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A 3TUDY OF
THE CHINESE INDUSTRIAL COCPERATIVES
WITH AN EVALUATION OF THEIR SIGNIFICANCE
TO THE CHRISTIAN CHURCH

INTRODUCTICN
As The Problem Stated and Delimited

The Natlonal Assoclation of Hanufscturers
defines the term "cooperative'" thus:

"A 'cooperative' 1s a form of business enterprise
that enables a group of individuals, partnerships,
or corporations, to combine together for the pur-
pose of producing or buying or selling a commodlity
or service."l

Although the first such unit was bezun in
England about a century ago, China did not come to have
cooperatives until subsequent to World Wer I, In the
intervening years, the cooperatlve socleties have becone
widespread and significant in the economic life of Chi~
na.

A study of 21l the various types of coop—
eratives would be too large a task to undertake here.
Conseguently, this study will concern itszelf with a
single type, the industrial cooperatives, with the in-
tent of trying to determine the influence of this par-
ticular type on the Chinese life and the consequent lm—
plications of this for the Christlian Church in China,

- . » - * L

1., The National Association of Msnufacturers. Quoted
in Landis, Benson Y.: Manual on the Church and Co-
operatives, p., H2.
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This gtudy will be simplified by the fact
that the 1individual cooperatives, instead of having
sprung up independently and of their own accord, were
Instituted by and organized under & central unifying and
promotional agency, known as the "Chinesge Industrial Co-
cperatives," and commonly referred to as the "C,I.C."

It is, therefore, with the C.I.C. that this study will
desl, particularly in its relstion to the Christisn en-

terprise.
B. The Significance of the Problem

" Buch a movement, as well as the cooperatives
in general, merits, it 1s felt, the intelligent understand-
ing of progregsive Christien leaders today. At a speclal
meeting held in March 1946, the Federal Council of the
Churcheg of Christ in America masde the following declarea-
tion:

"All Christians recognize the higher ethical value
inherent in the cooperative ag over agelnst the com-
petitive motive and that as cooperation 1s empha-
gized and competition subordinated_we approsch more
nearly to the teachings. of Jesus."l

The C.I.C., initisted by Westerners, with
the support of the Centrsl Government of China for aiding
in the program of reconstruction begun during the recent
Sino~Japanese War, 1s unicue among the Chinese coopersa-

» » » - -» »

1. The Federal Council of the Churches of Christ in
America. Quoted in Landis, Benson Y.: Manual on the
Church and Cooperatives, p. 50.
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tive enterprises. lMoreover, it 1s truly notable among
cooperatives in general by virtue of the internationgl
scope of 1ts present support.

In view of this, a case study of this par-

ticular cooperative enterprise seems justified.
C. Sources of Data

Sourceg of date will include both published
and unpublished materials. The former include both hooks
end articles written by both Chinege and Western asuthors.

The unpublished sources will be drawn upon

heevily, insofar as many of them sre primary sources.

Through the courtesy of liiss Elizabeth Selghbee, access

has been gained to the flles of Indusco, Inc. at 1ts New
York headquarters.l These reposlitories contain an sssort-
ment of typewritten reports, letters, news 1ltems, and pub-
licity releases~—all of which desl with the work of the
C.I.C. The materials are catalogued under several headings
and the documents cited in this paper will be referred to
in the footnotes by the title of the respective file
heading and the index number under which the item 1is
filed., Both suthors and dates are lacking for a number
of the papers, and there is no uniformity in form of the
tltles. Consequently, the bibliography contained herein

* ® & *» = *

1. Indusco, Inc. is the promotional agency for the C.I.C.
in the United States.
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will 1list the references by their file numbers fﬁr the
sake of simplicity. A brief description of each will be
given, however.

Indusco, Inc., besides lssuing the "Indusco
Bulletin' periodically, also has availlaeble to the publie
in mimeographed form certain other gource materials, which
will alsc be used.

Finglly, interviews with Migs Elizabeth
Selsbee, Indusco's publicity chairman, have been a socurce

of information,
D. kethod of Procedure

To galn an understanding of the importance
of the Chinegse Industrial Cooperativeg, & survey of their
history, including their origin, growth, and present dis-
trivution will be made. To this will be added an analy-
gls of the organization and program of the movement. On
the basis of these, an evaluation of the project as a
whole will be made. This in turn, 1t is hoped, will lezd
to a more detalled evsluation of the possible contribu-
tions of the C.I.C. to the azdvancement of the Christian
cause 1n China today and of ways in which the Church can

possibly contribute to the promotion of the C.I.C.

ix



CHAPTER I

THE HISTORICAL BACKGROUND AND DEVELOPMENT
OF THE
CHINESE INDUSTRIAL COOPERATIVE MOVEMENT




‘A STUDY OF
THE CHINESE INDUSTRIAL COOPERATIVES
WITH AN EVALUATION OF THEIR SICNTFICANCE
TO THE CHRISTIAN CHURCH

CHAPTER I
THE HISTORICAL BACKGROUND AND DEVELOPMENT
CHINESE INDUSTRIA%Fng%ERATIVE MOVEMENT
As Introduction

The organization known as the Chinege Indusgtri-
al Cooperatives can truly be consldered a product of the
Sino~Japanese War. In its short history of slightly more
than ten years it has encompassed all provinces of Free
China and has been the meang of real relief, in contrast to
temporary relief, to thousands of refugees. The movement |
began with an idea and spread through the untiring efforts
of one individual, Rewl Alley, and the prestige and influ~
ence of another, Dr., Hu.H., Kung. The story of its phenome~
nal growth from such a small beginning to something of
conslderable size reads like fictlon.

This chapter will be concerned with the statis-
tical history of the C«IiCe« from the beginning to as near
the present time as the availasble information permits. The
steps leading to the formation of the first cooperative
socleties wlll be reviewed first. Following this, there
wlll be a survey of the early days of the cooperative move~
ment in the various provinces, arranged by the reglons 1into

which they were grouped for thelr supervisory work. Then

e
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will follow a brilef description of the administrative and
promotional agencles of the C.I.C. A series of tables

showlng the movement's progress will conclude the chaptera
Bs The Origins of the Movement

July 7, 1937 marks the beginning of the recent
Sino~Japanese War. Within one year from that date more
than 70 per cent of China's mcdern industry hsd been selzed
or demolished by the Japanese.l Most of this was located,
at the time, in Shanghai, where 5,525 factories and 16,851
workshops were destroyed or seized.2 By April 1928 there
were only 130,000 industrial workers left in thls city
which before the war employed about 600,000,.3 Fifty mil-
lion refugeesu left the coastal cilties and began their
long march toward the interlor. There they hoped to find
relief and sustenance. But unless they could find employ~-
ment there was little hope for them in a reglon which was
already overcrowded.

Mrs. Edgar Snow is credited with being the first
to suggest the ldea of setting up industrlal cooperatlves
as o means for helpling China replace her heavy industrial
losses. Her idea struck fire with Rewil Alley, a New Zea~
lander, who was at that time Factory Inspector for the

.« » = L * @

1. Price, Frank W.: Wartime China as Seen by Westerners,
s 193. '
O bid.
E, Chen Han—-8eng: Gung Hol p,1ll.
» A Natlon Rebuilds, The Story of Chinese Industrial
Cooperativesy p. 3.



Shanghal Municipal Councile.

"Excited by Rewi Alley's plan, a group of =leven
persons met on March 19 and April 3, 1938, in Shang=-
hal. They constituted themselves a Freparatory Com=-
mittee for, the Promotion of Industrial Cooperatives
in China."l

Some of the members of this group were: "Hagu Sing-Loh, a
banker and one of China's great men of soclal vieglona..
Frank Lem; en American-educated engineer; Lu Kuang-Mien,
a cooperative expert educated in Scotland; Edgar Snow, A~
merican Journalist and his wife, Nym Wales..“2

In this patriotic effort, secrecy was a necessi-
ty for safety against the Japanese secret service. Yet,
in splte of effcrte made to preserve secrecy, Hsu Sing-Loh,
the committeel!s first chairman, was killed by the Japanese
within a few months.3

Hsu had sought a loan for the early financing of
the project from the Bank of China through T.V. Soong.
The latter, instead, scught the support of the League of
Nations, but falled in this impractical endeavor.u

8ir Archlbsld Clark-Kerr, who was then British
Ambagsador to China was responsible for obtaining the
first loan. His appeal was to none other than Generalls—
simé and Madame Chlang Kai-Shek., Madame Chilang called

. o o 3 e 0o %

1. Chen Han-Seng, op.cit., ps. 13

2« A Nation Rebullds. The Story of Chinese Industrisal
Cooperatives, p.i. ‘

?. Chen Han-Seng, opecits, p. 13,1k,

“l'. Ibid-O



H.H. Kung to Join in these conferences, and the Ambasaa-
dor's misgsion was a success. H.H. Kung, who was then
Minister of Finance and also Vice~President of the Ex-
ecutlive Yuan, secured a loan of $5,000,000 ($500,000
United States currency) and became chalrman of the board
of directors of the Chinese Industrial Cooperative Asso-~
clation which was established August 5, 1938, in Hankow*l

Kung was a strong supporter of the people's wel=-
fare in China, and strove to keep the cooperatives away
from political domination by the Kuomintang. Other offi-
cers of the C.I.C. Association were K.P. Liu, secretary-
general, and Frank Lem, chlef englineer and head of the
technical department.2 The full—-time gervices of Rewi
Alley were also secured.

Altogether, there were five functional depart—-
ments in this early organizatlon at Hankow. These were:
General, for secretarlal and administrative functlons;
Financlal, for administering funds for the individual
cooperatives and the headquarter's offices; Organization,
for planning and inaugurating new societies; Technicsal,
for lmproving manufacturing techniques; aﬁd, Accounting,
ar.. independent auditing agency.3

* s 4 o s o

1. Ibide

2e IbidQ, Pe 15,

%« Cf. Llnebar&er, Paul M.Ae, The China of Chiang Kai~-
Shek, p' 22 ] )
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Thus the 1dea which had such a modest béginning
was ready to be put into action within five months of its
conception.

The first actusl industrial cooperatlve was set
up in the refugee center of Paochl, in Shensi Province.

Lu Kuang~lilen was the one who engaged an elderly black-

‘smith in conversation, sold him on the idea of getting to-

gether with others like himself, and with the promlse qf

a loan for the establishment of a factory, did the same
with eight other blacksmiths. The nine then met for or-
ganization in Lu's rocm, and with that, the first coopera~
1

tive was begun. Alley arrlved on August 23, and C.F.Wu,

another member of the original committee and an engineer,
came soon afterwards,2
Hefe in Paochl the movement soon became popular.
Posters appeared with such slogans as "Reslst and Recon~
struct", "Produce for Victory", and "Work Together.t
#The public was told that since the coast citles

of China had been occupled by Japanese invaders, the

back provinces must now become China's new industrisl

bases, and that of all forms of industrial organization

the cooperatives were the most desirable,"3

Within a week, two other cooperatives had been

‘established., One of them had twelve members and made

- L4 ® » L ]

l. A Nation Rebuilds. The 3tory of Chinese Industrisal
Cooperatives, p. 5, 6.

2. Chen Han~Seng, Ope Cilte, D+16e

3. Ibid, .



gscap end candles, Prosperity came 80 quickly to them that
within two months one-fourth of the $2000 (Chinese curren~
cy) loan had been repaid.l The number of sgpplicants soon
grew to be more than the organizing staff and avellsble

capltal could sccomodate, and walting llsts resulted.
C. The Geographic Spread of the Cooperatlves

December 1938 through December 1939 marks a
period of repid growth in the number of cooperatives eg-
tegblished. Speed was the keynote, and durling that year
more than a thousand cooperatives were organized.2 These
were scattered throughout China, and were divided geograph~
1cally into filve reglilons. These will be discussed 1nd1~

vidually below.

1. The Northwest Regilon.

Ag first organized, the Northwest Reglon was
comprised of the provinces of Shensi, Hupeh, Honan, Shansi,
end Kansu.3 With the first cooperatlve soclety having been
started at Paochl, 1t was natural that Shensl province
ghould witness the most rapid spread of the infant move-
ment and that Paochl be made the headquarters for the re-

gione

1t Ibidl’ pt 17&
2. See Table IV, below.

, 3 Chen Han-Seng, op.cit., p. 19; but Table III below in-

dicates that by June 1942, Hupeh, Honan, and Shansi had
been made a part of the Ching-Yu Region, and that Ning-
hsla and Chinghal were included in the Northwest Regiona
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‘with more than two hundred members.

-

Another important depot in Shensi Waé thet es-
tablished at Yenan in April 1939. This 1s in Communist-
held territory and, consequently, informztlon concerning
1t has not always been forthcoming. Yet it 1s apparent

that the Yenan Border Region has been one of the strong-

‘est cooperative areas in Chines. This is because the gov-

1
ernment has been sympsthetic toward the movement. With-
in nine months, fifteen cooperztives had been establisghed

2 The table bhelow

gives more recent dats.
TABLE I

GROVWTH OF THE SOUTH DISTRICT COOPERATIVE IN YENAN,
SHENSI-KANSU-NINGHSIA BORDER REGION3

sa—
———— e

Period Number of Number of Value per

liembers Shares Share
9/40 -g/i1 1,018 ol 715 1.00"
g/h1-12/k42 1,112 2,520,000 20.00
1/43-12/43 2,564 6,394,733 4
1/4k-12/44 2,750 45,100,000 20.00
1/45 -7/45 2,048 552,450,000 "
g/45-12/45 4, 304 536,467,553 "
1/46-12/46 2,910 277,486,960 "

% Border Region Currency
. » ] L L ] *

1. See Chapter III, p. 68&, for fuller treatment of the
Communist attitude toward the cooperatives.

2. Chen Han-S8eng, op. cit., p. 37.

3. Border Region File # 40, Indusco, Inc.



By September 1939, there were two hundred and
three cooperatives in Shensi, and one hundred and fifty~
four in the provinces of Shansi, Honan, Hupeh, and Kansu.
KHembership in these totaled &,308:1 The movement spread
this repidly in the Northwest for three mejor reasons:2
(1) There was the support of the Chinese government at
Hankow. The prestige which Medame Chiang and H.He Kung
gave to the movement asided in getting this support. (2)
There had been & great influx of refugee young people into
this area from the Yangtze Valley region and Hankow, and
they were quick in giving support to the movement. (3)

Lu Kwan~Mlen, the headquarters director at Paochl, by his

.Giplomacy and persuasion was a tremendous asset in allsy-

ing suspicion of influentiesl ccnservative groups.

) It was in the Northwest Region that the famous
blanket projJect took place a few months later. Being a
project of which the C.I.Cs is particularly proud and which
temporarily curtailed the geographle expansion efforts of
the organization, 1t merlts a brief description at this

point.

