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A STUDY OF 
THE CHINESE INDUSTRIAL COOPERATIVES 

WITH AN EVALUATIO.'\f OF' IH SIG·NH"'ICArJCE 
TO TP~ CT:IRISTIAN CHURCH 

INTRODUCTION 

A. The Problem Stated and Delimited 

The National Association of Manufacturers 

defines the term "cooperativen thus: 

11 A 'cooperative' is a form of business enterprise 
that enables a group of individuals, pa.rtnerships, 
or corporations, to combine together for the pur
pose of producing or buying or selling a comnodity 
or service.ul 

Although the first such unit was begun in 

England n·bout a century ago, China did not come to have 

coopl"lratives until subsequent to w·orld War I. In the 

intervening years, ~he cooperative societies have become 

widespread and significant in the economic life of Chi-

na. 

A study of all the various types of coop-

eratives would be too large a task to undertake here. 

Consequently, this study will concern itself 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 im

plications of this for the Christian Church in China. 

• • • • • • 

1. The National Association of Manufacturers. Quoted 
in Landis, Benson Y.: Manual on the Church and Co
operatives, p. 52. 
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This study ivill be simplified by the fact 

that the individual cooperatives, instead of having 

sprung up independently and of their own accord_, were 

instituted by and organized under a central unifying and 

promotional a~ency, known as the "Chinese Industrial Co-

operatives, 11 and commonly referred to as the "C. I. C. n 

It is, therefore, with the C.I.a. that this study will 

deal, particularly in its relation to the ChristiEm en-

terprise. 

B. The Significance of the Problem 

Such a movement, as well as the cooperatives 

in general, merits, it is felt, the inteJligent underst&.nd-

ing of progressive Christian leaders today. At a special 

meeting held in Ma.rch 194-6, the It'ederal Council of the 

Churches of Christ in America made the following cteclara-

tion: 

"All Christians recognize the higher ethical value 
inherent in the cooperative as over against the com
petitive motive and. that as cooperation is empha
sized and competition subordinated we a.pproach more 
nearly to the teachings of Jesus. 11 1 

The C.I.C., initiated by Westerners, with 

the support of the Centra.l Government of China for aiding 

in the program of reconstruction bee;un during the recent 

Sino-Japanese War, is un:tque: among the Chinese coopera-

• • • • • • 

1. The Federal Council of the Churches of Christ in 
America. Quoted in Lanais, Benson Y.: Manual on the 
Church and Cooperatives, p. 50. 
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tive enterprises. Moreover, it is truly notable among 

cooperatives in genera.l by virtue of the international 

scope of its present support. 

In vieiv of this, a case study of this par

ticul~r cooperative enterprise seems justified. 

C. Sources of Data 

Sources of data will inc!ude both published 

and unpublished materials. rrhe former include both books 

and articles ~ritten by both Chinese and Western authors. 

The unpublished sources will be drawn upon 

heavily, insofar as many of them are primary sources. 

Through the courtesy of Il!liss EliZc3.beth Selsbee, access 

has been gained to the files of Indusco, Inc. at its New 
1 

York heao_c;uarte rs. 'l'he se repo si torie s contain an ~is sort-

ment of typewritten reports, letters, news items, and pub-

lici ty releases--all of 1.\l'h:ich deal 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 is 

filed. Both authors an~ dates are lacking for a number 

of the paper·s, and there is no uniformity in form of the 

titles. 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 list the references by their file numbers for the 

sake of simplicity. A brief description of each will be 

given, however. 

Indusco, Inc., besides issuing the "Indusco 

Bulletin 11 periodically, also has available to the public 

in mimeographed form certain other source materials, which 

will also be used. 

Finally, interviews with Miss Elizabeth 

Selsbee, Indusco's publicity chairman, have been a source 

of information .. 

D. Method of Procedure 

To gain an unclerstancling of the imr)ortance 

of the Chinese Industrial Cooperatives, a survey of their 

history, including their origin, growth, and present dis

tribution will be made. To this w111 be added an analy

sis 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, it is hoped, will lead 

to a more detailed eva.luation of the possible contribu

tions of the c.I.C. to the advancement of the Christian 

cause in China today and of ways in which the Church can 

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

i:x 
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A STUDY OF 
THE CHINESE INDUSTRIAL COOPERATIVES 

WITH Alt EVALUATION OF THEIR SIG~IFICANCE 
TO THE CHRISTIAN CHURCH 

CHAPTER I 

THE HISTORICAL BACKGROUND AND DEVELOPMENT 
OF THE 

CHINESE INDUSTRIAL COOPERATIVE MOVEMENT 

A. Introduction 

The organization known as the Chinese Industri

al Cooperatives can truly be considered 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 means of real relief, in contrast to 

temporary relief, to thousands of refugees. The movement 

began with an idea and spread through the untiring efforts 

ot one individual, Rewi Alley, and the prestige and influ .... 

ence of another, Dr. H.H. Kung. The story of its phenome

nal growth from such a small beginning to something of 

considerable size reads like fiction. 

This chapter will be concerned with the statis

tical history of the C.I,C. from the beginning to as near 

the present time as the available information permits. The 

steps leading to the formation of the first cooperative 

societies will be reviewed first. Following this, there 

will be a survey of the early days of the cooperative move

ment in the various provinces, arranged by the regions into 

which they were grouped for their supervisory work. Then 
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will follow a brief description of the administrative and 

promotional agencies of the C.I.a. A series of tables 

showing the movement's progress will conclude the chapter. 

B. 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 modern industry had been seized 
1 or demolished by the Japanese. Most of this was located, 

at the time, in Shanghai, where 5~525 factories and 16,g51 

workshops were destroyed or se1zed. 2 By April 193S there 

were only 130,000 industrial workers left in this city 

which before the war employed about 6oo,ooo.3 Fifty mil-
4 

lion refugees left the coastal cities and began their 

long march toward the interior. There they hoped to find 

relief and sustenance. But unless they could find employ

ment there was little hope for them in a region which was 

already overcrowded. 

Mrs. Edgar Snow is credited with being the first 

to suggest the idea of setting up industrial cooperatives 

as a means for helping China replace her heavy industrial 

losses. Her idea struck fire with Rewi Alley, a New Zea

lander, who was at that time Factory Inspector for the 

1. 

• • • • • • 
Price, Frank w.: Wartime China as Seen by Westerners, 
P• 193• 
Ibid. 
Chen Han-Seng: Gung HoJ p.ll. 
A Nation Rebuilds, The Story of Chinese Industrial 
Cooperatives, P• 3· 
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Shanghai Municipal Council. 

"Excited by Rewi Alley's plan, a group of ~leven 
persons met on March 19 and April 3, 193g, in Shang
hai. They constituted themselves a Preparatory Com
mittee for

1
the Promotion of Industrial Cooperatives 

in China." 

Some of the members of this group were: "Hsu Sing-Loh, a 

banker and one of China's great men of social vision ••• 

Frank Lem, an 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 spite of efforts made to preserve secrecy, Hsu Sing-Loh, 

the committee'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, sought the support of the League of 
4 

Nations, but failed in this impractical endeavor. 

Sir Archibald Clark-Kerr, who was then British 

Ambassador to China was responsible for obtaining the 

first loan. His appeal was to none other than Generalis" 

simo and Madame Chiang Kai-Shek. Madame Chiang called 

• • • • • • • 
1. Chen Han-Seng, op.oit., P• 13. 
2. A Nation Rebuilds. The Story of Chinese Industrial 

Cooperatives, p.4. ?.• Chen Han-Seng, op.cit., p. 13,14. 
!.!-. Ibid. 
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H.H. Kung to join in these conferences, and the Ambassa-

dor's mission was a success. H.H. Kung, who was then 

Minister of Finance and also Vice-President of the Ex

ecutive Yuan, secured a loan of $5,000,000 ($500,000 

United States currency) and became chairman of the board 

of directors of the Chinese Industr~al Cooperative Asso~ 
. 1 

elation which was established August 5, 193S, in Hankow. 

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, chief engineer and head of the 

technical department. 2 The full-time services of Rewi 

Alley were also secured. 

Altogether, there were five functional depart

ments in this early organization at Hankow. These were: 

General, for secretarial and administrative functions; 

Financial, for administering funds for the individual 

cooperatives and the headquarter's offices; Organization, 

for planning and inaugurating new societies; Technical, 

for improving manufacturing techniques; and, Accounting, 

an independent auditing agency.3 

• • • • • • 
1. Ibid. 
2. Ibid., P• 15. 
3• Of. Linebarger, Paul M.A., The China of Chiang Ka1-

Shek, P• 224. 
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Thus the idea which had such a modest beginning 

was ready to be put into action within five months of its 

conception. 

The first actus.l industrial cooperative was set 

up in the refugee center of Paoch1, in Shensi Province. 

Lu Kuan~Mien 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 promise of 

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 room, and with that, the first coopera

tive was begun. 1 Alley arrived on August 23, and C.F.Wu, 

another member of the original committee and an engineer, 

came soon afterwards.2 

Here in Paochi the movement soon became popular. 

Posters appeared with such slogans as "Resist and Recon

struct", "Produce for Victory", and "Work Together." 

"The public was told that since the coast cities 
of China had been occupied by Japanese invaders, the 
back provinces must now become China's new industrial 
bases, and that of all forms of industrial organization 
the cooperatives were the most desirable. 11 3 

Within a week, two other cooperatives had been 

established. One of them had twelve members and made 

• • • • • • 
1. A Nation Rebuilds. The Story of Chinese Industrial 

Cooperatives, P• 5, 6. 
2. Chen Han-Seng, op. cit., p.l6. 
3· Ibid. 
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soap and candles. Prosperity came so quickly to them that 

within two months one-fourth of the $2000 (Chinese curren

cy) loan had been repaid. 1 The number of applicants soon 

grew to be more than the organizing staff and ava.ilable 

capital could accomodate, and waiting lists resulted. 

c. The Geographic Spread of the Cooperatives 

December 193g through December 1939 marks a 

period of rapid growth in the number of cooperatives es

tablished. Speed. was the keynote, and during that year 
2 

more than a thousand cooperatives were organized. These 

were scattered throughout China, and were divided geograph~ 

ically into five regions. These will be discussed indi

v_idually below. 

1. The Northwest Region. 

As first organized, the Northwest Region was 

comprised of the provinces of Shensi, Hupeh, Honan, Shansi, 

and Kansu.3 With the first cooperative society having been 

started at Paochi, it was natural that Shensi province 

should witness the most rapid spread of the infant move

ment and that Paochi be made the headquarters for the re-

gion. 

• • • • • • 

Ibid., P• 17. 
See Table IV, below. 
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 Nin~ 
hsia and Chinghai were included in the Northwest Region. 
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Another important depot in Shensi was that es

tablished at Yenan in April 1939. This is in Communist-

held territory and, consequently, information concerning 

it has not al;¥ays been forthcoming. Yet it is apparent 

that the Yenan Border Region has been one of the strong

·est cooperative areas in China. This is because the gov-
1 

ernment has been sympathetic toward. the movement. With-

in nine months, fifteen cooperatives had been established 

with more than two hundred members. 2 The table below 

gives more recent data. 

TABLE I 

GR0~7TH OF THE SOUTH DISTRICT COOPERATIVE IN YENAN, 
SHENSI-KANSU-NINGHSIA BORDER REGION3 

Period 

9/40 -8/41 

9/41-12/42 

1/43-12/43 

1/44-12/44 

1/45 -7/45 

8/45-12/45 

1/46-12/46 

Number of 
Members 

l,OlS 

1,112 

2,564 

2,750 

2,94S 

4, 304 

2,910 

* Border Region Currency 

Number of 
Shares 

244,715 

2,520,000 

6,394~733 

45,100,000 

552,450,000 

536,467,553 

277,4S6,960 

• • • • • • 

Value per 
Share 

* 1.00 

20.00 

1 

20.00 

II 

II 

It 

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

2. Chen Han-Seng, op. cit., p. 37• 
3· Border Region File # 4o, Indusco, Inc. 
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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. 

Membership in these totaled ~,30g.1 The movement spread 

this rapidly in the Northwest for three major reasons: 2 

{1) There was the support of the Chinese government at 

Hankow. The prestige which Madame Chiang and H.H. Kung 

gave to the movement aided in getting this support. (2) 

There had been a 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~Mien, the headquarters director at Paochi, by his 

diplomacy and persuasion was a tremendous asset in allay

tng suspicion of influential conservative groups. 

It was in the Northwest Region that the famous 

blanket project took place a few months later. Being a 

project of which the c. r.c. is particularly proud. and which 

temporarily curtailed the geographic expansion efforts of 

the organization, it merits a brief description at this 

point. 

With the purpose of reducing the number of 

deaths in the army resulting from the severe cold, Rewi 

Alley, encouraged by Madame Chiang, 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 

• • • • • • 
1. Chen Han-Seng, op.cit., p. 19. 
2. Ibid., P• 20. 
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army. The needed $1,200,000 (Chinese currency) was ad-
1 

vanced, and 4oo,ooo blankets ordered. 

This was a big task for such a young and ill

equipped organization. All efforts were bent toward meet

ing the contract. Old ... fashioned United States looms were 

streamlined, and 7,500 new spinning wheels were turned 
2 out by the c.r.c. machine shop. 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

icaps. The prestige gained for the C.I.C. by this en-

terpriae was tremendous. 

2. The Southwest Region. 

\Vhile the cooperative movement in the Northwest 

Region had gotten off to such a reme.rkable start, it was 

not so successful in other regions. Bureaucratic inter

ference and the inability of c.r.c. leaders in getting 

along with local officials resulted in a less phenomenal 

beginning in other areaa.3 

Frank Lem was the one to establish the South

western headquarters on September 12, 193S, in Shaoyang, 
14-

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

1. Ibid., P• 21. 
2. Ibid. 
'"%. Ibid.' p.22. 
z!. Ibid. 

• • • • • • 
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match factory, but this was demolished by Japanese bombs 

within a year, at which time it had three hundred and sev-

en members. A tooth-brush factory and a medical cotton 

factory were also set up, the latter producing two hun

dred pounds of cotton daily and supplying the Hunan Red 

Cross with all 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). 1 The government Construe-

tion Bureau promoted the C.I.C. in preference to big, im

movable industry because of the constant air-raid threat. 2 

Kwangsi was the other province in this C.I.a. re

gion, and December 1941 saw fifty-seven cooperatives in 

this province where there had been only six in 1939. No-

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

tanning cooperatives in Liuohow.3 

4 
3• The Southeast Region. 

