.
Personal loans are made on the character, integrity sad
sarning ablilidty of the horvower. Small loans, on the
other hand, reguire sesurity.

3) It might be expected %hat suoch sn i{mpersensl relationship
between horrover und lender would result in msny losn
refueals, Actuslly, the number of vefumals for persoansl
loany heve amounted to only 7.66% of the tokal applioss

tionp.

O
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‘ Now let us analyse the system, peying prriiculay
sttention %o the effeotive rate of interest embodisd in the
totel oharge sade to the bvorrovsyr. Firet of sll, we should
realize thet retes are ocomputed on & 41soount bYasis sxd not
on an interest rate. Uader this giia.tha smount paid for
the use of the wmonsy is deducted frow the loen for vhich one
aypplies. Tk‘.ﬂlnﬁﬁiﬁﬁ Bank of Commerce would mske no serious
obhjeation to rates being computed on an iaterest haaia'hat
puch & oharge vould result only in 2 alight incrense in the
aont of operation because of the neceasity of additional
bookkeeping entriss, The 4isoount rate ahargﬂa amounts to
6%. Eovever, included within the total ehargs.maat for @
Xﬂua'&u & charge of 2% gentg per han&réé dolliers lorned fTor
inmupsnce losa-protection ia gnnes of the death of the
borrgwer, and en favestigation sharge that varies from f11%y
conte Lo thrse dellars dependent on the sise of the loan,
The borrovey, however, is told that "this gxéitﬁtian in puid
for by %he Bank™. Louns sre repaid by depositing eash month
1/12¢h of the privceipal sum, Interest is allowed on theae
deposite et & rate of 1-1/0¢% per snnum, In addition, 1f the
borrovey hse complisd with the teyms of his agreensent with |
the benk, he rtausinﬁ & rebate of 1L/18th of the interest
paid, What has been the effeative rate of interest? This of
oourse depends not only on the method smployed in computing
intsrest but also on wvhether one ooneiders that the borrover

receives velue for ilnsursuce proteaction. Assording to one

4) ®2inee the inmuguration of the personsl losn plan the
ordinayy small lesa business hes increswed sbout 25§,
This shows thet the personel loan department is providing
8 supplementery service rether than replacing a service.
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suthoriiy, sssunling thet ihe porrower recelves valueg, the

effective rate of interest on s losn of $120.00 4icounted

ts 11.788% snd, sssuning thet he does not recelive value but
that the insurance is effected to protect the bank, the ratc'
18 12.790%

Loun for whieh Disgount JInvestigation Insursnoe

pplies at O . _ 234-8100,
Loan int. Coat
regeived Sue of
. ‘ SO8 1
RIS “BET !

The writer setabllishes & present day rate of approxiunately
12% per &nauﬁ? The question srises congerning the legality
9f cherging spproximately 129 interest, when the Bauk Ast
states thet the maximua obarge must aot excesd 6%, The
method of surmouniing this llmitation is embodled in the

faot that the loan is repeld by monthly deposits that 4o unot
apply %o the llquidation of the lomn. The net effect is that
the interest rate is ralaed. The bank 2laims that the
borrover is merely setting up deposit mocount oo whioch
interest $s earned, vhieh will be equal %o the principal

suw at the end of tvelve months if the inetalments are
deponited promptly emch month. At this time the loan will be
written off. Hovever "there 1s no provision for interim

T
peyments.” The question, then, is not the legality of

%) Mr. Finleyeon, sn sctusry of the Dep't of Insurance, with
wvhose rates the Oanndlan Benk of Coumerce agrees, :

6) The formule used fs 2 M X ; § 100 3 vhere N is the
: ST T
number of paymente in 1 year (i.s. monthly » 18); I $»
the total currying cherge or interest in dollara; B 1is
the unpeid helence a8t the beginning of the oredit period
{the oesh price less any down payment); and N ie the
nugber of payments nede, exdlusive of s down payment,
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cherging 1% intereat, but the legality of the instalment
deposit taaie of repaying loans. Whether or not ﬁﬁ%h‘a
7??&&23@’ is 4llegal, 1% was certsinly not the intentien of
Parlisment %ké% it should be employed. But are these so-
oslled "deposite” reslly much? The hunk stipulatesr Shet
thty san0t be withdrewn by the depositor, and that they may
pe used by the bank while on "deposit”, yet they are not to
be goneidered anm yvepayments of the loan. Howvever, in ordinarvy
banking terminology, the word itself implies an smount placed
in the care of the bank 4n trust, whioch meay be withdrsen on
demnnd, The bonk, by stopping the depositor’s right of
vithdrewal 18 followving s pdioy, the legality of whiock is to
be gueationed. If it 1s conmidered desirable, such a2 aystenm
oun only be remedied by legisleting thet smounte repsid in

ray forw, must apply againet the loan.

The fsot that ve ounnot defend the bank's method of
securing an gffgaﬁi?a rate of interest in excess of the legal
mexinum, does not mean o vay thet we aunﬁsﬂa,tig high rate
Bfkiﬁﬁiritﬁ charged. Buch a rate ila necesgery #a make the
opeyatione of the ye&ann&i.iaga é#ﬁa?t&tnk profiteble.
Furthey the bvenk 3¢ Juntified in demanding that the charvge
for borroving, cover the cost of lending. If personel loens
are not only unprofitable, bae.yasalt ia heavy lossesn, there
will be & tendency for the banks to sbendon this businesns.
Any 1§gasiﬁ$ian, whieh by lowering the intar&gt rates, drives

the personal departments cut of business is defeating its own

7) Testimony of Mr. Jamesz Utevert, Asnistsnt General
Kanager of the Canndien Bank of Commerce, before the
ftanding Conmittee of the Eouse of Commone on Senking and
Commerae (19khi-L3)
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purpose and fa forolag the borrover to pay even higher yutes

of interest %o other loaning sgencles, The benke should not
be foreed out of the personel loen fleld, if ouly for the
recson thet few businesses operste on s higher ethicel plene

in the pudliec interwst, than the chertersd banks of Ceneds.

When ve npesk of personsl loens, it i usderstocd thet
no collaterel ie required, aﬁhgr than the fast thatl the bore
rover nust be of good akarﬂa%#rz steadily employed, and if
yeguired, sble §§ provide guavautera?} 1f colletersl la
furnished, the loane ave olasssed sw ordinsry small loans end
pre entitled to a lower rate of interest. Personal losns are
sonfined for the most part Yo industriel sreas, Very few
lorne sye mede in wursl ayeag and none are made Lo foymers.
The remmon Tor this is, that farmers generslly have some
sssete thet will seve as ¢ollsteral sud are gensrally well
knewn Yo the locel brench mensger apnd thersfore can negotiste
ordinery snall loans at lowver vates of interest. In some
sreen, 1t is true, snmell loene in the ordinery course of
bueliness nre charged & high rete of interent; but this 1s
due %o the ripk involved s#nd has no sonnection with geo.

graphicel leestion.

