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Abstract. This is an English translation of Chapter 14 “General Principles of Agricultural
Cooperation” from the textbook published in Russian by the agricultural economist
B.D. Brutskus in Germany in 19232. Boris Davidovich Brutskus (1874-1938), a liberal
economist, always emphasized the importance of the multi-structured national econo-
my in which various social institutions can have goals and values different from those
of entrepreneurial enterprises of the capitalist market economy. Brutskus recognized
the specificity of agriculture compared to other economic sectors, in particular the dif-
ferent organization of the peasant economy and the capitalist enterprise. Thus, he was
a like-minded colleague of scholars from Alexander Vasilyevich Chayanov’s organiza-
tion-production school. The Soviet government declared Brutskus a reactionary bour-
geois economist and expelled him from the USSR in 1922 for his profound and witty cri-
tique of the political-economic foundations of the socialist economy?.

While in exile, Brutskus presented his agrarian-economic views as a textbook on agri-
cultural economy. In both Tsarist Russia and Soviet Russia of the 1920s as a primar-

ily agrarian country, such textbooks were very popular. Brutskus’s textbook had two
distinctive features: first, since the author was an agronomist by basic education, he
placed a strong emphasis on agricultural biological processes in relation to agrarian
economy; second, two final chapters of the textbook focused on agricultural coopera-
tion, which was also unusual for textbooks that certainly included information about co-
operation, but not in such large volumes and not in such a structured manner.

Brutskus’s textbook attracted attention not only in the Russian emigrant communi-
ty, but also in Soviet Russia, where it was reprinted and widely used in universities un-
til the start of collectivization in 1929, despite the fact that the author was in exile and
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had been declared an enemy of Soviet power. However, in the USSR the textbook was
published without two last chapters on cooperation due to Soviet censorship. Brutskus
commented on this ban in the article on cooperative ideology published in the Ger-
man newspaper in Russian: “Recently, the Soviet government showed minimal liberali-
ty towards my academic work. After 15 months of censorship, my course on agricultur-
al economy was cleared for publication®... But in one respect censors showed extreme
intolerance: two chapters on agricultural cooperation were cut from the first page to the
last. Although there is nothing specifically political in these chapters. However, the Bol-
shevik censorship could not accept my description of cooperation as a unique principle
of economic construction, different from socialism”>.

According to Brutskus, cooperative social institutions — a special economic
phenomenon, a unique third force, different from institutions of both capitalist and
state-controlled, socialist economies; however, cooperation always faces the risk
of being incorporated and absorbed by both market entrepreneurship and state
bureaucracy. The past hundred years seem to have convincingly confirmed many of
Brutskus’s ideas of cooperation and his concerns about the distorting influence of both
capitalism and socialism on cooperation. We publish this chapter from Brutskus’s book
in English as a still-relevant example of the classic legacy of Chayanov’s school from its
golden age.

Key words: cooperation, agrarian policy, market, peasantry, capitalism, socialism

1. Entrepreneurial economy and the reaction against it

In most countries, the involvement of the peasant labor economy in ex-
change relations and its transformation into the main supplier of ag-
ricultural products for the market, which pushed capitalist agriculture
into the background, was significantly facilitated by the successful de-
velopment among the peasantry of a unique economic organization
of the new era — the cooperative. In very many cases, the peasantry
would undoubtedly have failed to solve the problems created for them
by the market without cooperative organization. Given the great signif-
icance that cooperation already has in the life of the peasantry and even
greater significance it is destined to acquire, we consider it necessary to
conclude the book by deseribing this new phenomenon of economic life.

The contemporary exchange economy is a complex interaction of enor-
mous masses of economic entities. Only in their primitive forms exchange
relations are visible to their participants and the producer-consumer con-
nection can be direct. The peasant can sometimes deliver milk directly to
the consumer, the craftsman can make boots to the peasant’s order. But
when exchange relations expand, they become completely boundless, and
the direct producer-consumer connection cannot be preserved. A batch

4. Brutskus B. D. (2024) On cooperative ideology. Steering Wheel, no 1103,
July 22, p. 2.

5. Chapter 14 “General Principles of Agricultural Cooperation” and Chapter
15 “Specific Types of Agricultural Cooperation”: Brutskus B. D. (1923)
Agricultural Economy: National-Economic Foundations, Berlin: Publishing
House “Cooperative Thought”, pp. 316—360.
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of peasant grain merges with numerous other batches, is ground in some
large mill, and as part of a huge batch of flour reaches quite distant con-
sumers. Peasants buy mineral fertilizers at a warehouse, but they did
not agree to order a large batch to a given area and perhaps do not even
know where fertilizers were delivered from. Hundreds, even thousands of
workers work harmoniously on a sugar latifundia, but they did not agree
to come to this estate to work and did not divide work among themselves.

This complex interaction of enormous human masses, which ulti-
mately turned the entire globe into a certain unity, became possible
because society acquired entrepreneurs who organize such interac-
tion. Their functions consist primarily of mediation between produc-
ers and consumers, who are spatially separated and cannot be direct-
ly connected. Entrepreneurs concentrate in their hands the goods of
small producers to make large batches, to send them to places with
greater need for such goods than at the place of production and, con-
sequently, with higher value, and finally to distribute goods among
consumers willing to pay the highest possible price for the product.
These functions are usually distributed among entrepreneurs — the
buyer, the wholesaler, and the shopkeeper. The trader is a prerequi-
site for the transformation of exchange economy from the small-dis-
trict type, in which the producer is still in direct contact with the con-
sumer, to higher types of national and world economy.

The entrepreneur’s strength is determined not only by his orga-
nizational functions but also by capital at his disposal, which is nec-
essary to concentrate goods in large quantities and is due to a con-
siderable period between leaving the producer’s hands and getting to
the consumer’s hands. In industry, the role of the entrepreneur is not
limited to regulating exchange — he often goes further, making pro-
ducers dependent on him and ultimately concentrating them as work-
ers in his large-scale production.