With the purpose of reducing the number of
deaths in the army resulting from the severe cold, Rewil
Alley, encocuraged by Madame Chlang, proposed to the Min~
istry of War in 1939 that the C.I.C. be given the funds
needed for supplying one million woolen blankets for the

» * » » L L

1, Chen Han-3eng, op.cite, ps 19
2e Ibid', Pe 204



army. The needed $1,200,000 (Chinese currency) ﬁas ad~
vanced, and 400,000 blankets ordered.lv

This was a big task for such a young and 1ll=-
equipped organization. All efforts were bent towerd meet-
ing the contract. Old~fashloned United States looms were
gstreamlined, and 7,500 new spinning wheels were turned
out by the C.I.C« machine ShOpaE Hundreds of spinners
had to be employed and trained in operating techniques.
The deadline was met, however, and altogether about three
million blankets were produced for the government during
the war in spite of inferior equipment and financial hand-
lcaps. The prestige gained for the C.I.C. by this en~

terprige was tremendous.

2+ The Southwest Regilon,

While the cooperative movement in the Northwest
Region had gotten off to such a remerkable stsrt, 1t was
not so successful 1n other regions. Bureaucratic 'inter—
ference and the 1lnabllity of C.I;C. leadereg in getting
along with local officlals resulted in a less phenomenal
beginning in other area8.3

Frank Lem was the one to establish the South-
western headquarters on September 12, 1938, in Shaoyang,

Hunan.a In January of the following year, he bought a

l. Ibld., Pe 2l

2. Ibids
2y Ibid., PaZle
g, Ibid,



match factory, but this was demolished by Jepanese bombs
within a year, at which time 1t had three hundred and sev-
en menmbers., A tooth-brush factory and a medical cotton
factory were also set up, the latter producing two hun-
dred pounds of cotton dally and supplying the Hunan Red
Cross with 8ll that it requested.

By the spring of 1940, there were one hundred and
seventy cooperatives with a total capital and monthly pro-
duction of $500,000 (Chinese).l The government Construc—
tion Buresau promoted the C.I.C. in preference to big, im-~
movable industry because of the constant air-rsid threattg

Kwangsi was the other province in this C.I.C. re-
gion, and December 1941 saw fifty~seven cooperatives in
this province where there had been only six in 1939, No~

table ambng these were the lumber, the shoemaking, and the

tanning cooperatives in Liuchow.3

%« The Southeast Region.

The Southeast Region consisted of Kiangsi, Kwang-
tung, and Fuklen provinces. In Kanhsien, Kiangsu, where
Rewl Alley established the headquarters for the South~
east Region of C.I.C., there was strong opposition in the
form of gsusplcion and pressure on the pert of the land~

L s = & ¥

1. Ibid,
2. Freyn, Hubert: Free China's New Deal, p.203.
2. Chen Han-Seng, op.clt., p. 23
« The information concerning the Southeast Region 1g tek-
en exclusively from Chen Han-Seng, Op.clt., ppe. 23=2H.
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lords who had not forgotten the civil war of 192741936 in
that reglon. However, with the cdoperatlon of the pro-
vincial government, Allej succeeded in getting establighed
in October 1938 in this city. By July of the next year,
only nine months later, there were one hundred and thirty-
two cooperatives in Kiangsl province., Thirty-nine of
these were sewlng and weaving cooperatives.

In adjacent Kwangtung province, the city of Can~-
ton was enough of an advanced industrial center to dls~
courage cooperativeé in it. But in the interior parts of
that coastal province, forty—twc cooperatlives and four
depocts had been established by November 1939. The trades
represented included paper-making, limestone-cutting, pulp-
beatling, tobacco-leaf-curing, and carpentry.

- Likewise, in Fukien province, the towns furthest
removed from the coastal clitles occupied by the Japanese
were the best centers for cooperatives., The machine shop
in Changting was a valuable and outstanding example. 1In
1939, twenty cooperatives were in the province, and in
1940, twenty more were established. Thus, in the three
provinceg there were over two hundred cooperatives by

November 1939, Jjust thirteen monthg after Alley arrived.

4, The Yun-EKwel and Chuan-Kong Reglons.

These two regions were located in the rear zone
of China, far behind the fighting line of the war. Yun-
Kwel embraced Yunnan and Kweichow'provinces, and Chuon=-

Kong included Szechwan and Sikong. The C.I.C. headquar~



ters of the former were at Kunming, Yunnan, and those of
the latter at Chungking, Szechwan.l These were the last
of the initlal five reglonal offices established in the
early perlod. Cooperatives were begun in both regione in
January 1939.2

John B. Foster of the Pelping office of the Unit-
ed States Information Service was instrumental in start-
ing a number of the cooperatives in Tslil, Yunnan. With-
in four months there were zbout thirty cooperstives in
this province, and by December 1941, one hundred and fif«
ty-eight existed.3

At the same time (April 1939), there were about
one hundred cooperatives in 8zechwan, twenty-one of which
were in the city of Chengtu.u The membership of the lat~
ter totaled two hundred and twenty-four. E.R. Lepwood
and Lewis S8.C. Smythe, both misslonary~educators at the
local university, had much to do with the early organiz-
ing of these cooperatives. A year later (April 1940),
the depot at Chengtu had fifty-one cooperatives associ-
ated with i1t with about five hundred members and one hun-
dred and ninety-eight apprentices. 5 By May of 1940,
there were four hundred esnd fifty societies in Szechwan,
but by the end of 1941, only two hundred and forty-seven

& & & 2 o B

1. Pruitt, Ida: "8ix Years of Indusco". Reprint from
Far Eastern Survey, February 28, 1945, p.l.
2. Chen Han~Seng, op.cit., p. 26.
RQ Ibido, ppl 2 ?» 271
. Ibid., p. 26.
5. Ibid,. p. 28'



3
remained.™

5. The Che-Wan and Ching-Yu Regions.

The Che-%Wan and Ching-Yu Reglons comprised the
C.I.0. enterprises in the Japanese-occupled zone of Chins
where there was much guerrilla warfare. They were Dbeszun
in 19@0.2 The former, known slso as the Southern Front
Region, included the provinces of Cheklang and Anhwel,
while the latter, the Northern Front Region, was made up
of 8hangl, Honan, Suiyuan, Chehar, Hopel, SBhantung, and
the Yenan Border Region.B

Not more than ten cooperatives were organized in
Chekiang in 2arly 1942 Dbefore they were 21l destroyed in
the Japanese offensive that summer.h The depot at Tunchi,
Anhwel, was the most isolated of all the C.T.C. depots
during the war, and much ofvits raw materials had to be
snuggled through the Japanese lines, a8ll with grest diffi-
5

Not until the spring of 1944 were cooperatives

6

cultv,.

begun in northern Kilangsu. They became & part of the

Southern Front Heglon at that tlme.
The Northern Front Reglon has been communist—

controlled territory for some tlme., In 1945, Yenan was

1. Ibid.

2. History of C.I.C. File #, Indusco, Inc.

%. Chen Han-S8eng, op. c¢it., p. 29. Cf. also Table ITI,
helow,

¥, Chen Han-Seng, op. cit., p. 29.

5' Ibid., P Z?}..a

6. Ibid., DPs 29
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the largest among five districts in this territory and

had nearly one-half of the total membership.l The cocp—~
eratives in this region are different from the other C.I.
C. units, insofar aec they have combined single societies
into coordinated district organizations.2 This accounts
for the large membership figures for the single coopera=-

tive cited in Table I, page eight, above.
Ds The Administrative and Promotional Agenciles

l. The Administrative Agencles,.

Formally, the C.I.C. Headquarters was sponsored
by the Executive Yuan of the national government as a
soclal organization. With Dr. H.H. Kung zg¢ chairman of
the C.TI.C, Assoc:}.&tion3 as well as Vice-Presldent of the
Yuan, the new enterprise enjoyed the favor of that in-
fluential government body.

For the actual guperviglion of the rapidly in-
creasing number of cooperatives, working headcuarters were
eastablished at Chungking, Szechwan, with a secretary-
general ahd assoclgte gecretary-general in charge., These
in turn assisgted the work of the several distributing de-
pots and individual local cooperatives. Thus the man who
Joined an indigenous cooperative in his home town, while

L 4 L4 - - L] »

1. Border Region File # 9, Indusco, Inc.

2. For fuller discussion of the Communist policy in this
rezlon, see Chapter III, pp. 68 and €9.

%+ Ante, p. 5.

-
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teing one of the determiners of his own prosperity in
democratic cooperation with his feliow—workmen, was ruled
by & nation-wide organizstione.

| However, this system had 1ts wegknesses. For
some time the central office of the C.I.C. was Infected
with politicsl partisans who burdened the pay roll while
not having the interests of the socletles'! menmbers &t
heart. loreover, poor communication and trangporteticn
faclllities prevented the centralioffice from being of the
optimunm usefulness to the individual scciletles. A number
of attempts were made to correct these situations.

In order to overcome the obstacle of dlstance be-
tween headquarters and the locsl socletlies, the coopera~
tives were urged to Join with neighboring units in a fed-
eration of socleties. This was an efficiency measure, for
through the Jjoint treasury of the federation, members
could market their goods and obtaln raw materisls tc bet-
ter advantage than through the small 1isolated socletles
individually. The regional depocts integrated the adminis-
trative aspects, while the federstions, or unlons, helped
to meet the productive and marketing problems. Eventually,
the federations were intended to replasce the subsidized
depot system by adding strength to the individusl socle-
tles. They were also to be organlzed intoc & national
federation so that the powers of the central hesdquarters

would be reduced to a minimum. The number of federations



eported reached thirty-three by the end of 19&21 but
had dropped Lo twenty-six three ysars latef,g and the
national federation hasg remained an unresllized dream.
Another messure teken toward the establishment

of better relstions between the central hesdousarters at
Chungking and the individual societies was the initiation
of & subsidiary agency known as the Tal Ying Chu. Ite
function was to gerve as an advisgor to maensgement in the
problems of merketing and supnly. However, greed, graft,
and speculation in this orgsn caused 1t to be g costly
experiment. Meany coopsratives capitulated becsuse of 1lts

poor management, snd in 1G43 it was abolished.

3
o
@

Tal Ying Chu's faults led tc an investigation
in 1942 by two Americans, Dr. ¥. liackenzie Stevens snd

Mr. John Lyman, made at the invitation of Dr. Kung.

Their recommendations were accepted, and the entire C.T.C.

administrative organization was drastically changed. OCn

o/

June 3, 19437, the Association for the Advancement of
Chinesge Indugtrigl Cooperat ive35 was formed to take over

- L4 - L3 - »

1. China Handbook 193%7-1943%, p. 459, Table 39, The figure
of 7% federations found on p. 156 of A ¥ation Rebullds,
The 3tory of Chinese Industrial Coopeératives 18 deri-
ﬁife[ in error, probably tyyowraﬁhical.

2. See ble vI, below,

F' Chen Han—Sanm, op. cit., pp. 45, 46,

+. Pruiltt, Ids, loc. cit.

5. In accordance with the usage of the various sources
gogsglgeg, this will hereafter be referred to zs the

sdhelselelie




~18-

the work of the centrsl offices at Chuﬁgking.

As part of this remodelling program, the person-~
nel of the entire A.A.C.I.C. staff was to be frozen at
2251 in an attempt to dispose of the surplus of useless
government employees which had burdened the pay roll

previcusly.g However, although many were relieved of

thelr duties, this purge was never thoroughly accomplisheds.

Another reform involved the replacement of the

secretary-genersl by a three-man Naticnal Coordinating

Committee. The three members were Chinese and had equal

volice in all decielons. An assisting Standing Committee

and a Board of Directors, of which Madame Chiang was hon~

b

orary chairman,3 were salsc formed.

Insofar as the movement was already waning by
this time {June 1943), the seven Regional Headquarters
were reduced to three Reglonal Coordinating Commlttees,
each of which supervised only two provinces.5 In 1945

it required $45,557,647.30 (Chinese currency)6 to pay the
» » » ® * *

l. Pruitt, Ida, op. Clte; DeZe
2. The staff totaled 700 in 1940, according to a state-
ment made by Dr. Kung, clted by Linebarger, op. cit.,

« 226,
8eneral Survey File # 9, Indusco, Ince
A ¥ation Rebuilds. The Story of Chinese Industrial
Cocperatives, p. 18.

The newly formed Northwest Region was comprised of
Shensl and Kansu; the 3cuthwest included Szechwan and
Yunnan; and the Southeast included Kiangsli and Kwang-
tung. According to Miss Elizabeth Selsbee of the In~
dusco office, these regional divisions were abolighed
in 1946, and at present, the A.A.C.I.C. office ig in
Shanghal,
6. A Nation Rebullds, The Story of Chinese Industrial
Cooperatives, p. 47,

F W]
®

.

N
.



adminlstrative staff in Chungking and the regional offi-
ces. Since the monthly wage of a staff member equaled
$600,000 per msnthl at that time, one can infer that the
staff had been reduced to less than eighty.

Thus, the A.A«C.I.C. proved to be a great im-
provement over its predecessor, It was a promotlonal en-
tity and offered technical, statistical, and finanelal
help to the cooperatlvesz. The work of other promotionsal

agencles will now be considered.

2e The Promotional Agenciles.

In a war-torn, poverty—sﬁricken soclety blasted
through with an ever more acute inflation and all of its
attendant evils, the monetary wherewlthal for establish-~
ing and carrying on a movement such as this was the ever-
present need. Frequently, loans had to be advanced to
gocleties for capital investments, and often those socl-
etles which started out without financial support from
the committee came seeking funds when one of the adverss
circumstgnces Jjust mentiqned'overtook them. A promotione
el program was congequently & necessity.

g The International Committee.

For thls purpose, the International Commlttee
for Chinese Industrial Cooperatives Productive Relief
Fund was formed by the Right Reverend R.C. Hall on July

= & B & & ®

1. Ibid., p. 46,
2a Ibido, Pe 18,



21, 1939 in Hong Kong, where he ig the Anglilcan Bishop.l
There were twenty-three members, including nine Chinese.2
Thls committee seeks tc solicit funds for the C.I.C. on an
international scale end distributes them to worthy socie-
ties without the political bilas found in the Chungking
headquarters. The officers include Bishop Hall, Chairman;
Miss Tallithe Gerlach of the Nationgl Committee of the Y.W,
Cehe, Vice~Chairman; Mr. Theodore Herman of U.N.R.R.l.,
Acting Treasurer; lr. Rewl Alley, Fleld Secretary; Mrav
Peter Townsend, Executive Secretary; and Miss Ida Prultt,
Field Secretary.3 Chihese legders and Westerners represen-
ting other internstionally-known organizstions are also
memberse.

bs The American Commlttee.

Along with the International Commlttee, & number
of national promotional agenciegs have been organized through-
out the world in such countries as the United States, Eng-
land, the Philippines, and Australiae The United States
ageﬂcy, organizéé in 1939 by Miss Ida Pruitt, 1s called
"Indusco, Inc., American Committee in Aid of Chinese Indusg=
trial Cooperatives." Its offices are at 425 Fourth Avenue,

New York City.
The office staff, hesded by Miss Ida Pruitt, Field

& e @ » ] *

1, Chen Han~Seng, cp. cit., p.40.

2, General Survey Budletin # 12, Indusceo, Ince
3., Indusco Bulletin, Vol., VII, No. 9~10, Sept., Cct.,
1947, p. 1, 3.



