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Abstract

Thethesisseeksto revealand explainthe natureofthe affectiverelations encapsulatedwithin
the 'commonbond' definition of historical and contemporaryexamplesof credit unions. In
doing so, it is arguedthat a credit union is bestunderstoodas an 'electiveassociation'. The
reality-congruenceof 'electiveassociation'as a distinct sociological conceptis explored,in
relation to: i) the ambiguity surrounding the concept of 'community' in contemporary
sociology; and ii) the concept'susefulnessin enabling researchersto accountfor different
forms of elective association and, crucially, the affective motivations within them. The
substantiveanalysis takes the form of 3 historical and contemporarycase studiesinto the
formation and developmentof credit unions. Thefirst examinesthe Raiffeisencredit union
movementofSouth-WesternGermanyin the late nineteenthcentury, the secondexploresthe
origins of the US credit union movement,with particular referenceto theformation of credit
unionsin Manhattanftom 1914;and the third analysesthe significanceof, andprospectsfor,
the commonbondamongcredit unionsin contemporaryEnglishsociety.

The theoretical core of the thesis rests upon Elias's concept of afiguration and, specifically,
the problem of human interdependencies and affective bonds. In arguing that credit unions
are elective associations, Schmalenbach's 'Bund'concept is employed in tandem with Elias's
insights and Shils's extension of the concept, and is argued to help transcend the conceptual
dichotomy locked within the GemeinschaftlGesellschaft concept. In the analysis of English
credit union formations and development, Bauman's 'consumer society' thesis is considered,
as are Giddens's arguments concerning the bases of personal trust and the influence of
'expert systems' in 'reflexive modernity'. Lash's critique of Giddens is also examined and is
argued to be largely commensurate with the general tenor ofSchmalenbach's insights.
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Chapter 1

Introduction

A credit union is a uniquemember-driven,self-helpfinancial institution. It is
organizedby andcomprisedof membersof a particulargroupor organization,who
loans
to eachotherat reasonablerates
to
together
to
their
make
and
money
agree save
of interest.

The members are people of some common bond: working for the same employer;
belonging to the same church, labour union, social fraternity, etc.; or living/working
in the same community. A credit union's membership is open to all who belong to
the group, regardless of race, colour or creed.

A credit union is a democratic,not-for-profit financial co-operative.Eachis owned
directors
having
in
by
its
the
of
a
vote
election
members
with
members,
andgoverned
andcommitteerepresentatives.The internationalcredit union operatingprinciples,
adoptedby the World Council of Credit Unions,outlinesthe basiccredit union
philosophicalvaluesof co-operation,equality,equity and mutualself-help.

(World Council of Credit Unions, http: //ý, ww.woccu.org, 2000)

The above outline of a credit union's activities and general principles describes
in
the West. In the
this
active
currently
social phenomenon
virtually all examples of
United States,the Credit Union National Association (CUNA) reports 12,000 credit
in
90
American
total
members,
with
combined
over
million
assets
unions now serving

excessof $300 billion (,

2001); the Irish League of Credit Unions (ILCU)

has 520 affiliated credit unions in 32 counties (wwwxreditunionje,2001); while in
Britain, the Association of British Credit Unions (ABCUL) lists 662 affiliated credit
unions in its on-line annual report (www.abcut.
org,2001). As well as in Ireland and
Britain, there are established and developing credit union movements in 35 other
countries around the world. The US-based international credit union organization, the
World Council of Credit Unions (WOCCU) statesthat there are over 37,000 credit
unions currently active outside the United States,with memberships of more than 88
million and combined assetsof nearly $420 billion.

At the individual credit union level, 150-200 members can pool their savings to
loans
for
domestic
things
such
as
a
appliance or towards the relief of
modest
provide
other higher interest debt. But a single credit union can grow to a size where over
12,000 members can enjoy current account facilities, obtain mortgages, carry a credit
union credit card and take advantageof automatedtelling services. Yet, in virtually all
cases,the activities and espousedgeneral principles of these credit unions mirror the
opening quotation.

Despitethe significantnumberof credit unionsthat exist, relatively little hasbeen
from
especially
written aboutthis socialphenomenon
a sociologicalperspective.
Much academicattentionthus far paidto credit unions,hastendedto focuson the
purely economicaspectsof their activities(cf. Barron,et aL 1994;Smith,et aL 1981;
Smith,D. J. 1984). This is perhapsunsurprising,giventhat the majority of them
functionassavingsand loansfinancial co-operativesin a capitalistsystem,but a
distinct and uniqueaspectof credit unions,asfinancial co-operatives,hasgone

largely uninvestigated. Namely, the requirement that members sharea 'common
bond' of some kind. As the general principles mentioned above state, the common
bond is not restricted to any specific type of bond, but this aspect of credit union
activities has been a feature of virtually all credit unions since their earliest recorded
in
English
is
It
this
credit
unions
particular,
examples.
aspect of credit unions, and
that provides the overall focus of this study.

Consequently, the kind of questions that the study seeksto answer include: what
significance, if any, has the common bond aspect had for different examples of credit
definitions
bond
development?;
do
different
formation
carry
common
and
union
different degreesof significance or influence?; what are the origins of the common
bond requirement?; does it have any significance in the activities of contemporary
English credit unions? The following sections set out the approach taken in analyzing
credit unions in order to addressthese questions, and outline each specific aspectof
the study covered in the subsequentchapters.

1. General Rules and Principles of Credit Union Operations

Despite the variations in legislative requirements and the particular financial
environments that credit unions in different societies operate within, there are many
uniform features between them in terms of their general rules and principles. One can
seethis by comparing the 'Standard Rules' published by the main umbrella
organizations representing three different Western credit union movements. Namely,
the credit union movements of the United States,the Republic of Ireland, and Britain

following
2001).
All
ABCUL,
1993;
ILCU,
2001;
the
(www.cung.
rules and
org,
descriptions of the internal structure of a credit union are common to the three
examples selected:

A credit union operates(and is registered with its relevant state regulatory
body) as a financial co-operative that is owned, run and controlled by its
by
but
the
by
is
It
all
organization
or
one
person
any
owned
members.
not
irrespective
the
it.
All
of
that
equal
considered
are
members
people
use
has
Every
in
invested
have
the
member
credit union.
amount of money they
an equal say in the running of their credit union and decisions are taken on a
one-member, one-vote basis.

Members'savingsarepooledtogetherto be usedasa commonfund from
lend
for
loans.
The
that
can
amount
a
credit
union
can
apply
which members
limit
is
based
individual
the
statutory
a)
setby the relevant
upon
member
an
legislation,andb) by the level of the member'ssavings. Eachmembercan
usuallyborrow up to a maximumof threetimesthe amountthey hold in
savings. Eachmemberis alsorequiredto purchaseat leastone 'share' in the
credit union. In the caseof Britain, thesesharesaretypically setat fl. The
credit union doesnot seekto makea profit, althoughtypically it will chargeI
its
interest
declining
balance
as
a
means
of
meeting
per month on a
per cent
administrationcosts,utility expenses,and so on. At the endof eachcredit
union financialyear,any surplusfundscollectedthroughthis interestcharge,
or returnsgainedfrom any other investmentmadeby the credit union asan
organization,aremost usuallydistributedback to the membersin the form of

annual dividends. Or, if agreedby the members, this money can be used for
it
be
to acquire new office equipment, move to
purpose:
some service-related
more suitable premises,or whatever.

A Board of Directors is elected at the credit union's annual general meeting
and their responsibilities include: making policy decisions regarding loans,
shares,dividends, and the salaries of any contracted cashiers.The Board also
approves membership applications and authorizes any necessarybond
coverage, investments and deposits of funds. They also elect a chairperson,
vice-chair, treasurer and secretary.

iv)

The Boardof Directorscanalsoappointthe Credit Committee(unlessput
beforethe membersat the annualgeneralmeeting). The Credit Committee
actson eachapplicationfor a loanmadeby a member,and shouldmeetno less
than oncea month. Largercredit unionsalsousuallyelect a Credit Manager
or LoansOfficer who is responsibledirectly to the credit committeeandcan
approveloans.

V)

The Board of Directors also appoints the Supervisory Committee, who
effectively act as internal auditors examining the affairs of the credit union,
and its committees, on behalf of the members. The Supervisory Committee
can suspendDirectors for sufficient cause.

2. An Overview of British Credit Unions and their History

In March 1999 there were 530 credit unions active in Britain. And the first aspectof
the movement that reveals itself is that it is an almost exclusively urban phenomenon.
Collated from the annual returns made by the existing credit unions to the Registry of
Friendly Societies (the movement's then regulatory body) for the years, 1995,1996
and 1997,447 British credit unions were classified as 'non-work-based', or
'community' credit unions, and 83 classified as 'work-based', or 'industrial' examples
(ABCUL, 1999). At this time the movement could boast a combined membership of
214,660, with E122.3 million in total assets. In terms of the numbers of members, the
combined total of 'community' and 'industrial' credit unions were roughly similar
with both models sharing approximately half of the combined membership total.
However, in terms of both 'shares' and the amount of money awarded in loans, the
industrial credit unions surpasstheir community counterparts quite considerably.
Whilst the combined sharesof community credit unions totaled E31 million and
between them had made L24.7 million in combined loans, industrial credit unions held
some E74.8 million in combined sharesand had awarded E72.8 million in total loans

(ABCUL, 1999:10). Thus,while communitycredit unionsrepresented84.3per cent
of all British credit unions,they only accountedfor 29.43per centof the movement's
total assets.Consequently,despitemakingup only 15.6per centof the number,
British industrialcredit unionsheld 50 per centof the membershipand 70.5 per cent
of the movement'sassets.

A similar pattern can be seen in the comparison between the average individual
memberships,and average individual assets,of community and industrial credit
unions at different stagesof their development. From the 97 community credit unions
in England and Wales registered with the Registry of Friendly Societies for between 3
to 6 years, the averagemembership was 146 and the averagetotal assetswere; E32,
H7 (ranging from E4,157 in the caseof the Brotherhood of the Cross and Star C.U.
Ltd., to E147,000 in the caseof Bargoed Aberbargoed and Gilfach C.U. Ltd. ). Of the
17 industrial credit unions registered for the same period of time, the average
in
from
E55,338
in
(ranging
968,
L620,353
membership was
combined assets
with
the caseof Norwich City Council Employees' C.U. Ltd., to E2,152,063 in the caseof
Voyager C.U. Ltd. based in Manchester). There were, in 1999,36 English and Welsh
had
been registered for over 12 years. The average
credit
unions
who
community
membership of these was 370, and the averageassetsreported as being E213,711
(ranging from E7,963 in the caseof Cowgate C.U. Ltd., to E2,720,596 in the caseof
the PentacostalC.U. Ltd. ). Only II industrial credit unions have been active for over
12 years in England and Wales, but their averagemembership in 1999 was 1,552 and
their averageassetswere; CI,725,302 (ranging from E36,059 in the caseof the North
West NewsagentsC.U. Ltd., to; E5,809,181in the caseof the Greater Manchester
Police C.U. Ltd. ) (ABCUL, 1999:13-24).

The first recorded British credit union was established in London in 1964 among a
number of Afro-Caribbean families living in the Hornsey area of the city, who had
brought the idea from Jamaica where credit unions were already established.
However, it was not until the passing of the Credit Unions Act of 1979 that any
significant impetus was gained for the proliferation of credit unions in Britain. The

central requirement of the Act stipulated that all credit unions should be registered
with the Registry of Friendly Societies, who would be responsible for ensuring that
any credit union seeking to register itself had a 'satisfactory' common bond, met the
objectives of the movement and was functioning under an appropriate set of rules.
The Registry was also charged with monitoring active credit unions, made responsible
for monitoring their quarterly and annual returns, as well as for determining their
managementcapabilities. Under the Act, the Registry was also given powers to
suspenda credit union's operations, cancel its registration, or prosecuteany illegal
financial activity (Ferguson & McKillop, 1997:69-90).

In the three years following the passing of the Act, there was a sharp increase in the
formation of credit unions and by 1982,73 had registered. During the mid-1980s, a
downturn in new formations occurred, especially in relation to employee-basedcredit
largely
due to the effects of
Ferguson
&
McKillop
this
that
was
suggest
unions.
implementation
the
of
of additional
economic recession,as well as a result
for
credit unions set by the Registry. These additional requirements
requirements
included additional reporting requirements and additional competency requirements
for volunteer officers prior to registration. However, during the late- 1980s and early
1990sthe British credit union movement enjoyed quite significant growth. Between
1987 and 1994 a four-fold increase in registrations was reported by the Registry,
taking the total number to 459. However, despite there currently being 660 credit
unions registered in 2000, the period since 1994 has been marked as much by failure
-asby success. Some credit unions have successfully developed and consolidated but
there have been quite a large number of closures and collapses - most especially
among younger, or what has been termed 'nascent', credit unions (Ferguson &

McKillop, 1997:93-109). Also, out of this total, some 220 credit unions had not
submitted their annual returns to the Registry by the 3OthApril deadline stipulated
under the Act. Thus, the Registry did not include these credit unions in their official
figures. By September2000, some 50 credit unions had still failed to submit. The
vast majority of these 220 were smaller community credit unions.

The basic pattern that emergesfrom this overview of British credit union history up
until 2000, is that it began as a collection of different small-scale urban community
initiatives and developed into a movement with two distinct strands: on the one hand
there are the small clusters and networks of community credit unions, with mostly
small memberships and modest assets;and on the other, the less numerous but much
larger industrial examples with greater membership numbers and the greater assets
that this has brought.