In agriculture such concentration is impossibleb. In agriculture,
large-scale production developed from the landowner’s household
economy — first in the form of corvee economy, which gradually

6. P. 1. Lyashchenko in Essays on Economic Evolution (vol. I) tries to present
the peasant economy selling its grain to the buyer as a national form of
capitalist production. This idea does not correspond to reality, since it
completely ignores the nature of the peasant economy as excluding the
possibility of its complete subordination to the buyer. First, the semi-natural
character of his economy makes the peasant to a certain extent independent
of the economic environment in satisfying his basic needs. Second, products
of the peasant economy and its means of production are too diverse for one
buyer to manage the sale of all these products and the supply of all these
means. Finally, the very nature of the market for agricultural products
excludes the possibility for the peasant to be connected to it through only
one buyer. The German scientist Biicher, who was the first to describe the
national form of capitalist industry, considered it a stage in the development
of industrial but in no way agricultural production.
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transformed into capitalist economy with its own equipment and free
labor. Capitalism with its profit-seeking entrepreneurs created the
contemporary exchange economy. Since conditions favored the devel-
opment of the exchange capitalist economy, there was a huge growth
in productive forces and in the population density; the level of mass-
es’ well-being in the advanced capitalist countries did not fall but
increased.

However, already in the first half of the 19th century, negative as-
pects of the entrepreneurial economy were recognized. The benefits of
this economy’s successes were used one-sidedly by capitalists, which
was more possible at the early stages of exchange economy. Capital was
scarce and expensive, risk was great, because the insurance business
had not yet been established and competition between capitalist entre-
preneurs was insufficient, — all this increased the income of the capi-
talist entrepreneur, leaving other classes with a small part of benefits of
developing exchange economy. When the economically strong capitalist
entrepreneur confronted unorganized workers or small producers, they
did not always succeed in defending remuneration according to the mar-
ginal productivity of their labor; most importantly, the economy was built
on saving (low) wages. Finally, capitalism was blamed for crises — con-
stant companions of the developed exchange economy.

All this gave rise, on the one hand, to the socialist movement, which
sought to radically reorganize the existing social order through state
power, and, on the other hand, to many institutions that were supposed
to correct the system of free competition (trade unions, factory legis-
lation, workers’ insurance, and municipal socialism). The cooperative
movement is one of such movements that aimed at integrating into cap-
italist economy and gradually transforming it from within.

2. The essence of cooperation

The task of the cooperative movement is to create cooperatives which
we define as collectively organized enterprises, whose members strive
to satisfy their specific economic needs autonomously, i.e., indepen-
dently of entrepreneurs.

As enterprises, cooperatives are subject to the economic principle;
they are to provide benefits to their members, and such benefits can
be monetary. Cooperatives satisfy economic needs of their members
and can provide services to non-members but not for income, while
the goal of the entrepreneur is to get income by satisfying econom-
ic needs of others. The inner essence of the cooperative determines
some features of its organization, reflecting the collective nature of
such enterprises. However, cooperatives often take the external form
of capitalist enterprises, or, on the contrary, capitalist enterprises
take the external form of cooperatives, which is why only the nature
of the goals pursued sometimes allows us to distinguish a coopera-
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tive from a capitalist enterprise?’. People of different classes can sat-
isfy their economic needs on a cooperative basis, but cooperation is
of the greatest importance for the economically weak, and the coop-
erative movement is predominantly democratic.

3. Benefits provided by the cooperative to its members

Since the start of the cooperative movement, its initiators believed
that it was intended to destroy the profits of capital, i.e., the coop-
erative was primarily to create its own social capital, which would
make it independent of the money market. However, efforts to create
a working capital that fully satisfies the needs of the cooperative are
too burdensome for its members and in fact unnecessary. Interest
on capital is a logical economic category, and the cooperative cannot
eliminate it from economic life. The task of cooperation is to trans-
form capital from the manager of enterprise into its service force.

At the same time, the cooperative can make savings on other ele-
ments of capitalist profit for the benefit of its members. Thus, members
of the cooperative take on its risk, eliminating the entrepreneur’s re-
ward for overcoming such a risk. When the risk essential for the cap-
italist is distributed among many cooperative members, it becomes in-
significant for each of them. At the same time, the cooperative with its
entire organization strives to reduce this risk. The credit association is-
suing loans runs less risk than the capitalist due to moral ties with its
members, which the capitalist does not have. The consumer association
is more confident that its members will buy its goods than the shop-
keeper, because the consumer society has internal ties with its mem-
bers, which the shopkeeper does not have. If the risk is determined by
such insurmountable external conditions as the world market, if market
conditions change quickly and dramatically, the corresponding industry
is generally not suitable for cooperation, because successful regulation
of its economic activity requires such determination and speed of action
that cannot be expected from a cooperative organization.

Since the cooperative works with other people’s capital, the interest
paid is made up of remuneration for capital and remuneration for sub-
jective risk. To minimize this risk, the cooperative is based on mutual re-
sponsibility of its members for its obligations. In the early days of the
cooperative movement, it was recommended to make this responsibility
unlimited, i.e., members were to be liable for the partnership’s obligations
with all their wealth. However, cooperatives have proven to be so econom-
ically sound that the need for members’ unlimited liability disappeared
with the development of the cooperative movement. Well-organized coop-