Director, and Miss Elizabeth Selsbee, Publlicity Chalrman,
solicits funds and seeks to promote the cause of the C.I.
Ce. The‘funds received are sent to the Internétional Com-
mittee for alstribution.l Thelr use may be désignated

by Indusco. Indusco 1s cooperating with United Service to
China, to which it petitions for an spproprlation of funds
on the behalf of C.I.C. The four~page Indusco Bulletin

is currently published guarterly. Lack of funds has cur-
talled 1ts former monthly publication.2 |

The twenty-two-member Board of Directors of In~
dusco meets monthly to determine policy and financial queg~
tlons.3 Indusco, Inc. has an advigory board of slightly
more than one hundred membersu of which Robert M, Fleld
is president. Xarl T. Compton and Robert A. Millikan are
among the seven technlcal consultants. Rewl Alley is the
Ohina representative for Indusco in China.

* & 2 o v @

1, By December 31, 1946, about $3,600,000 (U.8. currency)
hsd been sent tc Chins by Indusco. Cf. Chen Han-3eng,
ope cit., pp. 46, 47. ‘

2e The most recent promotional innovation devised 1s the
formation of Gung Ho Guilds in the varlous United
8tates cities. The only one reported to date is in
Washington, D.C., organized November 5, 1948, Cf. In-
dusco Bulletin, Vol, VIII, No.9, Autumn 1548, p. 2.

3. The preasent Indusco letterhead lists the following a~
mong the Board of Directors: Maxwell 8. Stewart, Chalre
man; Rev. Dwlght J. Bradley, Vice~Chairman; Charles
S. Gardner, Treasurer; Rev. Willlam H. Melish, Walter
Rautenstreuch, Laurence Salisbury, and Edgar Snowe.

‘4, A few of the significant names among these are: Mrs.

Hugoe Black, Senator Ralph O, Brewster, J. Henry Car-
penter, Rt. Rev. H.W. Hobsgon, Philip Jaffe, Msgr. L.G.

Ligutti, Mrs. Paul V, McNutt, Philip Murray, Stephen
Raushenﬁush, Mrs. Francls B. Sayre, Michael Straight,

‘Betty Gram Bwing, Deems Taylor, Jerry Voorhis, and Ray
Lyman Wilbut. - _



E. Statistics of the History of

the lMovement

With the survey of the beginnings of the C.1.C.
movement in the various provinces and its supporting or-
ganizations completed, a study of the growth of the move~

ment over a gpan of years 1s in order. Thils wlll involve

statistical tables for the most part.

In gethering these statistice, a number of prcb-
lems arose, and these will be dealt with first. Thesge

 will be followed by the statistical tables themselves and

a brief interoretation of them. More recent supplementa-

ry meterial will conclude the sectlon.

1. Problens.

The original gathering of data from the far-flung
extremities of such a nation-wide organizatlion suffered as
& result of the war's disruptions. Moreovef, definitions,
methods of dating, and lines of demarcation between groups
are found to vary among different sources. Thie makes the
compounding of two or more gsources 1lmpractical. Nc  one
source has been able to supply all of the filgures desired.
Even Indusco, Inc. has not attempted an over-all complla-
tion of the data since lssulng the fligures found in Tables
IIT, IV, and VIIl btelow., Consequently, the tables may
appear to be qulite unrelated. However, they will serve

- L] * o s -

1. Post., pp. 26, 27, and 30.



to give an appreciation of the various trends In the life-
time of the C.I.C.

As for interpreting the financial figures in the
tables, one must keep in mind the varisble inflatlon of
the period. The influence of this inflatlon cannct be
over-enmphaslzed for, perhaps, more than any other single
external factor, it accounts for the greast number of deaths
among the cooperative socletlies. Table II, below, glves

some indlcation of ths terrific rise in prices from 1936

TABLE II

WHOLESALE PRICE INDICES AT THE THREE MAJOR CENTERS
WHERE THE COOPERATIVES UNDER THE CHUNGKING C.I.0. WERE
CONCENTRATED. + v

Year Chungking Sian Kweilin
1936 100 100 100
1937 102 169 100
1938 139 231 127
1939 - 2ho 357 | 216
1940 654 536 438
1941 1688 1681 1003
1942 5030 , 5502 3178
1943 17360 o837 10429

1. Chen Han-Seng, op. cit., p. 42,
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te 19&3¢1 guch inflation makes 1t difficult to interpret
the money values in the tables. In some instances the
repid changes in money values have prevented computations
altogether,

With these considerations in mind, there 1s no
attenpt here to defend the absolute completenszss or the
clarity of presentation of thes data. They are merely the

best avallable to the guthor's knowledge.

2. Statlstics.

It will be seen from Table IV that the pesk as
far as the number of existing socletles i1s concerned was
around Jure of 1941. Subseguently, consolidatlion or li-
guidation of numerocus soclileties reduced that number., But

while nunmbers fell, incressed efflclency and econony

'helped to maintain monthly production temporarily.

The variety of industries in which cooperstives
wzre established was great. By early 1940 there were one
hundred and fourteen typesg of cooperatives.g As seen
from Tableé VII and VIII, the splinning and weaving of tex-
tiles has been the most common. Chemical industries, in~
cluding soap and dye works, ranked second,

* * [ 4 * * ?

1. "Before the war $1.00 U.S. equaled about $4.00 (Chi-
nese)., At the beginning of 1947 the black market
rate was $1.00 U.8, to $7,500 (Chineege)." Chen Han~
Seng, op. cit., p. 14, footnote.

2s» News Release, The China Information Committee, July
15, %?40, cited by Psul M.A. Linebarger, cp. cit.,
pog ]
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The "Share Capital' listed in scme of the tables
te the amount which the individual members pledge to
their local socleties. It is the product of the number

of shares held and the price of a single share.
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TABLE VIII :
FOREMOST INDUSTRIES REPRESENTED IN C.I.C.
DECEMBER 31, 1943

e s e > ———
Type of ¥Number of Per cent Number of Per cent
Industry Socletles of Total Members of Total
Spinning 529 L6,23 9,398 5, 28
and '
Weaving
Chemical 256 20.09 3,272 18.94
All 429 33,68 h,611 26.68
Others
Total 1,274 100,00 17,281 100,00
3. Bupplementary Datsa.

The 1S47 status of the cooperatives is given

In a report released by the Internstional Committee at 1ts

annual meeting in September of that year,

2.

"Forty-one cooperatives have been added to the more
than 300 already in central, northwest and south Chie~
na. A number of octher cooperatlives have been reor-
ganized or revived in aress that suffered destructicn
in Japanese attacks., Approximately ZOO more cooperea=
tives are operating in north China.*

The 1948 figures’ 11lst 316 cooperatives in

General Survey File # &, Indusco, Inc.

"Interrational Committee leets in Shanghal," Indusco
Bulletin, Vol., VII, Numbers 9, 10, Sepiember, October
1947. Note that the statement given in the present
tense regarding the scope of the C.I.C., and found on
pe 511 of the World Almsnac and Boct of Facts for 1948
is found identically in at least fiwes previous annual
issues of that publication.

This and the remaining information in this sectlon 1ls
adepted from s table in Shantan Baille School 1948,

B 6.

E
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existence in twelve provinées. There were fourteen feder-
ations, not more than three of which were in any one of the
provinces., The greatest local concentration of eocleties
is at Likiang, Yunnen, where thirty-seven are located.
Shensi, Yunnan, and Szechwan have a total of 175. Four-
teen of the fifteen éilk~weaving cooperatives are at Chen=
ging, Honan, and more than half of the nineteen leather-
gocde shops are’at Likiang.

The types of industrlee included represented

“more than eighteen general fields. These were,in %the or-—

der of thelr popularity, cotton textiles, paper meking,
talloring, woolen textiles, leather goods, agricultural
processing, slilk weaving, leather tanning, machine %coling,
retal works, furniture and printing.

It 1s thus seen that the movement as & whole

has decreased in 1ts scopee.
F. Summary and Conclusion

Thigs chapter has presented an hlstorical re-
view of the Chinese Industrial Cooperative movement. From
the account given of the early beglinnings of the coepera-

tives, 1t can be geen that they enloyed grest success in

their geographicsal expansion. This called for the organ-

izing of administrative and promctional agencleg, and the
history and nature of these organizations have been dls~
cussed. Finally, a series of tables has been presented to

show the progressive rise and fall of the movement. The
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1948 data revealed the enterprige as being considersbly

curtailed in comparison to its pesk, reached in 1941,
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CHAPTER II

CUTSTANDING FEATURES OF THE
CHINESE INDUSTRIAL COOPERATIVE PROGRAM



CHAPTER II

CUTSTANDING FEATURES OF THE
CHINESE INDUSTRIAL COCPERATIVE PROGRAM

A. Intrpduction

As the number of partlicipating units in the
Chinese Industrial Cooperstives increased, the details of
mgnagement were developed in an effort‘to cope with the
problems which arcse. Whereas Chapter I deslt with the
guantitative aspects of the movement, chronologically ar-
ranged, Chapter II willl be concerned with some of the
notewoerthy qualitative fegtures of the enterprise.

An objective study will be made of the alms
which the system was to attain, the constlitution under
which the sgocletles were onerated, anéd the techniques em—-
ployed in the procuring and training cof personnel. The
welfare work which was iInstltuted and, finglly, the meth~
ods of financing the entire program will be get forth.

This study of the strategy used will aid in

better evaluating the movement as s whole in Chapter ITI.
Bs The Organizing Aims of the C.I.C.

Agalnst the background of a Chinese culture
in which the people are accustomed to doing things to~
gether 1in small groups and of a Chinese economy which weas
decentrallzed and cellular and in the process of carry-

ing on a war, 1% 1ls easlly seen how the idea of starting

.-.35.-. :
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small Aindustrial cooperatives was concelved and motivated
in 1938&,

Although the original precposals of the first
group of organizers have not been procurable, there are
subseguent statements of the purpose to be found 1n the
Indusce files. The following, dated Januvary 21, 1942, is
quoted in full:

"The principal aim cf the Chinese Industrizl Coop—
erstives 1g the rehabillisation of China'e disgposseagsed
workers and refugees by providing them with permanent
meang of livelihood in C.T.7. workshops and thus, by
the utilizatlion of the country's vast resources in
man-power and raw materlals snable China's means of
production to function for the benefit of the Chinese
people.

"Derivative aims are: to help rebulld and modern-
1ze China's backward economy; help adjust workerg!
gkills to the changing conditlons of the industrisl
revolution; provide the Chinese people with essentlal,
everyday consumer needs; support the materisl and
medical nseds of the arnmy; and rehablllitate dilsabled
gsoldiers, widows and wer-orphans."s

Thus 1t is sgeen that the principal purpose
for forming the C.I.C. was to help bring rellef to & ware—
raveged populstion., It was on the basis of this fundamenw
tal humanitarian idesl that the movement gained such wide
support from the government from the very start.

The C.I.Cs was to be nation-wide, keyed to the
needs and facilities of the village communities, open to
both men and women of all religiong.

For accomplishing this purpose a network of

® @ « L3 - -

1. History of C,I.C, File # 3, Indusco, Inc.
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30,000 cooperative gocleties throughout the country was

envisinneﬁ.l The country was divided into three zones,

Q

orresgponding to the front, middle, and rear military
zones and the cooperatlives in each were to be adapted %o
the conditions which prevgiled. Those in the rear zone
could afford to be of the more immoblle, heavy-industry
type, while those in the front zone were necessarily of a
portable nature such as could be moved if & hasty svacusa-—

tion regquirsd 1it.

Co, The Constitutlon Governing the C.I.C., Socisties

The items which follow are the noteworthy
points of the "Model Constitution fer Chinese Industrial
Gocpérative Societies, Revised July 7th, 1S40O" igsued by
the Indusco Office in New York. All direct quotations
are taken from that document, the article numbers being
indicated besglide the caption of each section. The constie

tutlon 1s still in effect.

1. Membership Qualifications. Article 7.

To become 3 member in & cooperative, a person
had to be a local resident, honest, of good charascter, and
at least twenty years of age. (Junior membership began
at eighteen years of sge.) He was not to be an oplum smoke-

2 o 2 5 e @

1. History of C.I.C. File # 1, Indusco, Inc. Less than
10 per cent of this ambltlous goal was ever sctually
reellized., Cf., Table IV, ante, p. 27«
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er, drug addiect, or gambler. Bankruptey, loss of civil
rights, and memberghip in another C.I.C. soclety also

barred one from membership.

2« lMembership Admission and Termination. Articles 9,10,
11, and 13%.

_ A would-be 'member had to be introduced zsnd
guaranteed by two members of the soclety and had to have
the gpproval Qf a majority of both the Board of Directors
and the General Meeting. It was then necessary that he
subscrlbe at least one share, making s down payment of 25
per cent, and paying the balance within a yesr. Until this
was paid, he could not vote. No single member could sub-
scribe more than 20 per cent of the total share capltal of
the soclety.

Memberg were free %0 resign st the end of any
fiscal year 1f notice had been served two months previouse
1ly. Loss of membership resulted as soon as one of the

qualifications (Section 1, sbove) was lacking or when a

‘member ceased to hold at least one share of capital. A

member could be expelled by vote at the General lieeting if
gullty of "uncooperative conduct or conduct detrimental to

the interests of the Society‘“l

3, Transfer and Redemption of Shares. Articles 12, 14,
and 15’
Transfer of shares between members was sublect

* e z ® © @

1, Article 13, Sectlicn 1,



to the Dlrectors' approval. Shares could not be used for
payment of or surety for debts owed the Soclilety. Payment
of shares to a resigning member or to the proner executors
in case of insanity, death, or bankruptcy was ic he with-
in a year of the gevering of membership.

The value of the shares redeemed was deter—
mined by the Directors in light of the previous yesr's prog-
perity, but in no case could thls exceed the value at$t the |

tine of subscripiion.

Y, General Meeting. Artlcles 19 and 20.

The General Meeting of the Socclety was to be
held annually and upon the call of elther the Board of Die
rectors or the Beard of Bupervisors. Twenty per cent of
the members was sufficlent for requesting the Directors %o
call a meeting. The Board of Directors could demsnd atten-
dance 1f a 51 per cent quorum should be lacking. For dls-~
gsolution of the soclety and for amalgamstion with another
soclety, a three-fourths vote was required. Each member
had only one vote, irrespectlive of the number of shsres
held. Dilrectors and Supervisors were elected at the Gen-

eral Meeting. The latter determined all salaries.

5. The Board of Dlrectors and the Board of Supervisore.
Articles 21, 22, 23, and 33,
The Directors met monthly and elected 2 chair-
man, gecretary, and treasurer, annually. They were empow=

ered 1O appoint a general manager for the Soclety who was
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responsible to them. They discherged the adminlistrative
business of the Soclety and dismisced sr‘suspenaed 211
workerg in the Doclety.

The Boa?d‘of Supervisors met monthly, salone,
and gquarterly, with the Directors. Its chief duty was to
keep a check on the Board of Directors and to annuslly

audit the financial record of the Soclety.