2.1 The Movement's Internal Associations

After a few years, when three credit unions had been established in the London area, a
fledgling federation was set up around the common bond that linked them all the
fact that they were all based in Roman Catholic churches. After a while, and as more
credit unions began to emerge in other areas,this association developed into the
Credit Union League of Great Britain which itself, after a relatively short period,
developed into the Association of British Credit Unions Limited (ABCUL).
However, there followed a split among some members of the ABCUL board of
directors which resulted in the formation of the breakaway National Federation
of

9

Credit Unions (NFCU). Interestingly, these two associations quickly came to
Specifically,
ABCUL
factions
distinct
the
two
early
movement.
within
represent
NFCU's
industrial
the
to
while
affiliates
exclusively,
credit
unions
came represent
between
different
This
the
from
drawn
emphasis
unions.
credit
community
were all
NFCU and ABCUL was highlighted by Ferguson & McKillop.

The primary focusof [NFCU] is on communitydevelopment,self-helpandsmaller
in
termsof the
Its
the
not
only
units.
membersconsider role of credit unions
provisionof financial services,but also in the promotionof self-helpandcommunity
development,particularlyin areasof economicdisadvantage.While encouragingits
membersto becomeeconomicallyviable by developingto a sizeappropriateto the
needsof the membersandthe local community,it neverthelesspreferscredit unions
in
be
it
few
hundred
the
Expansion,
should
to
occurs,
where
members.
not exceeda
developmentof new unions.

ABCUL,

in contrastto the NFCU, is very much in favour of a growth-orientated
...

andcommunitystrategy. While it alsohasexperienceof community-based
orientatedinstitutions,attentionis moresharplyconcentratedupon individual credit
is
in
This
then
the
to
expected
critical
mass.
result
achieving
significant
unions
generationof businessefficiency andscaleeconomies,with the credit union
eventuallyoccupyinga significantposition in the savingsand loansmarket(1997:
87).

The different emphases,
and ideologies,of thesetwo associationspersisteduntil the
internal dissolution of the NFCU in the last few years of the 1990s. Although the
NFCU still officially exists, albeit in name only, the vast majority of the 200 or so

communitycredit unionsconnectedwith it de-affiliatedand soughtto join ABCUL.
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3. Core Theoretical Approach

At the heart of this study lies Elias'sconcept of a figuration and, specifically, the
problem of human interdependenciesand emotions that the use of this concept brings
into sharp relief. In What is Sociology? (1978), Elias arguesthat the sociological
legacy of both Marx and Durkbeim has left theorists and researcherslargely
preoccupied with the economic and political bonds that human beings share. Whether
talking of 'class', or 'the division of labour', a distinctly 'they' perspective pervades
classical theory generally - with many of its conclusions on social bonding resting
disproportionately on the so-called economic 'sphere'. But, argues Elias, if only
relatively impersonal interdependenciesare taken into account, it is impossible to deal
adequatelywith the problem of people's social bonds - especially their emotional
bonds. Underlying the asymmetrical power balancesthat exist between individuals
and groups within a particular figuration is a triad of bonds: the political, the
economic, and the affeclual. As Elias explains:

In small social units containingcomparativelyfew people,every singleperson'sweb
of personalrelationshipsmay includeall the other peoplein the unit. The figuration
of eachperson'sattachedandunattachedvalencieswill certainlydiffer from that of
everyoneelse. Yet as long asthe unit is small,the figurationwill includethe whole
tribe. As social units becomebigger andmore stratified,new forms of emotional
bondwill be found. As well as interpersonalbondstherewill be bondsconnecting
peopleto the symbolsof largerunits,to coatsof arms,to flags andto emotionallychargedconcepts(1978:137).

II

In larger, more deeply stratified social units therefore, focusing on a single person's
nexus of relationships will not necessarily reveal the significance of the personal
aspectsof social bonds. Yet, one must return to this single person's web of personal
it
feels
from
how
T
in
that
to
the
seems
and
perspectiverelationships order glean
person's point of view. Nevertheless, Elias rejects the epistemological notion that the
individual is the basic 'unit' of society, and stressesthe importance of avoiding Homo
Economicus and Homo Politicus assumptions(1978: 134-138).

The positing of affective bonds alongside political and economic bonds as a universal
of human figurations, I believe offers the researchera particularly nuanced approach
to the study of social phenomena- and credit unions in particular - as it requires one
to reveal and account for these bonds in whatever particular context they occur. This
is the main intention of this study: examining three casesof credit union formations
for
development,
the affective basesunderpinning
to
seeking reveal and account
and
the common bond requirement among credit union members in different societies, and
in different structural and historical contexts. In doing so, however, it is not intended
to link 'discourse' and social structures directly either by working up from the microlevel of a credit union, or group of credit unions, to wider society; nor from the

individual
down
level
to
the
of
or collectivecredit union activities.
macro-level
Instead, the study attempts to balance analysis and synopsis by revealing the different
forms of affect encapsulatedby the common bond definition and showing how, often
through the common bond definition itself, credit unions have bome the stamp of the
structural conditions under which they have emerged and developed.
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However, as a thesis undertaken at this stage in the development of sociology, a
reseachermust be conscious of the many specialisms and schools of thought now
operating in the field of sociology with the subsequentlack of any common
theoretical core to the discipline (Gouldsblom, 1977; Kilminster, 1998), as well as
being aware of the continuing disputes and dialogue between different theoretical
paradigms and various models and methods currently used in social research(May,
1997). In the current 'concentration phase' (Kilminster, 1998: 162-172), rival schools
in sociology have moved away from the fierce competition that accompaniedthe
expanding and consolidating institutionalization of the 'conflict phase' that
characterizedthe discipline from approximately 1965 until about 1980. More
recently, competing paradigms have begun to concede common ground between
themselves as the once steep power gradient between them has begun to flatten out.
As a result, argues Kilminster, the traces of group allegiance once firmly embeddedin
concepts has faded. And now,

[a] vocabulary of concepts has thus become the common property of all in the new
establishment, paralleling the consolidation of new hybrid social and sexual codes in
the wider society. New theoretical synthesescan now be seriously contemplated
becausethe changing structure of the interdependent social existence of previously
antagonistic sociological parties has developed into a new, integrated, more
polyarchic pattern. It is this development that has 'neutralized' the conceptual
apparatus,transformed its nature and made it generally available for systhesizing
efforts, for example structuration theory (1998: 166).

But this phaseof sociology is also characterizedby a processwhereby sociological
debatesare more and more coming to be focused around key dualisms, or antinomies,

13

common to all debatesand researchprogrammes. These antinomies, 'micro/macro',
'agency/structure', 'system/lifeworld' among them, while consituting 'the theoretical
(1998:
169),
level
cognitive
synthesis'
and
nonetheless
of
social
anatomy of a new
confront researchersas 'self-evident' parametersof sociological inquiry and often
determine the scope of researchand reflection.

In analyzingcredit unions,which on the surfacepresentthemselvesto the researcher
as financial co-operativeswith affectiveundercurrentswithin them, it would be easy
to follow a conceptualapproachwherebythe overall aim of the studywould be to
discoverwhethercredit unionsare,for example,'agency'-ledco-operativeswith
certain'structural' characteristics.Or, in a similar vein, and usingequallycontested
concepts,positingthat a credit union is a financial 'association'with certain
6community'aspects.In an attemptto movebeyondsuchapproaches
without simply
rejectingwhat areprominentandestablishedconceptswithin the discipline,this thesis
arguesthat credit unionsarebestunderstoodthroughthe applicationof an underused
but
it
is
has
By
explanatory
considerable
one
which
power.
argued
-concept
consideringcredit unionsasa particulartype of electiveassociationor Bund
1977)(a conceptthat will be arguedto be a sociologicalcategorythat
(Schmalenbach,
canhelp transcendthe conceptualdichotomylockedwithin the
GemeinschaftlGesell,
schaftschema),onecanbetteraccountfor and explainthe bases
of affect encapsulated
within the variouscommonbonddefinitionssetby credit
unions,andyet showhow theseelectiveassociationsbearthe stampof the structural
conditionswithin which they form themselves- without havingto restrictor gear
conclusionstowardssomepoint on an agency/structure
or Genleinschaft/Geselischaft
continuum.
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4. The Use of a Case-orientedMethodology

The main body of researchput forward by the thesis takes the form of three case
for
This
historical
two
several
strategy
was
adopted
studies:
and one contemporary.
development
facilitated
(i)
It
the
of three particular
reasons:
origins and
an analysis of
(and
As
long-term.
Western
the
above
mentioned
examples of
credit unionism, over
covered in detail in chapter 3), the general principles and rules of credit union
German
have
largely
the
the
the
of
emergence
operations
remained
same since
Raiffeisen credit unions, although the social and structural conditions within which
these elective associationsformed themselves obviously differ - both in respect of the
different societies they operated in and the different historical periods that they
occurred in. However, in the early stagesof the researchprocess, it was considered
that these general principles and rules of operation not only provided a common

threadin the casesof credit union formationand developmentselectedfor study,but
bonding
identification
the
the
and affective motivations
affective
of
aid
also could
identification
believed
This
be
these
to
was
elective
possible
associations.
within
through the investigation of the attitudes, beliefs and standardsof behaviour
bond
in
by
the
common
aspect
each case.
encapsulated

(ii) Moreover, as these common principles and general rules also led indirectly to the
theoretical consideration of credit unions as elective associations, investigating the
basesof affect located in the common bond aspect in each casewould help to show
how these elective associationsbear the stamp of the particular structural conditions
within which they fon-nedthemselves.
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(iii) Furthermore, by utilizing Schmalenbach's(1977) general orientation and
conceptual triad in respect of elective sociation as a distinct sociological category,
considering credit unions as elective associationswith observable affective
motivations within them, was consideredto be, as Blumer describes, a useful
4sensitizingconcept' (Mennell, 1992: 257), with which to guide the general
investigation of the case studies - both individually and collectively.

A further reason for using a case-orientedresearchstrategy was to facilitate a
be
had
due
However,
to
to
the
given to the
comparative aspect
consideration
method.
potential problems that can be associatedwith any generalizations made from a small
sample of casestudies. Nevertheless, despite the fact that attempts at generalization
from a small number of casesis necessarily a haphazardaffair (since one cannot tell
which characteristics are general and which are unique), it is far from clear that
because
Simply,
substantially
greater
validity.
on
many
cases
carry
generalizations
they may not be representative(Mason, 1996). This potential paradox is eased
is
if
it
is
that
to
a
really
representative
sample
cases
still
possible achieve
of
somewhat
small enough so each one can be examined in detail (Deising, 1972). But it cannot be
claimed that the casesinvestigated for this thesis form a representative sample of
credit union formation and development in the three societies under study. Therefore,
another strategy would be required to strengthenthe validity of any generalizations
made from the casesselected for analysis. One quite obvious, but nonetheless
important, fact about the 3 proposed caseswas that while they cannot claim to be
representative,their diversity, in terms of the different societies and times in history
when they emerged, was evident. And such diversity has nonethelessbeen argued to
be a valid basis for generalization. As Platt (1988) elucidates, this logic is basedon
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the afortiori argument that if such diverse casescan be encompassedby the same
follow
it
that those with other (perhaps, less extreme) values
must
general proposition,
on the same variables are also covered by it. Platt goes on to state that any claims
made from diverse casesare strengthenedif, through consideration of factors known
social-scientifically, there is nonethelessevidence of uniformity. The more surprising
the uniformity, the greater the conviction any generalization will carry.

No one disputes that a single case may be a useful source of hypotheses,or may
refute a universal generalization, or demonstrate the existence of a phenomenon
which needs to be taken into account. Afortiori

and similar arguments, though

seldom discussed,create little difficulty. As soon as it is recognized that there are
degreesof plausibility or confirmation, notjust simple right and wrong, many
difficulties vanish, since these are plainly affected by the character of cases:a leastlikely caseprovides a strong confirmation (Eckstein, 1975: 119); a casevery different
from those previously studied gives a greater confidence than a similar one (cf. Polya,
1968: 4-20); and so on (1988: 17-18).

However, one must recognize that many comparative historical studies typically cover
only a few casesand, therefore, though they gain by providing a detailed and nuanced
account of events in those cases,they sacrifice the advantageof having a larger
number of caseswhich allows one to make fuller use of the comparative method to
eliminate spurious factors (Rueschemeyer& Stephens, 1997). Nevertheless, when
designing the researchstrategy, I felt that a representativesample of credit unions
would add little to the analysis. All a representativesample would do is add a degree
of assurancethat the casesstudied had not omitted types occurring often enough to
appear in them; but would introduce a further problem of defining the population
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from which the sample was drawn (Platt, 1988: 22). And, in terms of the processof
inference to general propositions, May (1997) argues that this process is always
'logical' rather than 'statistical'. Statistical inference, which requires a number of
cases,tends to effectively focus on the concomitant variation of two characteristics.
The analyst must still go beyond the sample and resort to theoretical thinking to link
those characteristics together.

In respect of my work into the question of sociological measurement,I concluded that
any attempt to reveal the emotional infrastructure of credit unions could not be
explained in terms of any particular quantifiable factor alone. As Elias stresses,
analyses into notions and basesof affect cannot be explained by meansof procedures
aimed at measuring 'factors' or 'variables' as if each of them existed and could vary

independently
by
themselves
of the whole socialconfiguration. Neithercould they
all
be explainedby meansof proceduresbasedon the tacit assumptionthat social
phenomenaarecombinationsof variablescomparableto the combinationof atomic
particleswhich servenaturalscientistsasoneof their principal models(Elias &
Scotson,1994,Elias, 1987).