7. Cooperation is often defined by the external organizational features, which
is insufficient.
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eratives provide cheap credit from the masses’ savings and through their
central institutions use cheap credit from the capitalist money market.
In addition to the fact that cooperative members, who have taken
over the risk of the enterprise, receive the same compensation for it as
capitalists, they can also save on the remuneration that the entrepre-
neur receives for managing the business (entrepreneurial income). En-
trepreneurial functions are to some extent performed by all members
of the cooperative at general meetings and by the elected members of
its council and board, who work either for free or for minimal pay. If
the cooperative does need a paid economic manager, he is cheap for it.
Cooperation destroys monopoly of capitalists and their trusted ones on
the economic management of society and democratizes the economic-
entrepreneurial spirit, thus getting the opportunity to recruit manag-
ers from a wider social circle and reduce costs of entrepreneurial labor.
However, advantages of cooperation are not only that its mem-
bers get a part of profit as a reward for risk and a certain saving
on entrepreneurial income. The most important types of coopera-
tion have the capacity for internal growth or at least for partial co-
ordination of actions, which ensures for cooperation all advantages
of the largest capitalist enterprises. In capitalist production, there
is also a strong trend toward concentration of production, which in
general corresponds to the interests of national economy due to a
reduction in production costs. But this trend is opposed by the inter-
ests of individual entrepreneurs, which slows it down considerably.
In most cases, the stronger enterprise should break the weaker en-
terprise in a competitive struggle to concentrate production; only at
higher stages of capitalist development, there is a voluntary merg-
er of large enterprises into trusts, syndicates and cartels, but so-
ciety does not always benefit from this. The expansion of coopera-
tives or coordination of their activities does not encounter obstacles
in the interests of individual entrepreneurs, which quickly provides
cooperative members with all benefits of the large enterprise. Thus,
consumer societies unite to make joint purchases, credit unions es-
tablish cooperative banks to move their funds and enter the mon-
ey market, dairy unions expand and unite to organize the sales of
their products in distant markets. The same competition between
entrepreneurs, in which consumers are not interested, determines
high advertising costs, ultimately falling on the price of the product;
there is no such competition and corresponding costs in cooperation.
In the national-economic perspective, the task of the capitalist en-
terprise is to satisfy certain economic needs of society. But for the
capitalist, satisfying the economic needs of society is only a means
to achieve his goal — the greatest profit. Thus, the entrepreneur’s
interests are in some antagonism with his society’s interests, which
makes it extremely difficult to solve many problems. The buyer, es-
pecially the rural one, when dealing with the small trader, cannot be
confident that he receives goods of proper quality, not counterfeit;
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such confidence is extremely necessary when buying means of pro-
duction, for instance seeds and mineral fertilizers. On the other hand,
the owner of a capitalist dairy cannot be confident that peasants feed
cows properly, supply good milk and do not adulterate it. If peasants
do not treat the matter conscientiously, the quality of milk will be low,
and it will be valued accordingly by the market. Thus, the capitalist
organization can only to a very small extent promote mineral fertil-
izers or dairying among peasants.

Moreover, there are economic problems that cannot be solved at
all given the inevitable introduction of antagonistic interests into the
economic organization by the entrepreneur. In the insurance business,
since it is organized capitalistically, there is a risk that the insured
would be careless about possible accidents and in certain cases may
even consider advantageous to organizing an accident. In life insur-
ance, such fears are impossible; in fire insurance the capitalist entre-
preneur should constantly be on guard against this very real danger;
cattle insurance cannot be organized at all without cooperation, giv-
en the antagonistic interests of the insurer and the insured. Coop-
eration makes this problem solvable: close ties between cooperatives
are a guarantee against abuses that cannot be eliminated not only
by capitalist but also by local-government organization of insurance.

All benefits of the cooperative for its members can take the form of
profit, although this term can be applied to the cooperative only con-
ditionally, by analogy with the capitalist enterprise in which profit is
something unlimited like monetary income of the entrepreneur. How-
ever, income of the cooperative is income of its members, and it is not
clearly defined. A consumer society can sell goods to its members at the
same prices as a capitalist store; by the end of the year, it will accumu-
late a large profit which will be distributed among its members. On the
other hand, a consumer society can sell goods to its members at prices
lower than in a capitalist store; at the end of the year, it will have little
profit, nevertheless, the cooperative will still be profitable for its mem-
bers. The task of the cooperative is not to make profit but to cheaply
and perfectly perform certain economic functions for the benefit of its
members; concentration of a certain part of income in its cash register
is advisable for economic consolidation but not essential.

Although the basis of the cooperative movement is formed by co-
operatives, from which members receive quite definite, measurable in
money and therefore real benefits, this movement is not limited to co-
operatives. Solidarity of the cooperative movement is also expressed
in the creation of other institutions which show certain connections
with economic activities, but their significance is not limited to mon-
etary income. For instance, activities of agricultural cooperatives lead
to the creation of agricultural societies and syndicates, which unite
rural population to discuss agricultural issues, organize lectures, con-
duct experiments, etc. Cultural activities are developed collectively,
promote and strengthen the idea of cooperation: in essence, the eco-
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nomic strength of the cooperative is based on the conscious attitude
of its members to the matter, on the level of their culture.

Unlike capitalism building economic life on the basis of personal
interests, the cooperative movement strives to solve economic prob-
lems on the basis of solidarity and collective interests. This brings
to the forefront of economic life those social feelings that previous-
ly played a very modest role, making very clear their real signifi-
cance. Raiffeisen, the founder of agricultural cooperation, opened its
credit offices on the basis of the assumption that members of their
boards and councils would work for free. His idea was realized, and
the grand building of the German agricultural cooperation was based
on the unpaid work of board members.

4. The relationship of cooperation with socialism and capitalism

Cooperation and socialism arose from the same motive — to limit the
power of capital in economic life, but the paths of these two move-
ments to this goal are profoundly different. Socialism gravitates to-
ward organizing the economy with the coercive force of the state,
while cooperation is based on voluntary associations. Thus, the con-
sistent construction of socialism is difficult to combine with cooper-
ation; therefore, at the stage of its greatest development in Russia,
communism partly destroyed cooperation and partly transformed it
into an official body of the state power.

As for capitalism, although cooperation strives to rebuild society
on its own principles, the coexistence of capitalist and cooperative
organizations within one free exchange system is completely normal.
Just as capitalist organizations compete with each other, they com-
pete with cooperative organizations, and gradually under this compe-
tition capitalism and cooperation strengthen in performing those eco-
nomic functions they are best adapted to.

5. Cooperation and the state

Initiators of the cooperative movement treated state aid with great
caution, because their main idea was self-help of cooperative mem-
bers. External support could deprive the cooperative of what should
constitute its strength — weaken the initiative of its members. And
indeed, there are cases in the history of cooperation when benevolent
aid of the state harmed cooperation. Thus, the French government,
wishing to help the agricultural cooperative movement, provided it
with an interest-free loan, which ultimately prevented the strength-
ening of cooperation, because the cooperative movement, spoiled by
this interest-free loan, did not bother to attract people’s savings by
paying certain interest, but only these savings can create a solid ba-
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sis for cooperation. Another danger of state aid is that the state can
exert pressure on cooperation in its own interests. The cooperative is
to serve the interests of its members, while the state power can rep-
resent class interests alien to the interests of cooperative members.