The Southeast Region consisted. of Kiangsi, K''lang-

tung, and Fukien provinces. In Kanhsien, Kiangsu, where 

Rewi Alley established the headquarters for the South

east Region of C.I.a., there was strong opposition in the 

form of suspicion and pressure on the part of the land-

• • • • • • 
1. Ibid. 
2. Freyn, Hubert: Free China's New Deal, p.203. 
3.. Chen Han-Seng, op •. cit., P• 23. 
~ The information concerning· the Southeast Region is tak

en exclusively from Chen Han-Seng, op.cit., PP• 23-25. 
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lords who had not forgotten the civil war of 1927-1936 in 

that region. However, with the cooperation of the pro

vincial government, Alley succeeded in getting established 

in October 193g in this city. By July of the next year, 

only nine months later, there were one hundred and thirty

two cooperatives in Kiangsi province. Thirty-nine of 

these were sewing and weaving cooperatives. 

In adjacent Kwangtung province, the city of Can

ton was enough of an advanced industrial center to dis

courage cooperatives in it. But in the interior parts of 

that coastal province, forty-two cooperatives and four 

depots had been established by November 1939• The trades 

represented included paper-making, limestone-cutting, pulP" 

beating, tobacco-leaf-curing, and carpentry. 

Li~ewise, in Fukien province, the towns furthest 

removed from the coastal cities occupied by the Japanese 

were the best centers for cooperatives. The machine shop 

in Changting was a valuable and outstanding example. In 

1939, twenty cooperatives were in the province, and in 

194Q, twenty more were established. Thus, in the three 

provinces there were over two .hundred cooperatives by 

November 1939, just thirteen months after Alley arrived. 

4. The Yun-Kwei and Chuan-Kong Regions. 

These two regions were located in the rear zone 

of China, far behind the fighting line of the war. YunH 

Kwei embraced Yunnan and Kweichow provinces, and Chuon

Kong included Szechwan and Sikong. The C.I.C. headquar-
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ters of the former were at Kunming, Yunnan, and those of 

the latter at Chungking, Szechwan.1 These were the last 

of the initial five regional offices established in the 

early period. Cooperatives were begun in both regions in 

January 1939. 2 

John B. Foster of the Peiping office of the Unit

ed States Information Service was instrumental in start-

ing a number of the cooperatives in Tali, Yunnan. With

in four months there were about thirty cooperatives in 

this province, and by December 19~1, one hundred and fif

ty-eight existed.3 

At the same time (April 1939), there were about 

one hundred cooperatives in Szechwan, twenty-one of which 
4 were in the city of Chengtu. The membership of the lat-

ter totaled two hundred and. twenty-four. E.R. La.pwood 

and Lewis S.C. Smythe, both m:tss:tonary-educators at the 

local university, had much to do with the early organiz

ing of these cooperatives. A year later (April 19~0), 

the depot at Chengtu had fifty-one cooperatives associ

ated with it with about five hundred members and one hun

dred and ninety-eight apprentices. 5 By May of 1940, 

there were four hundred and fifty societies in Szechwan, 

but by the end of 1941, only two hundred and forty-seven 

. . . .... 
1. Pruitt, Ida: "Six Years of Indusco". Reprint from 

Far Eastern Survey, February 28, 1945, p.l. 
2. Chen Han-Seng, op.cit., p. 26$ 
3·. Ibid., PP• 26, 27. 
4- Ibid .. , P• 26. 
5• Ibid,. P• 28. 
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5· IJ.1he Che-Wan and Ching-Yu Regions. 

rrhe Che-Wan and Ching-Yu ions comprised the 

C.I.C. enterprises ln the Japanese-occupied zone of China 

where there was much guerrilla 
'-' 

• They were 

in 1940.~ The former, known so as the Southern Front 

ion, included the provinces of Cheki Anhwei, 

while the le.tter, the Northern l!.,ront ion, was made 

of Shansi, , Chahar, Hopei, Shantung, and 

the Yenan Borcl.er gion.3 

Not more than ten cooperatives were organized in 

Chekiang.fu 9arly 1942 before they were all destroyed in 
4 the Japanese offensive the.t summer. The depot at Tunchi, 

Anhwei, was the most isolat of all the C.I.C. depots 

during the war, tmd much of its ra1';r materials had to be 

smuggled through the Japanese lines, all with great diffi

oulty.5 Not until the spring of 1944 were cooperatives 

begun in northern Kiangsu.6 They became a part of the 

Southern Front Region at tha"G time. 

The Northern Front Region has en communist-

controlled territory for some time. In 1945, Yenan was 

• • • • • • 

1. Ibid. 
2. History of C.I.C. File , Indusco, Inc. 
3· Chen Han- , op. cit., p. 29. Cf. so Table III, 

below. 
4. Chen Han-Seng, op. cit., p. 29. 
5· Ibid., P• 31· 
6. Ibid., p. 29. 
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the largest among five districts in this territory and 
1 

had nearly one-half of the total membership. The coop-

eratives in this region are difft>rent from the other C.I. 

C. units, insofar as they have combined single societies 
'::> 

into coordinated district organizations.'- This accounts 

for the large membership fip.:ures for the single coopera

ti.ve cited in Table I, page eight, above. 

D. The AdminiBtrative and Promotional Agencies 

1. The Administrative Agencies. 

Formally, the C.I.C. Headquarters was sponsored 

by the Executive Yuan of the national government as a 

social organization. With Dr. H.B. Kung as chairman of 

the C.I.a. Association3 as well as Vice-President of the 

Yuan, the new enterprise enjoyed the favor of that in

fluential government body. 

For the actual supervision of the rapidly in• 

creasing number of cooperatives, working headquarters were 

established a.t Chungking, Szechwan, with a secretary-

general and associate secretary-8enera.l in charge. These 

in turn assisted the work of the several distributing de

pots and individual loca~l cooperatives. Thus the man who 

joined an indigenous cooperative in his home town, while 

., . . . . . 
1. Border Refzion File # 9, Indusco, Inc. 
2. For fuller discussion of the Communist policy in this 

rer~ion, see Chapter III, pp .. 68 and 69. 
3· Ante, p. 5• 
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being one of the determiners of his own prosper in 

democratic cooperation with his fellow-workmen, was ruled 

by a nation-wide organization. 

However, this system had its weaknesses. For 

some time the central office of the C.I.a. was infected 

with politicB.l partisans who burdened the pay roll while 

not having the interests of the societies' members at 

heart. Moreover, poor communication and transportation 

facilities prevented the central office from being of the 

optimum usefulness to the individual societies. A number 

of attempts were made to correct these situations. 

In order to overcome the obstacle of distance be

tween headquarters and the local soc1..eties, the coopera

tives were urged to join with neighboring units in a fed

eration of societies. This was an efficiency measure, for 

through the joint treasury of the federation, members 

could market their goods and obtain raw materials to bet

ter advantage than through the small isolated societies 

individually. The regional depots integrated the adminis

trative aspects, while the federations, or unions, helped 

to meet the productive and marketing problems. Eventually, 

the federations were intended to replace the subsidized 

depot system by adding strength to the individual socie

ties. They were also to be organized into a national 

federation so that the powers of the central headquarters 

would be reduced to a minimum. The number of federations 
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reported re thirty-three by the end of 19421 but 

dropped to twenty-six three years er, 2 and the 

national federation has remained an unrealized • 

Another measure n the es ishm.ent 

Chungking and. the individual societles we"s the initi ion 

f' " 0_ a SUDS tary agency known as the Tai Chu. Its 

funct.ton was to serve as an advisor to mane.gement in the 

problems of marketing and sup~Jly. However, greed, graft, 

and. speculation in this organ caused it to be a costly 

experiment. cooperatives :i.tulated because of its 

poor mane.gement, 1::cnd in 19l-l-3 .t t •lms abol is he d .• 3 

The Tai Ying Chu's faults led to an inve2t ion 

in 1942 by two Americans, Dr. 1"1. Mackenzie Stevens and 
4 

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

Their recommendations were accepted, and the entire C4I.C. 

admlnlstrat:Lve organization was drastically changed. On 

June 3, 1943, the Association for the Advancement of 

Chinese Inclustrial Cooperatives5 was formed to take over 

1. 

. . . . . . 
China Handbook 1937-1943, p. 459, Table 38. 
of 73 federations found on p. 16 of A ion 
The Story of Chtnese Industrial Coopera:Grves 
nitely fri error, probably typograpnrcal. 
See Table VI, below. 
Chen Han-Seng, op. cit., PP• 45, 1~6. 
Pruitt, Ida, loc. cit. 

The figure 
Rebuilds, 
is defi-

In accordance with the usage of the various sources 
consulted, this will hereafter be referred to as the 
A.A. C. I. C. 
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the work of the central offices at Chungking. 

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 atte~pt to dispose of the surplus of useless 

government employees which had burdened the pay roll 

prev1ously. 2 However, although many were relieved of 

their duties, this purge was never thoroughly accomplished. 

Another reform involved the replacement of the 

secretary-general by a three-man National Coordinating 

Committee. The three members were Chinese and had equal 

voice in all decisions. An assisting Standing Committee 

and a Board of Directors, of which Madame Chiang was llon

orary chairman,3 were also formed. 4 

Insofar as the movement was already waning by 

this time (June 1943), the seven Regional Headquarters 

were reduced to three Regional Coordinating Committees, 

each of which supervised only two provinces.5 In 1945 

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

1. 
2. 

~: 

6. 

• • • • • • 
Pruitt, Ida, op. cit., p.2. 
The staff totaled 700 in 1940, according to a state
ment made by Dr. Kung, cited by Linebarger, op. cit., 
p. 226. 
General Survey File # 9, Indusco, Inc. 
A NAtion Rebuilds. The Story of Chinese Industrial 
Cooperatives, p. 18. 
The newly formed Northwest Region was comprised of 
Shensi and Kansu; the Southwest included Szechwan and 
Yunnan; and the Southeast included Kiangsi and Kwan~ 
tung. According to Miss Elizabeth Selebee of the In
dusco office, these regional divisions were abolished 
in 1946, and at present, the A.A.C.I.C. office is in 
Shanghai. 
A Nation Rebuilds. The Story of Chinese Industrial 
Cooperatives, p. 47. 
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administrative staff in Chungking and the regional offi

ces. Since the monthly wage of a staff member equaled 
1 

$600,000 per month 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 1m-

provement over its predecessor. It was a promotional en-

tity and offered technical, statistical, and financial 

help to the cooperatives2. The work of other promotional 

agencies will now be considered. 

2. The Promotional Agencies. 

In a war-torn, poverty~stricken society blasted 

through with an ever more acute inflation and all of its 

attendant evils, the monetary wherewithal for establish-

ing and carrying on a movement such as this was the ever

present need. Frequently, loans had to be advanced to 

societies for capital investments, and often those soci

eties which started out without financial support from 

the committee came seeking funds when one of the adverse 

circumstgnces just mentioned. overtook them. A promotionH 

al program was consequently a necessity. 

a. The International Committee. 

For this purpose, the International Committee 

for Chinese Ind.ustrial Cooperatives Productive Relief 

Fund was formed by the Right Reverend R.O. Hall on July 

. .. .. . . . 
1. Ibid .. , P• 46. 
2. Ibid., P• lg. 
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21, 1939 in Hong Kong, where he is the Anglic13.n Bishop. 1 

There were twenty-three members, including nine Chinese. 2 

This committee seeks to solicit funds for the C.I.a. on an 

international scale and distributes them to worthy socie

ties without the poli ti.cal bias found in the Chungking 

headquarters.. The officers include Bishop Hall, Chairman; 

Miss Talitha Gerlach of the National Committee of the Y.W. 

C.A., Vice-Chairman; Mr. Theodore Herman of U.N.R.R.A •• 

Acting Treasurer; Mr. Rewi Alley, Field Secret~ry; Mr. 

Peter Townsend, Executive Secretary; and Miss Ida Pruitt, 

Field Secretary.3 Chinese leaders and Westerners represen

ting other internationally-known organizations are also 

members. 

b. The American Committee. 

Alongwith the International Committee, a number 

of national promotional agencies have been organized through-

out the world in such countries as the United s, Eng-

land, the Philippines, and Australia.. The United States 

agency, organized in 1939 by Miss Ida Pruitt, is called 

"Indusco, Inc., American Committee in Aid of Chinese Indus

trial Cooperatives." Its offices are at 425 Fourth Avenue, 

New York City. 

The office staff, headed by Miss Ida Pruitt, Field 

• • • • • • 
Chen Han•Seng, op. cit., p.4o. 
General Survey Bu~letin # 12; Indusco, Inc. 
Indusco Bulletin, Vol. VII, No. 9-10, Sept., Oct., 
1947 J p. 1. 3· 
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Director, and Miss Elizabeth Selsbee, Publicity Chairman, 

solicits fund.s and seeks to promote the cause of the c. I. 

C. The funds received are sent to the International Com--

mittee for d1stribution. 1 Their use may be designated 

by Indueco. Indusco is cooperating with United Service to 

China, to which it petitions for an appropriation of funds 

on the behalf of C.I.C. The four-page Indusco Bulletin 

is currently published quarterly. Lack of fun~s has cur

tailed its former monthly publication. 2 

The twenty-two-member Board of Directors of In-

dusco meets monthly to determine policy and financial ques

t1ons.3 Indusco, Inc. has an advisory board of slightly 

more than one hundred members4 of which Robert M. Field 

is president. Karl T. Compton and Robert A. Millikan are 

among the seven technical consultants. Rewi Alley is the 

China representative for Indusco in China. 

1. 

2. 