Elias himself tendedto focuson what he termed,'real cases'. In this study,by
utilizing a case-orientedstrategyin a comparativemethodit is hopedthat this can
facilitate understandingof thesespecificcasesbecauseof their intrinsic valueas
examplesof credit union formationanddevelopment.Whatthe researchstrategywas
designedto do wasto enablepotentialgeneralizationsabouttheseelective
associationsin the first caseto be testedagainstthe othercases.However,the
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in
that
generalizations
are made this processare not claimed as universally valid, but
valid only for casessimilar to those studied. As Deising argues:

Comparison provides a bridge between the variability and uniquenessof a case and
the uniformity and generality of theory. The bridge is two-way: it makes theory
available to guide and control observation, and it makes observation available to test
and improve theory (1972: 184)

And as Ragin also says:

[C]ase-oriented methods stimulate a rich dialogue between ideas and evidence.
Becausethese methods are flexible in their approach to the evidence - few
simplifying assumptions are made - they do not restrict or constrain the examination
of evidence. They do not force investigators to view causal conditions as opponents
in the struggle to explain variation. Rather, they provide a basis for examining how
conditions combine in different ways and in different contexts to produce different
outcomes (1987: 52).

In short, adopting a case-oriented strategy in the researchdesign processwas done
with a view to facilitate an on-going dialogue between the theory and the empirical
research(van Krieken, 1998:163).
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5. Chapter Overviews

The concept of elective association is examined in greater detail in Chapter 2. The
discussion begins by looking at the long-term development of the concept of
6community' in sociology, referring to Bell & Newby (1976) to discuss the
'T6nniesian legacy'they find within the Gemeinschaftcategory. Thislegacy'

Bell &

Newby identify, and its continuing influence, is revealed through a critique of the
communitarian theories of Etzioni (1993; 1997), and the chapter goes on to argue that
it is Elias's theory (1974; 1994) of communities as f igurations that re-invigorates
'community' as a reality-congruent concept. Schmalenbach's (1977) 'Bund' concept
is then examined and it is argued that his extension of T6nnie (1974)
GemeinschaftlGesellschaftschemaenablesone to examine many different forms of
doing
In
them.
the
so,
within
affective motivations
elective association and explain
into
1998)
(1994;
Hetherington's
contemporary expressionsof
work
aspectsof
identity are discussedin relation to his use of Schmalenbach's concept.
Schmalenbach's influence is also seenin Maffesoli's (1996) investigations into
contemporary forms of'emphatic sociality' and 'neo-tribes'. Cohen's (1985)
is
thesis
considered in relation to the question of
of
community
symbolic construction
boundary formation and, especially, the examples he provides to show the
boundaries
drawn
between
different
that
of
symbolic
are
numerous
array
considerable
Cohen's
different
in
times.
skillful
use
of
empirical examples then
modem
groups
draws the chapter into a brief discussion of conceptual clarity with regards to
Schmalenbach'sconcept. Shils's (1957) work on human 'ties' in personal and
ideological primary groups, and his referencesto Schmalenbach,are also considered.
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And Shils's distinction between ideological and personal primary groups leads to a
for
between
different
trust
the
people.
motivations
note on

Chapter 3 traces the origins and development of the Raiffeisen credit unions of
development
1913,
between
1860
Germany
their
and
places
and
south-western
against the parallel development of the Schulze-Delitzsch credit unions of eastern
Germany. The chapter draws on Weber (1985) to show the structural context within
which these elective associations emerged,and highlights his analysis of the particular
social relations among the former peasantclass from which the Raiffeisen credit
its
drew
The
their
the
considers
also
chapter
memberships.
unions
majority of
findings in relation to aspectsof Schmalenbach'sthesis, and refers to de Swaan
.
(1988) and his work into workers' mutualism and social constraint towards selfdescribing
brief
The
the emergenceof
concludes
with
a
excursus
chapter
constraint.
importance
highlighting
Italy,
in
Austria-Hungary
the
and
of the
credit unions
in
both
bond
aspect
cases.
common

In examining the origins and aspectsof US credit unions, Chapter 4 traces the
development of what is now the world's largest credit union movement. Its early
history is explored, with specific reference to the caseof credit union formations in
Manhattan from 1914. Lipset's (1964) investigations into the emerging American
national value system and other data detailing the then dominant societal attitudes and
standardsof behaviour concerning the borrowing of money, are supported by the
evidence of the successful accommodation of these dominant values by these
fledgling credit unions through their common bond aspect. Specifically, through
members' committees awarding loans strictly for 'productive' purposes, guaranteed
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by the 'good character' of the borrower asjudged by fellow members. Furthermore,
the chapter goes on to show that the mutual stresson individual achievement and
conformism that Lipset reveals as a key aspect of the American character, could be
successfully reconciled with membership in a credit union

Chapter 5 analysesthe significance of the common bond in contemporary English
credit unions with reference to the ideas put forward by G iddens (1990; 1994)
concerning the basesof trust in reflexive modernity. The data for this chapter comes
from existing secondary sourcesand from interviews with respondentsfrom credit
unions in Yorkshire and Lancashire. Both the interview and secondary source data is
also considered in the light of Bauman's (1998) investigations into the structural
conditions of the emergent 'consumer society'. The significance of the common bond
aspect in relation to the current rift within the developing British credit union
movement is outlined, as is its significance in relation to the basesof trust between
members. Evidence of established/outsiderrelations (Elias & Scotson, 1994) are
revealed through an analysis of a secondary source casestudy into an attempt to
establish a credit union among three communities, and data gathered on English
community credit unions in particular is shown to support Scott Lash's (1994) critique
of Giddens and the observations Lash makes in respect of the 'reflexivity losers' of
reflexive modernity. A note is also made of Giddens' lack of clarity in respect of the
different motivations for trust, first covered in Chapter 2. And Shils's insights into
ideological and personal primary groups are considered in view of the fact that all the
respondentsare active volunteers and officers in their credit unions, and sometimes
within the wider credit union movement.
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Chapter 6 continues the focus on English credit unions but develops the analysis
through an examination into the relationship between them and the 'expert
knowledge' (Giddens, 1990: 1994) that they have come into contact with - both in
terms of attempts at credit union formations by various local authorities and through
the regulation of their activities as financial co-operatives by the Registry of Friendly
Societies. Further aspectsof Lash's (1994) critique of Giddens are covered, most
especially his claims that Giddens places too much emphasison the effect of 'expert
systems' in relation to intimate relations at this stageof modernity. The
characteristics of 'reflexive communities' that Lash describesand identifies as a
growing phenomenon reflexive modernity are argued to have much in common with
the ideas of Hetherington (1998) and Maffesoli (1996) and, crucially, their use of
Schmalenbach's(1977) Bund concept. However, a note of caution is sounded in
respectof the insights gleaned from Shils (1957), as well as the conceptual vagueness
that can result when 'trust' is used without enough regard being paid to the distinction
between affective and rational trust. The chapter concludes by outlining the changing
in
English
to
credit unions and presentssome
environment
relation
regulatory
thoughts on the prospectsthis may hold for the common bond aspect.
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Chapter I

Introdtiction

A credit union is a uniquemember-driven,self-helpfinancial institution. It is
organizedby and comprisedof membersof a particulargroupor organization,who
agreeto savetheir moneytogetherandto makeloansto eachotherat reasonablerates
of interest.

The members are people of some common bond: working for the same employer;
belonging to the same church, labour union, social fraternity, etc.; or living/working
in the same community. A credit union's membership is open to all who belong to
the group, regardless of race, colour or creed.

A credit union is a democratic,not-for-profit financial co-operative.Eachis owned
directors
having
in
by
its
the
a
vote
of
election
members
with
members,
andgoverned
international
The
credit union operatingprinciples,
andcommitteerepresentatives.
basic
Credit
Unions,
by
World
Council
the
the
outlines
credit union
of
adopted
philosophicalvaluesof co-operation,equality,equity and mutualself-help.

(World Council of Credit Unions,http://ýww. woccu.org, 2000)

The aboveoutline of a credit union's activitiesandgeneralprinciplesdescribes
in
the West. In the
this
active
currently
all
socialphenomenon
virtually examplesof
United States,the Credit Union NationalAssociation(CUNA) reports12,000credit
in
90
American
total
combined
with
assets
members,
over
million
unionsnow serving

excessof $300 billion (%vjN,
cuna.
or-, 2001); the Irish League of Credit Unions (ILCU)
%v.
has 520 affiliated credit unions in 32 counties (wwwxreditun
ion.ie, 2001); while in
Britain, the Association of British Credit Unions (ABCUL) lists 662 affiliated credit
unions in its on-line annual report (%vww.
abcu1.
org,2001). As well as in Ireland and
Britain, there are established and developing credit union movements in 35 other
countries around the world. The US-based international credit union organization, the
World Council of Credit Unions (WOCCU) statesthat there are over 37,000 credit
unions currently active outside the United States,with memberships of more than 88
million and combined assetsof nearly $420 billion.

At the individual credit union level, 150-200 members can pool their savings to
provide modest loans for such things as a domestic appliance or towards the relief of
other higher interest debt. But a single credit union can grow to a size where over
12,000 members can enjoy current account facilities, obtain mortgages, carry a credit
union credit card and take advantageof automated telling services. Yet, in virtually all
cases,the activities and espousedgeneral principles of these credit unions mirror the
opening quotation.

Despitethe significantnumberof credit unionsthat exist, relatively little hasbeen
from
written aboutthis socialphenomenon
especially
a sociologicalperspective.
Much academicattentionthus far paid to credit unions,hastendedto focuson the
purely economicaspectsof their activities(cf. Barron,et aL 1994;Smith,et aL 1981;
Smith,D. J. 1984). This is perhapsunsurprising,giventhat the majority of them
functionassavingsand loansfinancialco-operativesin a capitalistsystem,but a
distinct anduniqueaspectof credit unions,asfinancial co-operatives,hasgone

2

largely uninvestigated. Namely, the requirement that members share a 'common
bond' of some kind. As the general principles mentioned above state, the common
bond is not restricted to any specific type of bond, but this aspect of credit union
activities has been a feature of virtually all credit unions since their earliest recorded
examples. It is this aspect of credit unions, and English credit unions in particular,
that provides the overall focus of this study.

Consequently, the kind of questions that the study seeksto answer include: what
significance, if any, has the common bond aspect had for different examples of credit
union formation and development?; do different common bond definitions carry
different degreesof significance or influence?; what are the origins of the common
bond requirement?; does it have any significance in the activities of contemporary

Englishcredit unions? The following sectionssetout the approachtakenin analyzing
credit unions in order to addressthese questions, and outline each specific aspect of
the study covered in the subsequentchapters.

1. General Rules and Principles of Credit Union Operations

Despite the variations in legislative requirements and the particular financial
environments that credit unions in different societies operate within, there are many
uniform features between them in terms of their general rules and principles. One can
seethis by comparing the 'Standard Rules' published by the main umbrella
organizations representing three different Western credit union movements. Namely,
the credit union movements of the United States,the Republic of Ireland, and Britain

2001).
following
ABCUL,
All
ILCU,
1993;
2001;
(www.cunq.
the
rules and
or
descriptions of the internal structure of a credit union are common to the three
examples selected:

A credit union operates(and is registered with its relevant state regulatory
body) as a financial co-operative that is owned, run and controlled by its
but
by
is
by
It
all the
members.
any one person or organization
not owned
people that use it. All members are considered equal irrespective of the
has
Every
in
invested
have
the
they
member
credit union.
amount of money
an equal say in the running of their credit union and decisions are taken on a
one-member, one-vote basis.

Members'savingsare pooledtogetherto be usedasa commonfund from
lend
for
loans.
The
that
can
amount
a
credit
can
union
which members apply
an individual memberis basedupona) the statutorylimit setby the relevant
legislation,andb) by the level of the member'ssavings. Eachmembercan
usuallyborrow up to a maximumof threetimesthe amountthey hold in
savings. Eachmemberis alsorequiredto purchaseat leastone 'share' in the
credit union. In the caseof Britain, thesesharesaretypically setat fl. The
credit union doesnot seekto makea profit, althoughtypically it will chargeI
per cent interestper month on a decliningbalanceasa meansof meetingits
administrationcosts,utility expenses,and so on. At the endof eachcredit
union financial year,any surplusfundscollectedthroughthis interestcharge,
or returnsgainedfrom any other investmentmadeby the credit union asan
organization,aremost usuallydistributedbackto the membersin the form of
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annual dividends. Or, if agreedby the members, this money can be used for
some service-related purpose: be it to acquire new office equipment, move to

moresuitablepremises,or whatever.

iii)

A Board of Directors is elected at the credit union's annual general meeting

loans,
decisions
include:
their
regarding
policy
and
making
responsibilities
shares,dividends,andthe salariesof any contractedcashiers.The Boardalso
bond
necessary
any
approvesmembershipapplicationsandauthorizes
coverage,investmentsanddepositsof funds. They alsoelecta chairperson,
vice-chair,treasurerand secretary.

iv)

The Boardof Directorscanalsoappointthe Credit Committee(unlessput
beforethe membersat the annualgeneralmeeting). The Credit Committee
acts on each application for a loan made by a member, and should meet no less

thanoncea month. Largercredit unionsalso usuallyelect a Credit Manager
or Loans Off icer who is responsible directly to the credit committee and can
approve loans.

V)

The Board of Directors also appoints the Supervisory Committee, who
effectively act as internal auditors examining the affairs of the credit union,
and its committees, on behalf of the members. The Supervisory Committee
can suspendDirectors for sufficient cause.

2. An Overview of British Credit Unions and their History

In March 1999 there were 530 credit unions active in Britain. And the first aspectof

the movementthat revealsitself is that it is an almostexclusivelyurbanphenomenon.
Collatedfrom the annualreturnsmadeby the existingcredit unionsto the Registryof
Friendly Societies (the movement's then regulatory body) for the years, 1995,1996
and 1997,447 British credit unions were classified as 'non-work-based', or
'community' credit unions, and 83 classified as 'work--based', or 'industrial' examples
(ABCUL, 1999). At this time the movement could boast a combined membership of
214,660, with E122.3 million in total assets. In terms of the numbers of members, the
combined total of 'community' and 'industrial' credit unions were roughly similar
with both models sharing approximately half of the combined membership total.
However, in terms of both 'shares' and the amount of money awarded in loans, the

industrialcredit unionssurpasstheir communitycounterpartsquite considerably.
Whilst the combinedsharesof communitycredit unionstotaledE31million and
between them had made L24.7 million in combined loans, industrial credit unions held
some E74.8 million in combined sharesand bad awarded E72.8 million in total loans

(ABCUL, 1999:10). Thus,while communitycredit unionsrepresented84.3 per cent
of all British credit unions,they only accountedfor 29.43per centof the movement's
total assets.Consequently,despitemakingup only 15.6per centof the number,
British industrialcredit unionsheld 50 per centof the membershipand 70.5 per cent
of the movement'sassets.