It wight be sspumed at firnt sight that, since the rates

of intereat on parwveoanl loeus are high, there must either be

8) The pank obisine evedit reportw from the Retsil Credit
Assoofation an borvowers and guaventors,

9) In the peried 1936-1939, £ of 1% of the gusrantors were
¢nlled upon o pay the sriginsl amouat of thue delht, After
1980, this roae $0 en average of 1/3 of 1%.
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lxrge lossea or large profite, Such 4is unot the oase. The
Ganandien Beak of Commerce hsa found %ha§ losaes have amounted
to spproximetely 1/20 of 1# of the amount loaned. This in
perhaps partially due to the Ffaot that the personal lean
buainess wsg started duving 2 period of rising saploysent.
This does not mean thst hzgkig lossgs are nesdessarily expected
8t 8 future date. Losses wers slso held % & minlmum by
enploying a polioy of striot investigation of all potentisl
loans., This makea for high cort of speration., Frofits thean,
tend to be low in spite of high interest wates, It is merely
& gquestion of lover operational gosts and greater lasses, or
highcr-qg¢§at£saai soaty end fewer losses. In either dnse,
the caat Yo the borrover will he comparetively high. As a
metter of bank policy, the latisr slterunative is favoured.

As previously mentioned, e lerge profit wes not the primary
reseon for selting wp the psrsonal loasn ét?tlﬁ?ﬁt&%: HEovever,
the bank has found by experience that the profite in this
dopartment compare favouravly witk other forms of bsunking
service., There wvers losses during the fired o yoavs, ss
might be sapeeted in sny nev organizetion. The average ,
profite during the first 74 yeare of ocperation vere $13,13§?)
It &5 to be sxpsoled that profite in the fubure will rise as

the fenand for loans inovesses. (sse Teble 16)

There are tvo methods of conduoting a personsl loan
business carried on bé the chartered benks. The first s
that employed by the Uanadien Bank of Gommerce, whereby 1% is
segregated from other forme of banking and made to stand on

10) Thie figure i¢ remched after sharging the dopertment with
the gost of money et P prior to 1939 and %4 theresfter.
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1te own feet finanelally. It te for this ress>n that the
costs of peraonal losns 1s high, I¢ iz held by the bank
aunthorities that this does not dlsoriminete against the amall
borraever. On the aantraéy, 1¢ the personel loan field was
sonsidered part of the ordisary swusll loan business In whieh
eollateral 1s regquires, thza»gelisg would be a disorinminatien

ageinst the ordinary borrover.

This puggests the sevond method of doing 3&3!&;#; in the
personal losn field, Under this plsn; $he ousinces fe operatel
at 2 lows 1f necemanyy, ve » part of the genersl banking
business, snd such losses are oharged agﬁi#nt groes earnings.
A punber of the chartered bhaunks heve neen it %o opsrate in
thies wavniner Pror Yhe sole purpose of offering a servioce, thus
securing & nawtsia.amﬁaat of good will and collatersl
business. It is not the lure of profits thet is &rew&ag then
into the field, As fayr se can be determined, this is the
only type of loaning sgenoy whose oost of operation tends to
exceed the sost to the borrowvers. Such & system is carried
on by the Bank of Montyreal. Loana are entively 1z the hands
of the loesl brenck wanagers. The bank énthﬁr&tioa hold that
this 1is o be preferred since the maaager hes betteyr kuowledge
&f the newds, Tinenelel g@aitsén, and charscter of his clisnte
ekaa-&hc staff of the hend office. Charges are made a2t &
rate of 6§ interest or discount ms the bhorrover msy prefer,
The bank favours the latter, because 1t involves lese book.
keepiog ané lover cowte of operatien. The borrover should
favour the formey, because 1t involves & plightly smaller

aherge. This lover sharge is 20counted for by the fact thet

under the 4iscount syster intersst % paid on the principal



sul plus 1n%§r§st, while undey the intevesd rystem 1t 1g

peid merely on principel.

The Antersnt rete lw sll-inslunsive.

Ho oherge is mede for inveatigetion end loen insurense

protection e not reguired.

dennnded,

In some cusen collstersl nay be

In cemparing bthe twp personnl losn aystens in opsretion

by the chartered naanks, two striking feets sye portraysd:

In the Firat place there le no guestion &z %0 whish syetenm

is move sound} and mecondly, there 1im no guestion as to

which system is more favourshle to the borrover.

In addition,

as fay as 4t cvan be deternined, the number of loan refusala

and the peroeniage of lossse compare Ffavoursbly under the

twa systoms.

Rotes oherged huy

et Qﬁﬁﬁ&rﬁi Gredit Unions
Amount Apply Net Proceeds Honthly Amount Cost of
Roaspded Vor Depasits  Loened Loen
50, § 60, & %B6.37 $ 5. $ 0. $e.79

Effective rate 11.72%

in nany PTTTTR

a&zxa.naaagxn.sz_asnx.ﬁrJnansax&&

BEH
Amount of Uost of Bonthly
Loan

$1.57 § L.t

¢ s0.
190, 3.15  8.3b
290, 6.9 146.67

Reteotive rate gii;&tzy
in e#xoess of 6%

Losn JIanstalment

Amount ¢ost at #Honthly

ef Loen Losn Instelment
100, 3.25 8,60
200, 6.%0 17T.20

Brfeotive rate 6%
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Lt us nov summerige eome of the mein ihl.gs that
follow from thias chapter. Without doubt, the lemet costly
gource 6fF aosnsumer oredit including oredit unions is the
ehartered banks. In the osse of a bank operating on the
"d4eposit plaan™ prinoiple, the effective rete of interest is
slightly less, or at vhe most spproximstes the rate of
saximun and regulax intereet rete chearged by credit unzciiz
In the case of a cbartered bank cpersting on the "laterest
on outstanding mwonthly bdelanses™ prianciple, the afftpti?e
rate @f interest iz much lower thaa.%ka% of most oredit unloang
Credit unions not only pay 4ividends on shares which te some
extent return to the borrovers and fo many cames sllov

petronage rebatea (o horrowers, but they alsc lesve the membey

vith an equity 1o 1te sssets,

Teken at & whole, tonsumer oredis ggaaaics have bLeen
ext onding at & faster rate than sither populstion or son-
‘ sumers income. New agencies entey the £ield end qﬁﬁyenilr
develop new business. Xither the domend for conaumere funds g
1o gontinually enlerging, or hes never been satiefled, or
both. In sddition, vwith the exceptionof the losn sharks, 211
sources of consumer oredit, serve & separate economis need
and 1% depende on the security that csn be offered, whioh of
the oredit moureces will be used, It 1z on the basis of
economic need that consumer oredit can slone be Justified.
For such puvrposes ss emevrgendy, aeceassily ar inareased
produstivity, a losn may be deemed expedient. Even a loaa ab