• • • • • • 
By December 31, 1946, about $),600,000 (u.s. currency) 
had been sent to China by Indueco. Cf. Chen Han-Seng, 
op. cit., PP• 1+6, 47. · 
The most recent promotional innovation devised is the 
formation of Gung Ho Guilds in the various United 
States cities. The only one reported to date is in 
Washington, D.C., organized November 5, 191tg. Cf. In
dusco Bulletin, Vol. VIII, No.9, Autumn 194g, P• 2. 
The present Indusco letterhead lists the following a
mong the Board of Directors: Ma~•ell s. Stewart, Chai~ 
man; Rev. Dwight J. Bradley, Vice-Chairman; Charles 
s. Gardner, Treasurer; Rev. William H. Melish, Walter 
F~utenstrauch, Laurence Salisbury, and Edgar Snow. 
A few of the significant names among these are: Mrs. 
Hugo Black, Senator Ralph o. Brewster, J. Henry Car
penter, Rt. Rev. H.W. Hobson, Philip Jaffe, Msgr. L.G. 
Ligutti Mrs. Paul v. McNutt, Philip Murray, Stephen 
Raushen~ush, Mrs. Francis B. Sayre, Michael Straight, 
Betty Gram Swing, Deems Taylor, Jerry Voorhis, and Ray 
Lyman Wilbut. 
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E. Statistics of the History of 

the Movement 

With the survey of the beginnings of the C.I.C. 

movem~nt in the various provinces and its supporting or

ganizations completed, a study of the growth of the move

ment over a span of years is in order. This will involve 

statistical tables for the most part. 

In gathering these statistics, a number of prob

lems arose, and these will be dealt with first. These 

will be followed by the statistica.l tables themselves and 

a brief inter~retation of them. More recent supplementa

ry material will conclude the section. 

1. Problems. 

The original gathering of data from the far-flung 

extremities of such a nation-wide organization suffered as 

a result of the war's disruptions. Moreover, definitions, 

methods of dating, and lines of demarcation between groupe 

are found to vary among different sources. This mnkes the 

compounding of two or more sources impractical. No one 

source has been able to supply all of the figures desired. 

Even Indusco, Inc. has not attempted an over-all compila

tion of the data since issuing the figures found in Tables 

III, IV, and VII1 below. Consequently, the tables may 

appear to be quite unrelated. However, they will serve 

• • • • • • 

1. Post., pp. 26 1 27, and 30. 
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to give ~n appreciation of the various trends in the life-

time of the C.I.a. 

As for intP-rpreting the financial figures in the 

tables, one must keep in mind the variable inflation of 

the period. The influence of this inflation cannot be 

over-emphasized for, perhaps, more than any other single 

external factor, it accounts for the great number of deaths 

among the cooperative societies. Table II, below, gives 

some indication of the terrific rise in prices from 1936 

TABLE II 

'WHOLESALE PRICE INDICES AT THE THREE MAJOR CENTERS 
W'HERE THE COOPERATIV}i:S UNDER THE CHUNGKING C. I. C. WERE 
CONCENTRATED.l 

Year Chungking Sian Kweilin 

193§ 100 100 100 

1937 102 169 100 

1938 139 231 127 

1939 24o 357 216 

1940 654 536 43g 

1941 16SS 16S1 1003 

1942 5030 5502 317S 

1943 17360 2S437 10l+S9 

• • • • • • 

1. Chen Han-Seng, op. cit., P• 1.;.2. 
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to 1943 .. 1 Such inflation makes it difficult to interpret 

the money values in the tables. In some instances the 

rapid changes in money values have prevented computations 

altogether. 

With these considerations in mind, there is no 

attempt here to defend the absolute completeness or the 

clar1.ty of presentation of the data. They are merely the 

best available to the author's knowledge. 

2. Statistics. 

I It will be seen from Table IV that the peak as 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

far as the number of existing societies is concerned was 

around June of 1941. Subsequently, consolidation or li-

quidation of numerous societies reduced. that number. But 

while numbers fell, increased efficiency and economy 

helped to maintain monthly productton temporarily. 

The variety of ind.ustries in which cooperatives 

were established waB great. By early 1940 there were one 
2 hundred. and fourteen types of cooperatives.. As seen 

from Tables VII and VIII, the spinning and weaving of tex

tiles has been the most common. Chemical industries, in

cluding soap and dye works, ranked second. 

. . . . . -
1. 11 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.s. to $7,500 (Chinese)." Chen Han
Sang, op. cit., p. 14, footnote. 

2. News Release. The China Information Committee, July 
15, 1940, cited by Paul M.A. Linebarger, op. cit., 
p. 227· 
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The 11 Share Capital" listed in some of the tables 

ts the amount which the individual members pledge to 

their local societies. 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 REPRESENTE£ IN c .. I.c. 

DECEMBER 31, 19~3 

Type o:f Number of Per cent Number Per cent 
Industry Societies of Total Members of Total 

Spinning 589 46.23 9,398 51~. 38 
and 

Weaving 

C.hemica.l 256 20.09 3,272 18.94 

All 429 33-68 At, 611 26.68 
Others 

Total 1,274 100.00 17,281 100.00 

3· Supplementary Data. 

The 1947 status of the cooperatives is given 

in a report released by the International Committee ut its 

annual meeting in September of thHt year. 

"Forty-one cooperatives have been added to the more 
than 300 already in central, northwest and south Chi
na. A number of other cooperatives have been reor
ganized or revived in areas that suffered destruction 
in Japanese attacks. Approximately 700 more coopera
tives are operating in north China.. 11 2 

The 1948 figures3 list 316 cooperatives in 

• • • • • • 

General Survey File # 8, Indusco, Inc. 
11 International Committee Meets in Shanghai. 11 Indusco 
Bulletin, Vol. VII, Numbers 9, 10, September, October 
1947. Note that the statement given in the present 
tense regarding the scope of the C.I.C. and found on 
p. 511 of the World. Almanac and Boc 1

: of Facts for 19~g 
is found identically in at least ftw~ vious annual 
issues of that publicatton. 
This and the remaining information in this section is 
adapted from a table in Sha.ntan Bailie School 194g, 
p. 46. 
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existence in twelve provinces. There were fourteen feder

ations, not more than three of which were in any one of the 

provinces. The greatest local concentration of societies 

is at Liki , Yunnan, where thirty-seven are loca.ted. 

Shensi, Yunnan, and Szechwan hfwe a total of 175· Four

teen of the :fifteen silk-weaving cooperatives are at Chen~ 

sing, Honan, and more than half of the nineteen leather

goods shops are at Likiang. 

The types of industries included represented 

more than eighteen general fields. These were,!n the or

der of their popularity, cotton textiles, paper making, 

tailoring, woolen textiles, leather goods, agricultural 

processing, silk weaving, leather tanning, machine tooling, 

metal works, furniture and printing. 

It is thus seen that the movement as a whole 

has decreased in its scope. 

F. Summary and Conclusion 

This chapter has presented an h:t~torlcal re

view of the Chinese Industrial Cooperative movement. From 

the account given of the early beginnings of the coopera

tives, it can be seen that they enjoyed great success in 

their geographical expansion. This called for the organ

iz:Jng of administrative and promotional agencies, and the 

history a.nd nature of these organizat:lons have been dis

cussed. Finally, a series of tables has ~een presented to 

show the progressive rise and fall of the movement. The 
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194g data revealed the enterprise as being considerably 

curtailed in comparison to its p~ak, reached in 1941. 
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CHINESE INDUSTRIAL COOPERATIVE PROGRAM 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

CHAPTER II 

OUTSTANDING FEATURES OF THE 
CHINESE INDUSTR!Pl COOPERATI\~ PROGRAM 

A. Introductlon 

As the number of participating units in the 

Chinese Industrial Coopere.tives incree.sed, the deta.ils of 

management were developed in an effort to cope with the 

problems which arose. Whereas Chapter I dealt with the 

quantitative aspects of the movement, chronologically ar

ranged, Chapter II will be concerned with some of the 

noteworthy qualitative features of the enterprise. 

An objective stucty will be made of the aims 

which the system was to attain, the constitution under 

which the societies \'lere operated, and the techniques em-

ployed in the procuring and training of personnel. The 

welfare work which was instituted and, finally, the meth~ 

ods of financing the entire program will be set forth. 

This study of the strategy used will aid in 

better evaluating the movement as a whole in Chapter !II. 

B. The Organizing Aims of the C.I.C. 

.P..gainst the background of a Chinese culture 

in which the people are accustomed to doing things to

gether in small groups and of a Chinese economy which was 

decentralized and. cellular and in the process of carry

ing on a war, it is easily seen how the idea of starting 

-3~ 
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small industrial cooperatives was conceived and motivated 

Although the original proposals of the first 

6roup of organizers have not been procurable, there are 

subsequent statements of purpose to found in the 

IDdusco filAs. The following, dat January 21, 1942, is 

quoted in full: 

11 The principal aim of the Chinese Industrial Coop
ere_t1 ves is the rehabilitation of China,' s dispossessed 
workers and refugees by providing them with permanent 
means of livelihood in C.I.a. workshops and thus, by 
the utilization of the country's vast resources in 
man-pow·er and raw materials enable Chine. 1 s means of 
production to function for the benefit of the Chinese 
people. 

11 Derivati ve aims are: to help rebuild and moclern
ize China's backward economy; help adjust workers' 
skills to the changing conditions of industrial 
revolution; provide the Chinese people with essential, 
everyday consumer neeo.s; support the materiAl and 
medical needs of the army; and rehabilitate disabled 
soldiers, widows and war-orphans. 11 1 

Thus it is seen that the principal purpose 

for forming the C.I.a. was to help bring relief to s war

ravB_ged popule,tion. It \?{as on the basis of this fundamen ... 

tal humanitarian ideal that the movement gained such wide 

support from the government from the very start. 

The C.I.C. was to be nation-wide, keyed. to the 

needs and_ facilities of the village communities, open to 

both men and women of all religions. 

For accomplishing this purpoRe a network of 

• • • • • • 
1. History of C.I.C. File # 3, Indusco, Inc. 
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307000 cooperative societies throughout the country was 
1 envisioned. The country was divided into three zones, 

corresponding to the front, middle, and rear military 

zones and the cooperatives in each were to adapter!. to 

conditions which prevailed. Those in the rear zone 

could afford to be of the more imrnobile ,_ heavy-industry 

type, while those in the front zone were necessarily of a 

portable nature such as could. be moved if a hasty evacua-

tion required it. 

C. The Constitution Governing the C.I.C., Societies 

The items which follow are the noteworthy 

points of the "Model Constitution for Chinese Industrial 

Cooperative Societies, Revised July 7th, 191+0 11 issued by 

the Indusco Office in New York. All direct quotations 

are taken from that document, the article numbers being 

indicated. beside the caption of each section. The consti

tution is still in effect. 

1. Membershtp Qualifications. Article 7• 

To beoome a member in a cooperative, a person 

had to be a locel resid.ent, honest, of good chs.racter, and 

at least t~enty years of age. (Junior membership began 

at eighteen years of age.) He was not to be an opium amok-

• • • • • • 
1. History of C.I.C. File # l, Ino.usco, Inc. Less than 

10 per cent of this ambitious goal was ever actually 
realized. Cf. Table IV, ante, p. 27. 
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er, drug addict, or gambler. Bankruptcy, loss of civil 

rights, and membershj:;> in another C.I.C .. society also 

barred one from membership. 

2. Membership Admission e.nd Termination. Articles 9, 10, 

11, and 13. 

A would-be •member had to be lntroduced s.nd 

guaranteed by two nembers of the society and had to have 

the approval of a ma.,,ori ty of both the Board of Directors 

and the General Meeting. It was then necessary that he 

subscribe at least one share, making a down payment of 25 

per cent, and paying the balance within a year. Until this 

was paid, he could not vote. No single member could sub

scribe more than 20 per cent of the total share capital of 

the society. 

Members were free to resign at the end of any 

fiscal year if notic~ had been served two months previous.

ly. Loss of membership resulted as soon as one of the 

qualifica.tiona (Sect ion 1, above) was lacking or when a 

member ceased to hold at least one sh~re of capital. A 

member could be expelled by vote a.t the General Meeting if 

guilty of "uncooperative conduct or conduct detrimental to 
1 the interests of the Society." 

3· Transfer and Redemption of Shares. Articles 12, 14-, 

and 15. 

Transfer of shares bet'i'll'een members Yfas subject 

• • * • • • 

1. Article 13~ Section 1. 
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to the Directors' approval. Shares couJd not be used for 

payment of or surety for debts owed the Society. Payment 

of shares to a resigning member or to the proper executors 

in case of insanity, death, or bankruptcy was to be with

in a year of the severing of membership. 

The value of the she.res redeemed was deter-

mined by the Directors in light of the prevtnus year's s-

perity,, but in no case could this exceed the value at the 

time of subscription. 

4. General eting. Articles 19 and 20. 

The General Meeting of the Society was to be 

held annuHlly and. upon the call of either the Board of Di ... 

rectors or the Boerd of Supervisors. Twen:ty per cent of 

the members was sufficient for requesting the Directors to 

call a meeting. The Board of Directors could demand atten

dance if a 51 per cent quorum should be lacking. For dis

solution of the society and for amalgamR.tion with another 

society, a three-fourths vote was requjrecl. Each member 

had only one .vote, irrespective of the number of shares 

held. Directors and Supervisors were elected at the Gen

eral Meeting. The lattP.r determined all salaries. 

5· The BoRrd of Directors and the Board of Supervisors. 

Articles 21, 22, , ~nd 33· 

The Directors met monthly and elected a chair

man, secretary, and treasurer, annually. They were empow

ered to appoint a general manager for the Society who was 
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responsible to them. They d.iache.rged th~ administrRtive 

business of the Society and di~misged or su nded e11 

workers in the Soc ty. 

The Boaro. of Supervisors met monthly, alone, 

and quarterly, with the Directors. Its chief duty was to 

keep a check on the Board of Directors and to annually 

audit the financial record of' the Society .• 

6. Binding Agreement. Article 2g. 

Every member at the time of joining to 

agree 11 through the Society all s manufactured 

wholly or partly by him on the Society's premises or with 

materials or equipment suppJied by the Society" 

as othe ee agreed upon by the ciety .. 

7• Division of Surplus. Article 29. 

The rate of depreciation, determined by the 

Boe.rd of Directors could never be 1ess than 20 per cent 

on ipment and. 10 per cent on buildings. Accumulated 

losses were brought forward from the ceeding year. A 

Share Transfer Fund wae to be maintained for covering re

demption of terminating shares. Dividends were paid on 

paid-up shares at the local current long-term interest 

rate, provided that this did not 10 r cent per 

annum. 

Any remAJ. was the net surplus and. was to 

be di t : at least 20 percent was for the Gen-

eral Reserve Fund; at least 10 per cent WRs for a Common 
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Good Fund to be di sed of as the C~neral Meeting desig-

nated; 10 per cent was for the payment of. federation di

rectors and staffs; 10 per cent was for shares in a local 

Industrial Cooperative Fund inistered join.tly by the 

local federation Emd the local c. I. C. office. The remain

.tng 50 per cent was to be divided among the members and 

non-member workers in proportion to their yearly wages 

with the possible reservation that two-fifths of the amount 

due any member could be retained by the Society. This was 

be credited to his paid-up share account. This policy 

was to continue until 50 per cent of the Society's total 

capital existed in paid-up shares of members. 

g. Handling of Loss. Articles 5, 30, 31, and 1. 