A similar pattern can be seenin the comparison between the average individual
memberships,and average individual assets,of community and industrial credit
unions at different stagesof their development. From the 97 community credit unions
in England and Wales registered with the Registry of Friendly Societies for between 3
to 6 years, the averagemembership was 146 and the averagetotal assetswere E32,
117 (ranging from E4,157 in the caseof the Brotherhood of the Cross and Star C.U.
Ltd., to E147,000 in the caseof Bargoed Aberbargoed and Gilfach C.U. Ltd. ). Of the
17 industrial credit unions registered for the same period of time, the average
membership was 968, with L620,353 in combined assets(ranging from; E55,338in
the caseof Norwich City Council Employees' C.U. Ltd., to E2,152,063 in the caseof
Voyager C.U. Ltd. based in Manchester). There were, in 1999,36 English and Welsh
community credit unions who had been registered for over 12 years. The average
membership of these was 370, and the averageassetsreported as being E213,711
(ranging from ;E7,963 in the caseof Cowgate C.U. Ltd., to E2,720,596 in the caseof
the PentacostalC.U. Ltd. ). Only II industrial credit unions have been active for over
12 years in England and Wales, but their averagemembership in 1999 was 1,552 and
their averageassetswere fl, 725,302 (ranging from E36,059 in the caseof the North
West NewsagentsC.U. Ltd., to E5,809,181 in the caseof the Greater Manchester
Police C.U. Ltd. ) (ABCUL, 1999:13-24).

The first recorded British credit union was established in London in 1964 among a
number of Afro-Caribbean families living in the Homsey area of the city, who had
brought the idea from Jamaica where credit unions were already established.
However, it was not until the passing of the Credit Unions Act of 1979 that any
significant impetus was gained for the proliferation of credit unions in Britain. The
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central requirement of the Act stipulated that all credit unions should be registered
with the Registry of Friendly Societies,who would be responsible for ensuring that
any credit union seeking to register itself had a 'satisfactory' common bond, met the
objectives of the movement and was functioning under an appropriate set of rules.
The Registry was also charged with monitoring active credit unions, made responsible
for monitoring their quarterly and annual returns, as well as for determining their
managementcapabilities. Under the Act, the Registry was also given powers to
suspenda credit union's operations, cancel its registration, or prosecuteany illegal
financial activity (Ferguson & McKillop, 1997:69-90).

In the three years following the passing of the Act, there was a sharp increase in the
formation of credit unions and by 1982,73 had registered. During the mid-1980s, a
downturn in new fori-nationsoccurred, especially in relation to employee-basedcredit
unions. Ferguson & McKillop suggestthat this was largely due to the effects of
economic recession,as well as a result of the implementation of additional
requirements for credit unions set by the Registry. These additional requirements
included additional reporting requirements and additional competency requirements
for volunteer officers prior to registration. However, during the late- I 980s and early
1990sthe British credit union movement enjoyed quite significant growth. Between
1987 and 1994 a four-fold increase in registrations was reported by the Registry,
taking the total number to 459. However, despite there currently being 660 credit
unions registered in 2000, the period since 1994 has been marked as much by failure
as by success. Some credit unions have successfully developed and consolidated but
there have been quite a large number of closures and collapses - most especially
among younger, or what has been termed 'nascent', credit unions (Ferguson &

McKillop, 1997:93-109). Also, out of this total, some 220 credit unions had not
submitted their annual returns to the Registry by the 301hApril deadline stipulated
include
did
Act.
Registry
Thus,
these credit unions in their official
the
the
not
under
figures. By September2000, some 50 credit unions had still failed to submit. The
vast majority of these 220 were smaller community credit unions.

The basic pattern that emergesfrom this overview of British credit union history up
until 2000, is that it began as a collection of different small-scale urban community
initiatives and developed into a movement with two distinct strands: on the one hand
there are the small clusters and networks of community credit unions, with mostly
but
less
the
the
much
and
numerous
modest assets;and on
other,
small memberships
larger industrial examples with greater membership numbers and the greater assets
that this has brought.

2.1 The Movement's Internal Associations

After a few years, when three credit unions had been established in the London area, a

fledgling federationwas setup aroundthe commonbondthat linked themall - the
fact that they wereall basedin RomanCatholicchurches.After a while, andasmore
credit unions began to emerge in other areas,this association developed into the
Credit Union League of Great Britain - which itself, after a relatively short period,
developed into the Association of British Credit Unions Limited (ABCUL).
However, there followed a split among some members of the ABCUL board of
directors which resulted in the formation of the breakaway National Federation of

Credit Unions (NFCU). Interestingly, these two associations quickly came to
representtwo distinct factions within the early movement. Specifically, ABCUL
NFCU's
industrial
the
to
affiliates
exclusively,
while
credit
unions
came represent
between
different
This
drawn
the
from
emphasis
unions.
credit
were all
community
NFCU and ABCUL was highlighted by Ferguson & McKillop.

The primary focusof [NFCU] is on communitydevelopment,self-helpand smaller
in
termsof the
Its
the
only
not
units.
membersconsider role of credit unions
provisionof financial services,but alsoin the promotionof self-helpandcommunity
development,particularlyin areasof economicdisadvantage.While encouragingits
membersto becomeeconomicallyviable by developingto a sizeappropriateto the
needsof the membersandthe local community,it neverthelesspreferscredit unions
in
be
hundred
it
Expansion,
few
the
to
should
members.
where
occurs,
not exceeda
developmentof new unions.

ABCUL,

in contrastto the NFCU, is very much in favour of a growth-orientated
...

andcommunitystrategy.While it alsohasexperienceof community-based
orientatedinstitutions,attentionis moresharplyconcentratedupon individual credit
unionsachievingsignificantcritical mass. This is then expectedto result in the
generationof businessefficiency andscaleeconomies,with the credit union
eventuallyoccupyinga significantposition in the savingsand loansmarket(1997:
87).

The different emphases,
and ideologies,of thesetwo associationspersisteduntil the
internaldissolutionof the NFCU in the last few yearsof the 1990s.Although the
NFCU still officially exists,albeit in nameonly, the vast majority of the 200 or so
communitycredit unionsconnectedwith it de-affiliatedandsoughtto join ABCUL.
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3. Core Theoretical Approach

At the heart of this study lies Elias'sconcept of a figuration and, specifically, the
brings
this
human
interdependencies
that
the
concept
of
use
and emotions
problem of
into sharp relief. In What is Sociology? (1978), Elias arguesthat the sociological
legacy of both Marx and Durkheim has left theorists and researcherslargely
Whether
beings
human
bonds
that
share.
the
economic and political
preoccupied with
talking of 'class', or 'the division of labour', a distinctly 'they' perspective pervades
bonding
its
theory
resting
conclusions on social
generally - with many of
classical
disproportionately on the so-called economic 'sphere'. But, argues Elias, if only
deal
impossible
into
it
is
interdependencies
impersonal
to
taken
account,
are
relatively
bonds
the
social
problem
of
people's
adequatelywith
- especially their emotional
bonds. Underlying the asymmetrical power balancesthat exist between individuals
is
bonds:
figuration
triad
the political, the
a
of
and groups within a particular
Elias
As
the
explains:
and
affectual.
economic,

In small socialunits containingcomparativelyfew people,every singleperson'sweb
of personalrelationshipsmay includeall the otherpeoplein the unit. The figuration
of eachperson'sattachedandunattachedvalencieswill certainlydiffer from that of
everyoneelse. Yet as long asthe unit is small,the figuration will includethe whole
tribe. As socialunits becomebigger andmorestratified,new forms of emotional
bondwill be found. As well as interpersonalbondstherewill be bondsconnecting
peopleto the symbolsof largerunits,to coatsof arms,to flags andto emotionallychargedconcepts(1978:137).
II

In larger, more deeply stratified social units therefore, focusing on a single person's
nexus of relationships will not necessarily reveal the significance of the personal
aspectsof social bonds. Yet, one must return to this single person's web of personal
from
how
it
feels
in
T
that
to
the
seems
and
relationships order glean
perspectiveperson's point of view. Nevertheless, Elias rejects the epistemological notion that the
individual is the basic 'unit' of society, and stressesthe importance of avoiding Homo
Economicus and Homo Polificus assumptions(1978: 134-138).

The positing of affective bonds alongside political and economic bonds as a universal
of human figurations, I believe offers the researchera particularly nuanced approach
to the study of social phenomena- and credit unions in particular - as it requires one
to reveal and account for these bonds in whatever particular context they occur. This
is the main intention of this study: examining three casesof credit union formations
and development, seeking to reveal and account for the affective basesunderpinning
the common bond requirement among credit union members in different societies, and
in different structural and historical contexts. In doing so, however, it is not intended
to link 'discourse' and social structures directly either by working up from the microlevel of a credit union, or group of credit unions, to wider society; nor from the

level
individual
down
the
to
of
or collectivecredit union activities.
macro-level
instead, the study attempts to balance analysis and synopsis by revealing the different
fortris of affect encapsulatedby the common bond definition and showing how, often
through the common bond definition itself, credit unions have borne the stamp of the
structural conditions under which they have emerged and developed.
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However, as a thesis undertaken at this stage in the development of sociology, a
reseachermust be conscious of the many specialisms and schools of thought now
lack
in
field
the
the
subsequent
of any common
of sociology with
operating
theoretical core to the discipline (Gouldsblom, 1977; Kilminster, 1998), as well as
being aware of the continuing disputes and dialogue between different theoretical
in
(May,
research
social
used
currently
paradigms and various models and methods
1997). In the current 'concentration phase' (Kilminster, 1998: 162-172), rival schools
in sociology have moved away from the fierce competition that accompaniedthe
expanding and consolidating institutionalization of the 'conflict phase' that
More
1980.
from
discipline
1965
the
until about
approximately
characterized
between
have
begun
to
ground
concede
common
recently, competing paradigms
themselves as the once steep power gradient between them has begun to flatten out.
As a result, argues Kilminster, the traces of group allegiance once firmly embeddedin
faded.
And now,
has
concepts

[a] vocabulary of concepts has thus become the common property of all in the new
establishment, paralleling the consolidation of new hybrid social and sexual codes in
the wider society. New theoretical synthesescan now be seriously contemplated
becausethe changing structure of the interdependent social existence of previously
antagonistic sociological parties has developed into a new, integrated, more
is
It
this development that has 'neutralized' the conceptual
pattern.
polyarchic
apparatus,transformed its nature and made it generally available for sYsthesizing
efforts, for example structuration theory (1998: 166).

But this phaseof sociology is also characterizedby a processwhereby sociological
debatesare more and more coming to be focused around key dualisms, or antinomies,
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'micro/macro',
These
debates
antinomies,
to
programmes.
and research
common all
4agency/structure','system/lifeworld' among them, while consituting 'the theoretical
(1998:
169),
level
nonetheless
synthesis'
cognitive
and
of social
anatomy of a new
inquiry
'self-evident'
and often
sociological
of
parameters
confront researchersas
determine the scope of researchand reflection.

In analyzing credit unions, which on the surface presentthemselves to the researcher
be
it
them,
easy
would
financial
within
undercurrents
affective
as
with
co-operatives
be
to
the
study would
to follow a conceptual approach whereby the overall aim of
discover whether credit unions are, for example, 'agency'-led co-operatives with
in
Or,
'structural'
a similar vein, and using equally contested
characteristics.
certain
is
financial
'association'
that
with certain
a
a
credit
union
positing
concepts,
6community' aspects. In an attempt to move beyond such approacheswithout simply
discipline,
thesis
this
the
within
concepts
established
and
prominent
are
what
rejecting
best
that
understood through the application of an underused
are
credit
unions
argues
By
has
it
is
but
explanatory
power.
considerable
argued
one which
concept
Bund
type
of
association
or
elective
credit
unions
as
a
particular
considering
(Schmalenbach, 1977) (a concept that will be argued to be a sociological category that
locked
dichotomy
help
the
transcend
within the
conceptual
can
GemeinschaftlGeselIschaftschema),one can better account for and explain the bases
by
definitions
bond
the
set
credit
various common
of affect encapsulatedwithin
bear
how
the stamp of the structural
these
associations
yet
show
elective
unions, and
having
form
to
they
themselves
restrict or gear
without
which
within
conditions
GemeinschaftIGesellschaft
towards
or
agency/structure
some point on an
conclusions
continuum.
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4. The Use of a Case-orientedMethodology

The main body of researchput forward by the thesis takes the form of three case
for
This
historical
two
several
was
adopted
strategy
studies:
and one contemporary.
reasons:(i) It facilitated an analysis of the origins and development of three particular
(and
As
long-term.
Western
the
above
mentioned
examples of
credit unionism, over
covered in detail in chapter 3), the general principles and rules of credit union
operations have remained largely the same since the emergenceof the German
Raiffeisen credit unions, although the social and structural conditions within which
these elective associations formed themselves obviously differ - both in respect of the
different societies they operated in and the different historical periods that they
in
it
in.
However,
the
the
early
stages
process,
was considered
of
research
occurred
that these general principles and rules of operation not only provided a common
thread in the casesof credit union formation and development selected for study, but
also could aid the identification of the affective bonding and affective motivations
identification
believed
This
these
to be possible
elective
associations.
was
within
through the investigation of the attitudes, beliefs and standardsof behaviour
bond
in
by
the
common
aspect
each case.
encapsulated