However, cooperation almost nowhere managed to maintain the
firm position of not using state aid. Every new production organiza-
tion in the first steps of its development needs external support, which
capitalism also enjoyed in the first stages of its development.

As for Russia, capitalist industry was directly imposed by the gov-
ernment in the first half of the 18th century, which implies that co-
operation, uniting democratic strata of population, has the right to
claim state aid. However, cooperation must not let its guard down in
order to prevent the state from imposing on it alien tasks and weak-
ening its internal principle of self-help.

6. Organization of cooperative management

According to the cooperatives’ goals, their management is organized
on the following principles: the main manager of business is the gen-
eral meeting of members; the general meeting selects a board for ex-
ecutive functions and a council for control and other regulatory func-
tions. As a rule, members are equal; if the scope of their rights is not
the same, differences are determined not by capital contributed but
by real participation in the cooperative, for instance, the influence of
members in a consumer society can depend on volume of supplies, in
a dairy partnership — on amount of milk delivered.

7. Bases for classifying cooperatives

Cooperatives can perform various economic functions: some promote
the cheapest and most perfect organization of consumption, others —
successful development of small-scale production or the most profit-
able use of labor of members. Cooperatives serve the interests of vari-
ous classes: proletarians, employees, peasants, artisans, small traders.
However, certain economic tasks and services to certain class-
es cannot be a sufficient basis for classifying cooperatives, since the
same cooperative can serve different needs and different classes. For
instance, the rural consumer society ensures the proper organization
of consumption and usually also supplies its members with means of
production. The credit partnership serves mainly small-scale produc-
tion but also partly the needs of consumption. The urban consumer
society often serves people from diverse classes — workers, small em-
ployees, artisans, etc., which also applies to credit partnerships. Nev-
ertheless, the study of the cooperative movement from the perspec-
tive of its specific functions or classes it serves can be quite useful.
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Classification of cooperatives should be based on their internal
structure, and from this perspective, there are three clear groups of
cooperatives. Two of them are cooperatives whose members strive to
autonomously satisfy their needs in the sphere of circulation. On the
one hand, these are associations of buyers, in relation to which the
cooperative is a seller. On the other hand, these are associations of
sellers, in relation to which the cooperative plays the role of a buy-
er. Associations of workers, in relation to which the cooperative is an
employer, are of a profoundly different nature.

Cooperatives from the sphere of exchange can invade the sphere
of production. Thus, a consumer society may not limit itself to sell-
ing ready-made bread but prefer to buy flour and open its own bak-
ery or even buy grain and grind it in its own mill. In the same way,
rural owners united in a cooperative may find it unprofitable to sell
milk together and prefer to process it in a collective dairy. However,
this does not change the fundamental nature of these cooperatives
and does not bring them closer to the workers’ cooperative.

Let us imagine a dairy of a consumer society, a cooperative dairy
of peasants, processing their milk for sale as butter, and a dairy es-
tablished by butter makers for the most profitable use of their la-
bor. All three dairies may be physically identical, but their econom-
ic nature will be extremely different. The dairy of a consumer society
aims at delivering butter to its members at the lowest possible prices;
therefore, it should buy milk as cheaply as possible and process it as
cheaply as possible. The dairy of cooperative peasants aims at paying
its members the highest possible prices for milk; therefore, it should
process milk as cheaply as possible and sell butter as expensively as
possible. And the cooperative of butter makers aims at paying the
highest possible wages for processing butter; therefore, it should pay
for milk as cheaply as possible and sell butter as expensively as pos-
sible. In the first two cases, butter makers are hired workers of the
cooperative; in the third case, the dairy belongs to its workers.

Success of cooperative development depends on the solidarity of the
interests of cooperative members and on the complexity of demands that
the cooperative organization makes on them. Thereby, cooperatives can
be divided into buyers’, sellers” and workers’ cooperatives. The interests
of buyers are generally solidary; the larger the purchases, the more prof-
itably they can be made. At the same time, buyers’ cooperatives make
the least demands on their members in terms of discipline.

The degree of solidarity of the interests of members of the sell-
ers’ cooperative can be very significant in a broad market where the
quantity of the cooperative’s products is negligible. On the contrary,
if the market can hardly accommodate the cooperative’s product, the
solidarity of sellers’ interests can be violated: it may be advanta-
geous for each of them to take over the market behind the backs of
fellow members. The sellers’ cooperative makes great demands on
its members: they should not be tempted by random profitable op-

RUSSIAN PEASANT STUDIES - 2026 - VOLUME 11 - No 1

15

B. D. Brutskus
Agricultural
Economy:
National-Economic
Foundations.
Chapter 14.
General Principles
of Agricultural

Cooperation



16

TEOPUA

portunities to sell a product outside the cooperative. The coopera-
tive also makes certain demands on the quality of products deliv-
ered by its members.

Finally, workers’ cooperatives face the greatest challenges. Any
production requires a more or less complex division of labor and a
more or less complex hierarchy, which presupposes differentiated pay-
ment for team members and determines many antagonisms between
them. Since the workers’ cooperative covers almost the entire eco-
nomic activity of its members, it demands great discipline from them.
In general, production is easily organized by the capitalist, who con-
cludes an agreement with each worker and authoritarianly assigns
all workers certain places in the production hierarchy; it is extreme-
ly difficult to create such an organization based on a collective agree-
ment. Although at the initial moment of the cooperative movement
labor cooperation was at the center of attention with the greatest
hopes placed on it, labor cooperation did not justify these hopes at
all, and only buyers’ and sellers’ cooperatives acquired serious sig-
nificance in economic life, showing a strong trend toward penetrat-
ing the sphere of production.

Our task is to characterize agricultural cooperation, i.e., cooper-
ation that serves the farmer, primarily the small one, as a producer.

8. Schulze-Delitzsch and the history of the urban petty bourgeois
cooperation

Cooperation designed to serve the small producer first developed in
the West, in the city, among artisans, because this environment is
more cultural and open to innovation. Somewhat later, cooperation
spread in the more inert environment of farmers. However, once it
penetrated the village, it finds a more solid ground here than among
urban artisans or small traders.