high rates of Intereat for purpones of coneolidation or re-

11)' ﬁxed;trta the éﬁu: éf crdcit unions in Qﬁwhoe, vhi?c E
large number charge en effeotive rate of €% per sanum,
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finencing of debts ¢an be Justifliel. The whole guention of
whethey one should horrow dces not depend alone on the vete
of intereel charged, bhut vhethsr the nmdvantages received
exceed the cost of borroving in the eyea of the borrover,
Thier applies t0 any type of consumer crefit, It 1z not
only the rate of Interest or the total cost of horrowiag
thet 15 elgnifiowmb, 4t 12 2lso the purpose for whish one
borrove. This, hovever, must not be sarried too inr, Deflelt
fipaaoing es & continuning method, finds ite pvayér place only
in the handn of government., Particularly for the sonsurer, |
oredit is not e subetitnte for income. IV tends to wesaken
the profunctivity of insome and lu effect, wmerely postpones

the time of expendidure,

What should be the legel rate of interest on smell losns?
This quention hes bheen the onuse of mugh yarliamgntary aabn%e‘é
Undoubtedly an over-all rate cennot by advised. It nust vayy
for the &iffeyent typen of opredit agencies ané it must very
with operstionsl costs, taking into consideration, risk and
ssourity. A legel rete of {nterest that is too high Tor sny
perticulay sgency permits Faulity lending policies, discrimin.
gtes againet the honeet borrover snd harms all borrovers in
general, A legal rote that 1s too low meker lenlag unprofit.
s#ble znd dentes the vervice to ﬁgny boryovers. It ghould be
8 rato thst wiil éaeaurage 1@5@1 lending and drive out the
iomn shark, Whet 11llegsl lenderc fesr the moat, is competitios
from legitimate loaning agenoien, For this reasos thay oppoas
all leginlation that provides workanle small loaa lewas and

support £11 legislation that provides for lov interest retesn,

Ta prevent faulty prectices withia licenseld cvedit agencies
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and among retailers who extend oredit, the g@vnxnn#atlshaaia
demand thet sffeotive interest ratee ineluding ell charges
e reported to them, ihat they appesr in sll advertising,
that they be oaloulated on a single stundsyd snd that this
gehulation dbe inecluded 1in all loening contracts. However,
one of the ohief hindrences of government action fe allocstion
of powsre to the Deominion end the provinces., The Dominfon

" does not possess somplete coptrol over losns. GCompanies

© wishing to svoid undesiveble Dominion legisletion can in-

goyporste undey proviancial charter. In nddition, attenmpts

%o regulste the effective interest and other charges ere

hindered bessuse the Dosinion hes Jurisdiotion over interest

vetes vhile the provinees have control over "cherges”.



TABLE 16

All Poronsl Loan Departmente of the Censdian Benk of
Commeros by Years Since Inception (1936-1943)

Yoor Amount of Nunbor of Operating Profit
Loann Nade Leoane oy Loss
1936 o 1,837,46y 12,684 (£) 77,333
(epprox 6 months) ’ o
193 356533273 37,907 {L; kk ;708
{11 monthe)} _ '
1939 12,463,153 78 00k {P) 46,29
19h0 11,802,590 72,387 P) 71,609
19h1 11,086,780 - 67,098 P} 3h;433
1942 8,881,777 52,426 P) 33,644
1953 8,121,992 k7,292 P) 20,773
TABILE 17

Porsone) Losns Mads By Csnecdien Benk of Commerce
¥rom Tnoeption, June 1936, to April 30, 19hk,
By Ooographiosl Divisione.

Pereson Loane

Humber ~ Amount
Naritimes 24,716 $ 3,777,585
Quedeo 100,451 1h, 98k ;387
Ontario 287,037 39,691,680
Menitobo and Gesketohevan 32,34 k,963,960
Alderts 17,039 2,785,206
British Oolumbia 38,223 %,701,59%

439,867 $ 71,864,412

123,
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TABLE A8

Personal Loans Mede by the Canedisn Benk of Commerce

Losns meade aings Inception of Hoheme - June
1936 to Octoher 31, 1942 by Classification
of Oocupation and Purpose from Monthly Btate«
meat Flguves,

?aé écaﬁ*‘ “ Per Cent.

of of

ﬂu&hak Hunber Amouat Apount

8y Oeoupstion -
Lebourers and Artisane 176,970 &2 ,90 85,560,601 37.31
0ffice, Cleriecal =nd Others 117,003 27 .79 18,420,808 26.90
Hon-Menuel Workers . _
Foremen, ete. h2,870 10 .10 9,868,907 13,32
- Schnol Tesshers, felesnen, o
Sundries 8L, 19T 80C .13 15,256,01k g2.87

Totel  $81,390 100 .00 66,509,387 100.00

By Purposs o
Medical, Dental and COT2,19%  17.13  2,087,43% - 13.18

: Hokpitel Bills j
Consolidetion of Debts 106,563 2%,8%. 14,903,6k7 RL.73
Gutside Losn Liguidation 10,76/ 2.3% £,10%,548 5.07
Texes, Resl Eatate, Mortgages
“and Interest, Insurance 37,436 8.88  6,b79,709 9.h4%
Travel and Bducetion 26,387 6,85  3,00%,387 b.19

Hounse Juprovement, BExpenses _
Fournisbings and Equipment 59,713 1K.17 9,264,984  13.92

glothing 12,532 2,97  1,h38,1%3  2.09
MHotor Cars 27,381 6.50 5,996,999 7.68

Kiscellenecus 68,5948 16,30 16,797,418 2hk.49

Total hgl,390 100.00 68,509,387 100.00
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OBAPIER XITT

Conclusion

Reving sompleted an anelysis of ¢redit unioms and other forme
of ooneumer oredlt in Cansde, ve will conclude by dfscussing the
former keeping im midd thoir relatlon to the gwnersl field of con-
sumey oredisv, with the hope gt arri#ins st an oveluntion of the

vhole eredls unlon movement .

Piret we upy oriticise %&e philonophy of so«operative ¢rsdit
on the ground thet 1% is theovetiesl, fdeslistis, sad for sll prec-
tic¢al purposes, nobt upheld in the oredi’t union movements. A% ﬁhar
sutest of this thesis,ws a*#a&aé that & sredit union wae » “eo-
operative” enterprise secording to our definition (eee Page 2) and
we set this out sgaingt sorperastive 0n§s§yri¢;§ Is & oredit union

& true "go-operative”? The snswer iz in the negative. A oredit

1) The &iffioulty in erviving s% & legel distinsiion bebtween #
so~operetive and o sorpuretive snterprise was vieidly drought
ont in the Meeringes of the Roysl Commisgion on Texation in 1945,
Interesting ss 1t may be, the tsxation fesue i# Yeyond ithe sgope
af thig Inguiry, except Lo mention the summery »f the Commissions'
recommoeRdetions rogerding oredit untone. '

" 1, Thet the income of oredit unions or Ceisses Populsives
sontinum to be eXoepted frim texmition under mestlion &, parsgraph
(g4) of the Income War Tax Ack,

2, That section & (g) of the Inoome War Tax Act be emended

to meke 1t oleary

| {e) thet it includes federations whose member-
ehip mey somprise other avedit unions,
so~operative sasocintions, perishes,

sghool distriets and other eimilar bodies.