(ii) Moreover, as these common principles and general rules also led indirectly to the
theoretical consideration of credit unions as elective associations, investigating the
basesof affect located in the common bond aspect in each casewould help to show
how these elective associationsbear the stamp of the particular structural conditions
within which they formed themselves.
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(iii) Furthermore, by utilizing Schmalenbach's(1977) general orientation and
conceptual triad in respect of elective sociation as a distinct sociological category,
considering credit unions as elective associationswith observable affective
motivations within them, was consideredto be, as Blumer describes, a useful
'sensitizing concept' (Mennell, 1992: 257), with which to guide the general
investigation of the casestudies both individually and collectively.
-

A further reason for using a case-orientedresearchstrategy was to facilitate a
comparative aspect to the method. However, due consideration had to be given to the
potential problems that can be associatedwith any generalizations made from a small
sample of casestudies. Nevertheless, despite the fact that attempts at generalization
from a small number of casesis necessarily a haphazardaffair (since one cannot tell
which characteristics are general and which are unique), it is far from clear that
generalizations on many casescarry substantially greater validity. Simply, because
they may not be representative (Mason, 1996). This potential paradox is eased
somewhat if it is possible to achieve a really representative sample of casesthat is still
small enough so each one can be examined in detail (Deising, 1972). But it cannot be
claimed that the casesinvestigated for this thesis form a representative sample of
credit union formation and development in the three societies under study. Therefore,
another strategy would be required to strengthenthe validity of any generalizations
made from the casesselected for analysis. One quite obvious, but nonetheless
important, fact about the 3 proposed caseswas that while they cannot claim to be
representative,their diversity, in terms of the different societies and times in history
when they emerged,was evident. And such diversity has nonethelessbeen argued to
be a valid basis for generalization. As Platt (1988) elucidates, this logic is basedon
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the afortiori argument that if such diverse casescan be encompassedby the same
it
follow
(perhaps,
less
those
that
with
other
must
extreme) values
proposition,
general
it.
by
Platt goes on to state that any claims
the
on
same variables are also covered
made from diverse casesare strengthenedif, through consideration of factors known
social-scientifically, there is nonethelessevidence of uniformity. The more surprising
the uniformity, the greater the conviction any generalization will carry.

No one disputes that a single case may be a useful source of hypotheses,or may
refute a universal generalization, or demonstrate the existence of a phenomenon
which needs to be taken into account. Afortiori

and similar arguments, though

seldom discussed,create little difficulty. As soon as it is recognized that there are
degreesof plausibility or confirmation, notjust simple right and wrong, many
difficulties vanish, since these are plainly affected by the character of cases:a leastlikely caseprovides a strong confirmation (Eckstein, 1975: 119); a casevery different
from those previously studied gives a greater confidence than a similar one (cf. Polya,
1968: 4-20); and so on (1988: 17-18).

However, one must recognize that many comparative historical studies typically cover
only a few casesand, therefore, though they gain by providing a detailed and nuanced
in
account of events those cases,they sacrifice the advantageof having a larger
number of caseswhich allows one to make fuller use of the comparative method to
eliminate spurious factors (Rueschemeyer& Stephens, 1997). Nevertheless, when
designing the researchstrategy, I felt that a representative sample of credit unions
would add little to the analysis. All a representativesample would do is add a degree
of assurancethat the casesstudied had not omitted types occurring often enough to
appear in them; but would introduce a further problem of defining the population
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from which the sample was drawn (Platt, 1988: 22). And, in terms of the processof
inference to general propositions, May (1997) argues that this process is always
'logical' rather than 'statistical'. Statistical inference, which requires a number of
cases,tends to effectively focus on the concomitant variation of two characteristics.
The analyst must still go beyond the sample and resort to theoretical thinking to link
those characteristics together.

In respect of my work into the question of sociological measurement,I concluded that
be
infrastructure
to
the
not
could
unions
of credit
any attempt reveal
emotional
explained in terms of any particular quantifiable factor alone. As Elias stresses,
bases
by
be
into
meansof procedures
of
affect
cannot
notions
and
explained
analyses
if
'factors'
'variables'
or
as
each of them existed and could vary
aimed at measuring
independently
Neither
by
the
themselves
could they
of
whole
social
configuration.
all
be explained by means of proceduresbasedon the tacit assumption that social
phenomenaare combinations of variables comparable to the combination of atomic
&
(Elias
their
of
principal
serve
as
one
models
which
natural
scientists
particles
Scotson, 1994, Elias, 1987).

Elias himself tendedto focuson what he termed,'real cases'. In this study,by
in
strategy
a comparativemethodit is hopedthat this can
a
case-oriented
utilizing
facilitateunderstandingof thesespecificcasesbecauseof their intrinsic valueas
examplesof credit union formationanddevelopment.What the researchstrategywas
designedto do wasto enablepotentialgeneralizationsabouttheseelective
associationsin the first caseto be testedagainstthe othercases.However,the
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generalizations that are made in this processare not claimed as universally valid, but
valid only for casessimilar to those studied. As Deising argues:

Comparison provides a bridge between the variability and uniquenessof a caseand
the uniformity and generality of theory. The bridge is two-way: it makes theory
available to guide and control observation, and it makes observation available to test
and improve theory (1972: 184)

And as Ragin also says:

[C]ase-oriented methods stimulate a rich dialogue between ideas and evidence.
Becausethese methods are flexible in their approach to the evidence - few
simplifýing assumptions are made - they do not restrict or constrain the examination
of evidence. They do not force investigators to view causal conditions as opponents
in the struggle to explain variation. Rather, they provide a basis for examining how
conditions combine in different ways and in different contexts to produce different
outcomes (1987: 52).

In short, adopting a case-oriented strategy in the researchdesign processwas done
with a view to facilitate an on-going dialogue between the theory and the empirical
research(van Krieken, 1998:163).
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5. Chapter Overviews

The concept of elective association is examined in greater detail in Chapter 2. The
discussion begins by looking at the long-term development of the concept of
4community' in sociology, referring to Bell & Newby (1976) to discuss the
'T6nniesian legacy' they find within the Gemeinschaftcategory. This 'legacy' Bell &
Newby identify, and its continuing influence, is revealed through a critique of the
communitarian theories of Etzioni (1993; 1997), and the chapter goes on to argue that
figurations
is
Elias's
(1974;
1994)
that
theory
re-invigorates
as
of
communities
-it
4community' as a reality-congruent concept. Schmalenbach's (1977) 'Bund' concept
is then examined and it is argued that his extension of Tbnnie (1974)
GemeinschaftlGesellschaftschemaenablesone to examine many different forms of
doing
In
them.
the
so,
affective
motivations
within
and
explain
elective association
into
(1994;
1998)
Hetherington's
contemporary expressionsof
work
aspectsof
identity are discussed in relation to his use of Schmalenbach's concept.
Schmalenbach'sinfluence is also seen in Maffesoli's (1996) investigations into
forms
'neo-tribes'.
'emphatic
Cohen's (1985)
and
of
sociality'
contemporary
symbolic construction of community thesis is considered in relation to the question of
boundary formation and, especially, the examples he provides to show the
boundaries
drawn
between
different
that
of
symbolic
are
array
numerous
considerable
groups in modem times. Cohen's skillful use of different empirical examples then
draws the chapter into a brief discussion of conceptual clarity with regards to
Schmalenbach'sconcept. Shils's (1957) work on human 'ties' in personal and
ideological primary groups, and his referencesto Schmalenbach,are also considered.
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And Shils's distinction between ideological and personal primary groups leads to a
between
for
different
trust
the
people.
motivations
note on

Chapter 3 traces the origins and development of the Raiffeisen credit unions of
development
1913,
between
1860
their
Germany
and
places
and
south-westem
against the parallel development of the Schulze-Delitzsch credit unions of eastern
Germany. The chapter draws on Weber (1985) to show the structural context within
his
highlights
these
analysis of the particular
and
which
elective associationsemerged,
Raiffeisen
from
former
the
credit
the
which
peasantclass
social relations among
its
The
drew
their
the
considers
also
chapter
memberships.
majority of
unions
findings in relation to aspectsof Schmalenbach'sthesis, and refers to de Swaan
(1988) and his work into workers' mutualism and social constraint towards selfdescribing
brief
The
the emergenceof
excursus
chapter concludes with a
constraint.
importance
highlighting
Italy,
in
Austria-Hungary
the
of the
and
credit unions
in
both
bond
cases.
aspect
common

In examining the origins and aspectsof US credit unions, Chapter 4 traces the
development of what is now the world's largest credit union movement. Its early
history is explored, with specific reference to the caseof credit union formations in
Manhattan from 1914. Lipset's (1964) investigations into the emerging American
data
detailing
dominant
the
then
system
and
other
societal attitudes and
value
national
standardsof behaviour concerning the borrowing of money, are supported by the
by
dominant
these
these
the
of
successful
of
values
evidence
accommodation
fledgling credit unions through their common bond aspect. Specifically, through
for
loans
'productive' purposes,guaranteed
committees
strictly
members'
awarding
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by the 'good character' of the borrower asjudged by fellow members. Furthermore,
the chapter goes on to show that the mutual stresson individual achievement and
key
be
American
Lipset
the
that
of
character,
could
a
aspect
as
conformism
reveals
successfully reconciled with membership in a credit union

Chapter 5 analysesthe significance of the common bond in contemporary English
credit unions with reference to the ideas put forward by Giddens (1990; 1994)
concerning the basesof trust in reflexive modernity. The data for this chapter comes
from existing secondary sourcesand from interviews with respondentsfrom credit
is
data
in
Yorkshire
interview
Lancashire.
Both
the
source
unions
and
and secondary
in
the light of Bauman's (1998) investigations into the structural
considered
also
conditions of the emergent 'consumer society'. The significance of the common bond
aspect in relation to the current rift within the developing British credit union
movement is outlined, as is its significance in relation to the basesof trust between
members. Evidence of established/outsiderrelations (Elias & Scotson, 1994) are
into
through
an
source
case
analysis
a
secondary
study
of
revealed
an attempt to
establish a credit union among three communities, and data gathered on English
community credit unions in particular is shown to support Scott Lash's (1994) critique
of Giddens and the observations Lash makes in respect of the 'reflexivity losers' of
is
A
note
also made of Giddens' lack of clarity in respect of the
reflexive modernity.
different motivations for trust, first covered in Chapter 2. And Shils's insights into
ideological and personal primary groups are considered in view of the fact that all the
respondentsare active volunteers and officers in their credit unions, and sometimes
within the wider credit union movement.
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Chapter 6 continues the focus on English credit unions but develops the analysis
through an examination into the relationship between them and the 'expert
knowledge' (Giddens, 1990: 1994) that they have come into contact with - both in
terms of attempts at credit union formations by various local authorities and through
the regulation of their activities as financial co-operatives by the Registry of Friendly
Societies. Further aspectsof Lash's (1994) critique of Giddens are covered, most
especially his claims that Giddens places too much emphasison the effect of 'expert
systems' in relation to intimate relations at this stageof modernity. The
characteristics of 'reflexive communities' that Lash describesand identifies as a
in
have
to
much common with
growing phenomenon reflexive modernity are argued
the ideas of Hetherington (1998) and Maffesoli (1996) and, crucially, their use of
Schmalenbach's(1977) Bund concept. However, a note of caution is sounded in
insights
from
Shils (1957), as well as the conceptual vagueness
the
gleaned
respectof
that can result when 'trust' is used without enough regard being paid to the distinction
between affective and rational trust. The chapter concludes by outlining the changing
in
English
to
credit unions and presentssome
environment
relation
regulatory
thoughts on the prospectsthis may hold for the common bond aspect.
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Chapter 2

The Concept ofElective Association

Introduction

Having now described the main functions, structure and characteristics of credit
unions as elective associationschiefly concerned with financial cooperation among
their members, this chapter will introduce and examine the range of concepts that
have been selectedto analyze the casesof credit union formation and development
laid out in the subsequentchapters. The layout of the chapter begins with initial
conceptual reflections and critique, and then addresseseach selected concept in turn.
Presentingthe chapter in this way is intended not only to provide a logical and
hopefully accessible framework for the reader, but also to show how different aspects,
or elements,of the selected concepts have been applied to particular historical and
contemporary casesof credit union formation and development.

As stated in the introductory chapter, it is the emotional undercurrents, the particular
forms and shadesof affective bonding that exist within this elective association, that
provides the overall focus of this study. That is, the required 'common bond' aspect
of credit union membership that has been a key characteristic of virtually all examples
of this elective association throughout the world. In the first instance, therefore, any
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concept seeking to 'capture' this particular aspect of credit unions would seemingly
be basedon a general premise that they exhibit at least certain characteristics of a
'community' of one kind or another. Tbus, they would be expected to operatewithin
boundaries and territories, serving to demarcatemembership and non-membership.
However, suggestingthat many credit unions display affective-based demarcationsof
inclusivity and exclusivity, requires the researcherto engagewith a concept which
although widely used in many different specialisms within the sociological field, has
nonethelessbeen subject to a considerable amount of different interpretations and
uses. Indeed, in a recent well-crafted dictionary of sociological terms (Jary & Jary,
1995), the encyclopedic entry for the term 'community' defines it as one which in
current sociology has both descriptive and prescriptive currency. Depending on one's
point of view, 'community' can be used as a purely analytical tool, but equally can be
loaded with normative and ideological connotations. Hence, the term is employed to
categorize and identify physical and geographical characteristics of human
settlementsand groupings of numerous kinds, andto conceptualize and hypothesize
on the nature and quality of the social relationships sustainedby them (1995: 100101). This vaguenessand controversy surrounding one of sociology's unit ideas has
been long debated(see below). Yet, considering the considerably different theoretical
interpretations and empirical requirements that can potentially be levelled at a
hypothesis whose initial premise is that 'credit unions display community
characteristics', it is necessarythat one seeksto discern which particular definition of
the term 'community' would best be placed against credit unions as a social
phenomenon. Indeed, whether any currently applied definitions of the concept of
community are useful in this caseat all.
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1. The Long-Terin Development of the Concept of 'Community'

For sometime now sociologistshavemovedawayfrom long-rangetheories. Theyhave
tried to makedo with lawlike theoriesof the middle-range(so-called). Theseareusually
little morethan short-andnarrow-rangegeneralizationsabstractedfrom selectedaspects
less
leave
differentiated
they
their
out
of
account
societies;
of
own relatively
differentiatedsocietiesof the pastandof their own time aswell asthe whole movement
long
from
leading
the
the
processof the pastthrough
of
structuredsequenceof changes
the shortpresenttowardsa future. A peculiardistortionhasfollowed from this
foreshorteningof the sociologists'field of vision. Underthe name'modem' the shortterm problemsof the sociologists'own societiesandhigh level generalizedabstractions
from themstandin the centreof the field almostin isolation. The long processof past
developmentshasshrunkinto a singletype of societycalled 'traditional' andthe future
appearsasa largely quantitativeprojectionof short-termtrendsof the present.