The guarantee of the strength of agricultural cooperation is that
peasants are not competitors but potential partners in production.
The market for agricultural products is unlimited compared to the
quantity of products that each farm or even a significant group of
farms can supply. The size of production of an individual owner or
even a significant group of owners is almost predetermined by the
land area. Thus, the interests of peasants not only as buyers but also
as sellers are solidary, which provides extensive prospects for agri-
cultural cooperation. On the contrary, artisans usually face a limit-
ed market that each of them can take over by expanding production.
Artisans are competitors, which clips the wings of craft cooperation
that has not justified the great hopes placed on it.

The most important factor of the normal development of small
economy is credit. The lack of working capital is the main factor caus-
ing or accelerating the decline of small economy. Therefore, the start-
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ing point for the development of agricultural cooperation is the sys-
tem of credit societies established by Raiffeisen in West Germany in
the 1860s in the interests of small peasants.

Raiffeisen’s predecessor was Schulze, interested primarily in the fate of
artisans. Schulze, who added to his surname the name of his hometown
(Delitzsch), where he began his public work, was a liberal; he hoped that
on the basis of free initiative it would be possible to strengthen the eco-
nomic position of artisans to such an extent that competition with facto-
ry production would not be a threat to them, and eventually they would
develop cooperative production. Schulze-Delitzsch began his work in the
1840s with the organization of credit offices on the principle of charity, but
soon he realized that nothing significant could be done for the artisan class
on this basis. Only observations of attempts at mutual assistance among
German artisans led Schulze-Delitzsch to the right path to solving the
problem. Artisans quite often united for joint purchases of raw materials
or on the principle of joint responsibility to get a loan for such purchases.
This led Schulze-Delitzsch to the idea that it was necessary to separate
the task of helping those in poverty, because they had no viable produc-
tion, from the task of helping those with viable production. The task of
helping the former was charitable, while the task of helping the latter was
economic, and Schulze-Delitzsch focused his energy on the second task.

Initially he aimed primarily at promoting raw materials, sales and
production partnerships, and only in addition to them organized credit
partnerships to supply the above-mentioned partnerships with funds.
However, it was precisely credit partnerships that had lasting suc-
cess and that Schulze-Delitzsch managed to organize on solid prin-
ciples. Soon he realized that artisans, farmers and merchants with
viable production, even if each of them had very modest collateral se-
curity, could get loans if bound by collective liability. Given the nov-
elty of the matter, initially Schulze-Delitzsch demanded that this li-
ability be unlimited. Moreover, to ensure a solid basis for the credit
partnership, its members were to make fixed capital from their con-
tributions and shares and subsequently, by adding a share of profits
to fixed capital, to strive to increase it in every possible way. Fund-
ing for the partnership can be largely obtained from workers — by
attracting their savings. Therefore, Schulze-Delitzsch credit societ-
ies have a dual function — they are credit-saving: they supply work-
ing people with working capital and at the same time teach them to
save money. To attract deposits and get loans, interest is to be paid;
therefore, credit transactions are to be interest-bearing. People with
profitable production cannot be afraid of paying interest, because they
put funds into circulation in their production and return money with a
profit. Interest charged on credits should be higher than interest paid
on deposits and loans, since the surplus covers expenses and ensures
dividends to strengthen the partnership’s capital. Thus, Schulze-Del-
itzsch strove to provide his credit societies with such an organization-
al form that would best meet the needs of the urban petty bourgeoisie.
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During the 1850s, Schulze-Delitzsch’s work on creating urban co-
operatives was so successful that in 1859 he organized their first
congress and founded their union which still exists today (Allge-
meiner Verband der deutschen Erwerbs- und Wirtschaftgenossen-
schaften — General Association of German Commercial and Eco-
nomic Cooperatives).

At first, the Prussian government was hostile to Schulze-Del-
itzsch’s activities and created many obstacles to his work, taking
advantage of the absence of a civil-law basis for recognizing coop-
eratives as legal entities. Schulze-Delitzsch wanted to develop the
cooperative movement only on the self-help basis and did not seek
government assistance. Only in the mid-1860s, the government deci-
sively changed its attitude toward Schulze-Delitzsch’s activities, and
in 1868, under his influence, adopted the first cooperative law which
was quite liberal and became a model for other countries.

9. Raiffeisen and the history of agricultural cooperation

The founder of agricultural cooperation, Raiffeisen, was a deeply re-
ligious person, and it was even more difficult for him than for Schul-
ze-Delitzsch to give up the idea of helping the peasantry on the basis
of Christian charity. However, his acquaintance with the successful
activities of Schulze-Delitzsch convinced him that workers could im-
prove their situation only through self-help and that self-help insti-
tutions should have a completely different structure than the char-
itable ones. Nevertheless, Raiffeisen did not copy the structure of
Schulze-Delitzsch’s credit partnerships but made significant chang-
es to it. While Schulze-Delitzsch aimed at the possible expansion of
the partnership so that it would include as many members as possi-
ble, Raiffeisen demanded localization so that the area of the partner-
ship’s activity would be as small as possible, for example no more
than a parish. Unlike Schulze-Delitzsch, Raiffeisen considered coop-
erative shares harmful and had the same negative attitude towards
dividends. In his opinion, dividends could lead to the degeneration of
credit unions into small joint-stock banks, which did happen to some
of Schulze-Delitzsch’s partnerships. Later, under the legislative pres-
sure, Raiffeisen introduced share contributions but sought to reduce
them to a minimum; all profits were to cover the costs of forming an
indivisible “founding” fund intended for public benefit purposes.
Raiffeisen wanted to ensure that life of the cooperative was im-
bued with certain moral principles and a religious spirit, which is why
he insisted that members of council and board work for free. Loans
were not to be issued on formal grounds — the board had to delve
into the needs of members and, if possible, guide them in economic
activities. Therefore, credit can be not only short-term, as Schulze-
Delitzsch insisted, but also long-term. The credit cooperative should
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not be limited to credit functions but should become an integral co-
operative, organizing joint purchases, collective sales of products and
their processing, and guiding technical progress of the peasant econ-
omy, while Schulze-Delitzsch defended specialization of the coopera-
tive’s functions. Raiffeisen insisted on the principle of unlimited lia-
bility with even greater persistence than Schulze-Delitzsch.