6. Binding Agreement. Article °Z,

Every member at the time of Joining had to
agree to "gell through the Soclety all goods manufactured
wholly or partly by him on the Socleiy's premises or with
materials or equipment supplied by the Soclety! except

ag otherwlse sgreed upon by the Soclety.

7. Division of Surplus. Article 29,

The rate of depreciation, determined by the
Board of Directors could never be less than 20 pef cent
on egulpment and 10 per cent on builldings. Azcumulated
losses were brought forward from the precesding years A
Share Transfer Fund was %o be malntsined for covering re-
demptlon of terminating shares. Dividends were pald on
pald-up shares st the local current leng-term interest
rate, provided that this did not sxceed 10 per cent per
annum.

Any remsinder was the net surplus and was to
be disposed of thus: atleagt 20 percent was for the Gen-

eral Reserve Fund; at least 10 per cent was for a Common
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Good Fund to be disposed of as the CGenersl Meeting desig—
nated; 10 per cent wase for the payment of federation di-
rectcrs.and gtaffg; 10 per cent was for shares in & local
Industrial Cooperstive Fund sdministered Jointly by the.
local federstion and the local C.I.Cs office. The remain-~
ing 50 per cent was to be divided among the members and
non-member workers in proportion to thelr yearly wages
with the possible reservation that two-fifths of the amount
due any menber could be retained by the Soclety. Thils was
to be credited to his paid-up share account. This policy
was to continue until 50 per cent of the Socletyls total

capltal existed in peid-up shares of members.

8. Handling of Loss. Articles 5, 30, 31, and l.

In cese there was a net loss rather than a
surplug, outstanding obligastions were to be met at all
costs. No share dividends were to be paid. The losgs was
to be covered by drawing upon the following resources in
the order listed. (&) The Share Transfer Fund. No mini~
mum balence in thie fund was required in such an emergen=-
CYe (b) The General Reserve Fund. Thls was used only for
such cccasions. (c¢) The Pald~-Up Share Capital Account.
Members could be requlred to pay up unpald balances on
subscribed shares proportionsl to the balance due, (&)
The Guaranteed Liabllity of the several members prorsted
to meet the loss. Each member had to sssume a llability

for the debts of the socclety to non-members proportional
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to the number of shares he held, This was %o be binding

for two years after hie membership had been terminated,
For this reason, the cooperstives were officlally known as

the Guaranteed Lisbility Industrial Ccooperative Societies.

9. Complaints, Suggestions,and Diesmlssals., Article 33,
Members and employees who had complalnts or
suggestions were to submit them to the Mansger or Board
of Directors.
Suspensions or dismissals of employees, in-
cluding both members and non-members, were voited upeon by

the Board of Directors, =nd theilr decision was flnal,
Ds The Procuring of Labor

In China, with 1ts 460,000,000 people, one
would expect to find no shortage of laborers in the Soci-
etles, especislly when the war had demolished s¢o many fac~
tories and had thereby increased unemployment. Thils was
generally the csasse, and the C.I.C. organizers, after once
making themselveg known in a community, usually had more
applicaents than they could accommodate.

To help the towne-peocple grasp the concept of
working together, a program of publlcity usually preceded
the formatlon of a cooperative. After formatlion, the
members were further educated in cooperative ideals and
theory by means of evening classes and the monthly meet-

ings of the goclety.
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The C.I.C. was under no obligation to estab-
lish a fixed number of cooperatives in a particular town.
That is, the cooperatives were made to fit the gkills,
needs, and resources of the locsl community rather than
the populace having to be conscripted for work in a huge
new industrial plant that forced ltself upon the community.
A minimum of seven members seriousgly desliroug of ingtitute—
ing a particular cooperative was the primary requirement
for the esgtablishment of s unlt,

The majJority of the emnloyees were tradesmen
or those wishing to learn a trade. However, two gignifi-
cant additional sources of labor were the dlsabled war

veterans and women,

1. Disabled Soldiers as a Labor Source. |

The CeI.Ce addresséd 1tself to the task of
alding the wounded soldiers as one expression of 1ts re-
lief work., At the same time, the soldiers supplieé a
labor market for certaln types of inéustryf Disabled nen
often found their homes demolished upon their return from
kthe fighting front, and they were consequently forced to
migrate. Employment was hard to find in a strange locall-
ty, especlally for one with a physicsl hendicasp. The C.T.
C. sought to relieve this situatlon by losning to the vet=
erans the caplital necessary for establishlng thelr own
cooﬁer&tives. The "C,I.C. Disabled Soldier" label was

soon to be found on cilgerettes, candles, uniform cloth
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blankets, and bags of flnur.1 At one time there were fif-

ty-one of these societies with = membership of 1,300 the

largest part of which was in the Southesst Rggion.

2. Women in Ccopefatives.

Madasme Chiang Kal~Shek was the first to sug-
gest that women be mobilized for production through the
C.I.C. tG.SuppOPt the fighting men on the bsttle front.
Her New Life MNovement, the Y.W.C.A., and cther sgimilar or-
ganizations geve thelr support toc the C.T.C. in prcmoting
guch an enterprises

Women came to play a prominent role in the
work of the C.I.C. They were often irn the majority 1ln the
textile cooperatives. In some cases a local unit, includ-
ing mansger and board of directors, would be comprlsed en-
tirely of women. The number ¢f women who spun and wove
the yarn in the spectacular army blanket project3 is
pilaced by one enthusiastic source at "tens of thousands.?

As a sample of the sex eguallity enloyed by
women cooperators, a story from Feking will 1llustrate.
Last year a women's gsewling cooperative pgssed a resolution
to the effect that "when one member was 11l-itreated by her

@ * . L3 - [ d

1. A Natlon Rebullds. The Story of Chinese Industrial
Cocperatives, p. 11,

China Hendbook 1937-1943, p. 462, Table kL2,

Ante, Pe 9¢

A Nation Rebuilds. The Story of Chinese Indusirisl
Cooperatives, p. 10.

a

i
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husband, all the other members should rally to her support,
that such action was an effective and integral part of the
cocperative mevement.“l Such equality of rights for women
wag revolutionary in the Chinese culture,

Women were also glven an active part in the
educational and health program of the C.I.C. Miss Jen
Chu~M1ng,'a returned student from England, was & leader in
this work, particularly in the Northweet Regimn,g

A presumably impartlial testimony indilcating
the impact of the C,I.C. in general, and of the women's
work in particular, 1s found in the words of Dr. Irma
Highbeugh of the Methodlst Rural Service Centsr at Kien~
Yang, Szechwan. 3ome ¥years ago ghe galds

"The cooperatives bring not only a new mode of pro-
duction but a new mode of 1life, and women's clubs have
been organized to bring zbouvt better relations hetween
locagl women and refugee famllies., The impact of these

clty~-bred factory women and of training in co-opera-
tive thinking and working heas been tremendous.”

E. The Training of Personnsl

The training of the personnel was of malor
importance to the effectiveness of the C.I.C. There had
first to be the fleld rapresentatives and well-trained or—
ganizers who would plant the seeds farAa community cooperw

2 8 & » ® P

1. Bickerton, Max: "Women Coocperators,% Gung Ho News, Vol.
III, Number &, August 1948, p. 2,

2. Chen Han-Beng: Cung Hol, p. 20.

2. Dr. Irma Highbaugh in Price, Frank: Wartime China as
Seen by Westerners, p., 146.
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ative 1n places where the cooperative l1ldea was entirely
foreign. Further, instrucition hsd to be given to the ap~
prentices and members of the cooperatlves in the cases
where they lacked skill in their trades. Also, a more
general curriculum of literacy wsass made avallable 1in sone
places., Hventually schools, somewhat saulvalent to West-
ern trade schools, were begpun for carryling on a long-range

training program for future leaders. HZach of these three

aspects of the program of education will now be discusgsed.

1. Leadership for Organizational Work.
#ith the prestige and influence of the origi-

.
~ the infant enterprise was able t0 engage the

ngl promoters
gservices of well-educated Chinesge and capable Westerners.
miésicnary—educ&tors, university professors, and Y.M.C.A.
leaders served in key positions. A number of the early
Chinese executliveg had had training in the Ford coopers~
tive at Dearborn, kichigan.g College graduates were pre—
ferred.

Thus, most of the sarlyv fleld workers snd tech-

nical speclalists recesived thelr training outeide of the

cooperative educational framework.

1. 4nte, pp. 3, U.

2. The present CGeneral Secretary of the A.A.C.I.C. spent
nine months in America last year visiting the Nova Sco-
tia cooperatives, the T.V.h., etc. He wasg sgponsored
by the Rockefeller Foundation. "From China," Indusco
Bulletin, Vol, VIII, Numbers 1, 2, January, February,
1948, p. 2.
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However, their ranks had to be supplemented,
and; therefore, many others had to be tralned in coopera~-
tlve techniques. Practical business management experience
was the blggest lack in the eaély period.l Table IX, be-
low, lindicates the scope of this program during the firet
few years.

| TABLE IX
TRATNING OF C.T.C. PERSONNELZ

Year Administrative Technical Training Total
Personnel FPersonnel of liembers

1939 Las 216 70 771

1540 148 95 1,179 1,382

1941 195 ool 734 1,153

15942 i 1hko 516 €56

Totel gog 675 - 2,59 2,962

£+ Treining of Cooperators.

The average age of cooperatorg was lowered by
the great number of boye and young nen who were within
thelir ranks. Although one could not become a full member
untill twenty years of age, he could serve as an gpprentice
while younger than that. Hieg apprenticeship might last
from three months to two years, and during the period he

* - » - L] L4

1. History of C.I.C. File #2, Indusco, Ince.
2. China Handbook 1937-1943, p. 460, Table 42.
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would receive a wage, a practice guite unheard of in China,

1 There were more than 10,000

accordling to Hubertg Frayn.
apprentlces and probationary membersg at the end of 19&3.3
The members of a lbcal goeclety, hecldeg re-
seiving instruction in their particuler skills as needed,
were given addi?ional education in the cocperstive. With
many of the members being 1lliterate, reading, writing, and
cocunting were taught. In addition, lessons in cooperative

4

living were given.

3¢« The Ballie 8chools.

By far the biggest educatlional investment
nade by Rewi Alley and his cohorts wes that of the six
Baille Bchools. The boys trained in these were to help
in bridging the gap between (1) the well-trained technical
experts and the mags of common laboring cooperators, (2)
the handicrafts and the mechanized industry, and (3) in-
dividual cooperatives by advanclng the promotion of the
federations.5

The gchoolg ftook thelr name from Joseph Ballie,
an Amerlcan misslonary who had & great desire to indvstri-
alize China. 81x schools were established, but Japanese

4 o o o o »

1., PFreyn, Hubert: Free China's New Desl, p. 57.

Ze Probationary members were those who had not pald in
full one sghare, Cf, ante, p. 38&.

3. Irma Highbaugh in Price, Frank: Wertime China as 3een
by Westerners, p. 146,

L, General Survey File # 14, Indusco, Inc.

5. General Survey File # 13, Iandusco, Inc.



invaslion, local famine, or lack of tesching personnsl has
clogsed five of them,

The only remaining one 1sg at Sandan (Shantan),
Kansu, where Rewil Alley haz been acting-headmaster since
the "death of hils predecessor, Georgze Hogg, in 19M4, Ac-
aording to Miss Elizsbeth Selshee of Indusco, the Sandan
school, becsuse of its potentialitieg, receives the lar-
gest percentage, 1if not the entire sum, of Indusco's con-

1

tributioneg currently. Alley volceg the game philosophy
thus:

%At a time like this when repid expansion of the
work of cooperative organization 1s not possible, it
hag been consildered sll important tc hold together
the training of cadres for future work, consolldate
the esgential experimental plants for small scale vile
lage Industry and to carry on further rasearch snd
sxperimentation. . . It[the school}has become cne of
the most important pleceg of fleld work in ths CIC,
and the resgerve of knowledge and personnel will make
possible a new stage in the CIC when stable gcononle
conditions allow further fileld development.'=

As of June 194%, there were 325 students, in-
cluding ten gzirls, many war orphans end peasant childrem.s
L
Ages of gtudents ranged from twelve to twenty.
The boye served a six months apprenticeship,
working on one of the farms and taking evenlng claseesg,

£,
before being enrolled in the school proper.”

» £l L4 » & »

1. Interview, March 16, 1949,

2. Field Secretary's Report, December 1548, p. 1.
7. Shantan Ballie School 194%, u. 45,

d. Ibid., p. 2.

5. Field Secretary's Report, December 1948, p. 2.
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The school was staffed by twenty-two Chinese
and forelgn teachers, assisted by some of the older stu-~
dents. These together comprised the Executive Committee.
Nine classes wers tsught daily and subjects included Eng-
ligh, history, geegr&phy, mathematiceg, and sclence. Re=
quirements for graduation could not be ascertalned.

Practical tralning was to be had in the twen~
ty-seven prolects which included work with pottery, tex—
tiles, machine tools, electrical engineering, agricultursl
and pastorel farming, mining, irrigation and surveying,
chemistry, glass, peper making and transport.l These u-
nits brought in some revenue asthe treineeg scld thelr
products, but this amounted to only 37 per cent of thelr
coet for the month of July 1948.2 For the school as a
whole, 194Z€ was largely & year of bare subsistence,-

Three farms and a hospital, the latter begun
in 1847, are also part of the school. Supplies, such as

string, chslk, ink, paper, and glue often have to be mede

1f they are to be used.
Fs WelfTare Projects

Another significant part of the earlier C.TI.C.
program was the welfare work 1t undertook. Varloug as-

- . * L d L4 E

1. Shantan Ballie School 194&, p. Lm,
2. Ibid., p. L&,
3. Cf. Field Secretary's Report, December 1948, pp. 1, 3.



pects of this work are tabulsted in Table X. Tt was core
ried cn for the benefit of the cooperastcrs chiefly, al-
though often the hospital ard clinical services were avall-
able %tc the entire communlity.

Hosgpiltal drugs were supplied by the Bureau
of Public Heslth and the Internstionesl Red Cross, while
bandages, cotton, and some drugs were often forthcoming
from a locel eooperetive.l

In three of the seven reglons there were

S

village community centers which are sald tc have consle~-
ted of perhaps a recreatlon hall, a library or reading
room, & nursery, a clinlec, or & primary school for chil-
dren.z

It 1g apperent from Table X that the North-
west and the Chwan-Kang Regions had developed these so=
c¢ilal projects to the greatest extent among the regions.
The medical clinics and the recreatlon clubs were the
most common. With many of the coeperativeé consisting of
women? the nurserles were a veluable, if not necsssary,
addition to their DProOgrsai.