In case there was a net loss rather than a 

surplus, outstancling obligations were to be met at all 

costs. No she.re dividends were to be paid. The loss was 

to be covered by drawi.ng upon the following resources in 

the order listed. (a) The Share Transfer Fund. No mini

mum balance in this fund we.s required in such an emergen

cy. (b) The General Reserve Fund. This was used only for 

such occasions. (c) The Paid-Up Share Capital Account. 

Members could be required to pay up unpaid balances on 

subscribed shnres proportional to the balance due. (d) 

The Guaranteed Liability of the several s 

to meet the loss. Each me r had to assume a liability 

for the debts of the society to non-members proportional 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

to the number of shares he held. This was to be binding 

for t1YO years A.fter his membersh1.p had been rminated. 

For this reason, the cooperatives were officially known as 

the G-uaranteed Liability Industrial Cooperative Societies .. 

9. Complaints, Suggestions,and Dismissals. Article 33• 

Members and employees who had complaints or 

suggestions were to submit them to the Manager or Board 

of Directors. 

Suspensions or dismissals of employees, in

cluding both members and non-members, were voted upon by 

the Board of Directors, and their dec:t sion 'vas final. 

D. The Procuring of Labor 

In China, with its ~60,000,000 , one 

would expect to find no shortage of laborePs in the Soci

eties, especially when the war had demolished so many fac

tories and had thereby increased unemployment. This was 

generally the case, and the C.I.C. organizers, after once 

making themselves known in a community, usue.lly had more 

applicants than they could accommodate. 

To help the towns-people grasp the concept of 

working together, a program of publicity usually preceded 

the formation of a cooperative. After formRtion, the 

members were further educated in cooperative ideals and 

theory by means of evening classes a.nd the monthly meet

ings of the ciety. 
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The C.I.C. was under no obligation to estab

li~h a fixed number of cooperatives in a particular town. 

That is, the cooperatiYes were me.CI.e to fit the skills, 

resourcea of the locs.l community rather than 

the populace having to be conscripted for work in a huge 

new industrial plant that forced itself upon the corr~unity. 

A minimum of seven members seriously desirous of institut-

ing a. icular cooperative was the primary requirement 

for the esta"b11shment of e. unit. 

The majority of the employef!s were tradesmen 

or those wishing to learn a trade. However, t'vo signifi

cant additional sources of labor were the dise.bled war 

veterans and women. 

1. Disabled Soldiers as a Labor Source. 

The C.I.C. addres itself to the task of 

aiding the woanded soldiers as one expression of its re

lief work. At the same time, the soldiers supplied a 

labor t for certain types of industry. Disabled men 

often found. their homes der.nol:tshed upon their return from 

the fighting nt, and they were consequently forced to 

migrate. Employment was to find in a strange locali-

ty, especially for one with a physical hendi The C.I. 

c. sought to relieve this situation by loan to the ve 

erans the capital necessary for establishing their ovm 

cooperatives. The "C.I.C. Disabled Soldier" label was 

soon to be found on cigarettes, candles, uniform cloth 
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1 blankets, and bags of flour. P"'t one time there were fif-

ty-one of these societies with a membership of 1,300 the 
2 largest part of which was in the Southeast ~cgion. 

2. Women in Cooperatives. 

I Madame Chiang Kai-Shek was the first to sug-
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gest that women be mobilized for production through the 

C.I.C. to support the fighting men on the tle front .. 

Her New Life Movement, the Y.W.C.A., and o similar or-

ganizations gave their support to the c.r .. c. in promoting 

such an enterprise. 

Women came to play a prominent role in the 

work of the C.I.C. They ~ere often in the majority in the 

textile cooperatives. In some cases a local unit, includ

ing manager and board of directors, woul!'l be comprised en-

tirely of women. The number of ti!fornen who spun and wove 

the yarn in the spectacular army blanket project3 is 

placed by one enthusiastic source at "tens of thousands. 8 4-

As a sample of the sex equality enjoyed by 

women cooperators, a story from Peking will illustrate. 

Last year a women's sewing cooperative passed a resolution 

to the effect that 11 1¥hen one member was ill-treated her 

1. 

2. 

• • • • • • 

A Nation Rebuilds. The Story of Chinese Industrial 
Cooperatives, p. 11. 
Ch:'l .. na Handbook 1937.:..194J, p. 462, Table 42. 
Ante, p. 9 .. 
A Nation Rebuilds. The Story of Chinese Industrt.a.l 
Cooperatives, p. 10. 
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husband, all the other memhers should rally to her support, 

the.t such action was an effective :mil tegral part of 
1 cooperative movement." Such equality of rights for women 

was revolutionary in the Chinese ture. 

Women were so given an active part in the 

educational and health program of the C.I.C. Miss Jen 

Chu-Ming, a returned student from England, was a leader in 
2 this w·ork, particularly in the Northwest Reg:ton .. 

A pre testimony indicating 

the impact of the C.I.a. in general, and the women's 

work in particular, is found in the of Dr. Irma, 

Highbaugh of the Methodist Rural e Center at Kien~ 

yang, Szechwan. yearfJ she . • 
11 The cooperatives bring not only a new of pro-

duct ion but a nEn!f mode of life, and women 1 s clubs have 
been organized to bring about bet relations en 
local women and refugee ies. The impact of se 
city-bred factory \llfOrnen of training in co-o~era-
tive thinking and. working has been tremendous. 11 ) 

E. The Training of Personnel 

The t of the personnel was of major 

importance effectiveness of the C.I.C. There had 

first to be the field represent ives and well-trained or-

gc:::..11izers plant the seeds for a community cooper-

1~ 

• • • • • • 
Bickerton, Ma:x: ''Women Cooperators, 11 Gung Ho News, Vol. 
III, Number g, August 194g, p. 2~ 
Chen Han-Seng: Gung Hal, p. 20. 
Dr. Irma Highbaugh in Price, Frank: Wartime China as 
Seen by Westerners, p. 146. 
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ati ve in places where the cooperative iCl.ea W<?.s entirely 

foreign. Further, instruction to be given to the 

prent.ices member·s of the co0peratives in the cases 

they lacked in the:tr t s. Also, a more 

gene curriculum of literacy was available in some 

places. Eventually schools, somewhat equivalent to West-

ern trade schools, were for carrying on a long-range 

training program for future leaders. of these three 

cts of the program of education will now be discussed. 

1. Leadership for Organizational Work. 

!JVi th the prest and influence of the origi-

nal promotersl the infant enterprise was able to enq: the 

services of well-educated Chinese and capable sterners. 

Missionary-educators, university professors, and Y.M.C.A. 

leaders served in key positions. A number of the early 

Chl.nese executives had hao. training in the Ford coopera

tive at Dearborn, Iv.,.ichigan. 2 College graduates were pre-

ferred. 

Thus, most of the field workers and tech-

nical specialists received their training outside of the 

cooperative educational framework. 

• • • • • • 

1. Ante, PP• 3, 4. 
2. The present General Secretary of the A.A.C.I.C. spent 

nine months in Arne:r>ica last year visiting the Nova Sco
tia cooperatives, the T.V.A., etc. He w~s sponsored 
by the Rockefeller Foundation. "From China," Indusco 
Bulletin, Vol. VIII, Numbers 1, 2, January, February, 
1948, p. 2. 
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Howeyer, their ranks had to be supplemented, 

and, therefore, many others to be tned in coopera-

tive techniques. Practical business management experience 

was the biggest lack in the early period. 1 Table IXJ be-

low, indicates the scope of this during the first 

few years. 

THAINING 

Year Ad.ministrati ve 

1939 

1940 

191+1 

1942 

Total 

Personnel 

485 

148 

195 
.,.r;:t ..... ~ 

828 

TABLE IX 

c.r.c .. PERSONNEL2 

chnical Training 
Personnel of Members 

216 

95 1,139 

221+ 731+ 

1t~o 516 

675 2, ~~59 

2. Treining of Cooperators. 

Total 

Tll 

1,382 

1,153 

656 

3,962 

The average age of ors was lowered by 

the great number of boye and young men who were within 

their ranks. Although one could not become a full member 

until twenty years of' age, he could serve as an apprentice 

while younger th~.n that. His apprentice ship might last 

from three months to ,two years, and during the period he 

• • • • • • 

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

according to Hubert Freyn. 1 There were more than 10,000 

rentices and probationary members2 the end of 1943.3 

The members of a local society, sid.es re-

ceiving instructj.on in thetr particulB.r skills as needed, 

were given addit1ons1 education in the cooperative. With 

many of the members ing illiterate, reading, writing, and 

counting were taught. In addition, lessons in cooperative 

living were given.4 

3· The Bailie Schools. 

By far the biggest educational investment 

rno.de by Rewi Alley his cohorts wa.s that the six 

Bailie Schools. The boys trained in these were to help 

bridging the gap tween (1) the \'tell technical 

experts and the r:lR.ss of common laboring cooperators, ( 2) 

the handicrafts and the mechanized 1nduRtry, aml ( 3) in

dividual cooperatives by advancing the promotion of the 

federations.5 

The schools took their name from Joseph Bail 

an American missionary who had c. gre sire to induatri-

alize China. Six schools were established, but Japanese 

1. 
2. 

• • • • • • 

Freyn, Hubert: Free China's Deal, p. 57• 
Probationary memb~rs were those who had not paid in 
full one share. Cf. ante, p. 3g. 
Irma Highbaugh in Price, Frank: Wart China as Seen 
by Westerners, p. 146. 
General Survey File # 14, Indusco, Inc. 
General Survey File # 13, Indusco, Inc. 
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invasion, local famine, or lack of te,:tchlng per;3onnel has 

closed five of them. 

The on1y remainl~g one at (Shan tan), 

Kansu, Rewi Alley been since 

the· ath of his predecessor, H 1 orge ogg, n 1944. Ac-

cording to Miss izabeth Sel sbee of Indus co, the S~wdan 

cause of its potentialities, receives the lar-

st rcentage, if not the entire sum, Inctusco 's con-
1 

tributions currently. Alley voices the same philosophy 

thus: 

"At a t like this id e s the 
of cooperative ion is not possible, it 

has been conside to hold together 
the training of cadres for future work, consolidate 
the e~sential experimental plants :f'or small scale vii-

industry and to carry on further r~~earch 
experimentation ••• It[the schoo~has become one 
the most important pieces of f'ield work in the CIC, 
ana. reserve of knowledge personnel will ma~e 

ssib1e a new· stage in the CIC when stable ~conomic 
conditions allow further f development."~ 

As of June 194g, there were 

C'lucling ten girls, many war orphans a.nd 

5 students, in,.. 

peasant children.3 

Ages of stud.ents from twelve to 4 

The boys served a six. appre!1ticeship, 

working on one of the farms and taking evening cl~.s~es> 

before being 1 
c:: 

in the school proper.~ 

. .. .. . . . 
1. Interview, March 16, 1949. 
"' F1 Seoretary's'Report, December 19l~g, c:.. 

a: Shan tan Bailie 191~e, p. 45. 
Ibid., p. 2. 

5· Field Secretary's Report, December 1948, 

P• l. 

p. 2. 
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The school was staff by twenty-two Chinese 

foreign teachers, as d by some of the older 

dents. These together sed the t it tee,.. 

Nine classes were taught daily anc. subjects i Eng-

liah, history, matics, sc • Re-

qu s for gra<'l.uation could not be ascertained. 

Practical training was to in twen,_ 

ty-seven projects which includ.ed '.vork with pottery, tex-

tiles, machine tools, electrical engineering, agricultural 

and ra.l farming, ing, lrrigat a.nd ' 
chemistry, glass, paper " . 1 trctnsport. These u-

nits brought in some revenue as the trs.inee s their 

products, but this amounted to only 37 r cent of their 

cost for the month of July 1948.2 For the school as a 

whole, 194~ was l;3rgely a year of bare subsistence. 3 

Three farms and a hos:pital, the latter begun 

in 1947, e.re also part of the school. Supplies, such as 

string, chalk, , , and glue often to be made 

if they are to be used. 

F. Welfare Projects 

Another significtmt part of the earlier c.r.c. 
program was the welfare work it undertook. Various as-

• • • • • • 
1. Sha.nte.n Bailie SchooJ. 194~, p. 45. 
2. Ibid., p. 48. 
3· Cf. Field Secretary's Report, DecembAr 1948, pp. 1, 3· 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

-51-

pects of this work are tabulated in Table X. It was car~ 

ried on for the benefit of the cooperators chiefly, al

thoue;h often the hosp1.tal 9.nd clinical services were avail-

to entire community. 

Ho ital drugs were ied by the Bureau 

of Public Hea.lth and the InternRttone.l Red Crose., while 

bandages, cotton, and some ctTugs were often forthcoming 
1 from a local cooperative. 

In thr~e of the seven regions there were 

village community centers which are said to have consis-

ted. of perhaps a recreation hail, a library or re 

room, a nursery, a clinic, or a. primary school for chil-
2 dren. 

It is apparent from Table X that the 

west and the Chwa.n-Kang Regions he.d developed thes'!! no-\ 

cia.l projects to the greatest extent among the regions. 

The medical cl ics and the recre c1ubs were the 

most common. With many of the cooperatives consi ing of 

women{ the nurseries were a veluable, if not necessary, 

addition to their program. 

This welfare nro:rk of the C.I.C. h!?S been 

curtailed along with other aspects of the shrinking move

ment. In July 194g, there \"'ere only two hospitals and 

• • • • • • 
1. China After Five Years of War, p. 107. 
2. Ibid., pp. 106-107. 
3· Cf. ante, p~. 44,45. 
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1 
even cllnics under the C.I.C. Seven of the latter were 

idized by a speci grant of China 

lief Mission in the United St s, while one the form-

2 er is at the Sandan Bailie School. 

G. 