{t) Thet orgenizstions excephted thereunder

puety derive thelr revennes pyimerily from
loans mede 4o members,

Report of the Royal Commission on Co-operatives (Page 93)
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union 1# "an sseoelation with economic sims™, It 1s not, hav*.
aver, "formed by, and freely opem to persons heving needs in
-eommon™, ITts membeyshiy is not only selected, but it is é@mn
pokad of persons with verying neede, It 1o restricoted So parQ
sone united by a,aesmﬁn bond inte 8 homogeneous graa§¢' This 18
not enly e oardinsl prineiple of Hhe erséze union movement, but
in Censda, 1t ie strengihened by legislstion, %The sxistence of
"open oredit uniona™ ia urban Cansds sre waknwuﬁz Reve the
menberssn equsl volce in the menegement™? Th's is the principle
of "demooretie ountrol™ the Justiee of which ve are not consern-
od with at present, xt4is doubdtful 1f demodratic sontrol doces |
sxist. 1 @ll eredit unions, This is bassd on the premive thet

there 1o @ tendency for the mensgement %o be composed of persons

2) "Open" orsdiv wnions are those whioh demand no sommon bond
of membership other then mere residence. The feoli that & person
repides in s feirly well defined sres, snd iz of reputedle
charvaoter, mekss him oligible four memberahip. Open orediit uniam
have beean &iSempted in the United 8tetes, inveriably vwith
disestrous results, The 41fPienlty inhevent in this type in
wrben ayees, 18 that they are mowe likely o encountey finsncisl
difficuition. Memboys will have grester 4ifffieuliy in obhtaine.
ing oo-Bigners. Its cperetions avre likely to he extended to
the genaral public., As much it will tend to be supporied by
‘the least finencislly sesure element of thepopulaition. Az puch
1% will begome & commerciel ageney, operating, st best, on e
slender profit....a profit whioh will not sllow the employment
of capable mansgers. How oan the very existence of an urbden
"open" oredit union ever he JustifiedY Yis primery purpose of
existenge is Lthe ensoursgement of theift. Yet it endangere
this purpose wvhen 1t risks the invettment of 1ts msmbers by
entering the most hesgsrdous of all loaning fielde snd eharging
intevest vates far helow those of competivive commeresisl in
ﬁ%i”&ﬁﬁiﬁnﬂ. i

Uniese ceredlt unions of vhis type ave established on a vide
soale, 1t will never bYe possidle to make go-operative orsdis
potentislly sveilable to more then s mmall peveontage of zkg
pppulation, nor to more then one incoms group, We Reve seen
that this is not pomsible. Mere sssocistion in e gredit wnlen
18 not m suffieient common bond of tnterest to instell ce-opere~

tive aatlen,
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whe 4o not £ind it neossuery o pexiake of the loaning services uof '

the spoledy,. Tt tends to be formed by an iaves%&h& CleagBewunw &
sapltellstio clems, The eonstitution of mort ¢redit unions either ;
eXgludes oy limite bthe personsl borrowing rowers of 148 offigers,

Ty eleo calle for ;t#ﬂﬂhﬂ whoe heve leisure time Lo dsvose to Lhe
sosiaty Lo asewams office snd who san 40 »o viﬁhéaﬁ finenciasl reim.
buruaaenz? Do the mémhers “muke apyraﬁi&nﬁaly agnui'aanatihntiaaurb
%o 1ts ogpitsl aand business™"? The snswer 18 in the negative. Thevrs
tends %o be various extreme types of wembership. One type &vrongly
anpperts Lhe 5aﬁiéﬁy finenoislly iIin view of the relatively high

¥ate of weturn om his depenlt or iava#@m«nv, Another, the true
go-operator, smupporie i% finnngitliy'n§d nﬁ§ni1y. His interest in
the sodiety iz for from sslf-centred., 8uill anathué lends neither
finensisl nor moval support; but 18 invererted only in the privi-

le goe eaccompanying membership. In the =eme xa} i1t osn be akewn
'thﬁﬁ the comtridbutions to the business of oredit unlons are unequel,
“Do the members derive proporiionsts services and benafiis"Y JFer
squally obvious reasons, we ¢en des that the snsver to thie 1s alse
n:s&tive. An attempt 10 remove ocertain financial inequalities with-
in the i;aﬁgrabiy is seen in the inoressing use of patronsge redated
(e Rodhdale principle). Bugh & preectice helps remove any barrier
betveen the dorrowing snd lender groups. Some snthusiests, however,
will urgu& thet (4n & oredit union) there iv not this dlviding Sen-

denoy in menbershiy, since boihk olessses ere the members and exoclus«

4tve owners of the soslety. To show thst there 1z @ split in member

3) If 1t is tyue thet the invesiing class tends Lo be the ruling
¢lees, 1t {8 probably ss it mhouwld Ye. However, it should noy
be dtlsguised by saying that ve have "demooratic control™,
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ahip, and thai{ the oyeditv union iz not esssntially ”e&yaper&tiva“

in neture, the writer proposes the following simile. A eredit unimn
18 1like & etave. All within the stete nre oitizene #na, in & sense,
are ownere of the ptete and 148 smpets. All etltizens are'raquira& to
pupport i1t morally and finenclully as far oe possible. TFinanciilly,
Yhey eupport the estate by payment of texes, Taxetion between in-
dividuals is not equal, or even spproximetely equdl. TeXes ave re-
tuarned Lo the aisit&aﬁ in the form of benefits end services, after
the copt of opersticne hes heen provided for and efisyr s portion of
the taxes are expended Lo meke the pusition of the Bieue securs,
Goographiosily, these benefits und services are dleiriduted unequally,
and more basicelly, without relet'on o the soniribution msde by the
saXxpayer. The whole project, slthdugh co-~opsrscive In aim, i noi
'9¢~ag§ra%§ve 1n affect., Bush ie :he conelus'on we srrive st with
respeos Lo ﬁx&é?% unions, Although they are aéwayuriaiva in thelyr

seonomic eims, they Bre no: sruly so-cperavive in effeet.

1z, rﬁs&iatiealiyg such & weothod exisie, why ven s oredii union
never hope Lo be 8 Lrue eo~ocperetivel The snswer o his ltes in the
econvigtion chet the “"profit motive" will ever be present, snd inher- |
eni in erediy wnione., The ssme profic sysiem ﬁh&%-ﬁrﬁﬁﬁﬁé @ bary'er
beivween Lha aénsnmwr and gréauésr in the corporative pysteom, erescis
‘& berrier beiween uhe borrover snd ks lender in the oredt: union.
One of ‘he emrlier co-oparative ared’t snthusiaots hes veid thas
s co-operstive bank Adves not aim 8t profits 8t 311, bus &% the
chespest pessidle banking sdrvice foxr 'up ﬁembara“. Inlarging upon