This welfare work of the C.T.C. hag heen
curtalled along with other aspects of the shrinking move-
ment. In July 1948, there were only two hospitals and

o e e o s

1. Ching After Five Years of War, p. 107.
2. Ivid., pp. 106-107.
3. Cf, ante, pp. 44,45,
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1 .
eleven cliniecs under the C.I.Cs Seven cf the latter were
gubsldlized by a sgpecial grant of funds from the China Re~
lief Migsion in the United gtates, while one of ths forme

er 18 gt the Ssndan Baillle Scheol‘g

G. Financesg

A thorough study of =211 the finsncilal as-
pects of the C.I.C. seenmed impracticable., Therefore, ths
following 1s presented merely for giving a generzl pilcture

of the sltustion gs it exieted from time to time.

l. Receipts,

Individual cooperatives which were a part
of the C.I.C. were seldom self-supporting entitiess. Since
the ninimum number of subscribed ghares reguired by the
constitution for membership in & lcoecal soclety was so 1ow,3
there was a etrong poesibility that only & small part of
the necessary capital would be received, Thilsg required
the coogeratives to seek subsgidles and loane from any of
geversl sources,n Thus, a study of these sourceg is in

crder.

1. "Cooperatives Develop liedleal Progran," Gung Ho News,
Vol. III, Number 7, July 194%, p. 1.

2. Ante, pp,49, 50.

7. Ante, p. 38,

L. According to George A. Fitech and Fubert Liang in Chi~
na After Five Years of Wer, p. 111. of the total capli-
telization up to 1942, only sbout 10 per cent was sup-
rlied by the paid-up shares, wheress 35 per cent canme
from government sources and the rest from the banke.
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a. The Central CGovernment.

One of the gourecss which supplied losneg and
grants to the C.I.C. was the Kuomintang government. Feel-
ing that the movement deserved government backing on the
merlts of ite proposed program, the Centrsl Government
provided $5,000,000 (Chinese) to be used as loan capital
for operéting expensesgl O0f the total of more than
$179,000,000 received by the enterprise from the time of
its inception through December 1945, more than $i5,000,000
wes provided by the government.2 However, during 1945
the government gupplied only %1,140,000.3 The diminish-
ing of the government support has continued up to the
present time, 1t 1s believed, although exact figures
are unattainable.

b. The National Banks.

It was through the influence of the govern-
ment and the intereet of T.V. Soong of the Bank of China
that the cooperative program succeeded in getting loan
credit established at the banks in China. In December
19&3, more than one-fourth of the total losn-capitsal of
4

the cooperatives was supplied by the banks,  Altogether,

® @ ® % o k]

1. Ibid., pe. 10K,

2, Chen Han-Seng; op. c¢lt., p. 46.

3, Ibid., p. 47. )

I, Genersl Survey File # &, Indusco, Inc.
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up tc December 194 the government banks advanced about
’ £

, 1
$12,500,000 to the C.I.C. movement.

¢e The Promotional Socletles.

The role playsed by the severszl nromotlonal
committees in supporting the cooperstives hag already
been taugh@d upox.g Avallable Tigures are not comprehen=
sive enough to give a clear picture of the contributions
made by the individuasl national commlitiees and the Intere
natlonal Committee at any one time or over any given in-
terval of time. |

It can be sald, however, that the United
States citlizens contributed the largest sum.3 From June
% to Decemher 31, 1943, individual United States clitizens
zave %19,5@2,606.53 (Chinese) to the C.TI.C. cause, while
England gave only $3-h.5‘3.2,979.;69,.}Jf ‘

' In an over-sgimplified listing of receipts
for administrative purposes during 1945 totalling
$45,557,847,30 (Chinese), the United States is credited
with $33,895,712,50 (Chinese).? A1l of this money re-
celved from the United States hes been in outright con-
tributions rather than in the form of loans, slthough in

» L * *® . ®

1. Chen Han-Seng, op. cit., p. 46,

2. Ante, pp. 19-21.

E. General Survey Fils # 1, Indusco, Inc.

L,  General Survey File # 8, Indusco, Inc.

5. Chen Han-8eng, op. cits, pp. 47, 4&. Note that on the
basis of the context, the total figures should prob-
ably read $47,557,647.30. ‘
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1942 & strong but unsuccessful attenpt was made to oh-
tain a United States government loan for the C.I.Sfl
de Other Snurces of Income.

Begides the 1cans‘and gifts recelived from
the government, banks, and yrom@tional bodisa, adminig-
trative revenue was supplied by interest from loans and
bank éagosits and by the geleg of commodities produced.

During 1945, the intsrest on the loans and
bank deposits totaled slightly more than $12,500,000 and
comprised more than 25 per cent of the total rea%ipts.g
The loans were made by the C.I.C. central and reglonal
offices to the individual socleties. The rate of inter-
est 1s not known.

Almost every tabulation of figures discove
ered by the writer includes monthly prcductlon flgures.
The latter give an indicstion of the output of the shops,
but since nelther the Xinds of articles nroduced nor the
Chinece market prices are cited, 1t is hard t@_gain 8

concrete plcture of thelr significance.

2+ Disghursements,

The problem of balgncimg the budget con-
tinually faced the C.I.C. The fact that the cooperstlves
were seldonm gelf-supporting causged the sver-nrasent con-

fllct between high expensges and low czpital. Often the

» @ L d * L4

*

1. Economics Plle 2; Indusco, I
2. Chen Han-Seng, op. cit., p. 47.

NCe
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socletles had to sacriflce economy in order %o carry on
at all. That 1g, being the bsggar, they could not be
the chooser, and often the creditors chowed no mercy.
Interest rates on short-term loans were exhorbitant, and
long-term loans were usually not aVailable.l

The matter of inflation was another strong
factor against which the cooperativesg had to struggle.g
Priceg soared go rgpidly that often the cost of new raw
material was higher than the price for which the finlghed
product had been go0ld. Small caplitals prevented the so-
cletlieg from buylng reserve su@pliea in advance, The
capltal of an average cooperative waes estimeted to be
about one-geventh of what 1t should have been to be ad-
equate,B

In the midst of these adverse conditions,
the strictly lbcal nature bf the socletles was one of

thelr chlef advantages. Both the raw materisls and a

“market for the finlghed products were usually near at

hand, so that transportation costs were at & minimunm.
In addition, the consolidation of the goclieties within
the federatlione helped to cut the purchase price of raw.

- Ed » « L] *

1. By the end of 1943, the average intersst rate was
28,2 per cent per year. General Survey File # &,
Indusco, Inc, k

2, In 1942, the rate of exchange was sbout $19.75 (Chi-
nese) to $1.00 (U.S.); in 1944, i1t was $150 to §1.00,
General Survey File # 12, Indusco, Inc.

3. General Survey Flle # 8, Indusco, Inc.



materlsls,

Table XI gives an 1des of the costs which

were sustelined by the Central Hesdquarters at Chungkihg

and later by the A.A.C.T.C.

The figures cover a perlod

of fifteen months and are in Chinesge National Currency.

The 1ltems are self-explanatory.

TABLE XI

PAYNENTS RECEIVED BY PROJECTS
JANUARY 1, 19%2 TO MARCH 21, 19&3‘

e e T T S

ndustrisl Experimentation
(New machines for coop~
eratives and develop-
ment of processes.)

Baillie 3chools _
(Salaries, equipment,
upkeep. )

Institute
(staff training, tech-
nical and organization-
al assistance.)

Members
(Individual coopevatives
and cocperative members,
welfare and promotion,
training of dissbled
soldiers. )

Development of New Coope-
eratives

Emergency Loans

$4,169,157.08

1,536,281.75

1,3%13,281.3%6

646,577.85

4, 458, 64
400,000.00

Total

$2,410,156.68

1. Finances File # 12, Indusco, Inc., adapted.
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The total budget approved by the Interna-
tional Committee for the period of July 1, 1943 to June
30, 1944 was $1,645,570. This included such costs as the
following: $31,%00 for estsblishing an iron and coke
plant; $25,000 for a new farm machine cooperative; and
$15,000 for establishing a new C.I.C. depot.l

Dividing the expenditures according to the
geographlcal regions, Chen Han-Seng indicates that dur-
ing 1945 the central A.A.C.I.C. office received almost
three-elilghths of the ftotal spent on the vague entity en-
titled “administraﬁiom."g This wasg more than the come-
bined sum invested in the Scuthwest and Southeast Reglons

during the gzame period.
H. Summary and Conclusion

In thisg chapter, 1t has been shown that
the Industrial Cocoperative program was undertaken for
the purpose of essing the economic difficultlies of the
war-refugee and of alidingz in the proper functioning of
China's prcducﬁion systen. The constitution under which
the local unlts were orgsanized was presented as the code
by which the gystem was to operate., The essentlal need
for a publiclty and educational program for presenting
the cooperative concept to the Chinese people was then

5 s o6 o o+ s

1. A HNation Rebullds. The 3tory of Chinecse Industrial
Cooperatives, p. 33.
2. Chen Han-Seng, op. cit., p. 47.



briefly discussed. Followlng this, the recrulting of the
lebor force was tasken up. Along with the tradesmen em-
rloyed, were disabled veterans and womsn, and the place
of these two groups was then touched up YOTLe It was shown
that, to manage &11 the gspects of the program from the
central adminigtrative and promotional coffices to the
caring for bsbiee while their motheres worked in the vil-
lege unit, a great corps of leedership personnel had to

be trained. Indlividual cooperators were glven training

Yol

n thelir specific filslds ag necessary. In sddltion to
thig, the Ballie Schools were presented as the long-range
training program among the youth for future leadercship.
The promotion of welfzare projects was next consldered as
en integrsl pert of the over-all program, Thls was fol-

lowed by a brief etudy of the firnancial system of the

movement, For supplementing the recel
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1y production of the soclieties, fTunds were shown 1o have
been procured from the government, the banks, and the
C.I.C. pramatignal agenciesgs., In conclusion, high interest
rates and crippling ir 1flation were shown to have heen

two of the major flnanclal liablilitiec.

With this cblective study completed, the

ol

PN

rnext chapter will seek to evaluante the Chinese Industri-

al Cooperatives.
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EVALUATION OF THE
CHINESE INDUSTRIAL CCOPERATIVE MOVEMENT



CHAPTER III

EVALUATION CF THE
CHINESE INDUSTRIAL COOPERATIVE HOVEMENT

A, Introduction

Thisg chapter will gset forth an evalua=—
tion of the Chinese Industriel Cooperatives. The histor-
lcal development of the movement as traced in Chapter I
and the various aspects of its program and policy as ob=-
Jectively set forth in Chapter IT will be the main bases
for this evaluatlion. The opinions of numerous authors will
be welghed also in meking this evaluation. Since the
sourceg used in the main heretofore have been those found
in the filles of Indusco, Inec., the possibility of their
being opinionated is not to be overlooked.

The procedure will be to discuss first
the elements of strength in the C.I.C. and then the ele-
ments of weakness and fallure., Within the 1lifetime of
the movement, Dboth elements have been in evidence as the
early phenomenal rise gave place to subsequent decay.
Lastly, a personal evaluation of the movement will De

iven,

0

Be The Elements of Strength

As 2 movement, the C.I.C. has passed 1itsg
peak and 1s 1in a considersbly weakened position today.

Yet, it has made some valuable contributions, and 1t isg
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these which shsall now be enumerated and discussed.

1. It Promoted Small-Scale Industry.

Cne of the features of the C.I.C. move-
ment which received widest commendation was the fact that
it operated within a small-scale, decentralized, indus-
trial framework in contrast to the Western factory gys-
tenm Which has egtablished its roots in most of the mzjor
Chinese citles. This is felt to be a strong factor in
its favor, because it is the typically Chinese way of op-
erating. It elliminated the forelgn element in style of
organization to an unobjectionable minimum; it filtted
into the Chinese soclal philogophy; and 1t was by far
the more practical system under the circumstances which
prevailed. Since there has been considerable contention,
however, on the relatlve merlts of the urban factory sys-
tem and the small, community-centered type of industry,
some conslderation will now be given to these points.

In the first plsce, the factory system
is definitely foreign to the old Chinese culture. Bring-
ing ‘it to China had some advantages, but it has al@ays
been considered an intruder. It 1g no doubt true that
the rural ereas sre over-crowded to such an extent that
the tiny, individual farm cannot support the farmer,'and
that, consequently, the opportunities for bettering his
condition are erased. Yet, the city factory does not

geem to be the best answer. The average Chinese ls not
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ready to forsske his familiar home comnunity for employ-
ment in a huge, impersonalized, city factory which is of-
ten operated by a forelgner, run according to foreign
rules and practices, and implemented with unfamiliar for-
e;gn machinery.

The factory is all very strange to the
Chinese mind, especially to the older minds who 4o not
have the youthful spirit of adventure. This is so for
a number of reasons. In China, the 1ndividﬁal is re~
placed by the group, whether that group is compriged of
the entire village, the nelighborhood, co-workers 1in a
particular trade, or the family circle., The last, though
the most ancient soclal unit, 1s gtill very influentlal
in China's soclety. Because of i1t, the young men are
often obliged to stay at home and support the elders and
keep the family circle unbroken. Moreover, the worth of
men ranks above the worth of either eduipmsnt or land in
Chinese philosophy. Consequently, the native worker re-
bels at the ides of becoming simply a cog in a huge fac~
tory. He does not have the sense of gecurity and satis-
faction in an urban factory that he would have in a
emall business in which he would have gt least paft own~
ership.

Finally, the matter of practlicality must
be consldered in discussing the merits of the factory.
Trangportation facilities do not warrant the building of

factorles in the interior of the country. The matter of



training farm yduths in factory methods hsae beenﬂfound
to be more costly than for city-bred youths., If the
rural areas are over-crowded in China, the slums of the
clty are not much of an advancement. The capital outlay
for establiching any extensive chain of factorles would
be tremendous. The farmers, being able to farm only a-
bout one half of the year, are often free to tske other
work during the remainder of the year; but large facto-
ries are not prone to hire such a spasmodic crew of la-
borers.

These geveral reassons for dlscouraging
the fectory system are at the same time reasons for pro-
moting the cooperatives. Thus, it seemg far more sult-
ablé to have the cooperative type of local, small-ghop
mgnufacturing than the centralized, big-scale type in
China., Thls is not to deny that in due course of time
China may experience industrial revolution. Nor should
the tradltional way of doing things be given uncondition-
2l priority over more modern methods. The point is that
in endeavoring to fulfill their initial sims, the organ-

izers were wise to have chosen fthe cooperative system.

2. It Promoted Democracy.

Perhaps the one feature which has re-
ceived more repested pralse from several of the Western
writers 1s the democratic nature of the cooperatives.

David Crockett Graham of the West China Bsptist Mission
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and a professor at the West China Unlion University is a
typlcal example. He says, "It is true also that indus-
trial cooperatives, which were started after the war be-
gan, have introduced democracy in production in a re-
mgrkable way,"l

The extent to which such a statement is
true can be ascertalined by noting the C.I.C. constitu-
tion, its administrative framework, the very nature of
cooperation, and a comparison of the C.I.C. with other
contemporary movements of the ssme sort.

As far as the constitution 1s concerned,
certainly the equality of voting power among the members,
regardless of the number of shares which are held or the
salary recseived is a noteworthy sign of democracy.2

lMoreover, the institution of the monthly
meeting as provided by the constitution permitted the
menmbers a voice in determining their society's policiles
and éfficers. The privilece of complaint and suggestlon
were further democratic oharacteristics.3

As to the manner or extent to which
these specified, theoretical requirements were carrled
out in practice, information was not found. The fact,
however, that the same constitution has been in effect

L » > » - »

1. David Crockett Gragham in Price, Frank: Wartilme
China as Seen by Westerners, p. 28.

2. Ante, p. 39.

3. Ante, pp. 39 and L2,



-67-

for more than eight years indicates that its merif has
not likely been reduced.