A thorough study of ell 

pects of the C.I.a. impracttc • 

following ifl se merely for giving a 

of the situation as it eted from t 

1. Receipts .. 

financial a-q-

Therefore, 

ral picture 

t • 

I IndlviCtual cooperatives which were a part 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

of the C.I.a. were seldom self- ittPs. Since 

the minimum number of subscribed ~b~res required by the 

constitution for membership in a local society was so low,3 

there was a strong possibil:l.ty that a small pB.rt of 

the necessary capital would be received. Th required 

the cooperatives to sidles ans from any of 
4 

several sources. Thus, a of se sources is in 

ord.er. 

• • • • • • 
1. 11 Cooperat1ve8 lliiedic~:tl Proe;ram, '1 Gung Ho News, 

Vol. III, Number 7, July 1948, p. 1. 
2. Ante, pp.l19, 50. 
~. Ante, p. 38. 
4... Accordj to O'~"_ge A. Fitch and Eubert Liang 

na After ive Years of , p. 111. of total 
talization to 1942, only Pbout per cent was 
plied by the paid-up shares, whereas 35 per cent came 
from government sourc~s the rest from the • 
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a. The Central Government. 

One of the sources '.~rhich supplied, loans 

grants to C.I.C. was the Kuomintang rnment. Feel-

ing that the movement desPrved government backing on the 

merits of its propos program, the Central Government 

provided $5,000,000 (Chinese) used as capital , 
for operat:l.ng expenses.~ Of the total of more than 

$179,000,000 received by the enterprise from the time of 

its inception through December 1945, more then $45,000,000 

was provided by the government.2 However, during 1945 

the government supplied only $1,140,000.3 The diminish-

ing of the government support has continued up to the 

present time, it is believed, although figures 

are unattainable. 

b. The National Banks. 

It was through the influence of the govern-

ment and the interest 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 

1943, more than one-fourth of the total loan-cRpital of 
4 the cooperatives was supplied_ by the banks. Altogether, 

,. .. .. • • "' , Ibid., P• 1'~·11,. ..... 
2. Chen Han-Seng; op. cit., p. 46. 
~. Ibid., P• 47 .. 
~. General Survey File # 3, Ind.usco, Inc. 
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up to Decer:1ber 19~t5, the government banks advanced ~lbout 

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

c. The Promotional Societies. 

role played by t~e seve~al ~romotlonal 

cownittees in supporting the cooperatives has 

been touched upon.2 Availahle -4" ... are not J. C> 

sive enough t'r" --- give a pic contributions 

made by the individual national B the IntP.r-

tonal Committee at any one time or over any gi,ren in-

terva.l of time. 

It can be said, however, that the United 

States citizens contributed the large sum .. 3 From June 

3 to Decemher 31, 1943, StRtes citizens 

$19,502,606.53 (Chinese) to the C.I.C. cause, while 

England only $4,512,979.69. 4 

In an over-simplified listing of receipts 

for administrative S8S during 1911-5 totr-dling 

145,557,647.30 (Chinese), the United St es is credited 

with $33,.~95,31.2.50 (Chinese) .. 5 Al1 of this money re-

from th~ United States hes en in outright con-

tribut:to:ns rather than in the form loans, though in 

1 .. 
2. 

~· ... 

• • • • ... :(# 

Chen Han-Seng, • cit., p. 46. 
Ante, pp. 19-21. 
General Survey File # 1, Indusco, Inc. 
General Survey F.11e # 8, Indusco, Inc • 
Chen Han-Seng, op. cit., pp. 47, 4g. 
basis of the context, the total figures 
ably $47,557,647.30• 
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1942 a strong but unsuccessful empt v.ras to ob-

a Uni States government f th C I ('l 1 or . e 111 • vot 

d. Other Snurces of Income. 

sides the loans gifta recei from 

the government, banks, and promotional bon1e~=~, admin1s-

bank sits by the se.les of commod1t s produced. 

During 1945, the intere on loans 

sits t more than $12,500,000 and 

co:m.pri more 

ans were 

25 per ce of tot 

C.I.C. central 

? 
receipts.-

re 

offices the individual soc ties. The rate of inter-

est is not 

Almost eve t ion s discov-

e by the writer includes monthly prcdu.ction figures. 

The latter give an indication of the output of the shops, 

but since neither the kinds of articles produced nor the 

Chinese market pr es are cited, it is a 

concrete pi of their significance .. 

2. Di s .. 

The problem of balancing the budg~t con-

tinua.lly faced C. I. C. The fact thc>:.t t1ves 

were selflo!!l caused the eve sent con-

flict between high sea low capital. Often 

• • • • • • 

1. Economics File I 2, Indusco, Inc. 
2. Chen Ha.n-Seng, • cit., p. 47. 
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societies had to sacrifice economy in order to on 

at all. ThAt is, being the b s.r, they not be· 

chooser, and often the creditors show-Ad no mercy. 

Interest es on short- rm loans were ex.'horbitant, and 

long-term loans were usually not available. 1 

matter of inflation was another 

factor the s to st 2 

Prices soared. sc idly often the cost new raw 

r:taJ .. 1!las than ice for which the finj 

been sold. Small itals vented the so-

cieties buying reserve supp1 s in e.dvance.. The 

capital an aYe co to 

about one-seventh of what it shou.ld been to 

3 • 

In the midst of these se cona.i tions, 

the strictly local nature of the societies was one of 

their chief advantagee. Both the raw materi~.ls and a 

market for the finished prCJduots ,~:ere usually near 

hand, so that transportation costs 1vere at a minimum. 

In adell t1cn 1 the consolidation of th~ societies within 

the federations helped to cut the purchase price of rP.w. 

• -s • • • '* 

1. By the end of 194-3, the averf'ge interest rate wa.s 
2g .. 15 per cent r year. General SurvP-y File # 8, 
Indusco, Inc. 

2. In 1942, the rate of exchange was about $19.75 (Chi
nese) to $1.00 (u.s.); in 1944, it was $150 to $1.00. 
General Survey File # 12, Indusco, Inc. 

3· General Survey File # g, Indusco, Inc. 
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materials. 

Table XI gives an idea o~ the costs which 

were sustained by the Central Heeflqua.rters at Chungking 

and later by the A.A.C.I.C. The figures cover a period 

of fifteen months and are in Chinese National Currency. 

The items are self-explanatory. 

TABLE XI 

PA~~NTS ?ECEIVED BY PROJECTS 
1 

J1UlUARY 1, 1942 TO MARCH 31, 1943-

Industrial Experimentation $4,169,157.08 
(New machines for coop-
eratives and develop-
ment of processes.) 

Bailie Schools 1,536,281.75 
(Salaries, equipment, 
upkeep.) 

Institute 
(Staff training, tAch
nic and. organization'""' 
n.l a stance.) 

Members 
(Individual cooperatives 

cooperative members, 
welfare and promotion, 
training of disabled 
soldiers.) 

Development of New Coop
eratives 

rgency Loe.ns 

Total 

. ... . . . . 

646,577·g5 

344,858 .. 64 

4oo,ooo.oo 

$8,410,156.68 

1. Finf.l.nces File # 12, Indus co, 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 

following: $31,~00 for establishing an iron coke 

plant; $25,000 for a new farm machine cooperative; a.nd 
1 $15,000 for establishing a new C.I.C. depot. 

Divid the expenditures according to 

geographical regions, Chen Han- ng indicates that 

ing 1945 the central A.A.C.I.C. office received almoRt 

three-eightho of the total spent on the vague entity en
? 

titled 11 adm1nistration. 11 '"" This was more than the com-

bined sum invest in Southwest and Southeast Regions 

during the same period. 

H. Summary and Conclusion 

In this chapter, it has been shown that 

the Industrial CoopArative was undertaken for 

the purpose of easing the economic difficulties of the 

war-

China's 

the loc 

by which the system was rate. The essent need 

for a publicity and educational p pre ing 

the cooperative concept to the Chinese pAople was then 

. .. . .. ... . 
1. A Nation Rebuilds. The S ry of Ch 

Coope iven, p. 33· 
2. C Han-Seng, op. cit., p. 47. 

e Industrial 
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briefly discussed. Following this, the recruiting 

force w&s taken up.. th the amen em-

' were di d ve ~omen, and the place 

of these two s w9q thPn It was 

that, to manage all thP cts of the from the 

promotional offices to the 

caring in \vii-

un , a 

trained. 

leadership ~ersonnel had to 

in the 

this, 

Indiv 

cific fields as nee s In 

ols re as 

youth for ruture le • among 

we jects wae next cons as 

s.n inte This was 

lowed by a brief ~tudy stem of the 

movement. For receipts from the month-

ly tion of the societieR, 

en the 

C. I. C.. ional aerenc s. In conclus 

rates c ing inflation were 

two of the major financial 1 ltif7c. 

ne 

al C 

With thts jective c 

to 

s .. 

' 
re 

n 

e ' 
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CHAPTER III 

EVALUATION OF THE 
CHI SE I.NDUSTRIAL COOPERA'JIIVE T 
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CHINE 

CHP..PTER III 

EVALUATION OF 
INDUSTRIAL COOPERA~.1IVE 

Introduction 

This chapter will set forth an evalua-

tion of the Chlnese Ind .. ustrial Cooperatives. The histor

ical development of the movement as traced in Chapter I 

and the various aspects of its program policy as ob-

jectively set forth in Chapter II will be the main bases 

for this evaluation. The opinions of numerous authors will 

be weighed also in making this eYaluation. Since the 

sources used in the main heretofore have been those found 

in the files of Indusco, Inc., 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 failure. Within the lifeti~e of 

the movement, both elements have been in evidence as the 

early phenomenal rise gave place to subsequent decay. 

Lastly, a personal evaluation of the movement will be 

given. 

B. The Elem€~ts of Strength 

As a movement, the C. I. C. s ssed. its 

peak and :ts in a considere,bly weakened sit ion today. 

Yet, it has made some valuable contributions, and it is 
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these which shall now be enumerated and discussed. 

1. It Promoted Small-Scale Industry. 

One 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 sys-. 
tem which has established its roots in most of the major 

Chinese cities. This is felt to be a strong factor in 

its favor, because it is the typically Chinese way of op

erating. It eliminated the foreign element in style of 

organization to an unobjectionable minimum; it fitted 

into the Chinese social philosophy; and it was by far 

the more practical system under the circumstances which 

prevailed. Since there has been considerable contention, 

however, on the relative merits of the urban factory sys-

tern and the srrwll, community-centered type of inclustry, 

some consideration will now be given to these points. 

In the first ple.ce, the factory system 

is definitely foreign to the old Chinese culture. Bring

ing "it to China had some adve.nta_ges, but it has always 

been considered an intruder. It is no doubt true that 

the rural areas e.re over-crowd_ed to such a,n extent that 

the tiny, individual farm cannot support the farmer, a.nd 

that, consequently, the opportunities for bettering his 

condition are erased. Yet, the city factory does not 

seem to be the best answer. The average Chinese is not 
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ready to forsake his familiar home comnunity for employ

ment in a huge, impersonalized, city factory Yvhich is of

ten operated by a foreigner, run according to foreign 

rules and. practices, and implemented with unfamiliar for

eign machinery. 

The factory is all very strange to the 

Chinese mind, especially to the older minds 1qho do not 

have the youthful spirit of adventure. This is so for 

a number of reasons. In China, the individual is re

placed by the group, whether that group is comprised of 

the entire village, the neighborhood, co-workers in a 

particular trade, or the family circle. The last, though 

the most ancient social unit, is still very influential 

in China's society. Because of it, 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 equipment or land in 

Chtnese philosophy. Consequently, the native worker re

bels at the idea of becoming simply a cog in a huge fac

tory. He doeA not have the sense of security and satis

faction in an urban factory that he would have in a 

small business in which he would have at least part own

ership. 

Finally, the matter of practicality must 

be considered in discussing the merits of the factory. 

Transportation facilities do not warrant the building of 

factories in the interior of the country. The matter of 
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training farm youths in factory methods has been found 

to be more costly than for city-bred youths. If the 

rural areas are over-crowded in China, the slums of the 

city are not much of an advancement. The capital outlay 

for establishing any extensive chain of factories would 

be tremendous. The farmers, being able to farm only a

bout one half of the year, are often free to take 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 several reasons for d.iscouraging 

the fs,ctory system are at the same time reasons for pro-

mating the cooperatives. Thus, it seems far more suit

able to have the cooperative type of local, small-shop 

manufacturing than the centr8tlized, big-scale type in 

China. This is not to deny that in due course of time 

China may experience industrial revolution. Nor should 

the traditional way of doing things be given uncondition

al priority over more modern methods. The point is that 

in endeavoring to fulfill their initial aims, the organ-

izera were wise to have chosen the cooperative system. 

2. It Promoted Democracy. 

Perhaps the one feature which has re-

ceived more repeated praise from several of the Western 

writers is the democratic nature of the cooperatives. 

David Crockett Graham of the 'Nest China Baptist Mission 
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and a professor at the West China Union University is a 

typical example. He says, 11 It is true also that indus-

trial cooperatives, which were started after the war be-

gan, have introduced democracy in production in a re-
1 

markable way." 

The extent to which such a statement is 

true .can be ascertained 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 sa.me sort. 

As far as the constitution is concerned, 

certainly the equality of voting power among the members, 

regardless of the number of shares which are held or the 
2 

salary received is a noteworthy sign of democracy. 

Moreover, the institution of the monthly 

meeting as provided by the constitution permitted the 

members a voice in determining their society's policies 

and officers. The privilege of complaint and suggestion 

were further democratic characteristics. 3 

As to the manner or extent to which 

these specified, theoretical requirements were carried 

out in practice, information was not found. The fact, 

however, that the same constitution has been in effect 

• • • • • • 

1. David Crockett Graham in Price, Frank: Wartime 
China as Seen by Westerners, p. 2g. 

2. Ante, p. 39. 
3· Ante, pp. 39 and 42. 
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for more than eight years indicates that its merit has 

not likely been reduced. 

It is the democratic elements of equal vote 

and self-determination which make the cooperative system 

an adequate substitute for labor unions. 

However, when one turns to the organization 

of the administrative staff, a somewhat different picture 

is to be seen. Prior to the formation of the A.A.C.I.C. 

in June 1943t there was no real democracy. One man had 

supreme control in the Central Headquarters Office, and 

there was no effective voice to curb him. Similarly, the 

regional headquart~rs and the depots had single chiefs. 2 

Thus, there were the possible three.ts of policies being 

laid down by a single individual and of that individual 

being persuadeo_ by selfish pressure groups. The proba-

bility of this latter was increased by the presence of so 

many government party members on the pay roll. However, 

it was to reduce this danger that the A.A.C.I.C. was 

formed in 1943.3 

The lone apolo~y found for the rule-from-

the-top practice was that of J.B. Tayler who worked part-

time for the C.I.C. According to him, it was not an un-

• • • • • • 

1. Ante, P• 17. 
2. Though authentication is not available, it is be

lieved that these were all appointed rather than elec
ted positions. 