Since the 1860s, due to Raiffeisen’s efforts, rural credit offices
spread rapidly in West Germany. From the very first steps of the
cooperative movement, Raiffeisen began to merge these offices into
provincial cooperative banks and in 1876 replaced them with a single
central bank (Landwirtschaftliche Zentral-Darlehenskasse) in Neu-
wied. At the same time, he founded a general union of his coopera-
tives. Raiffeisen used the Central Bank and this Union for the most
consistent and strict implementation of the basic principles of his co-
operative movement, in contrast to Schulze-Delitzsch, who allowed
cooperation to develop more freely.

Schulze-Delitzsch and Raiffeisen had a heated debate about the
principles on which cooperation should be built, and each of them in-
sisted on the general validity of his approach, although developed co-
operation in different environments. Schulze-Delitzsch worked with the
urban petty bourgeoisie, which had a higher level of culture and lit-
tle need for external guidance and was accustomed to the fast urban
money circulation. Raiffeisen focused on poor elements of the peasant-
ry, who were just beginning to master modern technologies. These el-
ements needed much more careful guidance and some assistance from
the rural intelligentsia, and this assistance is possible only provided a
certain spirituality of the entire cooperative movement. In agriculture,
it was impossible to do without long-term credit which requires more
attention and control of the board over the use of funds than short-term
credit. Raiffeisen organization met all these requirements: localization
made strict control over loans possible, created a certain intimate atmo-
sphere, made it possible to use free labor of board and council members,
which would have been difficult to pay for; such control ensured secu-
rity of long-term loans. Insufficient cultural forces required unification
of all forms of cooperative work around the credit office.

Raiffeisen intended to turn his cooperative principles into unshak-
able dogmas and to enshrine them forever with the help of his cen-
tral organizations, demanding strict adherence to these principles.
As German agricultural cooperation grew stronger and the coopera-
tively united peasantry gained self-confidence, peasants needed less
and less guardianship. Thus, the cooperative movement needed more
flexible organization. In particular, the principle of unlimited liability
constrained cooperation, which explains why the Hessian Union of
Agricultural Cooperatives, which was founded in the 1880s on more
flexible liberal principles, gradually turned into an all-German union,
pushing Raiffeisen organization into the background. Nevertheless,
Raiffeisen is credited with the great world-historical merit of bringing
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to life the idea of agricultural cooperation. He solved the most impor-
tant problem — proved that the peasant economy through self-help
could obtain capital, enter the path of technical progress and adapt
to the market demands; proved that the basis of the peasantry’s eco-
nomic strength could be their labor savings. These ideas made a huge
impression and were followed in other countries.

Nevertheless, the paths of the development of cooperation in each
country and even in each region are unique due to the infinite diver-
sity of both natural and economic conditions. In some countries, the
starting point of this development was not the credit partnership, since
there was no urgent need for credit everywhere. In France, the village
was so rich in savings that the need for credit was not acute. In Italy,
urban people’s banks that developed in the 1860s extended their activi-
ties to the village. In both France and Italy, the starting point of agri-
cultural cooperation were syndicates, i.e., professional organizations of
agricultural population. In the same way, in Denmark, the problem of
credit in the village had already been more or less satisfactorily solved
by parishes supported by urban savings banks, and the starting point
of the cooperative movement in agriculture were cooperative dairies.

10. History of agricultural cooperation in Russia

Russian intelligentsia, sensitive to all advanced movements of the
West, immediately noticed the fruitful activity of Raiffeisen and tried
to develop similar credit-savings partnerships. In 1871 in Moscow, the
Committee on Rural Credit-Saving and Industrial Partnerships was
created to develop the cooperative movement in Russia; its branch in
Petrograd was especially active. In the 1870s, some zemstvos became
interested in small credit, and with their assistance almost 1,000 cred-
it offices were opened. However, the Russian peasant economy was
not sufficiently involved in exchange relations; peasants were not ac-
customed to credit, and small credit institutions could not take root
among them. The entire cooperative movement was still artificial and
fragile. Both the zemstvo and the intelligentsia, after a series of fail-
ures, lost interest in developing small credit.

However, over time, conditions for the development of the peas-
ant cooperative movement in Russia improved, because the peasant-
ry was increasingly drawn into the cycle of exchange economy, and
their cultural level was rising.

In 1895, the Minister of Finance S.Yu. Witte passed the new Regu-
lation on small credit institutions. According to this law, formalities for
establishing such institutions were somewhat simplified, and the mod-
el charter was revised. Before this Regulation, the law provided only
for credit-saving associations, which in their structure were close to the
Schulze-Delitzsch type. The model charter required large shares, which
was unaffordable for the average peasant. The new Regulation provid-
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ed for a new type of small credit institutions, the so-called credit part-
nerships, which in their organization were close to the Raiffeisen type.
There are no share contributions in credit partnerships, their fixed cap-
ital is made up of the initial loan. The new Regulation provided for the
State Bank’s long-term loans for the basic capital of credit partnerships
which became subject to the supervision of the State Bank officials.

Under the new Regulation, small credit institutions began to de-
velop, and the new cooperative movement was no longer artificial, as
it had been in the 1870s. Small credit partnerships developed espe-
cially successfully on the outskirts, where the peasant economy was
more involved in exchange relations. Since the beginning of the cur-
rent century, credit partnerships, more in line with the needs of the
ordinary peasantry, have been established in greater numbers than
credit-saving partnerships. In the decade from 1895 to 1904, 1,095
small credit institutions were authorized; the cooperative movement
developed at such an accelerating pace that in 19o4 alone more than
3oo small credit institutions were authorized. Thus, since the begin-
ning of the current century, cooperation has become a noticeable fac-
tor in the economic life of the peasantry in some Russian regions.

In 1905, the cooperative movement entered a new stage of devel-
opment. On June 7, 1904, the new Regulation on Small Credit was
adopted, which to some extent reflected the pressure of the develop-
ing social movement. The right to authorize small credit institutions,
which had previously belonged to central authorities, was transferred
to the Provincial Committees on Small Credit, which simplified inter-
mediary collateral transactions. The State Bank established the De-
partment of Small Credit, which was to promote and monitor part-
nerships created with loans from the State Bank.