It is the democratic elements of equal vote
and self-determination which maske the ccoperative system
an adequate substitute for labor unions.

However, when one turns to the orgaenization
of the administrative staff, a somewhat differeht picture
1s toc be seen. Prior to the formation of the A.A.C.I.C.
in June 1943% there was no rezl democracy. OCne man had
supreme control in the Central Heasdouarters Office, and
there was no effective voice to curb him. Similarly, the
regionel headquarters and the depots had single chiefs.a
Thus, there were the posgible threats of policies being
laid down by & single individusl and of that individusl
being persuwaded by selfish pregsure groups. The probs-
bility of this latter was increased hy the presence of so
many government party nmembers on the pay roll. However,
it was to reduce thils danger that the A.A.C.I1.C. was
formed in 1943'3

The lone apology found for the rule-from—
the-top practice was that of J.3B. Tayler who worked psrt—
time for the C.I.C. According to him, it was not an un-

l. Ante, p. 17.

2. Though authentication is not avallable, 1t is be-
lieved that these were all appointed rather than elec~
ted positions.

3, Ante, pp.16 and 17.
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common practice in Chins for a promotional bedy ﬁo oper-
ate a system of cooperatives from above;l .

This practice is illustrated by the Commu-
nist attitude toward the cooperatives. In the Shensi-
Kansu-Ninghsla Border Reglon, the Communist government
was most solicitous of cooperstives as belng "a nucleus
of secondary self—gbvernment."e "The task of the coop-
eratives from now [39&%1 on 1s to organize all the people
into production.“3

Although 1t was advocated that all becone
coopersgtive members, 1t was far from being on a democrat—
lc basis. Instead of remaining small, sutonCmous socie-
tieg, the cooperatives were often combined into large uni-
fied industries, able to handle'complete manufacturing
preccesses. Though still cooperatives insofar as the mem—
bers subscribed sghares, they took on the appearasnce of
big industry with large membershipsg.

Such large unite required supervisory
staffs and the statement that "only the best persons in
every village [ﬁhould be allowed| to run the cooperativesgt

savors strongly of party politics.

With a strong emphasis on "Production
FPirst" the policy set forth in a pact drawn up at the

- - L J L 3 - *

1. History of C.I.C. File # 2, Indusco, Inc.
2, Border Region Fille # &, Indusco, Inc,

?. Berder Region File # 4, Indusco, Inc.

4, Ibid. :
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CcoPerative Conference in July 1944 was expressed thus:
"Operate by the People with the Help of the Government."l
This "help" wes more than mere financlal support. It was
at least intended to include the privilege of deciding
whether cooperatives were efficient, inefficient, unnec-
esgary, or a failure, and of supporting them accordingly.g
Thus, the Communists were not as democratic as they would
have had the people helleve.

In Free China, in the cooperatives them—
selves in contrast to the superstructure of promotion
and of the Communistsg'! policy, democracy was more in evi-
dence. The federations of cooperatives were to be 1in the
hands of the participating societies. Officers were e-
lected by them, and their functlion was to serve the needs
of the socleties.

In addition to the constitutional and ad-
minigtrative provisions for democracy within the C.I.C.,
the very nature of cooperation itsgelf ig a democratic

concept. Where there 1s resl cooperation, workers share

thelr wealth and Jobs., A spirit of give and take on a

level of equality is an essential for smooth-running co-
operatives. In order to foster this sharing attitude,
the soclety members were often instructed in the princi-

& » * L . .

1. Border Region File # 15, Indusco, Inc,
2. Border Region File # 48, Indusco, Inc.



ples of cooperation.

This leasds one to a comparlson between the
cooperative system and the alternative types of industri-
al organization. In contrast to the factorles wherein
the individual's personality and originglity are sup-
presgsed, as pointed cut in the preceding section, the co-

cperatives glive a certain freedom of self-expression

-which 1s in conformity with the Chinese conceptioh of the

dignity and worth of man. Labor unions are not needed
in a cooperative soclety.

At the other extreme, there ig the tradi-
tional type of ghop which may be either a part of an in-
dividual's residence where he works alone on his handi-
crafts, or a slightly lerger center where a master crafts—
man employs & corps of workers. Iﬁ contrast to this, the
cooperatives are progressive, both in their breaking a-
cross clannlish family circles and in the elimination of
the sad relationships which often existed between a mas-
ter craftsman and hls employees.

It can be sald, therefore, that democracy,
though absent in the adminlistrative work, was at least

potentially & strong polnt in the cooperatives.

%. It let the Problems of the Wer.
Not the least smong the selling polnts for
the cooperatives was their real contribution to the war

efforts This will now be touched upon from the vliew-
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point of the work done for and with refugees and the pro-
ductlon of much needed war materials.
a. The Provision for Refugee Employment.

It has already been pointed out that the

Ko}

rinciple aim of the C.I.C. wzs to rehabilitate the refu-
gees by providing them with employment.l The movement
began in the midst of a war and was to be geared to the
war-time sltuation. Although no bresk-down of Ffigures
into the classeg of people employed is available, it is
safe to say that a large portlon of the membership was
comprised of these dispossessed people. Paochi, Shensgi,
the village where the first society was organizedg and
which later became the heasdguarters for the Northwest
Reéion, was a refugee center locszted at the end of the
railroad line.

It was not the purpose of the orcsanigzers
to put these men into trades With’which they were un-
familiar. The soliciting of members was done on the key-

note of working together ("Gung Ho") in familiar trades

‘rather than on learning new trades. Farmers who were

re jected in the factorles because of the undue cost of

training, found thet they were welcome 1in the cooperatives.

The special interest taken in disabled veterans was a
ramification of meeting the refugee's problem.

- » - - . -

1. Ante, p. 36.
2 Ante, jo 8 5'
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Finglly, the poor refugees were gccommodated
by the low financial reculrement for membership in s local
cooperative. This was the payment of one share, wlith only
25 per cent of this required as a down payment and a year
1n‘which tc pay the balance., It isg clearly seen, there-
fore, that the refugee was not faced with an initiation fes
that was‘totally bevond his means, While one of the msin
- reasons for having thisg requirement was to screen from
membership those whe were not serlous in thelr intentions
and who sought to join‘ﬁhe gocleties gimply in order to
live at the expense of the other cooperstors, the gtipula~
ted sum Waé set this low so that those who were serioug-
minded could jolin. Thet 1s, the fee was set with the in-
abiiity of the new menber to pay in mind rather than in
an attempt to secure the full necessary capltal with which
to establish the unite

Thus, the C.I.C. provided refugees with
employment by making it their primary &ain, by establicgh-
ing cooperatives in the trades famlllar to the refugees,
and by mekinz the cost of membership nominal.

be The Provision of Necegsary War liaterials.

The contribution made tc the totel war ef-
fort was one of the grest merits of the C.I.C. organiza-
tion. Its work weas notable, not only in the emplovment
of refugees and displaced persons, but slsc in the manu=-
facturing of necesgsary war materisls. With the stringen~

cles of a war economy upon them, the socletles included
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in theirkproduction output 1tems which were either direct-
ly used by the armed forces or which indirectly contribu-
ted to the war effort by supplying the home front needs.

Yet, it must be sald, that this was not on
a strictly altrulstic basis as one might Dbe 1éd t0 be-
lieve from some of the statements pertaining theretc.l
The range of 1tems produced was predetermined by such ex-
ternal factors as the resources of the locality, the local
market demands and possibilities, ski1lle of the natives,
and the prospect of invasion or sir-rasid.

Another external factor influencing the kind
of 1tems produced deserves specilal mention. This was the
Central Government which in various offioial‘pronounoe—
ments promoted the cooperatives as particlpants in the
national war-time economy. One such declaration is found
in the "Three Year Plan for Wartime Reconstruction;’ a
manifesto adopted April 2, 1941 by the Kuomintang Central
Executive and Supervigory Committee,; and states: "Coop-
erative enterprises should be established and cooperative
brganization extended to expedite the progress of war-

ne

time soclilal economy. Although the C.I.C. socleties

comprised only a small percentage of the total number of
cooperatlives in the country,3 such proclamations are apt

- * - L] - »

1. Cf. Ante, p. 36, as an example.

2. Freyn, Hubert: Free China's New Deal, p. 246.

T Cf.uHo, F.L.: Rural Economic Reconstruction in China,
P. 41,
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to have caused the socleties to make sure thelr pfdducts
were essential.

That a notable,contributibn was made to the
production of war materisls, however, 1s not to be denied.
The greatest single contribution was the army blanket pro-
Ject which was undertaken and completed quite successfully
in spite of the handicaps in the way.l A large proportion
of the workers in the project were women who dié their
spinning in thelr homes and then brought the wool to lo-~
cal centers where 1t was made into the blahkets. The
management of such an enterprise called for the concerted
effort of the administration at a time when the coopera-
tives were expanding most rapidly. As concern was cen-
tered on this single enterprise, the over-all up-keep of
the organlization deteriorated. In fact, 1t is possible
that the all out effort to meet the government contracts
for army blankets proved to be almost fatal to the ex-
nansion mcvement of the C.I.C. The shortage of personnel
rather than of funds was the snare. (In4the absence of
any information tc the contrary it is assumed that the
army blanket program was a profitable undertaking.)

Nor is the work done in the guerrilla areas

to be overlooked. There, the cooperators supplied the

1. Ante, p. Ga
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camouflage paint, and all this under the most difficult

clrecumstances.

4, It Gave Eguality to Women.

The C.I.C.'s treatment of women was phenom—
enal when viewed sgalnst the backgfound of the Chinese
culture. For centuries, women have been held 1in-.a very
subserviént position in the Chinese home. Education and
independence have been denied themn. But fortunstely,
that situation isgs gradually.changing, and the C.I.C. has
not been slow in doing its part in dbringing about the
chénge. As women are glven employment in a village
shop which 1s respected and on egual standing with other
local shops, they gain that self-respect and confildence
which will eventually lead to thelr asssuming equality
with men. For those who are not fortunate enough to
have & college education and to hold responsible pogi-
tions in -such places as are beling opened to women 1in the
¢ity banks or government offices today, the cooperatives
offer a vgluable gstep toward freedom; The varlsty of
trades in which women could participate and the predomi-
nance of the textile industries esgtablished by the C.I.C.
indicate the possibility that the percentage of women
members could have been aqulite sizesble. Certainly, if
not in membership, at least among the employed workers,
the women pleyed no smell part.

The educational and medical centers connec-

ted with the C.I.C. units added further opportunities for



-76-

the once-suppressed womanhood.

-

5. It Provided a Welfare Program.

The welfare work of the C.T.C. consisting
of the hogpitals, clinics, nurseries, literacy classes,
and the like as cited abovel is unique for such a move-
ment. It indicates a genuine interest in the general
well-peing of the cooperators. 3But such asgpects of the
movement were few in number because the individuasl pro-
Jects were usually dependent upon the Central Administra-
tion's approvel and sllocation of funds if any great out-
lay of money was required. That 1s, thls aspect of the
program, While‘valuable and serving ite purpose in the
few localities which benefited from 1it, wes restricted by
shortage of fundg from developing inte what it might
otherwise have been. Usually the cooperatives had trou-
ble maintaining themgelves as businesas organizations so
that such extra features as welfare work were not even
considered. Then too, there was the addltionsl obstacle
of having to overcome the lethargy and indifference of a
people who were firmly entrenched in the traditions of
the past.

The fact that, in some cases where there
were welfare projects, they were made avaellable to the

entire community is commendable. This, no doubt, served

1. Ante, p. 50.
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to dispei some of the contempt and lack of confidence on

the part of the natives toward the cooperatives.

6. It Created Wide Sympathy for the Chinese Peasant.

The C.I.C. is unique among cooperative
movements in respect to the international recognition it
has recelved. A4 study of the ways in which this has been
brought ébout snd of 1ts evidences will help to evaluate
its importance.
| From ite very birth the C.I.C. movement had
the highesgt political backing. An enterprise which re-
celved such 1arge and repeated grants from the Centrsl
Government would naturally come to the notice of public
officlals as well as of the local populace in the midst
of which one of its units had been established. FNewspapers
and magazines, both Oriental and Westarn, carried feature
articles during the early auspiclous years of the move-
ment's history.1 George Hogg, former headmaster at the
Sandan Ballie School, wrote a book on the C.TI.C. entitled

I See & Yew Chins, and Rewl Alley's attempt to interest

Western techniciszns in the project, "China's Industrisl

Future", appeared in the Free World, August, 1944,

Svidences of the extent to which the enter-
prise had captured a focal spot in the. economic scene are
to be found in several books written both by Chinesge sand

. - - L] - *

1. Cf. Linebarger, Paul ¥.A., The China of Chiang Kal-
Shek, p. 223 footnote.
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Weaterners. Entire chapters in some cases were devoted

to a study of the movement. The Chins Hendbook 1937-10L3,

somewhat comparable to the World Almsnsec, gives several

pages of small print to a discussion of the movement.g

The international sympathy creszted on be-
half of the Chinese laborers is best measured by the con-
tributions made in personnel, supplies, and money.

Rewl Alley scknowledges specifically the fole~
lowing partles in zddition to the national pronotionsal
committees in England, New Zealand, and the United States:
UNRRA, the Women's Cooperative CGuild of Lonécon, the In-
ternational Rellef Committee, the Americsn Red Cross, the
Friends Service Unit, the China Relief Nigsion, the Cang-
dlan Rellief Committee, the Cocalminers of New Zealand, and

.

the C.I.0. of the United States.”

These are sufficlient to indlicate the variety
of groups which have congidered the C.I.C. o worthy pro-
Jects, People who have hed no interest in Christisn iige
giong or in China itself have given to thie humanitarian
cause. The list of names on the 3card of Directors and
the Advisory Board of the American Indusco, Inc.,v ghowg

who in general in the United States have eghown concern

Cf. Bibliography.

The corresponding article in the Chins Handoook 1937-
1945 was eppreciably shorter, showing the waning esg~
eem &t the later date reflected in thils later zccount.
Shanten Bailie School 19L&, p. iv.

Ante, p. 21,

(N
.

.

)
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in the enterprise.

7+« Additional Elements of Strength.

There are several miscellaneous items which
should be cited in giving full récognition to the commend-
able features of the C.I.C.

» Chief among thege 1s the untiring effort of
the few Westerners who have been the backbone of the move-
ment and who remain undaunted even today. Rewi Alley is
by far the foremost of these. His convictions on the
soundnegs of the ccoperative ides in Chinese economy have
remained conslstently strong. He belleves that though
an outgrowth of the war days, the C.I.C. is an enterprice
of permanent enduring qualiﬁy. Today, with the belief
that the education of an adequate leasdership personnel 1is
the surest gusrantee of the C.I.C.'s future success, he
is giving his entire effort to the Sandan Baille S8chool.