Elias, (1974: xvi)

Forming part of his wider argument for the development of process-theorieswhich do
not abstract from the successionof changesthat societies undergo and seek instead to
diachronic
long-term
the
structure
and
sequential
order
of
social change, Elias
model
hampered
be
by terms that are, as he says,
to
community
research
considers much
'shrouded in a voluntaristic twilight' (1974:xvii). That is, in blurring the distinction
between human bonds that can be made and unmade at will by those concerned, and

humanbondswhich cannotbe madeandunmadeat will, ten-nscarry a distinct
implicationthat humanbeingsarealwaysfreeto act, to interact,to form relationships
astheylike. In Durkheim,for example,Elias considersthe conceptof 'organic
betweenpeople
solidarity' ascarryingan implicationof functionalinterdependence
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mirroring that of organs in an organism. Solidarity apparently being arrived at, and
with it interdependence,as a result of people's moral decisions. So too in more recent
bias
Elias
'interaction'
'role',
towards focusing
can
see
a
and
concepts such as
sociological researchon how individual people act or behavewhen they make contact
or form relations with each other. For figurational sociology, however, the fact that
people are dependenton each other in a great variety of ways limits the scope of their
choices and their actions. Useful concepts, he argues, should reflect this.

1.1 'Community' as Myth

It was the perceived lack of useful propositions for serious sociological analysis of
communities that prompted Stacey's (1969) widely-regarded article examining the
paucity of available concepts for community researchers. Often held as the 'first
word' in the contemporary debate on this issue within British sociology, Stacey holds
that a number of prominent conceptsof 'community' are in fact so theoretically vague
as to be virtually useless. Indeed, notions of 'community', she argues,are often
employed as amorphous catch-all terms supposedly referring to any social grouping,
or agency, within which an individual is introduced to social relations outside the
confines of the family. As Stacey rightly points out, various agenciesare involved in
this processof introduction (e.g., parents' kin and friends, neighbours, teachersand
peers at school, and so on) and they may, or may not, be interrelated. If they are
local ity-based and interrelated, then a local social system may be argued to exist and
be worth studying. However, such a social system may, or may not, display
community characteristics.
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Stacey's 'social system' concept is, as she admits, largely consonant with Parsons's
6societalcommunity' concept, where normative patterns define what are regardedto
be proper, legitimate, or expected modes of action or of social relationship
(1969: 140). Subsequently,a 'social system' hypothesis would be set in the broader
context of system integration. What is particularly interesting in Stacey's approach,
however, is her stressthat the concept of a local social system involves both structure
institutions
her,
For
are
this
therefore,
andprocess.
necessitatesnotjust stating what
present in a local social system, but also revealing the processesof their operation.
Further, it requires notjust an examination of which institutions are connectedto
which others, but also the processesinvolved. Most importantly,

Processinvolvesmovementand it follows that no socialsystemis static. This I take
taketime andthe dimensionof time is therefore... essential
as axiomatic. Processes
to the conceptualizationof any socialsystem. In this discussiontime will be treated
asan empiricalconditionrelevantto the stateof any local socialsystem. That is to
saythat stateof a systemat a given momentof time will be consideredandthe
temporalconditionswhich haveled to that stateandwhat may follow will be
indicated [I]t shouldbe understoodthat suchstatesareto be perceivedaspart of a
...
dynamicprocess(1969:141).

by her
This perceptiveaspectof Stacey'scritique hastendedto be overshadowed
forthright rejectionof 'community' asa worthwhile concept- at leastin the form that
prominentstudiesandargumentshadtendedto usethe term up until that time.
However,from the 31 propositionsaboutlocal socialsystemsthat Staceyoutlines
towardsthe endof her article, the focustendsto leantowardshow local institutions,
or agencies,canor may affect existingcommunityrelations- or, indeed,destroythe
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existing local social system altogether (1969: 141-145). Certainly this is not an invalid
approach. But there are some points of concern that arise. For example, from her
broadly Parsonianfoundations, Stacey statesthat a local social system will have a
system of beliefs and expectations associatedwith it. And if a majority of the local
population do not shareto any considerable extent common groups, institutions,
beliefs and expectations, then it will follow that no one local social system will exist
for that locality. Moreover, indifference to each other in a population, or even overt
conflict, will indicate that no local social system exists. However, considering the
increasing differentiation evident in contemporary British society and with it the
lengthening chains of interdependencies,communities can be seento have lost many
of their traditional functions to higher levels of integration. Subsequently,the study
of many different localities in order to discern the existence, or not, of a local social
system would seemto be of limited value. Sociologically, perhapsa better approach
would be to researchthe changing nature of interdependenciesand affective bonds
among members of geographically bounded areasthe better to establish the level of
cohesion among people of a particular local social system and, with it, the level of
dependenceon their community that members have in their everyday lives. Further
reflections on this increasing differentiation in contemporary society are addressedin
a later section of this chapter.

Undoubtedly, the strength of Stacey's critique and propositions lays in her attempt to
put forward perceptive counterparts to the normative and ideological assumptions that
had hitherto plagued concepts of communities. They are intended as a series of checks
and balances for those using the term and are designed to be addressedfully before a
theorist or researcheris tempted to declare the existence of a community. And in her
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view, the term itself appearsso rigid and yet so vague that its use servesonly to
confuse hypothesesand narrow empirical scope.

1.2 The Different Conceptual Forms of 'Community'

When Bell & Newby (1976) considered the theoretical and conceptual distinctions
between different applications of 'community' that were evident within the multitude
of approachesconcerned with the study of urban social structure during the 1970s,
they identified three broad perspectiveson the term:

Community as a 'geographicalexpression',i.e. a finite and bounded
physicalexpression.
Community as a 'sociological expression',i.e. a local social system
(Stacey,1969).
Community as a particular kind of humanassociationirrespectiveof
its local focus.

Indeed, despite the influence of Stacey's seminal paper, Bell & Newby's research
revealed that the vast majority of sociological approachesto urban communities still
failed to examine the assumption of the coincidence of a local system with a particular
kind of social relationship. While they found a number of sociologists eliding all
three broad perspectives,and urban and rural sociologists have tended to concentrate
on the second,too often the close involvement of researchersin the object of their
studies or particular ideologies held by them have seenthem prescribe the third
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distinction of community -a particular kind of relationship - to which its spatial
grounding has only been a subsidiary consideration.

'In effect, what so concerned many nineteenth century observers- that is, the effects
of urbanization and industrialization processeson the breakdown of traditional forms
of authority and the potential threat it was feared they posed to social order - can be
seento have been supersededin the twentieth century by a host of value judgements
among sociologists particularly which still seesthe local basis of social structure
elevated above all others. Observing the long-term development of 'localism' as an
ideology, Bell & Newby chart how the growth of urban industrial capitalism since the
end of the eighteenth century has brought about the steady dilution of localism as a
structural principle of contemporary society. However, almost in direct parallel to
this, there has been a steady growth of a consciously articulated ideology of
4community' which had previously remained unarticulated and taken-for-granted.

Undoubtedly,'community' hasareal socialbasisin the essentiallylocalizedstructure
of traditional,pre-industrialEngland. And yet we canalso observehow 'community'
as an ideologyhasbeenusedto interpretthe nature of relationshipswithin this local
socialsystem. For example,one may observehow a rigid and arbitraryexerciseof
powerhasbeenconvertedinto an ethic of 'service' to thoseover whom the local elite
rule ... andhow an exploitativesystemhasbeenconvertedinto an 'organic' society
of 'mutual dependency'... This ideologicalusageof 'community' hasemphasizeda
commonadherenceto territory, a solidarityof place,to both dlitesandsubordinates
alike. It hasdeniedthe existenceof any conflict of interestýbut hasinstead
interpretedrelationshipsasbeingcharacterizedby harmony,reciprocity,stability and
affection(1976:200-201).
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As the growth of urban industrial capitalism acceleratedthroughout the nineteenth
federation
local
based
the
a
of
social systems,
upon
end of a society
century, marking
there rose an tangible fear within the propertied classesof the potential chaos and
from
by
the
the
poor
manufacturing
urban
ecological separation of
anarchy presented
their 'betters'. Subsequently, increasing efforts were made to reassertthe ideology of
.
6community' as a guide to social control. These sentiments remained particularly
in
into
the
twentieth
various
and
resulted
century
strong among urban planners well
attempts at social engineering both in Britain and the US towards the creation of
'urban villages', 'garden cities', and other such 'neighbourhood units' that were all
intended to re-establish the social controls of localism.

The neighbourhoodunit ideaundoubtedlyhad somebasisin socialfact,just as in
traditionalsociety'community' as an ideologyoften correspondedto someactual
local socialsystemwhich boundedthe everydaysocialrelationshipsof its inhabitants
[However] life in, or on, the vergeof povertyties an individual to his immediate
...
neighboursthrougha relianceon mutualcooperationand dependencyin an urbanas a
rural setting. The local socialsystemof the neighbourhoodis, therefore,a productof
extra-localeconomicconstraints,mademanifestthroughthe housingmarket,for
instance,ratherthanthe carefulnurturing of any 'spirit of community' (1976:203).

Bell & Newby go on to show that the long historical pedigree of value-judgements
that have tended to assumea logical connection between human beings' desire for
affection, integration, identity, and so on, and the existence or creation of local forms
of territoriality or social systems,have found their way into sociological theory as a
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direct result of the legacy of one of the discipline's unit ideas: Tbnnies's
GemeinschaftlGeselIschaftschema.

1.3 The T6nniesian Legacy

While T6nnies's concepts do refer to forms of human association rather than types of
in
he
types
these
of relationship particular patterns of
settlement, nonethelessgrounds
is
&
Newby,
Bell
locales.
in
This,
argue
settlement and particular geographical
T6nnies's most 'mischievous legacy' (1976: 194) becausedespite apparently
forms
localism
by
three
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This is certainly true. Yet, another distinct legacy of T6nnies's central idea stems
from the epistemological underpinnings of his theorizing. Specifically, his
assumption that all social relationships are created by individual human will - that is,
every existing combination of individual thoughts and feelings which, working
independently, acts in such a way as to facilitate or hinder other similar combinations
in
introduction
ideas
(1899,
translator's
to T6nnies, 1974:xv). Indeed, he
cited
of
considers that social relationships only exist as social facts through the will of
individuals to associate. Interestingly, both the roots of T6nnies's implicit paradox
revealed by Bell & Newby, and his assumption that all social relationships stem from
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individual human will can be identified from the opening section of his General
Statementof the Main Concepts in Book One of Community andAssociation:

Human wills stand in manifold relations to one another. Every such relationship is a
mutual action, inasmuch as one party is active or gives while the other party is
passive or receives. These actions are of such a nature that they tend either towards
preservation or towards destruction of the other will or life: that is, they are either
positive or negative. This study will consider as its subject of investigation only the
relationships ofmutual qJ'Irmation. Every such relationship representsunity in
plurality or plurality in unity. It consists ofassistance, relief, services, which are
transmitted back andforthftom
expressions oftills

oneparty to another and are to be considered as

and theirforces. Thegroup which isformed through this positive

type ofrelationship is called an association (Verbindung) when conceived of as a
thing or being which acts as a unit inwardly and outwardly. The relationship itself,
and also the resulting association, is conceived of either as real and organic life - this
is the essential characteristic of the Gemeinschaft, - or as imaginary and mechanical
structure - this is the concept of Geselischaft (1974:37) [my emphasis].

Then, later in the same opening section, T6nnies goes on:

To makethe word combination'joint-stock Gemeinschaft'would be abominable.On
the otherhand,thereexistsa Gemeinschaftof ownershipin fields, forest,andpasture
Whereverurbancultureblossomsandbearsfruit, Geselischaftappearsas its
...
indispensibleorgan. The rural peopleknow little of it. On the other hand,all praise
of rural life haspointedout that the Gemeinschaftamongpeopleis strongerthereand
morealive: it is the lastingandgenuineform of living together(1974:38-39).
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With T6nnies's 'mischievous legacy' ingrained within his initial premise, it was only
a short conceptual step to take from this typology of social relationships towards a
taxonomy of settlement patterns (Redfield and Wirth perhapsthe most prominent
examples). And as the concept gained greater currency within sociology over the
succeedingdecadesso too did a widening pool of researchwhich time and time again
pointed to an inadequacy with the GemeinschaftlGesellschaftcontinuum - and with it
the 'rural-urban' or 'folk-urban' continuum that had effectively been placed directly
over it (see Lewis, 1951; Bailey, 1970; Gans, 1968; Pahl, 1968). And after years of
careful research,Gans's conclusion that, 'Any attempts to tie patterns of social
relationships to specific geographical milieux is a singularly fruitless exercise' (cited
in Bell & Newby, 1976:195), was effectively re-stated by Stacey a decade later.