this suatement, one oould go & sbep furiber, snd sey that, because

) Henry W. Wolff - A Co-upermtive Credit Bank Handbook (1909) 9. 10
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of whe profit motive, profics must nou only be resliged to pay the
aetual soste of operation, but else o pay such 4d'vidends es are
neceseary wo bring forth investment caplital. Here we heve the oy
#aratavs principle he'ng sapplied to so-celled “ea»&gérutive snter-
gr;se”. Admiviing thie eorporastive sapect, then, in order o retsin.
vhe h'gheri ldegree of co-operation wilihin the ereaié union, dividends
should efcher be held below a mniiﬁun 13%@1, or even bhetter, be psid
8% 8 fiXed yYeis of inﬁewﬁgt (e Roohdale yrineiple), The remesinder
Qf ;he profius should be returned to the borrower efter gost of
&QQ?ﬁﬁi@n ﬁavé beon g?av;&a& tor., The writer holds that large
d'vidends are oblecitionable and dsngeyous from & eG-operative point
of view, For e moet, they eome from the dorrvoving member, adding
te hia 4iffievliiien, and erecating g oenfliicy of interest wichin the
sredit union. The ce-~opersiive pkiiéaayiy se simsed by ithe i&a&lia%,
is "thei omch may make @& gvod livieg wlithout doing o at the expense
ef others™ Under th’s philcecply, «nly » char iable vre di:. organi-
ation could eXimi, certeinly not m oyediv union, 'asauming Lhet
shere are ‘e moulves for supporuing 8 ovedii union, "brotherly
love” snd "profis", the writer holds thes only vhrough the laster osn
8 aradi& unien 155%111 the Tormer, ztAis a#ll very well to &sfine
@ cred't union e« l\un§ﬂn of membere raﬁhsf chan @ anian of ospital
but let 1% only be satd that gapiitel pre~su§pa$@s nenberr, whide |

mombers 4v not pre~suppose capliml.

Brisfly, leit us turn oup attention o "demceraiie ocumurel”
15 48 embodied In the feai thet the officers are olected by iLhe
mombers, essh of whioh hee only one vose., We heve forvarded -he

principle vheu eontrol teads to remein in the hende of the ‘nvesiing



13z.

group vho have little need to partake of borrewing privileges.
However, leot us assume, as meny oreditv unioniste do, that the
control of the eocliety rests entirely in the hendes of the membders,
vho bave one vote independent of the number of shares held.
Assuning %hiu, is the ocontrol still "demooretic”™? Contrel is
besed on membership rather then on the #txhnvn‘ shake in the
soclety, or hile shere of owunership in the rescurces of the soocieiy,
Hovevey, his risk or liability 18 based oun ownerabip snd not member-
ship. The memhsr>wha 3@33# the aeaie%y,’aéa, bepaune it is & pre-
. regquisite of membership, purchases the minimus nuamber of shares

(1) for the sole purpose end intention of becoming s bdorroving
nemyer----such & member kes ¢ volce in the sontyol of the saaieiy
equal %o one whe Investshis entire sevinges, In addition he

- agmumes only o negligible risk or liability., It is difficult %o
concgede that “énc nembar-one vote" iz more “democratic’.vhatever
\that term may wesn--than control based on shnres held, It 1s held
thet the risk-taker should have Droportions) contreol over the fundas
that are being risked, To overcovme the poosidility of undue con.
%ral.avor the paliey of %hu business, the splendid oredit unien
principle of limiting the number of shsres that mey be held by one
member would coantinue %o serve s useful purpose, "Demooratio
conteol” 18 2 mienomer., Its rightful neme 1s "communietic centrel®,
The fact that we oriticize the §hil§sa@13 of 8 go-operative credit
on thq grounds that 41t 1o ideslistio, thewwetiocel, snd impractical,
does not infer th&t we disepyrove of the vredit union itaelf. Ve
4o 80 merely to point owt en error in thought, and with no thought

of attacking the motives and henefits of these institutions,

In order to evaluate the adveantages and dimsdvantages
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of ¢redit uvnione, 14 has begome spperent thet s distinotion must dhe
drewn betwean the various types,. For snalytlicsl purpossw, ve will

divide the btypes of oredit unions Into the following olessificesion|

Urdsn , Rurel
Industrisl Farm
Government ¥mployee Religiouws
Religioun :
Asgoplational

Urben orsdit societfiem might be e¢alled the American modifiom-
tlon of the Ruropesn t¥pe, in 80 far we the Americans were the firs
peovls to stlempt to apply en seventielly rural pyractice to #a
urben population. Meny eherscteristics commen te the Furopeen
cysten were lacking tn the ﬁaiie& Etetes snd sudbstitutions vere
necessary. For inevence, cccupstional bonds & interent replaced
soolal or communlty in terest bonde and existense for consumer
needs replaced existvense for producer needs. In Caneds, urban
geredit unione sre the a@ziiast type. The proporbion will provedly
grow even smaller in the fature, The ressons for thie ere two-
£fold; 1in the firet pleds, the provincial cred!t unlon movementi,
oxsept in Quebec mnd the Meritiwes, begen in the oitise, sad
growsh tends o move out to the rural sress; sesondly, there has
been au sboolute dwoline In urben eredit unione and sn abolute
incresse in rural ocnes. The ¢ivy type muet pdapt i%inlf %o meet
the nesds of consumers., Loans ere msde for the eXpenwves of live
ing end ere, ﬁherafpra, wore or less evenly distuributed through-
oud the yoar, $;nce the olty dwellere insome ir uniform in most
caesn, lomn rersymeni® are made on on insislment basis., The
sosletien Lhemaemlvenm must be prgenised on grouyp or cleses lines
since geovgraphiosl berriers 40 not enclose the pesople with e

gomwon line of interesms.

The mové importent type of eredit union in urban srese ia the
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industrinl one., There sre menk reasone for their sucesss, ln genersl,
suployers weleons e¢redit unions and in many cases ia&ai; the uss of
offiee space to Sheu, Bone employers hold that thess ssoleties tend
to iuetill loyelty tu the cempany wad raiisvé-th: enployer of the
negoselty of gonfiruing %&a.ssglgymnai position of Lhe workers to
comperelial oredlt institutions, V#ﬁﬂ%kﬁ? resson for thelr success
ia, thst Tands are ?auiilg avallable aa'pug d8y. Losues ave very
often unknowsn, A% the regquest of the cvedit unien, She smployer can
axersise a ceriein &é@n&i of auvhorisy to ywaeu&é the payment of
delinguent loans} hut more importsnt, wage sssignsents sud garnishes
sun de very sssily brought inte play. 41) risk is slimianted since
the repayasnt of Losns 18 &s sseured ns the psyroll of she industry
ftaelf, The overall d4ifficulty of indusvrial eredit unions is,
that they must of necessity be confined to the larger ipdustries snd