Other piloneers have been the Reverend R.O.
Hgll, H.H. Kung, George Hogg, and Miss Ida Pruitt. With-
out the inspiration and hsrd work of these leaders, the
movement would most assuredly have totally capltulated.

In addition to its leadership, another com-
mendable festure of the C.I.C. was the constitutional pro-
vislon for guaranteeing coveragge of the debts of the so-
cleties. This no doubt spared many bitter feelings on the
part of one-time creditors. It must be said, however, that

slthough nothing was found indicating thsat debts were not
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pald, the difficulty of the societies in establishing

credit for other than short-term losns may be a reflec—
tion on this as well as on the guick-rising inflation.

The fact that such a large percentage of the
administrztive and promotional personnel were Chinece 1is
not of too great merit, since foreigners were scarce and
Chinese ﬁere employed of necegsity.

However, that Chinese were glven on-the-job
training and some of the places of responsibility in the
organizaetion 1s certalinly meritorious. The training
which the Baille Schools offered 1g & contribution to
Chinese industry as a whole as well as to the C.TI.C.
Certainly, the latter, as & movement, hes had a great

influence on the Chinsse conception of cooperaticn.
C. The Elements of Weskness

Some of the commendable festures of the C.,
I.C. heving been conglidered, there are a number of weak—
nesses and causes for decay of the movement that should
be made clesr. They can be clagsified in terms of (1)
the underlying defects of morsl charszcter and (2) the
physical, organizstional defects which are apparent in

the structure of the project. A falir appralsal of the

factors contributing to each will now be attempted.

1. Underlying Defects of Morsl Character.

Notable among the things lacking in the
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C.I.C. progrem is Christisnity. Whatever the reason, the
rellglon of the West was at least effectively, if not
purposefully, eliminated. Conseguently, the benefits
were also lescking. This is sesn perticularly in the
realm of morale., The results will now be discussed.

Writing in the first person, and thereby
identifying himeelf as an affiliaste of the C.I.0., an
otherwlse unknown author, in a discerning article, holds
that "the dishonest motives for organizing societies"
were the first and basic rezson "why many of our socle-
ties collapsed and [foﬂ the corruption and derangement
of our existing societies."l Thig article ig enough to
indicate the genersl corruption found in many spots in
the C.I1.C. organization. Coming from a background in
which the master craftsman was his own employer, 1t was
difficult for the members to learn to give and take.
Com@etition and Jealousy were bound to exlist among fel-
low workmen. The elective menner of selecting offlcers
could cause friction in case of a divided vote.

Another way in whilch selfishnecs was all too
evident wes in the number of speculators among the mem—
vership ranks. They are sald to have been in the majori-
ty.g Rascels who were hoarders and others who did not
know the trade but Jolined the local society simply with

1. General Survey File # 2, Indusco, Inc.
2., Ibid.
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the hope of benefiting from the war-time profité were
far from scarce. Still othefs Joined the societies with
the exemptlon from government taxation as thelr chief
alm, there being a law granting exemption to members of
cooperatives.

The internal corruption was augmented by
the number 6f governnent workers who mansged to stay on
the C.I.C. administrative pay roll without maklng any
worth-while contributions tc the movement., The case of
the Tal Ying Chu and its corruption has already been
cited.l It wae so full of graft that ultimately there
was & general purge and the Central Headquarters was cone
verted into the entirely new entity, the A.A.C.T.C.

Such costly graft cannot be matched in Christlan enter-
prilses.

There were a number of factors which led to
thils graft and stealing. In some cases 1t wés, no doubt,
sheer pecverty which drove some to foul practices. For
guite a different group it would be the temptafion of
making license out of the new-found freedom granted. |
Lacking sensltive consclences, many men fell prey to the
lure of a soft job.

In reading the literature on the C.I.C 1t

was interesting to notice in many cacses, the political

1. Ante, p. 17.
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symﬁathles of the writers, This was particularly true
of the Chinese writers and especially of those in Com-
munlst~held territory, who, elther by choice or under
threat of censorship, could say nothing but the most com—
plimentary things about the locel government. Typical
of thisg is an extract from a letter written by a staff
member of the Yenan depot. "How our work here are getting
on good every day, because the Border Reglion government
helps us very much, especlally on experiences and some
other things too.“1 This ig disconcerting, though not
conclusive evidence sgainst the veracity and moral stam-
ina of the typlcal cooperators.

The organizers of the C.I.C. recognized the
depravity of the native Chinese znd th; problem which 1%
posed. Their solution was an external emolllent rather
than a cure. It was in the form of e 1ist of charscter
gualifications and habits which had to be met by sll
would-be members, As cited previously, these included
honesty, abstinence from onlum, drugs and gambling, and
zood character. 2 These are seen to be at once both lax
and stringent; depending upon the definitions given to
the terms and the honesty of those who passed Jjudgement.
Perhaps these restrictions would sppear %o be more vir-
tuous than they do if the prevalence of the vices ex—

- . » * L 4 »

1. Border Region File # 6, Indusco, Inc.
2. Ante, pp. 37 and 3&.
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cluded were more fully known. As it 1s, 1t seemé that,
granted the will to minimize the moral standards, the
gualifications for menmbership could be loosely interpre-
ted. This 1ig substantiated by the very existence of the
character problem inside the ranks.

This internal corruption was costly, and
had 1ts outward menifestations, as will be seen in the

following section.

2. Organizational Weaknesses.

Some of the orgsnizational weak points of
the C.I.C. will now be discussed. The influence of the
external factors, such as inflstion, is not to be mini-
mized, but these would not have had such an impact on
the movement 1f there had not been certaln egsentisls
lacking.

a. A Lack of Education;

There was first of gll the lack of neces~
sary education. Because the principles of democrscy were
not better understood, erroneous ideass played havoc 1in
the ranks. Dictatorisl lesders were to be found ag well
a8 a general imméture democratic consciousness among the
masseg of coopera‘cors.1 ‘000peration wes a new concept
to many, and until it was better understood, there could
not be the 1ideal cooperative. Even at the Baille School,

- » . . » -

1. General Survey File # 2, Indusco, Inc.
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where the boys had the most direct contact psssible with
Rewl Alley and others like him, the matter of learning to
live together with fellow students was the blggest un~
solved problem, according to Alley himSelf.l

Finally, there was the tremendous problem
of dealing with illiterates, for since literscy was not
a membership requirement, 1lliteracy wae to be encoun-
tered. Literacy or illiteracy could well have been’a
Givisgive factor by drawing a line of demarcation between
the "haves" and the "have-nots." The few society schools
established could not cope with the problem adequately.

b. A Lack of Leadership.

The second great‘drgahizational weakness
was in terms of leadership personnel., College grasduates
were sought at first becsuse of their supposed lesder-
ship and technicel abilities. However, they were found
tc be of the wrong type, often, insofar as they did not
understend the people of the rural hinterland where the
cooperatlives were located. In fzet, one of the strong
regsons in favor of the Basille School progrsm is the
fact that 1t seeks to train rural boys for the places
of leadership. But the efflcacy of this is largely lost
when so few of the graduates actually reach such posi-
tions.

As corruption in the gtaff was uncovered

£ » L d L 3 . »

1. Shantan Bailie School 194g, p. 37.
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and offenders dismissed, it was difficult to find re-
placements. As a result of the strong affiliation with
the Central CGovernment, party policy, rather than a mer-—
it system, often dictated the nlacement of applicants.
The fact that there were, whether of necegsity or not,
¢o many Westerners in the very chief positions was a
liability for a movement which sought to 1ldentify 1lteelf
with the people.

The way in which the movement spreazd so
rapidly in thé first three years proved to be & contri-
buting factor to its subsecuent disintegrztion. Being
spread over such a wide geographical expanse, the coop-
eratives reguired a large amount of duplication in the
reglonal headduarters that could have been reduée@ had
they been more concentrated. The extended ares also
added to transportation dosts of the travellng supervi-
SOrS.

c. The Lack of Funds.

The third lack of the C.I.C. organization
was that of funds. This was an increasingly crippling
factor and heae led to the gradual reduction of all pha-
ses of the work. As the adverse external circumstances
took their toll of sooietiés an& pro jects, the money for
replacing them wss not avallazble. In this connection,
there is first to be considered the poor use of the
funds that were avallable and then a statement regarding

the shortage, or non-existence, of funds.
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The management was 2t fault in its use of
funds in a number of instaences. The same wrlter who
pointed out the moral lack in the movement llsts the
ghortage of gocd, practical business-managling sblility as
one of the reasons for the break-down of the coopersatives.
According to him, the misuse of capital was one of the
evidences of guch moral poverty. Local socletles hsad
the weskness of making such a large initlal linvestment
for fixtures that the funds would be lacking for opersa-
ting cepital. Further, the lack of federaticons, and the
genersl poverty of the socletlieg required them to desl
directly with their creditors, often on an individusl
besls and often to thelr own dlssdvantage.

Another fault which lessened the econony
of the coonerative gocieties was the poor distribution
of work smong members, Inefficlency in productlon and
waste were sizeable, end conseguently the selling prices
were high.

Agsin, the adminigtrative offlice wag cullty
of gpending an excess of money in order to sustain an
unnecescsarily large staff. FProbably thils staff had been
increased to accommodate the anticlpated 30,000 soclietles
which were the initisl ainm of the wovenment. But from g1l
indications 1t was a great, unnecesssry cost. It 1s

* e s o v

1., General Survey File #2, Indusco, Inc. Cf. also ante,
De 810 )
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probable also that the situation was not corrected soon-
er because 1t was the government grsnts which were sup-
porting it for the most part. As long as they were forth—
coming, economy was not egsential. The staff would have
felt more responsibility for the success of the movement
1f they had been reculred to own shareg in some of the
societlies and had been held responsible in case of col-

1 the central A.A.C.I.C.

lapse. Ag has alresdy been shown
offices, much improved as their efficlency was, were
costing more than 25 per cent of the totel funds avail-
able for expansion even as late as 1945,

With the information available 1t is not
possible to say how much of the remainder of thils sum was
actually used for positive advancement and improvement
among the societies themselves.

The shortage of funds which has been such a
handicap for the movement especially in recent years was
due to many factors. The misuse of the avallable funds
as just listed was one reason for the shortage. lioreover,
poor workmanship--a result of 1lndifference--lgck of ad-
vertizing, and high prices--the result of the absence of
planned economy--gll contributed to a reduced number of
gales. In turn, capitsl was diminiched and bank loans
had to be obtained..2 With good credit being hard to ob-

» * L d - LJ »*

1. Ante, p. 59.
2. Finances File # 9, Indusco, Inc.
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tzin, the losns were usually for short periods only with
& consequent high rate of interest. This further dimin-
ished the net profits. Frank Gerard, an auditor of the
Americen Red Cross who had studled the G.I.C,.finances,
stated that they were ",..s considerable departure from
sound principles. The very high degree of dependence up-
on short-term borrowings and the general inadequacy of
subscribed capitael constitutes a highly unstable and ev-
1

In an attempt to meske membership in the co-—
operetives as appealing as possible and thereﬁy to more
readily attsin the gosl of 320,000 socleties, the constl-
tution had made the share capital subscription specifi-
cations too lenient. Wnile the number of socletles was
thus increased, they were being establisghed on weak foun-
dations. While the individual societles may have been
gble to issue meagre dividends to thelr members, the
amount contributed to the bulky central administration
through the local Industriesl Cooperative Fund2 was never
gsufficient to make the movement ag a whole self-gupport-
ing.

Added to these features of internal wesk-—
ness were the crushing external factors, chief of which
was the inflation. This not only made it difficult to

buy supplies at & price which conformed to the selling

1. Ibid,
2‘ Arlte, p. Lé'l.
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priée, but also caused a general confusion in the keep-
ing of records, with the result thst 1%t was difficult
to get a true picture of the seriousness of the organi-
zation's predicsment before it was too late. Thils was
complicated further by the geographic varlsbleness of
prices. A recent indicatlion of the serlousness of the
vinflatian problem is found in a letter from Rewl Alley,
written in June 1948.1 At that time egps were selling
for $5000 esch in Ssndan and $30,000 each in Lanchow,
Shengi. Even contributions received from sources out-
gide of China gteadily decreased in worth as the rate of
exchange mounted.

The cther main item which wag diszdvants-
geous 1n the abgsence of adedquate funds was the general
rural location of the societieg. Throughout its histo-
ry the C,I.C. has operasted chiefly in the remote interi-
or villages. Although good in many respects, thils has
been cosgtly, for lack of cheap transportation forced the
units to purchase thelr supplies in the local high msr-
ket where prices were not restricted by the competitive
factor of a large city. Here agsin the orgsasnization
would have been more stable if 1t had concentrated on a
smaller area of operation.

Thus, it 1s seen that the lack of money was

a vital factor and led to the decline of the C.I.C. The

L) » L - . [

1. "Eggs--$360,000 & Dozen." Indusco Bulletin, Vol. VIII,

Numbers 7, &, July, August, 194€, p. 3.



problems which it raised were manifold and forced many

cooperatives out of existence.

De Evaluation

With thege elements of strength and wesk-
ness clearly in mind, a final word can be gald sbout the
over-all worth of the C.I.C. movement.

On the whole, the movement was of poslitive
beneflt to China. 1In bringing a practical democracy in-
to the vocational 1ife of the small tradesman of Free
Chines in & manner not too foreign to hils way of think-
ing, the cooperatives did s most notable work. Although
they never resched proportions which made them of slg-
nificance to the vast multitudes of Chinese scattered
throughout thoussands of cities and villages, they did
makxe thelr impress on the communltiesg where they were
established. In helping to meet the war-time needs of
the peoplé, in the standing given to women and in the
seversl welfare projects undertsken, the cooperstives
brousht to the smsll, inland, and, therefore, often neg-
lected villesges a better way of living.

But this ray of licht was not without the
dark shadows of moral corruption and faulty organirzation.
Both of these reduced the votentlal gnod of the move~-
ment. Without discounting the effect of the devastating
inflation on the outside and the elements of good on the

inside, 1t can be sz2id that the results would have been
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much more gratifying snd permznent had the same invest-
ment been mede with the same objectives in nmind but with

the undergirding of & more sure foundation.
E. Summary and Concluslion

In this chapter, several of the merits and
demerits of the Chinese Industrlal Cooperatives have
been cilted in order to give a basis for better evalua-
tion of the movement.

The strong features of the movement were
first evaluasted with the reasons for such evaluatlon.

The first of the features thus considered was the small-
gscale-industry dimensions of the locel C.TI.C8. It was
pointed out that such industry 1s much more sultable to
the Chinese culture thesn the Western fsctory system.

The next feature discussed was the place of democracy in
the governing constitution, the administrative structure, .
the Communistic reglons, the very concept of cooperation,
snd the local units. One of the strong features of the
movement wss found to be the contribution made to the

war effort, both in providing emhloyment for refuzees

and in nelping to supply necessary war naterisls. The
ways in which the CeI.C. gave equallty to women and at-
tempted a well-rounded welfere program were next dlscussed
and evalusted. After sghowing how wide a sympathy for

the Chinese peasants had been created by the C.T.C., a

few migcellaneous items in which the C.I.C. was out~



standing were cited. These included the factors of a
devoted leadership, the coverage for debts provided for
by the constitution, and the large percentage of Chinese
nergonnel employed and tralned.