3· Ante, pp.l6 and 17. 
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common practice in China for a promotional body to oper-
1 ate a system of cooperatives from above. 

This practice is illustrated by the Commu

nist attitude toward the cooperatives. In the Shensi

Kansu-Ninghsia Border Region, the Communist government 

was most solicitous of cooperatives as being "a nucleus 
2 of secondary self-government. 11 ••The task of the coop-

eratives from now Q9!J.g on is to or:;>'anize all the people 

into production.n3 

Although it was advocated that all become 

cooperative members, it was far from being on a democrat-

ic basis. Instead of remaining small, autono ,no us socie-

ties, the cooperatives were often combined into large uni-

fled industries, able to handle complete manufacturing 

processes. Though still cooperatives insofar as the mem

bers subscribed shares, they took on the appearance of 

big industry with large memberships. 

Such large units required supervisory 

staffs and the statement that "only the best persons in 

every village [should be allowe~ to run the cooperatives114 

savors strongly of party politics. 

With a strong emphasis on "Production 

First 11 the policy set forth in a pact drawn up at the 

• • • • • • 
1. History of C.I.C. File # 2, Indusco, Inc. 
2. Border Region File # 8, Indusco, Inc. a· Border Region File # 4, Indusco, Inc. 
4-. Ibid. 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

-69-

Cooperative Conference in July 1944 was expressed thus: 
1 

"Operate by the People with the Help of the Government." 

This "help 11 was more than mere f inancie.l support. It was 

at least intended to include the privilege of deciding 

whether cooperatives were efficient, ineffioient, unnec

essary, or a failure, and of supporting them accordingly. 2 

Thus, the Communists were not as democratic as they would 

have had the people believe. 

In Free China, in the cooperatives them

selves in contrast to the superstructure of promotion 

and of the Communists' policy, democracy was more in evi ... 

dence. The federations of cooperatives were to be in the 

hands of the participating societies. Officers were e-

lected by them, and their function was to serve the needs 

of the societies. 

In addition to the constitutional and ad-

roinistrative provisions for democracy within the c.r.c., 
the very nature of cooperation itself is a democratic 

concept. Where there is real cooperation, workers share 

their 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 society members were often instructed in the princi-

• • • • • • 

1. Border Region File # 15, Indusco, Inc. 
2. Border Region File # 4g, Indusco, Inc. 
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plea of cooperation. 

This leads one to a comparison between the 

cooperative system and the alternative types of inctustri

al organization.· In contrast to the factories wherein 

the indivldual 1 s personality and. originality are sup

pressed, as pointed out in the preceding section, the co

operatives give a certain freedom of self-expression 

·which is in conformity with the Chinese conception of the 

dignity and worth of man. Labor unions are not needed 

in a cooperative society. 

At the other extreme, there is the tradi

tional type of shop which may be either a pert of an in,

divid.ual1s residence where he works alone on his handi

crafts, or a slightly l&rger center where a master crafts

man emnloys a corps of workers. In contrast to this, the 

cooperatives are progressive, both in their breaking a

cross clannish family circles and in the elimination of 

the sad relationsh:i.ps which often existed between a mas

ter craftsman and his employees. 

It can be said, therefore, that democracy, 

though absent in the e.dministrative \'\fork, was at least 

potentially n strong point in the cooperatives. 

3· It Met the Problems of the War. 

Not the least among the selling points for 

the cooperatives was their real contribution to the war 

effort. This will now be touched upon from the view-
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point of the work done for and with refugees and the pro

duction of much needed war materials. 

a. The Provision for Refugee Employment. 

It has already been pointed out that the 

principle aim of the C.I.C. was to rehabilitate the refu-
1 gees by providing them with employment. The movement 

began in the midst of a war and was to be geared to the 

war-time situation. Although no break-down of figures 

into the classes of people employed is available, it is 

safe to say that a lar~e portion of the membership was 

comprised of these dispossessed people. Paochi, Shensi, 

the village where the first society was orP:anized2 and 

which later became the headquarters for the Northwest 

Re~ion, was a refugee center located at the end of the 

railroad line. 

It was not the purpose of the orctanizers 

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 ( 11 Gung Ho 11 ) in familiar trad.es 

rather than on learning new tredes. Farmers who were 

rejected in the factories because of the undue cost of 

training, found that they were welcome in the cooperatives. 

The special interest taken in disabled veterans was a 

ramification of meeting the refugee's problem. 

. . . . . . 
1. Ante, P• 36. 
2. Ante, P• 5• 
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Fine~ly, the poor re s were accomra.oclated 

by the low financ re for in a 

co ope ive. This was the payment of one share, with only 

25 per cent of this required as a down a year 

in which to the balance. It is clearly seen, there-

fore, that the refugee was not faced with an initiation 

that was totally beyond his means. Yvhile one of the n 

reasons for having this requirement was to screen from 

membership those who \li'ere not serious in their inte ions 

and sought to join the societies simply in order to 

live at the expense of the other co erators, the stipula-

ted sum was set th lo',V so ·that those ~vho were serious-

mind.ed could. join. Thgt is, the fee 1Nas set with the in-

ability of the new member to pay in mind ratther in 

tm attempt to secure the full necessary capital with which 

to establish the unit. 

Thus, the C. I. C. provided refugees with 

employment by it their prirnary ai::n, by establish-

cooperatives in the trades familiar to the refugees, 

by rnak the cost of membership nominal. 

b. The Provision of cessary War Materials. 

The contribution to the total war ef-

fort was one of the m.eri ts of the C. I. c. or;;'cmiza-

tion. Its work was notable, not only in the employment 

of 

:f'aotu:r 

es and di 8d persons, but also in the manu-

of necessary war materials. With the stringen-

cies of a war economy upon them, the societies included 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

-73-

in their production output items 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 said, th.Et,t this was not on 

a altruistic basis as one might be led to be-
1 

lieve from some of the statements pertaining thereto. 

The range of items produced, was predetermined by such ex-

ternal factors as the resources of the locallty, the local 

market demands and possibilities, skills of the natives, 

and the prospect of invasion or air-raid. 

Another external factor influencing the kind 

of items produced deserves special mention. This was the 

Central Government which in various official pronounce-

menta promoted the cooperatives as participants in the 

national war-time economy. One such declaration is found 

in the "Three Year Plan for Wartime Heconstruction;' a 

manifesto adopted April 2, 191~1 by the Kuomintang Central 

Executive and Supervisory Committee; and states: "Coop

erative enterprises should be established and coopera.ti ve 

organization extended to expedite the progress of war

time social economy. 112 Although the C.I.C. societies 

comprised only a small percentage of the total number of 

cooperatives in the country, 3 such proclamations e.re apt 

1. 
2. 
3· 

• • • • • • 

Cf. Ante, p. 36, as an example. 
Freyn, Hubert: Free China's New Deal, p. 246. 
Cf. Ho, F.L.: Rural Economic Reconstruction in China, 
p. 41. 
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to have caused the societies to make sure their products 

were essential. 

That a notable contribution was made to the 

production of war materials, however, is not to be denied. 

The greatest single contribution was the army blanket pro

ject w·ht.ch was undertaken and completed quite successfully 
1 in spite of the handicaps in the way. A large proportion 

of the workers in the project were women who did. their 

spinning in their homes and then brought the wool to lo

cal centers where it was made into the blankets. The 

management of such an enterprise called. for the concerted 

effort of the adminietration 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 organization deteriorated. In fact, it is possible 

that the all out effort to meet the government contracts 

for army blankets proved to be almost fatal to the ex

pansion movement of the C.I.C. The shortage of personnel 

rather than of funds was the snare. (In the absence of 

any information to the contrary it is assumed that the 

army blanket program was a profitable und_ertaking. ) 

Nor is the work done in the guerrilla areas 

to be overlooked. There, the coopera.tors supplied the 

fighters with items such as gun holsters, overcoats, 

swords, canvas, surgical gauze, ammunition cases and 

• • • • • • 

1. Ante, p. 9· 
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ce.mouflage pF.tint, and all this under the most d.ifficul t 

circumstances. 

4. It Gave Equality to Women. 

The C.I.C.'e treatment of women was phenom

enal '.'Vhen viewed. atzainst the bE~.ckground of the Chinese 

culture. For centuries, women have be8n held in·a very 

subservient position in the Chinese home. EducBtion and 

independence have been them. But fortunately, 

that situation is gradually changing, and the C. I. C. has 

not been slow in doing its part in bringing about the 

change. As women are given employment in a village 

shop which is respected and on equal standin~ with other 

local shops, they gain that self-respect and confidence 

which will eventually leac1 to their assuming equality 

with men. For those ~.~~Tho are not fortunate enough to 

have a college education and to hold. responsible posi

tions in. such places as are being opened to ,¥"omen in the 

city banks or government offices today, the cooperatives 

offer a valuable step toward freedom. The variety of 

trades in which women could participate and the predomi

nance of the textile industries established by the C.I.C. 

indicate the possibility that the percentage of women 

members could have been quite sizeable. Certainly, if 

not in membership, at least among the er1ployed 'llfOrkers, 

the women played no small part. 

The educational ancl medical centers connec

ted with the C.I.C. units added further opportunities for 
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the once-suppressed womanhood. 

5· It Provided a Welfare Program. 

The welfare work of the C.J.C. consisting 

of the ho~pitals, clinics, nurseries, literacy classes, 
1 

and the like as cited above is unique for such a move-

ment. It indicates a genuine interest in the general 

well-being of the cooperators. But such aspects of the 

movement were few in number because the individual pro

jects were usually dependent upon the Central Administra

tion's approYs.l and allocation of funds if any gre.at out

lay of money was required. That is, this aspect of the 

program, while valuable and serving its purpose in the 

few localities which benefited from it, was restricted by 

shortage of funds from developing into what it might 

otherwise have been. Usually the cooperatives had. trou-

ble maintaining themselves as business organizations so 

that such extra features as welfare work were not even 

considered. Then too, there was the additional 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 macle available to the 

entire community is commendable. This, no doubt, served 

1. Ante, p. 50. 
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to dispel 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 received.. A study of the ways in which this has been 

brought about and of its evidences will h8lp to evaluate 

its importance. 

From its very birth the C.I.C. movement had 

the hi?he st poli tice.l bA-cking. An enterprise which re-

ceived such large Rnd repeated grants from the Central 

Government would naturally come to the notice of public 

officials as well as of the local populace in the midst 

of which one of its units had been establ:tshed. Newspapers 

and magazines, both Oriental and Westqrn, carried feEtture 

articles c.uring the early auspicious years of the move-
1 

ment's history. George Hogg, former headmaster at the 

Sandan Bailie School, vrrote a book on the C. J. C. entitled 

I See a Fev1 China, and Rewi Alley 1 s attempt to interest 

Western technicians in the project, "China's Industrial 

Future 11 , appeared in the Free ·:vorldJ August, 1944. 

~vidences 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 Chinese and 

. . . . . . 
1. Of. Linebarger, Paul lv:. A. , The China of Chiang Kai- · 

Shek, p. 223 footnote. 
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1 
Westerners. Entire chapters in some cases ,were devoted. 

to a study of the movement. The Chins. Ha.ndbook 12.3.7-194 3, 

somewhat comparable to the World Alma,nac, s se 

s of small print to a discus on of 2 movement. 

The international sympathy C!'eat~cl on be

half of the Chinese laborers is best measured by the con-

tributions made in per , supplies, money. 

Alley acknowledges specifically the fol-

lowing parties in addition to the iona.l promoti 

committees in E , New , and the United s: 

UNHRA, the Women's Coop ive G'L1ild of London, the In-

ternationa.l Relief Cominittee, the American Cross, 

Friends rvice Unit, the China Relief ssion, the Ca.na-

dian Rel f Committee, the Coalrniners of New Ze~L=u~, and 

the C.I.O. of the United States.3 

These are suffictent to indicate the variety 

of groups which have considered the C.I.C. a worthy pro-

ject. People who he:1.ve hed no interest Christian 

sions or in China. it self have given to this humani tal"' ian 

cause. The list of names on the :Soard of Directors 
4 

the Advisory Board of the American Indusco, Inc., shows 

who in in the United es have shown concern 

• • • • • • 

1. Cf. Bibl 
2. The corre 

t9.4~ was 
article in China. Hancroook 1927.:-

cia.bly shorter, showing tfie waning es-
la.ter e reflected in this later account. 

~= 
School 1948, p. iv. 
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in the enterprise. 

7. Additional Elements of Strength. 

There are several miscellaneous items which 

should be cited in giving full recognition to the commend

able features of the C.I.C. 

Chief among these is 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 

soundness of the cooperative idea in Chinese economy have 

remained consistently strong. He believes that though 

an outgrowth of the war days, the C.I.C. is an enterprise 

o~ permanent enduring quality. Today, with the belief 

that the education of an adequate lea.dership personnel is 

the surest guarantee of the C.I.c. 's future success, he 

is giving his entire effort to the Sandan Bailie School. 

Other pioneers have been the Reverend R.O. 

Hall, H.H. Kung, George Hogg, and Miss Ida Pruitt. With

out the inspiration and hard work of these leaders, the 

movement would most assuredly have totally capitulated. 

In addition to its leadership, another com

mendable feature of the C.I.a. was the constitutional pro

vision for guaranteeing coverage of the debts of the so

cieties. This no doubt spared many bitter feelings on the 

part of one-time creditors. It must be said, however, that 

although nothing was found indicating ths.t debts were not 
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paid, the difficulty of the societies in establishing 

credit for other than short-tArm loe.ns may be a reflec

tion on this as well as on the quick-risinK inflation. 

The fact that such a larve percentage of the 

administrative and promotional personnel were Chinese is 

not of too great merit, since foreigners were scarce and 

Chinese were employed of necessity. 

However, that Chinese were given on-the-job 

training and_ some of the ple.ces of responsibility in the 

organization is certainly meritorious. The training 

which the Bailie Schools offered is a contribution to 

Chinese industry as a whole as well as to the C .. I.C. 

Certainly, the latter, as a movement, ha .. s had a great 

influence on the Chinese conception of cooperation. 