eospanied,

Hovever, there sys inberent &1fficulties in indusirisl credis
societien, The employes, in swder Yo obtsin & losu, must admit his
finsnolel subersssment und disclose his sffuirs %o his fellow workers
who ayre sonbers of the oredit dommitise. Rather then &o this, many
suployess will net Join the ¢rodit union and many mesbers will seek
ersdlis fron independent vommercisl t@ﬁtﬁ#ﬂ» in addition, non-msmbers
feel that decisions on loanm ay be influenced by polliéies, bigory,
whine, suspicions, 1ikes and 4iaslikes, vhen they ave in the hands of
fellow vorkers, BUill other workers will not Join » evedit unisn
because of She fear tha$ employers vwill learn of sheip favourable
financinl position and sttempt o decresss thelr wages, This is
prékaklx an unfeir erisieism of company credit unione, bub 1% L8
e limiting fector in wewborship. Another handicsp Shst en Industrial
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eredit soclety must bear 1 the difficulty in keeoping » balance
between iven deuand sud eavisgs. In genersl, this arisss becsuse
thare is s business cyele end 4t 12 sgoentusbed in sxtresely
prosperous or depreseing timen, To overcoses this &ifficuldy,
sspuning that, in the best interessts of the meubers, the soclety

is sudesvouring to encoursge thrifd, the oredlis union wusd oither
develop # vlese of habitual borrovers or find some exterior field
of investuwent, Farhaps the grestewt vestriction oa lvdustriel
ﬁ?@&i%-gnxaaé ie the feet that wewbershiy must be confined o

the group, coupled with the fact that the turnosver of labour ia
very lsrge, The reasous for the lsttey sre that industvisl workerws
sye very often tranaient workers, and their suployasnt is uneerwsisn
and seessnadis in meny cnses, This smay not asffect ke aize and
total 2eeete of the eredil union o eny exteant, but 11 42608 reguirs
- ¥heat gsre#lt unione be ever slert to find raﬁl&aiﬁg moubers, Be-
eaunse of $his the credit union must yely oo interasl and exterusl
gﬁama%gggﬁéégigrfrﬁ@ plitlanthrapie and governuental eaurezi oy |
frou centrelited and overhead orgenigstionn, The new zenbesys, in _
aost foses wmust esxcsed the pusder of retiring nenbsrs beceuse the
latter very ofden 4dvein the pocieties resources 2f falply sub~.
sientisl funds, while the ney meadbers take & long time in bullding
uwp large intereste in the noclety, This 41ffioulty is acoentuated

vhen we voalike that the loms of aged mesders through desth and

retivenent wmey usan withdrawel of lavge esuus frow the eredit union,

Unfartunesely, if nev sschefs sre not seeured, the result is s

%) Often, goveynmants Find credit unlons useful for the eb#a:ptién
of thelr sscuritiss, and in thelyr legilslation make this
?ﬁ?‘iihzﬁt



deerease of sasets end sevvice which may lead to diseolutios,

,5§V§¥kﬁ;nt enployee ¢rodit unions overcoms some of the
84fTiculyies included above, desause thelr sewdbers teud to be
cantinuously emyla:ngz Seasonsl unewployuent is sininized. Yhe
senbers tead to form closely Enlt groupe snd tkie resulds iz the
rise of many group an&vi#g;, Heubars ave very well kunown ¢ one
another and loaning is prsctleally develd of viek., Governsent su~
ployer eredit unions heve the sadditionasl adventege of heving an
iwperssnel ecployer, They syre of specisl value o the group aince
wage sesignuent cennot be made by & Civil Bervani, end counercial
eredit way wake this s c¢ondition for s losn. The sxtension of
eredit union servizes 4o governsent enployess h@vav&r; ia often
hindered in other Lthen large clidies hecauss the Jocal graup is

ot large euocugh o sappor?t = erediv unlon, .

A large vevcenteps of the eredlt unicns in Europe were
sriginally planned to s&afrﬁ graand the Chureh, When they were
introduced %o Canads, ints the provinee of Quebee, hiw method wea
.¥§§3i3¢¢ to & lawrge sxtent., Howevey, vhen ¢redit union was ine |
Srofuced %o the 8niiaﬁ‘§ﬁataa and subsequently iote the Baglish
spoaking provinces, in moat osses they were divorced frow
ecelveliasticnl insbitatisns, The perish credit unions thad eprsung
up in urbsn sresss Wwere not strlietly of the Peajarding type, One
advantage they enjoy, is ssliderity or <¢lanishaess, The senbers
generally ave instilled with s wmorsl obligstion to hely and

encourage those fellow parishonsrs whs are flnancially week, &

&3 The snvironment of the Sovernment esployse eradit union ia
ales found v moed publie wtility creditv unione,
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menbsy 18 less hesitant then, t2 endores the notes of sunsther wember,
Bueh faith hes tended $o oversbadow the verled son-religious
intersets of the meaders and hae boex zmainteined by 2 very lov

- ¥ate of losses., The urben parish c¢redit union doss suffer, hHow-
ever, from the faeh thad L1t is prisarily veligious centre, In asne
canes the euployee-suployer aniwuosity does erise betwean the
wenboy aaéxﬁht pastor, Thie is often due %o éve?*:aa&aus slevien,
who éa thelyr ssthusissn for the sucosse of the moeliety, sttenpt
to set as an internedistowy or “yeferse” in collecting bad debés
or preventing bad loans, The eltixon hae gowe %o be susplaious of
any attexmpt of the réiigiaas to eneyosch upon the matewisi,

Bspacielly ls thile truefié-fiﬁaaﬁial wattavrse,

Associstionel credit unions eve similar $o religisus sccloties
excoBt in thelr fors of couwnoen bend, They are valatively ualm«
portant, It need only be menticned thet uch societies ars more
subjené to dissolution heesuse in uset cases they 4o nod ariss sut
of necosnity, Ao saéag%iaa night he one thad le found within s

Yrade uniocn,

Rural e¢redit unions, ae fsr ne Hovth Aseprices ls concerned,
might be clasved ar the Canudism type, Credit unions wers intro-
duced 4o Lansds as rural socletlies and it was to the rural popus
letion that they vers intended to apply, They ere the closest
initation of Europsan gas%@&»ativ& eredis socisties that sre found
in Howth Auerige to~day. Credit unione vere confined o suall

villages, an ldeel loeetion for co-operative affori, In the

#mall villeges lived faniliss whose forefathers in wsny cuses hed
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haver ventursd beyond the sseisl, occupabional or gesgraphial |

boundery in which they vere bovrn, ULelsure time oould only be
speny in self-orgenised, eocisl activities of ﬁliagai nature,
ﬁifﬂgg sht_asﬁrakﬁstian of evedit unlions, banking facllities ware
slmost unknown, The eredit union wae treated, not ﬁeétig é; ]
finaneisl institutlion, but ae 2 socisl centre which provided
diveralon frem daily woutine, Rleotion %5 the bhoard of ﬁsaggsﬁanﬁ
wos s privilege aud nut merely a tesk to be avoided, It was sn
upen~4ype saapcistion with ;§¥§§ntg§ neubeorship and not 8 yves~
tricted consumers sosiely. Orowth in every case was laternal snd
b7 loeal densnd and not secasioned by exderusl prosovisn, It was
~ this type of cwedit union, only slightly aodified in Tore, that ]
vas lptroduced intoe Quebsd foriy six peevs ago, To-dayp, k@:ﬁicr,
in thet ﬁravznaa the modificntion iw grester, However, for Csnsis
as & whole, the sbove tends Lo e the environwmenl in vwhieh the
‘rurgl eredis unlons ere forasd, endl in which they shrive, The
woubor is srivaprily s produser who kérravn large suns tv provide
for the needs of the Fawym proper, Borroving L& an aid to sarning
8 living, rether then to puy the sxpenses of living, In sose
cases he muay bovrow For consunptive purposes, In eitheyr cese he
generally repays hie loen in 2 ih#l& lump sum, This in iteelr