The new, somewhat more liberal Regulation, more generous assis-
tance from the State Bank and an extensive staff of small credit in-
spectors led to a huge expansion of the network of small credit insti-
tutions in Russia. By January 1, 1905, there were 1,413 of them, and in
1915 — 10 times more, 14,548, and this enormous growth was not arti-
ficial. Small eredit institutions took root among the peasantry, which is
explained by the fact that the involvement of the peasant economy in
exchange relations had advanced significantly, that the peasant econ-
omy had entered the path of progressive development, that the cultur-
al level of peasant masses had risen, and that the 19o Revolution, al-
though it did not fulfill its promises, had awakened the people’s energy
and made peasants seek new ways to improve their economic situation.

That credit cooperatives became a serious factor in the economic
life of population is confirmed by the fact that on the eve of the rev-
olution, the number of cooperative members exceeded 10 million, and
the number of members of credit partnerships, which developed al-
most exclusively in rural areas, exceeded 8 million. The development
of partnerships was especially successful in the east and south of
Russia, where agriculture is an important source of cash income for
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rural population; but the cooperative movement covered all regions of
Russia. That this movement was fed by internal juices can be proved
by the fact that by mid-1912 small credit institutions had used 6g mil-
lion government loans; on January 1, 1912, the sum of their deposits
and loans was 242 million, and two years later, on January 1, 1914, —
424 million, of which almost 200 million came from credit partnerships.
On the eve of the war, government funds constituted only 20% of the
working capital of small credit institutions. Thus, government activi-
ty should be considered only an external impetus for the cooperative
movement, which then developed on its own.

The State Bank with its small credit inspectors to some extent act-
ed for the Russian credit cooperation as union organizations, the de-
velopment of which the government prohibited to keep cooperatives
under its guardianship. In some regions, zemstvo small credit offic-
es competed with the State Bank in this regard. In 1911, the govern-
ment finally allowed to found the Moscow People’s Bank, which be-
came the central bank of Russian cooperation, but the state continued
to stubbornly hinder the creation of local associations of credit coop-
eratives with financial functions. Only during the war, when the task
of strengthening cooperation acquired state significance, union asso-
ciations of credit cooperatives were allowed, and regional unions of
credit partnerships were created at an accelerated pace.

In general, credit was a prerequisite for the reconstruction of the
Russian peasant economy on an exchange basis; therefore, credit coop-
eration was supposed to become the backbone of all Russian coopera-
tion, in connection with and around which other forms of cooperatives
were to develop. The situation was different in Western Siberia: on its
wide land expanses the peasant economy was economically stronger
than in European Russia; rich in livestock, it could immediately pro-
vide a valuable livestock product for export — milk that had to be first
turned into butter. Thus, in Western Siberia, as in Denmark, coopera-
tive dairies became the center of the cooperative movement.

Russian cooperation reached its peak at the beginning of the war,
when the state was in dire need of various supplies, willingly turned
to cooperation for help and finally gave it freedom of development.
The freedom of cooperative development was secured after the Feb-
ruary Revolution in the law of March 20, 1917. However, the destruc-
tion of the Russian national economy caused by the war and revolu-
tion would inevitably affect agricultural cooperation.

With the establishment of communist policy, the government
transformed consumer cooperation into a distribution body of the
socialist state, subordinated all other forms of cooperation to its su-
pervision, and in 1920 completely liquidated credit cooperation as not
corresponding to the principles of socialism as a system that denies
both the principle of interest on capital and the entire monetary sys-
tem. At the beginning of 1921, the refusal to immediately build com-
munism would inevitably change the policy of the socialist govern-
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ment towards cooperation. Nevertheless, the government had not yet
abandoned the idea of consumer cooperation as necessarily uniting
all workers. The development of agricultural cooperatives on the ba-
sis of voluntary membership is recognized, since the state accepts the
basic principle of cooperation. The previous experience of coopera-
tive development creates psychological prerequisites for the rapid re-
vival of cooperation. It is the highest stage of the developed free ex-
change economy, but its restoration has just begun, monetary system
has not yet been stabilized, civil law and order are still in the process
of formation; therefore, many external prerequisites for the sustain-
able development of such a complex economic form as cooperation are
still lacking. Nevertheless, the first steps towards the revival of ag-
ricultural cooperation in the new situation are already being taken.
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[aHHasa ny6nmkaunsa — aHrmuickuin nepesopg Masbl XIV «O6wme oCHOBbI
CeNbCKOXO3MCTBEHHON Koonepauum» U3 yiebHuKa, U34aHHOro arpapHbIM 3KOHOMUCTOM
B. . BpyLKycoM Ha pyccKoM si3blke B fepMaHuu B 1923 roay?. bopuc JaBuaosuy
BpyuKyc (1874—-1938), 6yay4v 3KOHOMUCTOM NInbepanbHOro HanpasieHus, Bceraa
oTMeYan Ba)KHoe 3HaYeHWe B SKOHOMUYECKOW HMU3HU 06LLeCcTBa MHOTOYK/1Ia4HOTo
HapOAHOro X035MCTBa, CoLManbHble MHCTUTYTbl KOTOPOrO MOTYT UMETb LLeIN U LLeHHOCTH,
OT/IMYHbIE OT NPeANPUHMUMATENbCKUX XO3ANCTB PbIHOYHOW KanuTaancTMyecKom
9KOHOMMUKM. BpyLKyC Npu3HaBan cneumuduKy CENbCKOro X03sMCTBa B CpaBHEHUM

C APYrMMM OTpacnsiMuM 3KOHOMUKHK, OTMeYas oT/In4Me opraHmM3aL MM KPpecTbHCKOro
X03AMCTBa OT KanuTaauCTUHECKOro NpeanpusaTus. B aTom oH 6bi1 GaKTUYeCcKu
€MHOMBILLNEHHUKOM W KOMJIEron y4YeHbIX 3 OpraHu3aLMOHHO-NPOU3BOACTBEHHOM
wKonbl AnekcaHapa BacunbeBunya HYasaHoBa. CoBeTcKkas BnacTb 3aknenmuna bpyukyca
KaK peaKuMOHHOro 6ypya3Horo aKoHoMucTa 1 nsrHana ero n3 CCCP B 1922 rogy 3a To,