C. The Elements of Weakness 

Some of the commendable features of the C. 

I.C. having been considereCl., there are a number of weak

nesses and causes for decay of the movement that should 

be made clear. They can be cl8.ssified in terms of (1) 

the underlying a.efect s of moral character ana. ( 2) the 

physical, organizational defects which are appa.rent in 

the structure of the project. A fair appraisal of the 

factors contributing to each will now be attempted. 

1. Underlying Defects of Moral Character .. 

Notable among the things lacking in the 
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C.I.a. program is Christianity. Whatever the reason, the 

religion of the West was at le~st effectively, if not 

purposefully, eliminated. Consequently, the benefits 

were also lacking. This is seen particularly in the 

realm of morals. The results will now be discussed. 

Writing in the first person, and thereby 

identifying himself as an affiliate of the C.I.C., an 

otherwise un..lcnoym author, in a discerning article, holds 

that "the dishonest motives for organizing societies" 

were the first and basic rea.son 11 why many of our socie

ties collapsed and (foU the corruption and derangement 
1 of our existing societies." This article is enough to 

indicate the general corruption found in many spots in 

the C.I.C. organization. Coming from a background in 

which the master craftsman '\:'las his own employer, it was 

difficult for the members to learn to give and take. 

Competition and jealousy were bound to exist among fel

low workmen. The elective manner of selecting officers 

could cause friction in case of a divided vote. 

Another \Vay in which selfislmess was all too 

evident was in tbe number of speculators among the mem

bership ranks. They are said to have been in the majori-
2 

ty.. Rascals w'ho were hoarders and others who did not 

ltnoYi the trade but joined 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 profits were 

far from scarce. Still others joined the societies with 

the exemption from ~overnment taxation as their chief 

ai::n, there being a law granting exerr:ption to members of 

cooperatives. 

The internal corruption was augmented by 

the number of government workers who managed to stay on 

the C.I.a. administrative pay roll without making any 

worth-while contribut:l.ons to the movement. The case of 

the Tai Ying Chu and its corruption has already been 
1 .. 

cited. It was so full of graft that ultimately there 

was a general purge and the Central Headquarters was con

verted into the entirely new entity, tne A.A.c.r.c. 
Such costly graft cannot be matched in Christian enter

prises. 

There were a number of factors which led to 

this graft and. stealing. In some ca.ses it was, no doubt, 

sheer poverty which drove some to foul practices. For 

quite a different group it would be the temptation of 

making license out of the new-found. freedom granted. 

Lacking sensitive consciences, many men fell prey to the 

lure of a soft job. 

In reading the literature on the C.I.C it 

was interesting to notice in many cases, the political 

• • • • • • 

1. Ante, p. 17. 
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sympathies of the writers. This was p.s.rticularly true 

of the Chinese writers and especially of those in Com

munist-held terri tory, who, either by choice or und.er 

threat of censorship, could say nothing but the most com-

plimentary things about the local government. Typical 

of this is an extract from a letter written by a staff 

member of the Yenan depot. 11 Now our work here are getting 

on good every day, because the Border Region government 

helps us very much, especially on experiences and some 

other things too."1 This is disconcerting, though not 

conclusive evidence against the veracity and moral stam-

ina of the typical cooperator.s. 

The organizers of the C.I.C. recognized the 

depravity of the native Chinese and the problem which it 

posed. Their solution was an external emollient rather 

than a cure. It was in the form of a list of character 

qualifications and habits which had to be met by all 

would-be members. As cited previously, these included 

honesty, abstinence from opium, drugs and gambling, and 

:IOOd character. 2 These are seen to be at once both lax 

and stringent, depending upon the definitlons given to 

the terms and the honesty of those who passed jud~ement. 

Perhaps these restrictions would appear to be more vir

tuqus than they do if the prevalence of the vices ex-

• • • • • • 

1. Border Region File # 6, Indusco, Inc. 
2. Ante, pp. 37 and 38. 
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eluded were more fully known. As it is, it seems that, 

granted the will to minimize the moral stand~:lrds, the 

qualifications for membership could be loosely interpre

ted. This is su-bstantiated by the very existence of the 

character problem inside the ranks. 

This internal corruption was costly, s.nd 

had its outward manifestations, as will be seen in the 

following section. 

2. Organizational Weaknesses. 

Some of the organizational weak points of 

the C.I.a. will now be discussed. The influence of the 

external factors, such as inflation, is not to be mini-

mized, but these would not have had such an impact on 

the movement if there had not been certain essentials 

lacking. 

a. A Lack of Education. 

There was first of all the lack of neces-

sary education. Because the principles of democracy were 

not better understood, erroneous ideas played havoc in 

the ranks. Dictatorial leaders were to be found as well 

as a general iwmature democratic consciousness among the 

f t 1 c 1 t masses o coopera ors. ooperat on was a new concep 

to many, and until 1 t wa.s better understood, there could 

not be the ideal cooperative. Even at the Bailie School, 

. . . " . . 
1. General Survey File # 2, Indusco, Inc. 
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w·here the boys had the most direct contact possible with 

Rewi Alley and others like him, the matter of learning to 

live together with fellow students was the bi~~est un-
1 solved problem, according to Alley himself. 

Finally, there v<:as the tremena.ous problem 

of dealing with illiterates, for since literacy was not 

a membership requirement, illiteracy was to be encoun

tered. Literacy or illiteracy could well have been a 

d.ivisive factor by drawing a line of demarcation between 

the "haves" and the 11 have-nots. 11 The few society schools 

established could not cope with the problem adequately. 

b. A Lack of Leadership. 

The second great organizational weakness 

was in terms of leadership personnel. College graduates 

were sought at first because of their supposed. leader

ship and technical abilities. However, they w·ere found 

to be of the wrong type, often, insofar as they did not 

understand the people of the rural hinterland where the 

cooperatives were located. In fact, one of the strong 

reasons in favor of the Bailie School program is the 

fact that it seeks to train rural boys for the ·places 

of leadership. But the efficacy of this is largely lost 

when so few of the graduates actually reach such posi-

tions. 

As corruption in the staff was uncovered 

• • • • • • 

1. Shantan Bailie School 194-S, 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 Government, party policy, rather than a mer

it system, often dicta.ted the pL,cement of applicants. 

The fact that there ,.:vere, whether of necessity or not, 

so many Westerners in the very chief positions was a 

liability for a movement which sought to id.entify i tsE'llf 

with the people. 

'fhe way in which the movement spread so 

rapidly in the first three years proved to be a contri

buting fa,ctor to its subsequent disintegrs.tion. Being 

spread over such a wide geog,·raphical expanse, the coop

eratives required a large amount of duplication in the 

regional headquarters that could have been reduced had 

they been more concentrated. The extended area also 

added to transportation costs of the tre.veling supervi

sors. 

c. The Lack of Funds. 

The third lack of the Cti.C. organization 

was that of funds. This wa,s an increasingly crippling 

factor and has led to the gradual rerluction of all pha

ses of the work. As the adverse external circumstances 

took their toll of societies and projects, the money for 

replacing them was not available. In this connection, 

there is first to be considered the poop use of the 

funds that were available and then a statement regarding 

the shortage, or non-existence, of funds. 
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The management was at t its use of 

funds in a number of instc.nces. •rhe same writer who 

pointed out the moral lack in the movement lists the 

of good, tical busines ability S,S 

one the reasons for the break-down of the +' 1 coopers_..,lves. 

According to , the misuse of ital was one of the 

evidences of such moral poverty. Loc societies 

the we ss of making such a initial inves nt 

for fixtures the.t the funds would be lacking for opera-

ting ital. Further, the lack of federations, 

poverty of the societies required them to al 

d.irectly with their creditors, often on an individual 

basis often to their own dise.dvEmt • 

Anoth.gr fs.ul t ·which lessened. the economy 

of the cooperative societies was the poor distribution 

of vvork amonF; members. Inefficiency in production and 

waste were sizeable, end consequently tbe selling prices 

were high. 

Again, the administrative office was ty 

of spending an excess of money in order to sustain an 

unnecessarily large staff. Probably this f had been 

in ere a to accomrnod.ate the anticipat 30,000 societies 

which were the initial of the u1ovement. But from 

indications it waa a great, unnecessary cost. It is 

• • • • • • 

1. General Survey File f2, Indus co, Inc. Cf. so ante, 
P• 81. 
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probable also that the situation was not corrected soon-

er because it was the government gr,,nts which vvere sup-

porting it for the most part. As long e.s they were forth-

coming, economy was not essential. The staff would have 

felt more responsibility for the succesR of the movement 

if they had been required to own sllares in some of the 

societies and had been held responsible in case of col

Japse. As has alree.dy been shown1 the central A.A.C.I.C. 

offices, much improved as their efficiency was, were 

costing more than 25 per cent of the total funds avail

a.ble for expB.nsion even as late as 1945. 

With the information avB"ilable it is not 

possible to say how much of the remainder of this 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 availeble funds 

as just listed was one reason for the shortage. Moreover, 

poor workmanship--a result of indifference-,...lack of ad

vertizing, and high prices--the result of the absence of 

planned economy--all contributed. to a reduced number of 

sales. In turn, capital was diminished and bank loaris 
2 

had to be obtained. With good credit being hard to ob-

• • • • • • 

1. Ante, p. 59. 
2. Finances File # 9, Indusco, Inc. 
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tain, the loans were usually for short periods only with 

a consequent high rate of interest. This further dimin

ished the net profits. Frank Gerard, an auditor of the 

America.n Red Cross who had stud.ied the C. I. C. finances, 

stated that they were 11 ••• a considerable departure from 

sound principles. The very high degree of dependence up-

on short-term borrowings and the wmeral inadequacy of 

subscribed. capital constitutes a highly unstable and ev

en precarious situation. 111 

In an attempt to make membership in the co-

operatives as appealing as possible and thereby to more 

readily attain the goal of 30,000 societies, the consti

tution had made the share ca:Pital subscription specifi-

cations too lenient. 1Nhile the number of societies was 

thus increased, they were being established on weak foun-

dations. While the ind:tvidual societies may have been 

able to issue meagre dividends to their members, the 

amount contributed to the bulky central administration 
2 through the local Ind.ustrie.l Cooperative Fund was never 

sufficient to make the movement as a whole self-support-

ing. 

Added to these features of internal week-

ness were the crushing external fa.ctors, chief of whlch 

was the inflation. This not only made it difficult to 

buy supplies at s. price '.¥hich conformed. to the selling 

• • • • • • 

1. Ibid. 
2. Ante, P• 4-1. 
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price, but also caused a general confusion in the keep

j.ng of records, with the result thF.t it was difficult 

to get a true picture of the seriousness of the organi-

zation's predicament before it wac too late. This was 

complicated further by the geographic variableness of 

prices. A recent indication of the seriousness of the 

inflation problem is found in a letter from Rewi Alley, 

written in June 194e.1 At that time egvs were selling 

for $5000 each in Sandan and $30,000 each in Lanchow, 

Shensi. Even contributions received from sources out-

side of China steadily decreased in worth as the rate of 

exchange mounted. 

The other main item which wns disadvanta-

geous in the absence of adequct.te funds was the general 

rural location of the societies. Throughout its histo-

ry the C.I.C. has operated chiefly in the remote interi-

or villages. Although good in many respects, this has 

been costly, for lack of cheap transportation forced the 

units to purchase their supplies in the local high ma.r-

ket where prices were not restricted by the competitive 

factor of a large city. Here again the organization 

would have been more st~ble if it had concentrated on a 

smaller area of operation. 

Thus, it is seen that the lack of money was 

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

• • • • • • 

1. 11Eggs--$360,000 a Dozen. 11 Indusco Bulletin, Vol. VIII, 
Numbers 7, 8, July, August, 1948, P• 3· 
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problems which it raised were manifold and forced many 

cooperatives out of existence. 

D. Evaluation 

With these elements of strength and weak

ness clearly in mind, a final word can be said about the 

over-all worth of the C.I.C. movement. 

On the whole, the movement was of positive 

benefit to China. In bringing a practical democracy in

to the vocational li:fe of the small tradesmEcn of Free 

China in a manner not too foreign to his way of think

ing, the cooperatives did a most notable work. Although 

they never reB.ched proportions which m.e,de them of sig

nificance to the vast.multitudes of Chinese scattered 

throughout thousands of cities e.nd villages, they did 

make their impress on the communi.ties where they were 

established. In helping to meet the war-time needs of 

the people, in the standing given to women and in the 

several welfare projects undertaken, the cooperatives 

brou;:.'ht to the small, inland, and, therefore, often neg

lected villa~es a better way of living. 

But this ray of light was not without the 

dark shadows of moral corruption and fe.ul ty ore:anization. 

Both of these rea_ucea_ the potential fOOd of the move

ment. Without discountinK the effect of the devastating 

inflation on the outside and the elements of good on the 

inside, it cc:m be said that the results would have been 
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much more gratifyin~ and permanent had the same invest-

ment been made with the same objectives in mind but with 

the unctergirding of a more sure foundation .. 

E. Summary and Conclusion 

In this chapter, several of the merits and 

o.emeri ts of the Chinese Industrial Cooperatives have 

been cited in order to gi •re a basis for better evalua--- ' 

tion of the movement. 

The strong features of the movement were 

first evaluated with the reasons for such evaluation. 

The first of the features thus considered was the small

scale-industry dimensions of the local C. I. c. It was 

pointed out that such industry is much more suitable to 

the Chinese culture then the We stern fEJ,ctory system. 

The next feature discussect ~~tas the place of democracy in 

the governing constitution, the administrative structure,, 

the Communistic regions, the very concept of cooperation, 

and the local units. One of' the strong features of the 

movement was found to be the contri~ution made to the 

war effort, both in providing em~loyment for refugees 

and in helping to supply necessary war materials. The 

ways in which the C. I. C. ga.ve equality to women ancl at

tempted a well-rounded welfere progr~~ were next discussed 

and evaluated. After showing how wide a sympathy for 

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

few miscellaneous items in which the C.I.C. was out-
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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 

personnel employed and trained. 

The second part of the chapter brought out 

some of the weAknesses in the inner, moral caliber of the 

organization. These were followed by an evaluAtion of 

the three main organizational deficiencies, they being 

the lack of education, leadership, and financial backing 

for the organization. 