i & hevdship on rersl ovelit asnione becsuse totel demend teunds

%0 bs sossonable and essets teond %o ressiaz idle in thewvinter months,
In areas where forestry is carried on or whers “mniti»#s@g” fare-
log 3= practiced this herdship is slleviested, It iu'ﬁiga$£iaaat,
thst in rural avessn, 18 the cloesst approsoh to the desivadle spen
eredit unlon, 2 fora thot 19 lmpoesible in urban aress, decsuse

of the leck of couwunity of latersst, Here also is She only aves

vhems 8 credld unisn can enter into s nen-competivive fleld of
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benking, an sres whers conuerciasl banke have 1little i%@ﬁ&&iﬁ
Justificetion for exintence, In attexpting toprsvide s sarvice,
%ﬁ#y mey be havuful if theiw presence is & hindering fsaeior &#_ﬁ&t
xiﬁﬁ of eﬁ-agt;aizva eradit, In prineiple danking {n rursl avess
should be on » local basis, &thsrti#t, the banks's sssets tend
e be transforred to the infuatriasl and heavily populated arsss
where Tunda can he adventagesusly enployed. Ho rursl ares can
andure the withdrawel of @ lavge portion of ereated weslth from
its sonfinee, Ho area esn prospey when 1% loses sffective control
of its liquid sswete, Dank mansgers in rurasl aress ares genersily
ason~yvesidentes Who are unsceguainted with the shavactey, habits, and
needs of the fars populstion snd av§ unable %o affayr the farmer
sdvice on fays mstiers, A credit union gan 4o this. Anothey
advantage of the eredit union i that it feels 2 senss of res-
ponsibility to 1te wexbvers, In fecd, 1%s success dspends on the
succass of itw membere, In the cape of s pationsl bank, 1% may
sii&ﬂt&v its Branch f?%ﬁ the arver Af poverty threstens end still
continue in sxistense, Parish eredis unions, if they ean be
sﬁggaaatuliy fomued, avre porhsps the deet type. Bovever they
genarally eall Faw ﬁh& us jority o»f the y@ynisgian to smbrace
the sane wveliglous faith end epesk the seune languige, Horein
then lies their limitation, The diversisy of socisl and religious
intorests in one eomuunity might not give rise 4o groups large |
anough to make ¢redit uniuvnisu offective, The losst 1inited mgenoy
1% the chertered benk, It is the wost secure sgeney elines all
pthore depend on 1t %o 8 large sxtent for their cupitsl require~

wends,

Vhere doss the credit uniun fitinto the general fisld of
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eredis? We have geen thet evack of the various Torus of eredisc

agencies are 1inited in thelr f£10ld4 and thet each Fills en economic -

useed in thelr reupective Llslda. In spite 5 the faet thet sll
ngaeits are liuited in Tors Shers ie en adteupt by many officers
»ﬂxﬁéragit unions %o £i11 mll sredit needs. In the interest of the
‘mg%yura, credit unione shonld reslige these lialtstions and »et
éé%aréiggla. The lisitetione vary ssnong &iffsrent acvietise and
'?ﬁgffarﬁn%»ﬁxgas of soeletien, ﬁaa&kﬁzls they are ss follows:

1, Credlt unlons can never hope tuo replace other ¢redll sgencles

In pavsicuiasy, they will never slininste their glosest cocupstitors,
the persons)l finence compenies, Thoy mhould function secording ‘

$o thely desigu~~~to £111 sny gep iv svell loen cvedit facilitles,

2. They ceun only eorve 2 suall proportion of the pospuletion since
shey sre fitted %o serve smell closely-knit groups, In offset
they can as#q& renove %he neceasity of susll loan leve e @ ramyéi

to the prodliexs »f asury.

1, %uey esn only Bowve avens or people that heve 8 delinite nesd
for co~operative effort. They should, therefove, be & producs of
& public denmend that is tsolsted fYon any prouoting agrsuy.

b, Bocause of their neturs, they sre restricted to small loans

which arve unsyoflsadles 4o asydinery loaning sgencies,

9., in order to setiely the desires of their sharebolders, they

wey be Toreed to enter the broader field of investuent, Invest~
nents tend 0 be iangwtera‘&a satures, This sy hiﬁﬁbr the séolety's
abllity v provide shori-%eru credlt when 1% is needed,

6, The eredit uslion muey alveys reckon with the business oycle in
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baleveing 144 neoets with the demend for loens, In the smell.
senle opersticne of areditv unions, whis uay result ia inourable

difficulision,

?g Theiy success depends on sho continued exismtence of a grounp
interest yather than ianterest in personel gsin, However, the
srsdlt union tends 0 attrscet s 4dlsinterested ﬁgﬁkarixzy whe is;&
saly losns st lov rates of foterest or high dividonds on sharse

ntd who hoawe no intereut in the mensgement of the socledy,

8, Finelly, eredit unione are not of 2 nature %o ¢all Forsh the
- most offichent a&nng&%sxt* AMudnistration tende %o be left in the
handes of lanterested cos«operstive onthusissts vho cay let thelr

geal iaxlﬁaaea shelr prudends,

In Bpite of these limi%etions, » ersdit anion is able to
sf ey greet sdvantages to 1%s mexdership. Bocouse of thene
edvantagon, thelr grovih is %o be encoursded, They can provide a
sode of investsent and security ts the lover-insome groups vho withe
oud & wethod of foreed or "gyatenatics” savings would wesmsis ia $their
poverty. The more isclated 1s the grovp, the groater the possi-
bilitiee bscons, They esan provide 2&$aﬁ'i$ low rates af interset
thove #ﬁ% heve ineufficledt tncome oF re sources %o #a&%i& Yhen to
ssours losne frouw escnerelesl Anetitutione, providing thess louns ars
Gé the Eltimaﬁt rdvantage to the ﬁtﬁh&#. They cap tench $he true

1) -
&anniag ot *§§¥i£tﬂ Thrifs, on the. pars of en individusl usuder

1) Thé tera “shrifs" sonstitutlionslily eubodies all the purpones
for which ¢ ¢redis union 4o formed, It 1w anforitunete Shat the
sern Yeredit union® in iteel? i @@ai«aaiag: Tehpifry aaeig%g“
¥ruld bo wmore appropelste,
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i not alumys achioved by building up largs vessrves, It le the
scononiesl nmenagement snd am§;sym@ﬁ;‘ﬁr anete Pagourdes o seoure
the maxiaua edventage, Orsadly unions should naY ainiuize the
sapect of theift in ér&ar to maxinige tholir own sssete, In this
respeat, many sredit unlons could well affard to recell » sabtle
but necessary distinetion. The soclaty existse for the wenbers and
ot the nambers ?ﬁr the apelnty. In the wordes of anctherw, heretow
fore quoted, credis unione nuat shov “the villingness o sed
tWet above the *I+", Credit unlone should worelly snd finsncislly
sid the nexbey in‘gehiiviug the é&ai of thrifs, In so doing they
. would be fulfilling the functions for which they wers crested,
Pailosophically, s oredit unlon, can be of great sdvantsge in
prepuring & govd mentality within 1%te wenbership. Those ¥within
n moveuent that 1s based apon self-~hely will nst essily fall 9?%3-
to the philasvphy of the digtetaviel aagi&& plasneyr,