8. CraThs IIOArOTOB/IEHA B PAMKAX BBIIIOJIHEHIA HAYIHO-HCCIEL0BATEIbCKO pa-
601wl rocygapersernoro saganns PAHXul'C

9. Bpyywyc B. /]. (1923). dxonomus ceabckoro xossaiicrsa: Hapoanoxossaiictsen-
Hble ocHOBBL. Bepiaun: Rooneparusnas Mbicib. 360 c.
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YTO OH NOABEPT IMYGOKOM U OCTPOYMHOMN KPUTUKE MOMUTUYECKUE U IKOHOMUYECKHME
OCHOBaHUSA coLManUCTUHECKON IKOHOMUKKN IO,

Haxopasicb B amurpaumm, bpyLiKyc noctapancs cucteMaTu4yecKn U3oXnTb CBOU
arpapHoO-3KOHOMMUYECKHUE B3MNsAbl B BUAE y4e6GHMKaA N0 arpapHOi aKOHOMMKe. B Lapckon,
a 3aTeM B COBETCKOW Poccun 1920-x rofloB, CTpaHe Nnpexje BCEro arpapHom, Takoro poja
y4e6HUKM BblIM O4EeHb NONYNASPHbLI. Y4e6HUK BpyLKyca oTanyanu oBe 0CO6GEHHOCTU: BO-
nepB.bIX, aBTOp No 6a30BOMYy 06pa30BaHMIO GbiN NPEXAe BCEro arpOHOMOM, U B KHUTE
clleNaH aKLLeHT Ha CeNbCKOXO35MCTBEHHbIX GMOTIOrMYECKUX MpoLeccax, KOHEYHO, B 0CO60M
CB$I3M C arpapHOi 3KOHOMUWKOW; BO-BTOPbIX, y4e6HUK 3aBepLuancs AByMs rnaBamu,
MOCBSALWEHHbIMW CENIbCKOXO3MCTBEHHON Koonepauuu, 4To 6bli10 He coBceM 06blYHO
[ANSi aHaNOrMYHbIX YH4eGHUKOB, KOTOPble 06513aTeIbHO BKIOYanu B cebs UHbopmaLmio
0 Koonepauuu, HO He B TaKMX 60/bLIMX 06beMax U CTOJIb CTPYKTYPUPOBAHHYIO.

Yye6HMK BpyuKyca npuBnek kK cebe BHUMaHWe He TONTbKO PYCCKOMN
3IMuUrpaumm, Ho U B cOBETCKOW Poccuu, rae 6bin nepensgaH 1 LWMPOKO NPUMEHSNCS
B YHUBEPCUTETCKOM 06pa30BaHMKM A0 Havana KOoNTIEKTUBMU3aLIMK B 1929 oAy,
HECMOTPS Ha TO YTO aBTOP HaXOAWJICH B AMUIpaumm 1 6bi1 06bSBIEH Bparom
coBeTcKkoM Bnactun. OgHako B CCCP y4ye6HUK BpyLKyca nagasancsa 6e3 AByx nocnegHux
KooMnepaTUBHbIX FMaB — WX 3anpeTuna nevyataTb coBeTcKas LeH3ypa. Cam Bpyukyc
TaK MPOKOMMEHTUPOBAN 3anpeT B CBOEN CTaTbe 0O KOONEPaTUBHON UAE0N0TUMN,
ony6/IMKOBaHHON B PYCCKOA3bIYHON HEMeLKOM raseTte: «HegaBHO COBETCKasa BNacTb
nposiBUNa MUHUMaNbHbIM TM6Gepann3m K Moen HaydyHon paboTe. MNocne 15-MecsayHoro
npebbiBaHWS B LLEH3Ype MO KYPC 9KOHOMMUM CEbCKOro X0391MCcTBa 6bl1 pa3pelueH
K neyatu!l..Ho B 04HOM LieH3ypa NPosiBUSIa KPanHIo CTeNeHb HETEPNUMOCTU: ABE
rnaBbl, MOCBSLLEHHbIE CeNIbCKOXO3MCTBEHHON KoonepaLuu, Bblpe3aHbl OT NepBom
[0 nocnegHew cTpaHuubl. A Beb U B 3TUX raBax HeT HU4Yero cneunduyeckun
nonutuyecKkoro. Ho 6onblueBUCTCKas LLeH3ypa He Moria NoOMUPUTLCS C TEM, YTO
1 XapaKTepu3ylo KoonepaLuio Kak COBEPLIEHHO 0COBbIN MPUHLIUM IKOHOMUYECKOr0o
CTPOUTENBCTBA, OT/IMYHbBIN OT coLnannuamanr 2,

Mo MHeHu1Io BpyLiKyca, columanbHble MHCTUTYTbI Koonepauum — ocoboe
3KOHOMMYECKOoe fiBfieHMe, cBoeo6Gpa3Has TpeTbs cuna, oTIYHas Kak OT MHCTUTYTOB
KanutanncTUyecKowm, TaK U rocyaapCTBEHHOM, COLMaINCTUHECKON IKOHOMUKN,

HO Yy Koonepawlmu Bceraa ecTb PUCK 6blTb MHKOPNOPUPOBAHHOM, MOMOLLEHHON KaK
PbIHOYHBIM NPeAnPUHUMATENbCTBOM, TaK rocyaapcTBEHHON GlopoKpaTuen. MNpoweawve
CTO NeT, KaxkeTcs, y6eanTenbHO NOATBEPAUIM MHOIME XapaKTEPUCTUKM KoonepaLuu,
[aHHble BpyLKycoMm, a TaKKe 1 ero onaceHus o gebopmupyowemM BAUSHUN

Ha Koonepauuio Kak Kanutanuama, Tak u counanmama. Mbl ny6amMkyem aTy rnaBy

M3 KHUMM BpyLKyca B aHIMMICKOM NepeBoAe KaK He YyTpaTUBLUMI CBOEW aKTyallbHOCTH
o6paseL, KNnaccMyecKoro Hacneaus 30710Toro BeKa Wkosbl YasiHoBa.

KnoyeBbie cioBa: Koonepawus, arpapHas nojanMTuKa, pPbIHOK, KPeCTbSAHCTBO,
Kanutanuam, counanmam
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