1.4 An Example of the T6nniesian Legacy in Contemporary Sociology:
The Debate about Communitarianism

Despite the considerable empirical researchthat has in many casesrevealed the
inadequacyof, or effectively repudiated, the T6nniesian legacy, its considerable
influence can still be found in contemporary sociology. Most notably, perhaps,
locked within the sociological core of the communitarian thesis. Both the main
political and sociological strands of communitarianism have enjoyed not
inconsiderable influence over the previous decade especially in the area of welfare
issues. From its beginnings as a philosophical critique of liberalism and its excesses
in neo-liberal political rationality and libertarian legal philosophy, communitarian
authors have taken quite disparate stanceson such issues as human nature,
institutional requirements of democracy and citizenship. More recently, however,
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prominent figures within the field have sought to establish communitarianism as a
robust theory in its own right; indeed, a new paradigm of socio-economic analysis
posited as a 'third way' between excessive liberalism and state-run socialism on the
one hand, and as a vehicle for 'rediscovering' the link between morality and the social
sciences,on the other hand (notably, Etzioni, 1995; Walzer, 1990). In this respect,
communitarian thinkers hold that a morally competent self must be a product of
affirmative social participation and of responsible personal conduct. Indeed, they
define self-deterrni nation as the freedom to find one's proper place within a moral
order of a community. From this perspective, communities are groups committed not
only to exchanging marketable goods, or forced by government to maintain unilateral
transactions in a state-type setting - such as paying taxes - but are also engagedin a
shareddestiny and are imbued with a senseof mutuality (Wagner, 1997).

It is Etzioni who provides the core sociological principles of communitarianism in his
two main texts, The Spirit of Community (1993) and The New Golden Rule (1997). In
The Spirit of Community, Etzioni is in places both definite and ambiguous in his use
of and interpretation of the term community. Broadly utilizing the
GemeinschaftlGeselIschaftschema,Etzioni on the one hand bemoansthe loss of
'traditional community', stating that having lost the 'moral voice' of their
community's values and networks, nineteenth century rural immigrants to the cities
too often fell prey to 'rowdy and criminal behaviour' (1993: 118) like alcoholism and
prostitution. Then, later in the same chapter, he statesthat even if modern economic
prerequisites allowed for a return to 'traditional community' (i. e., Gemeinschaft), this
would be undesirable as traditional communities were 'too constraining and
authoritarian' (1993: 122). Similarly, Etzioni draws on Wilson and Gans to state that
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American society is neither gemeinschaftlich nor geselIschaftlich, but a mixture of the
two, and then goes on to praise a member of George Bush's White House staff, James
Pinkerton, and his call for a new paradigm focused around a 'new Genleinschaft'
(1993: 122.). In The New Golden Rule (1997), Etzioni addressessome of the initial
criticisms of his thesis, yet does not really resolve the ambiguities that arise from his
own theorizing. He takes care on this occasion explicitly to define what he considers
'community' to be - placing his definition alongside the criticisms of both Stacey
.a
and Bell & Newby - but does not go beyond their basic initial arguments against the
over usageof the concept. In fact, his definition is in essencea restatementof
T6nnies's original.

Severalcritics havearguedthat the conceptof "community" is of questionablevalue
becauseit is so ill-defined- that it hasno identifiabledesignation.In "The Myth of
CommunityStudies",MargaretStaceyarguesthat the solutionto this problemis to
avoid the term altogether.Colin Bell andHowardNewby argue,"There hasnever
beena theoryof community,nor evena satisfactorydefinition of what communityis"
...

Communityis definedby two characteristics:first, a web of affect-laden

relationshipsamonga groupof individuals,relationshipsthat often crisscrossand
reinforceone another(ratherthan merelyone-on-oneor chainlike individual
relationships),and second,a measureof commitmentto a sharedsetof values,norins,
andmeanings,anda sharedhistory and identity - in shortýto a particularculture
(Etzioni,1997:127).

Etzioni statesthat a sharedhistory is a necessarycondition of a community, yet in his
very next section suggeststhat many other forms of human association, ranging from
Freemasonlodges to those who sharetransport to their place of work, can be termed
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In effect, by attempting to re-establish 'community' as a vibrant sociological concept
where contemporary individuals assimilate ethical values and core notions of civic
morality, Etzioni offers a definition of community which is actually static and lawlike. He is, in effect, prescribing community rather than explaining it, basing his
reasoning on a notion of the mythical 'traditional community' and suggesting that
sociological studies should direct their attention towards examining each element of
the web of social relations that make a community in order to discern whether they
reinforce, neglect, or undermine the 'moral infrastructure' (1993: 187).

1.5 Communities as Figurations

As Elias eloquently shows, the term community can still have resonanceand practical
for
if
freed from the static, law-like assumptions
theorists
researchers
and
application
that have tended to hamper its validity as a sociological concept.

Elias defines a community thus:

A community is a group of householdssituatedin the samelocality and linked to
...
eachotherby functionalinterdependencies
which arecloserthan interdependencies
of
the samekind with othergroupsof peoplewithin the wider socialfield to which a
communitybelongs. Specificreciprocaldependencies
of peoplehavingtheir homein
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public character.
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In a less-differentiated society, therefore, a community can be one of the highest
differentiated
becomes
As
levels
integration
and
society
more
a
of people.
of
effective
the hierarchy of levels of social integration grows in size and complexity, the range of
decisions which can and must be taken at the community level decreases.Regional
lower
increasingly
the
integration
levels
'to
canalize
come
and continental
of social
levels of social integration as the range of decisions taken at these higher levels
levels
lower
into
develop
the
increases.
Communities,
of
thus,
one of
necessarily
integration. Nevertheless, functions for the satisfaction of sociability needsand
leisure needscan promote a measureof integration even in localities of highly
differentiated societies and can endow them with community characteristics. Yet,
these functions tend also to decline when the transport mobility of a locality's
residents increasesand when they can afford to satisfy some or most of their
fact
Indeed,
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this
their
can
place
of
residence.
outside
needs
sociability and
have a direct bearing on the level of cohesion visible among one group within a
locality and another (see The Established and the Outsiders, 1994). In short,

[I]n less differentiated societies many more functions are performed at the community
lose functions
level than in more highly differentiated societies and
communities
...
to higher levels of social integration which develop, sooner or later, in conjunction
with an increasing differentiation of social functions. The nexus of interdependencies
at the community level in other words, changes in a clearly recognizable way together
with that of the nexus of interdependenciesin the wider social field of which a
community forms part. In accordancewith the phase of development of societies and
in the light of this development these changescan be explained (1973: xxxii).
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Similarly, many voluntary organizations - such as, charity and party organizations,
lifestyle associations,church and sectarian movements - can pursue their overtly
legitimizing aims and tasks by providing some community functions. And these can
include a network of extrafamilial personal bonds with power differentials, gossip
channels and sociability functions. Furthermore, community functions of this type
can play a part, or can even be explicitly fostered, in organizations and institutions
with an unambiguous dominance of impersonal public functions and
interdependencies- such as, public and private enterprises,universities or hospitals.
Indeed, if one considers that community functions can exist in organizations and
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institutions like these, the very term 'formal organization' itself begins to reveal
inadequaciesas a useful theoretical device.

The distinction

between social positions where people's functions for others
...
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themselves are subordinate to those they have to perform for others, but they are
full
impersonal
Hence
of personal
are
never absent.
and public organizations
all these
undercurrents. Whatever their impersonal and public functions are, they also often
have, in varying degrees,the character of undercover communities; they are beehives
of personal groupings and interdependenciesfull of bonds of sympathy and antipathy,
affection and emotional loathing, with a gossip flow and gossip struggles structured
in accordancewith the power differentials and many other characterisitics of
residential communities (1974:xxx-xxxi).

From this theoretical starting point, Elias considers that it is not surprising that
specialists like Colin Bell have sought to establish a new orientation in the whole field
longer
be
to
research
can
no
confined
one
which
groupings of people
of community
who are residents of the same locality.

But he goes on to warn that important

questions of conceptual economy and precision arise when one seeks to extend the
concept of community in this way. Specifically,

in widening the conceptual net,

community researchers would be required to distinguish between local and non-local,
between residential and non-residential communities; and would at the same time
have to account for their use of the term 'community'

in both cases. Elias suggests

that a way forward may be found in a dynamic theory of social bonding which pays
attention to the emotional, as well as to the power aspects of social bonding, '[flor
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By using Elias's concepts of 'social interdependencies' and 'social bonds' (where
both interdependenciesand bonds are neutral concepts and so can give rise to both
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1.6 Observations

Although Elias offers a coherent new orientation for the study of communities,
overcoming the theoretical impassethat has hitherto beset so many sociological
approachesto the field, the questions of theoretical economy and precision that he
warns researchersmust addresswhenever they analyze non-residential communities
has distinct implications for the study of credit unions. As we have seen,the vast
array of 'common bonds' that credit unions use to demarcatemembership would
suggestthat any hypothesis centred on the concept of 'community' may have limited
value in attempting to explain the aspectsand characteristics that different examples
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in
this
common. In short,onecould still easilyfall into
share
of
socialphenomenon
the trap of oversteppingthe boundaryof the conceptwhen comparingonecasewith
another,asthereare asmanyexamplesof non-residentialcommonbondsbetween
credit union membersasthereare locality-boundexamples.Furthermore,with the
inherentambiguitiesof 'community' and 'Gemeinschaft'that areso deeplyingrained
within theoreticalsociology,evenutilizing Elias's frameworkcould still seeany
figurationalstudyinto credit unionssimply forming part of the burgeoninglibrary of
researchinto communitieswith no unifying theoreticalframeof referenceasa guide
in the framing of problemsandthe selectionof evidence. In this respect,it may be
valuableto considerwhetherfurther attemptsto stretchthe boundaryof the
communityconceptto cover so manydifferent humangroupingswould be simply to
offer furtherhostagesto fortune. That is, ratherthan seekingto expand evenfurther
sucha contestedsociologicalconcept,a betterapproachmay well be to takeElias's
initial definition asthe concept'sboundaryand seekto apply anotherconceptwhich
in
be
may useful the generalstudyof electivesociality.
.

2 The Concept of 'Bund'

The first aspectof HermanSchmalenbach's1922essay,Die SociologischeKategorie
desBundes,that strikesone is his evidentexasperationover that fact that, evenat that
relatively early stagein the developmentof the conceptof 'community', it was both
vaguelydefinedandover-used.'Community', he says,'has becomea catchword
usedto designateevery possible(aswell asthe most impossible)delusionof the time.
Now andagainit primarily representsideals,thus confusingthe original meaningof
the term' (1977:64). Whilst duly acknowledgingT6nnies'sastutesociological
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insight, Schmalenbachnonethelessreveals him as an 'heir' of Romanticism -a
thinker who not only incorporated the intellectual stimulation of romanticism, but
who also rejected many of the influences arising from the anti-romantic, mechanistic
'spirit' pervading through many branchesof intellectual life at the time. Tbnnies's
great skill as a sociologist lay in recognizing that from the arguments of thinkers such
as Novalis, Schlegel, Fichte and Adam Moller, in particular, the acknowledged
antithesis of romanticism - mechanical vs. organic - revealed an actual duality. And
this important insight enabled him to designateboth Gemeinschaft and Gesel1schaftas
types of social bonds. A major advance in the conceptualization of social bonds. Yet
the Goethe-inspired T6nnies remained zealously enthusiastic about 'community' - in
the way it had been 'rediscovered' by romanticism, along with other bonds like the
Volk and the nation, and which became increasingly idealized during the ideological
struggle against the rationalizing aspect of the society of the ascendantbourgeoisie.
This society T6nnies conceptualized, this hated GeselIschaft, Schmalenbach
recognized as having been logically and rationally deduced by T6nnies from
ostensibly Hobbesian premises and Ricardian economics.

Not only did his passionleadto a negativeconceptionof society,to counteractwhich
it then wasnecessaryto developa positivecounterpart,but it alsoled to a

...

4sentimental' conceptionof community. Justasthe archaiclanguage,part of the
...
charmof the book, is appropriatefor insightful feeling, it leadsto conceptual
ambiguity (1977:69).

This ambiguity is no more evident than in how T6nnies repeatedly argues that it is
only through membership in such relations as family, marriage, kinship and between
neighbours, that one can find 'relationships of mutual affirmation'. Effectively
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For Schmalenbach,'community' in its Tbnniesian sense,would be of more
sociological value if it were considered as being independent of expressedemotions.
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Indeed, membership in a community can be largely unconscious unless it is
threatened in some way. Yet, a distinct legacy of the Romantic tradition has been the
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For Schmalenbach,however, community is better characterized as that order of social
coherencewhich develops on the basis of 'natural interdependence', which 'includes
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thought
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shared
tradition' (1977:95). From his readingof T6nnies,andothers,Schmalenbach
sawthat
manyargumentsand conceptualtenetsconcerningcommunityactuallymaskeda
diffuse yearningfor it. And he perceptivelyrecognizesthat shouldthis desire
continueto coagulatewith sociologicalabstraction,yearningfor a particular
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develop
into
too
easily
yearning for community-in-general
community could all
(effectively anticipating the sociological career of the concept).

This argument becomeseven more compelling if one draws a conceptual distinction
between the types of 'unconscious', 'given' bonds that characterize
communitylGenieinschaft and those forrns of human association that are bound
together by feelings actually experienced. That is, constructing a concept that can be
applied to the study of human groups that arise from conscious elective affinity. And
this is what Schmalenbachdoes, seeking to place a third category alongside T6nnies's
dualism - the Bund concept.