The second part of the chapter brought out
some of the weaknesses in the inner, mbral calliber of the
organization. These were followed Dby an evaluatlon of
the three main organizational deficlencles, they being
the lack of education, leadercghip, and finasncial backing
for the orgenlization.

In the final evaluatlon, it was concluded
that although defects in respect to moral corruption and
organization were not lacking, the cooperatives as a
whole were of definilte, postive benefit to China in

bringing in democratic concepts, in meeting the needs of

up the cooperative way of 1life and work to many.
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CEAPTER IV
THE SIGNTFICANCE OF THE

CHINESE INDUSTRIAL COCQPERAUVIVES
TO THE CHRISTIAN CHUHCH

A. Introduction

With the survey sand evsluation of the Chinese
industrial Cooperatives completed, this study will be car-
ried one step further in order to ascertain in Qhat weys
the movement can he of benefit tc the Christian Church
and in what ways the Christian Church csn aid the C.I.C.
Since both organizations are interested 1in serving the
Chinege village workman, 1t will be of interest to gee
how the work of one sunplements or -hinders the work of
the other in this commbn aim, Thug, the C.I.C. will be
dealt with chiefly on the local unit level rather than
on the nagtion-wide, administrative level.

In the absence of direct informatlion telling
of amctual contacts made between the two organizations,
this chapter will be founded on inferences made from the
preceding study.

Contributions which may be made by the C.I.C.
to the efforte of the Church will be cited first, as well
as some possible negative aspects of a relstionship be-
tween the two organizatlons. Then the contributions
which the church caen make to further the work of the C.

I.C. wlll Dbe reviewed. These should be suffilcient

-QE’-
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grbunds for evaluating the significance of the C;I‘C. to
the Christian Church.
Bs. The Possible Contributions of the C.I.C,
to the Church

The C.I.C., as 1t reéched into the more igo=-
lated viilages of Chins's hinterland, brought with it
both the good and the bad. Were a small church or mission
outstation to be located in one of these villages, it
would be spt to find the locgl ccoperative ghop & source
of both blessings and cursesg. The good features to be

found will be enumerated Tirst.

1. The C.I.C. as zn Agset to the Church.

The villsge church would find the locsl coop-
erative to be a place where g number of valuable cultural
and personal character traits were beling developed among
its members.

Among the advancements in the native culture
that might »e noticed would be the following.

Democracy, at least in the blue-print stage,
would be in existénce, thanks to the cooperative and lts
ideals. The members with their equality of voting power,
freedom to suggest and complalin, and self-government
would be learning, 1f only imperfectly, the fundamentsls
of freedom. A new sense of inter-dependence,as well sas
this lIndevendence, would be developing as the coopers—

tlve members learned that they were members of a group
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the welfare of which depended upon each member's doing
his part. Whereas, prior to the existence of a coopers-
tive there had been the strong, traditional family bonds,
the arrival of the cooperaiive had brough ébout & new
group loyalty. lien worked together as partners on the
same team rather than as master craftsman and creftsman,
A new light had come to the meaning of "the worth of the
individual.

In addition to these changes. in the philoso~-
phy and practices of the community, the locsl cooperatives
would also have helped to foster numerous personal char-
acter trailts, the development of which was most edvanta-
geous to the church. In the first place, the coonera—
tive members learned to cooperate. The competitive spir-
it was gradually replaced by the sharing spirit. Thus,
the local church hody would have a better chance of work-
ing as a team. With the privileges of democracy, the
cooperators had learnsed self-confidence and gelf-expreg-
gsion. The ocuallity of lay-lesdership in the church would
be strengthened if the layman had had his training in a
cooperative. There was also developed ss = by-product
of the cooperatives, a fseling of confidence in one's
fellow men. The.healthy sense of pride which a coopera-
tive member had in the products put out by his soclety
would give him, as a church member, s feeling of self-
regpect and polise. Tools were often crude, and the coop-

erators learned to know what 1t meant to work under



handicaps. Resourcefulness was consequently developed.
It would be natursel for the nationals at
least at first to hold the church in the same genersl eg-
teem ac they did the cooperative, since both were foreign
innovations. Thus, depending upon how good & reputsation
the cooperativé had, the new church would be Judged ac-
cordingliy. Unfortunately, the cocperativeg were not al-

ways praliseworthye.

2e The C.TI.C. as a Liabllity to the Church.

Some of the features of the cooperatives which
causged them to be held in ill-repute will now be congld-
ered slong with other fsasctors that would meke them a
detriment to the furtherance of Christ's kingdom.

The corruption within the genersl structure
of the C.I.C. was one of the reasons why townspeople
would/point the finger of scorn at the cooperatives., The
reputation of the local soclety might even be in Jeopardy
for this reasson. Unfortunately, it was often true thst
members were also found guilty of etealing, hosarding,
and dighonegty. The feeling of iﬂdifferencé on the part
of some c¢f the members toward the success of the soclety
led to slipshod workmanship. Meny factors, some of them
avoldable, often'conspifed together to cause the sale
price of the cooperative products to be higher than that
of their competitors. Such high prices and inferilor
goods was another reszson why the good will of the commun-

ity was lost. Boycctting naturally reculted, and before
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long the cooperative would not be paying dividenés on 1lts
shares. Depending upon how well informed ths nationals
were regarding the C.I.C.'s peaet record, there would be
the fear of possible insolvency in the local soclety, eg-
veclslly in the more recent years, when go many of the
socletiee have capitulated. If the Church were to be~
come ldentified wilth such an organization, such items
muat needs be welghed heavily.

moreover, there was the poesibility of Jeal-
ousies vetween membereg becoming stronger than the willing-
ness to cooperate. If the cooperative gorew to such di-
meﬁsions that it threatened to monopolize the entire
labor force of the town, as was the csse in Communlet-
held territory, the Christian pastor would find additlon-
al problems arising in his congregation.

Finally, the absence of Christianlity in the
over-all program of the C.I.C. 1lg not to be overlooked.
From all indications, the C.I.C. was not at sll inter-
ested 1in fostering Ohristianiﬁy per ge. In the Ballle
Schoolsg, Bunday was Just another aay of the week. A
Buddhlst temple was &% least frecuented by the boye of
the Bandan school 1f 1t was not right on the campus 1it-
Sélf.l Notwithstanding all of the misslonary educators
who served 1in administrating the C.I.C. program, no in-
dication was discovered of any work having‘been done ei~-

s e s e s w

L. Spantan Bailie School 194&, p.35-
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ther officially or incidentally in the spirituai realm.
(In judging the C.I.C. in this way, it mus%
pbe renenbered that there wag sonme Justification for»the
lack of religious emphasis. The C.I.C. was never intend-
ed to be a Christiasn migsion program. Hor did the close
connection with the Central Government permit it. Per—
sonnel were hired on their technicsal qualifications, pre-
sumably, not on the basis of their theology. However,
in estimsting the movemant's significance to the Church,
this factor must be taken into consideration.)
| Thus, the C.I.C. 1s seen to be both an asset
and & 1liabllity to the Church. After a brief discussion
of the contributions which the Christisn Church has to
offer the C.I.C., an attenpt will e made to determine
whether the assets or the liabllities are in the pre-
ponderance and what this means to the Church,
C. The Pogsible ContriSu%igns of the Church to the
The Christian Church cen offer both material
and spiritual aid to the C.I.0. No doubt the latter or-
ganization could put %o good use Christlian churches and
schools in which to conduct theilr educational and train-
ing work, and thereby expand that phase of thelr progrem.
From the very early days of the C.I.C.'s history, there
have been nissionary lesaders who have served in officisl

positions. The movement would profit ilmmensely 1f a
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vast army of Christian laymen were svallable for dilstri-
butlon throughout the existing societies, consecrated to
the task of putting their Christianlty into practice.

But it is in the sgpiritual realm that the
Church can make 1ts unigue contribution to the C.I.C.
Without this,.the material contributions of the Chris—
tlan movenment sre of l1ittle worth to any beneficiary.
For this resson, money 1s not to be included among the
posaible contributions of the Christian Church to the
C.I.C0. The indigenous church ig not able to glve help
financislly. Further, the mere glving of money has not
helped and will not help to improve the moral caliber of
the C.I.C, which is its baslc lack.

Cne of the ways in which the Church can glve
spiritual help to the C.I.C. 1s in the counseling of
malad justed cooperators. Further, in the time of finan-
clel crisis, when the worker seesg his savings vanleh as
his place of employment is shut down because of lack of
funds, a man needs spiritual help which an organization
such as the C.I.C. cannot provide, but which the Church
isg fully able to provide.

The spifitual element which the Church can
offer the C.I.C. is the sole cure for the great, under—
lying ailment which has cost the movement such grief,
Apparently 1t hss been overlooked by the missionariles
who have glven of thelr time and substance to thne C.I.C.

Until the men wno mzke up tne rank and file of both tue
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administrative gtaff and the producing societies have

been regenerated by the power of Chrlst, one cannot be
sure of their moral integrity. The substitutes for it
such as education in democracy and cooperation, or nore
stringent stendards of charscter for membership have

proven themselves unable to produce the cure. Christi-
anity as 1t changes lives of men will engender in them
firm loyalty, honesty, and true cooperation, and give

them convictions to replace their rule of expediency.

De Summary and Conclusion

Basically, the C.I.C. has been a soclal move~-
ment which seeks to bring to the Chinese peasant a pro-
gram for establishling his financis) independence. The
Church has offered a nlan of personal redemption, The
one 1lg centered on the material needs of 1life; the other
on the spiritual needs., The cooperatives mske no at-
tempt to dictate or provide in the spiritual realm; while
the Church hes taken steps toward meking provislons in
the msterial realm. The C.JI.C. has kept from invelving
the Church in its program; the Church has sought to a
linited degree to sdopt the cooperative system within
its fremework. The C.I.C. offers group fellowship a-
round a mutual form of livelihood; %the Church offers a
mutual fellowship as children of Jod. The C.I.C. offers

present economic security dependent upon members working
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together; the Church offers eternal security depéndent

on faith in a Divine Naster. In the C.I.C,, membership
is granted upon recommendation plus payment of & fTee;

tne Church grants membership upon recommendatlion and pay-
ment of no fee. The C.I.C. depends upon the practice

of cooperation; the Church sows the seed from which co-
operation can develop,

From this seriles of ststements, one gains a
picture of the supplementary relationship existing be-
tween the local unite of the Chinese Industrisl Coop-
eratives and the Christian Church.

Ide=zlly, the two should be sble to co-exist
and add. to the work of each other. While it 1s not re-
commended that the Church become & financisl supporter
of the movement, 1{ does seem feageible that the local
cooperative be given the encouragement of the local
parish.

If the society is deficient in Christlan
ethics, 1t offers a challenge to the Christians be-
longing to 1t as a place for epplying their religion.

7 The Chinese Industrial Cooperatives appesars
to have no inherent features which are objectionable,
even to the hich standards of Christienity. Its grest

weaknesses have been those present even in the Church,

- namely, the frallty of its clientele and lack of ade-

guate support. However, it lacks the one essential

which the Church can provide., For the Church has the



~1 0l

means for changing that frailty into strength 1if the

Church uses the power put at its disposal by 1ts Lord.
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GENERAL SUMIARY AND CONCLUBSION

The purpoge of this thesls hss bsen to study
the Chinese Industriel Cooperativesg in an effort to ses
their possible relationship and sigznificasnce to the
Christian Church.

Chepter I sought to give an historical study
of the cooperatives, The movement had ite Dirth in the
gpring of 1938, within nine months of the beginning of
the lengthy Sino~-Japsnese War. Nr. Rewl Alley of HNew
Zealand soon became the motivating dynamic who spurred
the enterprise on from thet day until the pregent. Or-
canlzational facilitlieg were established and the support
of the Central Government was asssured by the work of Dr.
HeH: Kung.

The first cooperative wse establisghed in the
Northwestern section of Chins. Subsecuently, the move-
ment wag orgenized throughout the msjor part of China,
around seven regilonal offlces and a central headduarfterss

A gtudy of the maenner of operatlon of this
administration and of the two promotional agencles which
were establlished then followed.

A serleg of tables weg presented to give an
indication of thé magnitude of the movement in terms of
membershlp, monthly production, and vaeriety of indusiries
at successlve dates. Some gleanings of recent data con-

cluded the chsapter. Together, they indicated a genersl

~106~
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expansion and growth up %o 1941, with many varieties of
industry developed by the various cooperatives organized.
After that time, the movement hag dwindled in numbers
and today operates on a much curtasiled program.

Chapter II enumerated several of the notable
features of the C.I.C. movement as found in the state-
ment of purpose of the organization and the constitution
under which the lcocal societies operated. A study of the
manner in which a labor force was procured through the
enlisting of the help of women and disabled soldlers
followed. The three-fold training program, aimed at
the individual cooperators, the leadership personnel, and
the development of future leaders through the Ballie
Schools was next dilscussed. The welfare work carried
on by the C.I.C. was also seen to be a significant fea-
ture of the orgsnization's program. The sources of in-
come and the way in which funds were distributed were the
final 1tems touched upon in the chapter.

With the information gained from the studiles
made in the first two chapters, an evaluatlon of the
C.I.C. was made in Chapter III. This attempted to point
out the main elements of strength and weakness in the
organization. The fact that the cooperatives set forth
to industrialize'China by promoting the small shops in-
stead of large Tactories was one of the strongest fesatures
of the movement. Democracy as the very fiber of coop-

eration was seen to exist in a large degree in the coop-
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erative socleties themselves, though in the administr&-
tive part of the movement, its presence was not so no-
ticeable,

Tne way in which the C.I.C. helped to relieve
the war-time problems of refugee unemployment and short-
age of eseentlal materlasls is commendsble, as is also
the way in which women were given ecuallty with men.

The welfare work, though smsll, was seen to be notewor-—
thy.

The major weaknesges of the C.I.C. were geen
to be in deficlencies in the moral caliber of its mem—
bers and in esome faulty orgsenizaetional factors.

As a whole, the movement has been an agency
which made pogitive contributions to the Chinese labor-
ers, hbut wihich never attained 1ts full potentislities
pecause of the deficlencles cited sbove,

Chapter IV was concerned with reaching an
evaluation of the Chinese Industrisl Cooperatives specif-
ically in terms of their relation to the Christian Church.
It was found that the C.I.C. has been both an asset and
a llability to the Church, but thet the points of 1ts
weakness were those for which the Church had the only
adecuate angwer.

Thué, this study has presented reason for
believing that the Chinese Industriel Cooperatlves nerit
the interest and limited support of the Christlian Church.

Since the movement lacks g positive Christian message
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it is not worthy of great expenditures of money. But
insofar as the individusl, local cooperative 1s & quite
ideal place for putting Chrietianity into practice, 1t

is deserving of the promotion of the Christian Churche
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