It ie Pitting thet we voncliuds this thoesis with s prophetie
Bute regerding ¥he futwre of credit unisns in Cenads, Go-sparsiive
eredit setbivivy appeare o run in o oyele that moves frow & peak
period of vapid sucesss and great asmhition o & low peried of
raveress spd Aeclining intevrest, Rataubﬁeﬁlz,<§hsrt te sone
gorrelation betvesn thig snd the business cyole. AL this Sime
we sppoer to B in She wupper povrition of the rig%mg}nﬁﬁsq ol o«
oparative astivity, This upvward trend will be scgentusted and
srolonged by the activities of vayions sxternsl promotionsl
groups, Howvever, 1t is not believed that there will be a2n in-
delinite sxpsneion, In the opinisn of She writer, the present
sxpsneion is oo rapild, Inmeny ceses, Shere is not s aistingd

nosd Ffor eredit unione, Msuy spre heing pawupeved intoe exlistente
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by premotional groups, Others ave rising osus of seed, Ut in

thely expansion they sre falling in thely co-operstive purpose,
In the pepicd of ﬂéaxiaiag inkerest that will follow the present
tropd, it is believed that nosi aitnaiﬁtisas will secur in the
wrban industrial and ssmocintional groups., The writer cum eee By
possinility of eredit-uniosne tiaﬁiaatzﬁg ooy pourees of copavusy
credit and po serious encroschwent on these fislds, For the uosd
pars ﬁhsg #ill convinue o provide service only v Yhose %o vhom
fﬁﬁiiﬁi?? n@nﬁuﬁﬁr eradlt &gaﬁéiaﬁ §r§'ﬁ§31§113§33; Anong othey
things, urbsn exteonsion will bYe 1licited Dy the inntnbility of the
ppyuletion and the oppomition %o eallggt%?ig&. The propariionel
ducrosey éf urben ¢redit unions in relstion %o $the whole movement
will likely leosd to smelgamsticns of indlvidusl g@g3a¥i¢§ iato
organisatione whiek, la sffect if not in theury, will send o
reseuble the gorporation in &nﬁiahag mothode snd mensgeusnt, The
ehiof growsh then, will be in the yural evess whers i1t will ige
cyease #8 the &iaﬁ#ﬁ;% for banking i#&ti%uﬁiaag decrenses, and as
governsent agenvies withdraw from the rural oredlt field., Finelly,
there will be o tendensy Tor the rural ereditv unioces %o return 4o
the prineiples presched and gxas&i#ai by B, Alphonse Desjardin »

end to fupctinn as they were iutended %o fusesion,



Appendix A

As noted 1in eh:yttr'xx, Alphonse Desjardine hed little dirvsct
influence in Cenada outeide of Quebea. Ib fmot, the growih of a#c@it
unioniem in the Dominion was mot & dirsot extenaion of the Qiaaaraaaa
systew. The development of "calsses populairves™ wee projected into
tht_ﬁnitta gsaten,particularly Santo the French-Canedian arens of New
Rogland, M. niéjarﬁiaﬂ organized the firet "caisse” in that a&uatrf
in 1999; 2t Manochester,Nev Bﬁasmhirg by speciel charter of the legis-
léturo.'zt wae a parish socliety known as Le Usiese populeire e8¢,
Marie. In Nessachusetts, he ecenisted in drvafting & bill to be Hrens-
ented to the ingwzaﬁurﬁ, and eppesred before a banking conmitlee
to give svidence, The bill was enscted end Masesehusetts beoame the
first state in the United States to eneot s credit union lev. Among
the leadere of the American mevement were Rdvwerd A.Fllene, u mexoch-
ant, and Koy ¥F. Bergengren, & lewyer. The latter intvoduced the term
"orsdit union” to North Americe, a neme which §4 nov in common usege
134311 Eﬁgltékwsaaakans areas., Prior %o 1981, and under the leadershiy
of the &farcmga%tanea, the oredit union movement enjoyed osunly é abag
gered grovth, Hith ovedit union legislation existing in only four

astaten, 1t wvas & peried of experimentetion.

The ohief aifria&ltx was to tragaplent an institution from
Euxagt, oy even near-bHy Quebes, into & nev environment snd expeot
1t %o develop into anything like 1ts forbears. For insltence, the
lecders of the sarlier iustitutions had emphasized thet the souwnd-
aess of oredit societies depended tava large extent on making loans
far‘proﬂue%iwe purposes only. This was feseible only becsuss the
nembers vura»farasrn pr emell tfaauamon.,zaiavgr, fn the United

Btates, the intended membexeship vas to be vomposed largely of wage~
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earaers. Would thies necessitate the alterving of loaaiag yraenaufc LA
Further, cohesion of memberahip, snother sssential of sarlier tysﬁmam:
would not be es great. Thue, the period of experimesntstion ﬁi;exa#;éi
the necessary adaptatione tha§ veuld have 0 e mede. On the basis efé

this experience, the oredit union lavs were later re.writtes %o suild

the needs of the members.

In 1981, Mr. riitai snd My. Bergengren organized the Crediy
Union Netionel Extension Bureau, the former supplying finenoiael
atsiatan&cjlckn lnttey in okarge of adminietration, The ohjectives
of the buresu have ﬁc«n-aﬁaﬁea by Mr. Bergengreni”"l)thet we would
get the nesded lavs, (2§ the necessary sample oredit anieka,(3f thet
ve would bring %ht‘artait wnions in number to the point vhere (k) it
vould be possible to organise aclf#sugﬁniaing‘statt leagues and come
bine them in & National Aaaeoaqt;en”,h After thirteen yaaré, only
the fourth objestive remsined nn;saaéyliéhga. In June 1934, the . .
?t&oral-&ria:t Union Ast wis prased, which allowed for organization
of oredit unions anywhere vithin the territorial limits of the United
States. &n.a result, the fourth objeotive vas ctﬁaia#ﬂ, the formetion
of the Credit Union Nationel Association, otherwise knowvn as CUNA *)
Two affiliated organigations vere lader developed, nsmely, the CUNA
Supply Co-operative, to manufscture and distribvute aceounting foras
and printed n@tarial, and the CUNRA Mutuel) 3esliety, to supply loan

and life insurance utrviqa 20 1ta pmember oredid uniobe.

&) Bdvard A, Pllene granted finaneinl essistance until 1940, at which
time CURA, She outgrowih of the buresu, becane self-supporting.

b) Buy ¥. Bergeagren - Oredlt Uaion Rarth Amarica - Page 180

o) cppyrighted,
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