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Preface.

The cause of the publication of this booklet was the
festival arranged by the Central Co-operative Bank on April
29th., 1927, on the ocecasion of the 25th anniversary of the
foundation of the first Finnish Credit Societies. (Like
these, the Finnish Credit Societies of later ‘date are
— exeept 10 or 20 — of the rural type, wherefore they are
called in this booklet Co-operative Rural Banks.) The main
part of its contents is derived from the lecture held on that
occasion by Professor Hanmes Gebhard. Various additions
have however been made and the second chapter is wholly
new.

The booklet was finally prepared for publication by the
Literary Seeretary of the Pellervo Society, Ilmar:i Rahola.

Office of the Pellervo Society.
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The Finnish Co-zoperative Rural Banks.

The great Swedish author and thinker Victor Rydberg
has likened the Christian Faith to a casket full of glittering
jewels. At long intervals someone succeeds in finding the
key to it, and opening it, takes out a new jewel from this
mysterious treasure, mankind’s inheritance and its source of
regeneration. In these words Vietor Rydberg expressed his
conviction of the undiminished power of the Christian Faith
to renew life and his belief that new forees capable of
exerting a regenerating effect on life continued to flow
from this mysterious spring of life.

A type of discoverer of these regenerating forees recently
brought before us is St. Francis of Assisst, the merchant’s
son whom, though a man of unusual bravery, his contempo-
raries regarded as a childish ecrank. As we know, he founded,
in the thirteenth century, an originally insignificant order
of mendicant friars. I'rom this beginning, however, there
grew a religious and philanthropic movement that spread
throughout the world, the significance of which as a re-
generating influence in cultural and even in economic life
is revealed all the more clearly as light is cast on it by
history.

I am inclined to regard as a similar discoverer to whom
the precious casket has opened the originator of the co-
operative rural bank movement, the German Friedrich
Wilhelsn Raiffeisen. He too had the openmindedness of a
child and only little actual education, and passed for long
in the eyes of the world for a crank, when on the whole it
paid any attention to him. Yet he had a devout Christian
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nature and a heart full of the warmest sympathy for the
hard fate of the poor and oppressed. And he too was to
become by grace of these qualities the originator of a great
movement that has since spread throughout the world, a
movement that aims at bringing into finance reforms in
keeping with Christian ideals.

In the forties, the crops in Raiffeisen’s neighbourhood
had failed so completely during a succession of years that
the small farmers, poor enough beforehand, were threatened
with starvation. Their distress was increased by the system
of unabashed wsury that still flourished in those parts at
the time. Thig induced Raiffeisen, who lived amongst them
in the capacity of a minor official, to found a species of-
Distress Society, which began to procure the necessities of
life on a co-operative basis, and even to maintain a common
kitechen. Having subsequently read in a pamphlet of the
co-operalive movement then spreading in France, Raiffeisen
began experimenting with the application of the new prin-
ciple to the credit conditions of small farmers. With his
exact knowledge of the needs and the economie and moral
failings of the poor, unenlightened peasants, he was
gradually able to obtain an idea of the kind of financial
institution that might be able.to raise them out of their
misery. Thus were evolved what are known as Raiffeisen’s
Principles of Co-operative Rural Banking: an insignificant
working ecapital, unlimited liability of all members in
respect of the debts of their bank, a cirele of member-
ship so small that all members are well acquainted with
each other, a strict choice of members to avoid the inelusion
of persons lacking in moral qualities, drunkards, liars, idlers
and all other persons negligent of their economic welfare,
the granting of means for productive ends only, careful
supervision that loans are really used for the purposes for
which they were berrowed, and finally, a loan period long
enough to be of benefit in the special conditions governing
agriculture.



Fig. 1. Co-operative rural banks in receipt of credit from the Central

Co-operative Bank in 1910. 374 banks.
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Raiffeisen was afraid to leave the supvervision of these
principles in aetual life to the small farmers themselves, but
attempted, where possible, to secure clergymen and other
persons with a high degree of eduction and culture to control
his rural banks.' For him it was essential that the (ferman
farmers, then at a low stage of development, should be
brought under the guardianship of the banks, in order
that they might improve their position with the help thus
provided.

Such banking principles were naturally so strange to
contemporary hankers, as they still are to many of our own
day, that Raiffeisen was regarded — as I said — as an un-
practical dreamer. Aectually, however, his rural bank prin-
ciples were, for all their simplicity, nothing less than genial.
They have wshown themselves suited to the most varied
agricultural demands, the most varied geographical and
social conditions, the most varied stages of ecivilization and
the most varied races. And consequently, we find that rural
banks of purely Raiffeisen type or of so little variation as
not to matter®have spread, not only in Germany, where there
are now over 20,000 in existence, but to every KEuropean
country and even to Africa, Asia, Japan and finally to
America, making the co-operative rural bank movement a
world movement worthy of consideration in the field of
ecconomic activity.

The number of Raiffeisen rural banks in the world is
already assessed at about 100,000, and in many countries
they continue to show a great increase for every year that
passes.

Originally, the rural bank developed by Raiffeisen was a
fully independent undertaking, in no wise connected with
the Government, and in many countries this continues to be
the ease. But in other ecountries it has shown itself to be
such an admirable aid to a State soecial policy, that in these
it enjoys State assistance in some form or other and in

larger or smaller degree.
*
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Fig. 2. Co-operative rural banks which received their first credit
from the Central Co-operative Bank 1911— 1920. 228 banks,
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To Finland the co-operative rural hank movement spread
exactly twenty-five years ago. The cause of its introduction
here was the same misery that had afflicted Raiffeisen’s
home district. Amongst the poor small farmers of East
Finland, undeveloped also in a moral sense, a pitiless usury
was being practised which-awakened at last the attention
of certain patriots and then of the Government. Similar
reasons, unduly high rates of interest, such as have prevailed
here after the Great War, are responsible for the Finnish
co-operative rural bank movement’s having attained in recent
years to its present proportions.

In the development of the Finnish co-operative rural bank
movement it is possible to distinguish between three phases.

The first phase lasts from the founding of the Central
Co-operative Bank in 1902 to 1910. It was a time of moderate
growth, about 50—60 rural banks being formed on an
average per annum. As shown by Fig. I (p. 7), they were
founded chiefly in Karjala and Savo, thus in those very
distriets whence the worst reports of poverty and usury had
come.

The seecond phase, from 1911 to 1920, was partly a time
of retrogression, as it proved necessary in those years to
winidd up a considerable number of badly-managed rural
banks, and in addition the Central Co-operative Bank fell
into disfavour with the Russian authorities of those days.
Nevertheless, in spite of these drawbacks, the movement
continued to spread, though slowly: the number of new
rural banks founded averaged only about twenty a year.
The locality of the banks founded during this period
is shown in Fig. 2 (p. 9). It will be observed that they
were scattered fairly. evenly over the country. Special
attention is merited by South-west Finland, where the
crofters, then in process of becoming independent, were
beginning to awake, and by the southern part of the Pro-
vince of Oulu (South Ostrobothnia) where the crops had
once more failed.