In the final evaluation, it was concluded 

that although defects in respect to moral corruption and 

organization were not lack:tng, tb.e cooperatives as a 

whole were of definite, postive benefit to China in 

bringing in democratic concepts, in meeting the needs of 

the people in a wa,y a.ccepta.ble to them, and in holding 

up the cooperative vv:ey of life and work to many. 
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THE SICii.TIFICA:\lCE OJ:"' TJ-:'E 
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TO THE CHRISTIAN CHURCH 
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IV 

OJ:i' THE 
INDUSTRIAL COOFLi:RA.:'IVES 

'rO TEE IAN CHUBCH 

A. Introduction 

With the survey and evaluation of the Chinese 

Industrial Cooperatives completed, this study will be car-

ried one step further in order to ascertain in wha.t ways 

the movement can be of benefit to the Christian Church 

and in vvhat wa;ys the Christian Church Ct~.n aid the C.I.C. 

Since both organizations are interested in serving the 

Chinese village workman, it will be of interest to see 

how the work of one su:oplements or-hinders the work of 

the other in this common aim. Thus, the C. I. C. ~vill be 

dealt with chiefly on the local unit level rather than 

on the nation-wide, administrative level. 

In the absence of direct information telling 

of actual contacts made between the two organizations, 

this chetpter will be founded on inferences made from the 

preceding study. 

Contributions which may be made by the C. I. c. 

to the efforts of the Church will be cited first, as well 

as some possible negative aspects of a relationship be-

t•:veen the two organizations. Then the contri':Jutions 

which the church can make to fur'ther the work of the c. 
I.C. will be reviewed. These should be sufficient 

-95-
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grounds for evaluating the significance of the C.I.C. to 

the Christian Church. 

c. The Possible Contributions of the C.I.C. 
to the Church 

The C.I.C., as it reached into the more iso-

lated villages of China'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 vill 8, it 

would be apt to find the locel cooperative shop a source 

of both blessinP's a.nd curses. The good features to be 
. 

found will be enumerated first. 

1. The C.I.C. as an Asset to the Church. 

The village church would find the local coop-

erati ve to be a place Yihere a number of valuable cultural 

and personal character traits were being developed among 

it8 members. 

Among the advancements in the native culture 

that might be noticed would be the following. 

·Democracy, at leRst in the blue-print stare, 

would be in existence, thanks to the cooperRtive and its 

ideals. The members •¥ith their equality of voting power, 

freedom to suggest and complain, anct self-government 

w·ould be learning, if only imperfect1y, the fundament8.ls 

of freedom. A new sense of inter-dependence,as well as 

this indepenctence, ''WUld be developing as the coopera

tive mexnbers learned that they ~~~ere 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 coopera

tive there had been the strong, traditional femily bonds, 

the arrival of the cooperative had brous:h about a new 

group loyalty. Men ·.vorked together as partners on the 

same team rather than as mnster craftsman and craftsman. 

A new light had come to the meanin;::,· of 11 the worth of the 

individual." 

In addition to these changes in the philoso

phy and practices of the communlty, the local cooperatlves 

would also have helped to foster numerous personal char

acter trt<.its, the development of Ylhich 1Nas most advanta

geous to the church. In the first place, the coopera

tive members learned to cooperate. rrhe competitive sr)ir

it ~as gradually replaced by the sharing spirit. Thus, 

the local church bod.y would have a better chance of work

ing as a team. With the privileges of democracy, the 

cooper;J.tors had learned self-confic1ence and self-expres

sion. The quality of le.y-lee.dership in the church ~.Pfould. 

be strengthened if the layman had he.d his training in a 

cooperative. Th8re was also developed as a by-product 

of the cooperatives, a feeling of confidence in one's 

fellow men. The heal thy sense of nride 1.vhich a coopera

tive member he.d in the products put out by his society 

would give him, as a church me:uber, a. feeling of self

respect and poise. Tools were often crude, and the coop

erators learned to know what it meant to work under 
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hsnd.icaps. Resourcefulness w&.s consequently developed. 

It would be naturs,l for the nationals at 

least at first to hold the church in the same nere.l ell

teem a a they did the cooperative, since both ~'lrere foreign 

innovations. Thus, depend upon how a reputation 

the cooperative had, the new church would be judged ac-

cordingly. Unfortunately, the cooperatives 11'lere not al-

ways seworthy. 

The C.I.a. as a Liability to the Church. 

Some of the features of the coope ives which 

caused them to be held in ill-repute wi11 now be consid

ered along with other factors that would me.ke them a 

detrlment to the furtherance of Christ's kingdom. 

The corruption within the gener~:::i.l structure 

of the C.I.C. was one of the reasons why townspeople 

would polnt the finger of scorn at the cooperatives. The 

reputation of the local society might even be in jeopardy 

for this reason. Unfortunately, it was often true that 

members were also found guilty of stealing, hoa.rdin 

and dishonesty. The feeling of indifference on the part 

of some of the members towarrl the success of the society 

led to slipshod workmanship. :Many factors, some of 

avoidable, often conspired tog:ether to ce,use the sale 

price of the cooperative ·products to be higher than ths.t 
J., - - ,_. 

of their corrrpeti tors. Such high prices B.nd. inferior 

goods was another reason why the good will of the commun

ity was lost. Boycotting naturally result , and before 
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long the cooperative would_ not be paying dividends on its 

shares. Depending upon how well informed the n11tl s 

were regarding the C.I.C.'s st record, there would be 

the fear of possible insolvency in the local society, es-

pecially in the rDore recent years, when so many of the 

80cieties have capitula.ted. If the Church were to be-

come identified with such an organization, such items 

mu8t neects be weighed heavily. 

koreover, there was the possibility of jeRl-

ousies between members becoming stronger than the willing-

ness to cooperate. If the cooperative grew to such di

mensions that it threatened to monopolize the entire 

labor force of the town, as was the case in Comrnuni!=lt-

held terri tory, the Christian pB.stor would find addition-

al problems arising in his congregation. 

Finally, the absence of Christianity in the 

over-all proF: ram of the c.r.c. is not to be overlooked. 

From all indications, the c.r.c .. was not at a,ll inter-

ested in fostering Christianity uer se. In the Bailie ---
Schools, Sunday wa.s just another (Jn,y of the vreek. A. 

3uddhlst temnle was e.t leRst frequented by the boys of 

the Sand an school if it 'Vas not right on the campus 1 t
. 1 

self. Notwithstand.ing all of the missionary educators 

who served in administrating the C.I.C. program, no in-

dication was discovered of Rny work having been done ei-

• • • • • • 

1. Snantan ie School 1948, p. 36. 
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ther officially or 1n~1dentally in the spiritual realm. 

(ln judging the c.r.c. in this way, it must 

De remembered that there was sooe justification for the 

lack of religious emphasis. The C.I.C. was never intend-

ed to be a Christian mission program. Nor did the close 

connection with the Central Government permit it. Per-

80nnel were hired on their technical qualifications, pre-

sumably, not on the basis of their theology. However, 

in estimating the movemr:;nt's significance to the Church, 

this factor must be taken into consideration.) 

Thus, the C.I.C. is seen to be both an asset 

and a liability to the Church. After a brief discussion 

of the contributions which the ChristiHn Church has to 

offer the C. I. C., an attempt will 1)e made to determine 

whether the assets or the liabilities are in the pre-

ponderance and ~hat this means to the Church. 

c. The Possible Contri':'lu.tions of the Church to the 
o.r.c. 

rrhe Christian Church ce.n offer both material 

and spiritual aid to the C.I.C. No c1oubt the latter or-

ganiz.ation could put to good use Christian churches and 

schools in which to conduct their educational and train-

ing work, and thereby expand that phase of their progra.m. 

From the very early days of the c.r.c. •s history, there 

have been missionary leaders ~~rho have served in official 

positions. The movement would profit immensely if a 
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vast B.rmy of Christian laymen were evailable for d istri

bution throughout the existing societies, consecrated to 

the task of putting their Christianity in1;0 practice. 

But it is in the spiritual realm that the 

Church can make its unique contribution to the C.I.C. 

Without this, the material contributions of the Chris

tian movement are of little worth to any beneficiary. 

For this reason, money is not to be includec1 among the 

pos:3ible contributions of the Christian Church to the 

C.I.C. The indigenous church is not able to give help 

financially. Further, the mere giving of money has not 

helped and will not help to improve the moral caliber of 

the C.I.C, wnich is its basic lack. 

One of the ways in which the Church can give 

spiritual help to the C.I.C. is in the counseling of 

malad.lusted cooperators. Further, in the time of finan

cial crisis, when the worker sees his savings vanish 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 

is fully able to provide. 

The spiritual 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 it h::;,.s been overlooked by the i:lissionaries 

who have given of their time and substance to tne C.I.a. 

Until the men wno mB.ke up -cne rank and file of botn tne 
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administrative staff and the producing societies have 

been regenerated by the power of Christ, one cannot be 

sure of their moral integrity. The substitutes for it 

such as education in democracy and cooperation, or more 

stringent standards of charEJcter for membership have 

proven themselves unable to produce the cure. Christi

anity as it changes lives of men will engender in them 

firm loyalty, honesty, and true cooperation, and give 

them convictions to replace their rule of expediency. 

D. Sumoary and Conclusion 

Basically, the C.I.C. has been a social move

ment which seeks to bring to the Chinese peasant a pro

gram for establishing his financial independ.ence. The 

Church has offered a :9lan of personal rede~tion. The 

one is centered on the material needs of life; the other 

on the spiritual needs.. The cooperatives make no at

tempt to dictate or provide in the spiritual realm; while 

the Church has taken steps toward making provisions in 

the material realm. The C.I.C. has kept from involving 

the Church in its program; the Church has sought to a 

limited de~ree to adopt the cooperative system within 

its framework. 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 dependent 

on faith in a Divine Master. In the C.I.C., membership 

is granted upon recommendation plus payment of a fee; 

tne Church grants membership upon recommendation and pay

ment of no fee. The c.r.c. depends upon the practice 

of cooperation; the Church sows the seed from which co-

operation can develop. 

From this series of statements, one gains a 

picture of the supplementary relationship existing be-

tween the local units of the Chinese Industrial Coop

eratives and the Christian Church. 

Ideally, the two should be able to co-exist 

and add to the work of each other. Vvhile 1 t is not re

commended that the Church become a financial supporter 

of the movement, it does seem feasible that the local 

cooperative be given the encouragement of the local 

parish. 

If the society is deficient in Christian 

ethics, it offers a challenge to the Christians be-

longing to it as a place for applying their religion. 

The Chinese Industrial Cooperatives appears 

to have no inherent features which are objecti:mable, 

even to the high standards of Christianity. Its great 
·-~ -~ 

weaknesses have been those present even in the Church, 

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

quate sU}Jport. However, it lacks the one essential 

which the Church can provide. For the Church has the 
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means for changing that frailty into strength if the 

Church uses the power put at its disposal by its Lord. 
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CONCLUSION 

The purpose of this thesis has been to study 

the Chinese Industri Cooperatives in an effort to see 

their possible relationship and s ificance to the 

Christian Church. 

Chapter I sought to give an historical study 

of the cooperatives. The movement haC!. its birth in the 

spring of 1938, within nine months of the beginning of 

the lengthy Sino-Japs.nese Mr. Rewi Alley of 

Zealand soon became the motivating dynamic who spurred 

the enterprise on from that day until the present. Or

ge.nizational facilities were established and the support 

of the Central Government was assured. by the work of Dr. 

H.Ht Kung. 

The first cooperative WCJS e ablished iri the 

Northwestern section of China. Subsequently, the move

ment was organized throughout the major part of China, 

around seven regional offices and a central heaclqua.rters. 

A stua.y of the manner of operation of this 

a.dministration and of the two promotional c-;,gencies wb5.ch 

were established then followed. 

A series of tables was presented to give an 

indication of the tude of the movement in terms of 

membership, monthly production, ve.riety of industries 

at successive s. 

eluded the chapter. 

Some gleaning·s of recent data con

Together, they indicated a general 
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expansion and grovrth up to 1941, with many varieties of 

industry developed by the various cooperatives organized. 

After that time, the movement has dwindled in numbers 

and today operates on a much curte.ilecl program. 

Chapte~ II enurnera ted several of the note.ble 

features of the C. I. C. movement as found in the state

ment of purpose of the organization and the constitution 

under which the local societies operp,ted.. A study of the 

manner in 'Nhich a labor force was procured through the 

enlisting of the help of women and disabled soldiers 

followed. The three-fold training program, aimed at 

the individual cooperato~s, the leadership personnel, and 

the development of future leaders through the Bailie 

Schools was next o.iscussed. The welfe.re work carried 

on by the C.I.C. was also seen to be a significant fea

ture of the organizat.ion's program. The sources of in

c:Jme t%nd the way in which funds were distributed were the 

final items touched upon in the chapter. 

With the information gained from the studies 

made in the first two chapters, an evaluation of the 

C.I.U. was made in Chapter III. This attempted to point 

out the main elements of strength and weakness in the 

organization. r.rhe fact that the coopera.ti ves set forth 

to industrialize China by promoting the small shops in

stead of large factories was one of the strongest features 

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 societies themselves, though in the administra

tive part of the movement, its presence was not so no

ticeable. 

•rne way in whlcn the C. I. c. helped to relieve 

the war-time problems of refugee unemployment and short

age of essential materials is comrnenda.ble, as is also 

the way in which 1.vomen were given eaua.li ty with men. 

The welfare work, though small, \Vas seen to be note,ill'or

thy. 

The major weaknesses of the C.I.C. were seen 

to be in deficiencies in the rnoral caliber of its mem

bers and in some faulty orge.niz.ational factors. 

As a whole, the movement has been an agency 

1.:vhich made positive contributions to the Chinese labor

ers, but which never attained its full potentialities 

because of the deficiencies cited Hbove. 

Chapter IV was concerned with reaching an 

evaluation of the Chinese Industrial Cooperatives specif

ically in terms of their relation to the Christian Church. 

It 1.1\Tas found that the C. I. C. has been both an asset and 

a liability to the Church, but that the points of its 

weakness were those for which the Church had the only 

adequate answer. 

Thus, this study has presented reason for 

believing that the Chinese Industrial Cooperatives merit 

the interest and limited support of the Christian Church. 

Since the movement lacks a positive Christian message 
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it is not worthy of great expenditures of money. But 

insofar as the individual, local cooperative is a quite 

ideal plf.!.ce for putting Christianity into practice, it 

is deserving of the promotion of the Christian Church· 
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