From his essay,onecan defineSchmalenbach's
Bund conceptas:an electiveform of
is
sociationwhich maintainedthroughthe affectivesolidarity its membershavefor
oneanotherin pursuitof a particularsetof sharedbeliefs. 'Bund' is usuallytranslated
from Germaninto Englishas 'league', 'federation' or 'communion', and Hetherington
(1994; 1998)hastracedhow the useof the term in Germandevelopedfrom the
secondhalf of the thirteenthcentury,when it describeda legal covenant,or a
federation/alliance
German
During
fifteenth
the
often
of
principalities.
century,the
term beginsto be usedto describelessinstitutionalforms of bonding. Notably, as in
Bundshueor 'Tied Boot', whereit describesa closeunion and solidarity of peasants
strugglingfor legal rights in associationwith strongpolitical and religiousbeliefs.
Tracingthe useof the term throughthe subsequent
centuriesup to Schmalenbach's
concernwith it, Hetheringtonseesit retainingreligiousandpolitical connotations
(with different groupsstressingeitheraspectmorethan the other dependingon their
particularconcerns).But he also finds it associatedwith informal, sometimesGsecret'
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fusion and an idealized authentic experience of the 'lost' Gemeinschaftenof the past.

At its core, Schmalenbach's concept is a phenomenological critique of T6nnies's
Gemeinschaft category, inspired by Husserl as well as Simmel's study of social forms.
Schmalenbach's essayalso applies the concept in a critique of Weber's theory of the
routinization of charisma and his fourfold typology of social action. Indeed,
Schmalenbachseeksto place Bund in a trichotomy of fundamental sociological
distinct
is
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Genzeinschaft
Gesellschaft.
and
conceptually
categories alongside
from Gemeinschaft as it is not based in the unconscious, or grounded in the Wcberian
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Rather,
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deriving from mutual sentiment and feeling more akin to affective social action.
Schmalenbachconsiders that Weber posits a false dichotomy when he argues that
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Feelings, thus, form part of people's affectual action. For Schmalenbach,Weber

subsumesaffectualactionwithin the boundsof traditional action,which is itself based
on unconscious motivations.
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Schmatenbachtakes an important step in stressingthe conscious and important part
that affective action plays in interdependencies. However, taking his theoretical
foundations from Simmel's epistemology, Schmalenbach's theory carries distinct
individualistic
homo
Also,
Elias
terms
sharing
assumptions.
clausus
of
what
echoes
Simmel's view of the unique individual, there are passageswhere this premise sits a
little uneasily with his own important insights into the importance of affective
behaviour and motivations. Where he is most successful is in showing how, from a
GemeinschaftlGesellschaftffiund trichotomy, one can more adequately account for
importance
the
and
of affective motivations within them, without
associations
elective
having to restrict oneself to supposedexamples of how individuals cope, or not, with
the perceived atomizing conditions of modernity. Bell & Newby draw on this aspect
identifying
Schmalenbach's
theorizing
especially,
a possible rich vein of research
of
that could stem from the GemeinschafllGesellschaftlBund model. In particular, they
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to
this
that seek to examine
can
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argue,
the development of rational, geselIschaftlich forms of association and the promotion
of new forms of intimate human Bfinde that this process periodically provokes bundlich relations, moreover, that may well provide the basis of various kinds of
political mobilization (1976).
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In a review article, Bauman (1980) highlights the religious connotations that
Schmalenbachintroduces in his positing of the Bund category, and such a view could
easily become synonomous with the concept in British sociology, at least, considering
that the usual preferred translation of the term into English, is 'communion'.
Actually, in another essay, Schmalenbachsupports Weber's strategy of positing the
'ideal type' as a conceptual device, and subsequently focuses on small-scale religious
movements in particular as he considers them to display characteristics of Bund in its
'pure form'.

it is characteristic of today's general world-wide yearning for 'community' and
...
also for the 'friendship club' of romanticism ... that religious yearnings are closely
related to it. Even when this is not completely obvious and apparent, there is
something of a religious atmosphere (which I hesitate to call 'religion') with respect
to which [Bande] take on a profoundly 'sacred' character (1977: 7 1).

Crucially, Schmalenbach
statesthat his categorydescribesthe manydifferent
reflexive formsof sociationattemptingto counterthe dominanttrend of
rationalizationof his time. Furthermore,he takespainsto stressthat he considersthe
temporalaspectof eachseparatecategoryof his modelto be axiomatic,andtherefore
he views history asa constantinterplayof the forms of sociationlocatedwithin his
trichotomy. As such,thereare no prescriptive,law-like tenetsassociatedwith Bund
asa sociologicalcategory;eachexampleof bundlichrelationswill alwaysbearthe
stampof the wider structuralconditionsunderwhich they arise.
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The meaning of fidelity in the old Germanic system of knighthood is noteworthy, one
of the most outstanding examples of [Bund] relationships ... In those eras, where
sociality is so unusually defined as a phenomenon of the [Bund], an enhanced
in
is
fidelity
to
such relationships.
solidarity
provide
needed
valuation of

is the stoicism of antiquity. However the
What Calvinism signifies to us
...
[gesellschaftlich] modem period was clarified and formed out of a world that had a
completely different kind of social structure. The [Gesellschaffl of the modem period
evolved, not suddenly but throughout the centuries, from the [Gemeinschafl] of the
Middle Ages, whose manifest [bundlich] essenceis so pristinely clear from afar, that,
in this regard, its mere suggestion suffices. Yet the ethos of these [Bandel soon tends
toward [Gesellschaffl. The necessaryconditions, which have led from the
[Gemeinschaft] of the Middle Ages through the [bundlich] culture of what we call the
Renaissanceto the [Gesellschaffl of the modem period, are still and have always been
a great enigma in spite of trenchant and thorough study (1977:97 & 102). [my
additions']

From theseandotherexamplesSchmalenbach
goeson to statethat whenBfindeare
formedandbornealong by wavesof emotion,they canreachecstaticheightsof
binding
the memberstogetheraroundthe feelingsactually
enthusiasm
collective
intense
in
Yet,
involvement
this
cases,
an
many
requires
mutual
which
experienced.
is difficult to sustain. Bfindethus often attemptto overcometheir inherent
development
loyalty
fidelity,
it
by
through
the
of
an
ethos
of
or
which
precariousness
is hopedthat somedegreeof permanentorganizationwill be obtained. This, however,
merelyconvertsbundlichrelationsinto a gemeinschaftlichor geselIschaftlich

' For clarity, I have retained the original German terms here, which appear in Loschen & Stone's
translation as: 'society', 'community', and'communion'.
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association through attempts to create an enduring arrangement through a set of rules.
Schmalenbachnotes that under modernity legal and even economic transactions are
awarded symbolic dignity that impressesthem upon the memory and makes them
appearto the participants as forms of community. Similarly a Bund is transformed
through the vehicle of rules or an oath of some kind, with which members pledge
loyalty and f idel ity to each other, into a society on the one hand, and into a
community on the other. This is nowhere more apparent than in religions, and in the
history of Christianity in particular. The institutions of a religion certainly have an
originally religious meaning, yet they maintain themselves socially, establishing a
community and society at the sametime. As Christianity developed over time, so the
structured association it had formed became a given for later generations of believers.
One can seethis especially in the ritual of baptism, where the transformation of the
into
Bund
a religious Gemeinschaft is an exclusive and special expressive
religious
symbol.

Indeed, both the symbolic nature of what Elias would term the 'we-image' of a Bund,
and the inherent precariousnessof these elective associations, becomesparticularly
apparentwhen one considers those examples of them where the bond between
members is actually basedupon the explicit rejection of the perceived dominant forms
of Gemeinschaft and Gesel1schaftarrangementsthat characterize their times.

The antipathyof someartiststo the humdrumexistenceof the petitebourgeoisieand
the heartlessness
of the grandebourgeoisieis symptomaticof the [Bund] mentality.
They chargethat communitymanifestsa remoteandsuperficialprovincialism,and
existencein it, a sham. They chargethat societyis computerizedmodernization.I'lie
is that the uncertainty,vagueness,
consequence
and instability of the existenceof the
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[Bund] is imbued by them with positive value, although the [Bundl may seem remote
in the light of new, beckoning adventures,new, seductive inspirations, and
consequently, new, impasssioned.[Bi7nde] of love and friendship (1977: 101). [my
additions]

Theseaspectsof Schmalenbach's
thesismakean importantsteptowardsthe synthesis
socialrelationstrichotomy
positionof Eliasiansociology. Crucial to Schmalenbach's
is its focuson affectivesocialbonds;bondsthat alwaysreflect the changingbalances
betweenthe threebroadertypesof socialrelationsin wider society. Further,
Schmalenbach
stressesthat his modelcanbe appliedto manyphasesandperiodsof
to considerthe changing
antiquity,thereforeallowing theoristsandresearchers
balancesbetweenthe threetypesaspart of a long-termprocess.This approachis in
largepart compatiblewith the generaltenor of Elias's socialbondtriad. As Elias
bonds,
in
the
economic
affective
so Schmalenbach
also
of
political,
and
case
argues
and
considersthat studyinghistoricalexamplesof gemeinschafilich,gesel1schafilich,
bundlichrelationscanbetterinforrn contemporarysociologistsaboutthe particular
stageof development(or integrationin Eliasianterms)within which currentsocial
relationsarebeing playedout -a theoreticalandresearchstrategythat canhelp
safeguardagainstsociologists'beingtemptedto retreatinto the present.Moreover,
model in the broadercontextof figurationalsociology
applyingSchmalenbach's
with an orientationthat considersthe contemporary
providestheoristsandresearchers
yearningfor 'Gemeinschaft'asan expressionof a desirefor Bund. -
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2.1 The Concept of Bund Applied to Credit Unions

Further theoretical reflections on contemporary elective sociality are considered in the
be
Schmalenbach's
Nevertheless,
can
concept
original
this
chapter.
next section of
employed to analyze the development of a very successful credit union movement
formed among a number of small farming communities in West and South West
Germany between 1868 and 1913. The argument is that one can identify bundlich
bundlich
between
these
unions;
credit
parish-based
relations emerging within and
but
bonds,
Gemeinschaft
that
into,
fed
back
that
existing
out
of,
and
grew
relations
were given particular emphasis and immediacy by the wider structural conditions of
German
West
developing
industrial
fragmented
of
then
the
capitalism
politically
body
forms
historical
This
the
of the next chapter.
study
main
case
society.

The affective undercurrents within credit unions will be further examined in chapter 4
through an analysis into the historical development of credit unions in North America.
In this casethe argument is that a crucial factor in the growth of the US credit union
idea
host
the
the
among
a
of
of American
was
not
only
adoption
movement
but
factions
that the credit union philosophy was also
and
status
groups,
communities,
largely commensuratewith the then dominant economic orthodoxy and the widelyheld notions of proper personal conduct in relation to money matters - standardsof
behaviour, moreover, that had become firmly entrenched among many parts of US
society and formed a major pillar in the emerging national personality structure. In
short, it will be argued that the early US credit union idea fitted particularly well with
the norms and values of the geselIschaftlich, gemeinschaftlich, and bundlich aspects
of American society.

55

In the final section of Schmalenbach'sessay,he suggestshow Bund relationships
might develop in the twentieth century. Unlike Marx, he considers that the political
juristic,
them
the
and economic structures, which
structures, and with
administrative,
the 'age of Gesellschaft' (1977: 123) has erectedwill endure for centuries.
Consequently, he believes that the advancing industrialization and developing world
economy has deepened,and will continue to deepenthe interdependenceof the
world's population to a greater and greater extent. However, torn from every
'mothering environment' (ibid. ), Schmalenbachconsiders that both working classes
and intellectuals - what he terms the 'academic and metropolitan proletariat'
(1977: 124) - will form part of an increasing amorphous mass of a chaotic amalgam of
people. Upward and downward mobility, claims Schmalenbach,will alternate from
be
formed and then split asunder; and
to
groups
generation;
status
will
generation
whether formed from the experience of the 'highest raptures of the heart' (1977: 124)
or from the solidarity of 'harassedsouls' (ibid. ), Bfinde will emerge, flourish, and
decay in the long-term ebb and flow between the poles of the
GemeinschafllGesellschaftlBund trichotomy.

Yet, whetherpositiveor negative,theseexperiencesareall smolderingsurgesof
feeling,affective-emotional- the mentalityis [bundlich] andthe associationsare
[bundlich]. Thusthe yearningfor the quiet [Gemeinschaft]is a hopefor the peaceful
lot of country life; the idylls, which really means[Gemeinschafflat onetime and
[Bund] at another,do not eventuallydisappear.They are genuineandspuriousat
once(1977:125).
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2.2 ContemporaryBundlich Forms

In Expressions ofIdentity (1998), Kevin Hetherington stateshis belief that
contemporary expressive identities can be associatedwith a romantic structure of
feeling (itself expressedthrough experience, identification, location, solidarity,
communication and knowledge). In this respect, he examines the type of organization
by
is
favoured
those who
that
communities
of consociates
often
within emotional
it.
identities
feeling,
this
the
with
associated
adopt
collective
structure of
as well as
The term he considers that is most useful in describing this type of organization and
recognizes from the outset its distinctly non-institutional, expressive and elective
it
is
he
is
Schmalenbach's
Bund
Indeed,
that
precisely the
character,
concept.
argues
identities
be
Bund
to
that
creates
a
which
allow
expressive
conditions
particular
established (1998:83).

I havetwo main reasonsfor continuingto advocatethe useof this otherwiseold and
largely forgottenterm: first, its conceptualprecisionworks well analytically in
describingthe typesof groupsengagedin the questfor expressiveandalternative
identities,and second,the term, basedas it is in feeling and emotionratherthan in the
more instrumentalpracticesusually associatedwith organizations,allows us to
addressthis broaderquestionof organizationand its relationshipto identity
(1998:84).

Hetheringtonacceptsthe main aspectsof Schmalenbach's
concept,yet his particular
focuslies in the link Schmalenbach
makesbetweenBund andWeber's insightsinto
charismaticauthority. That is not to say,however,that everyBund will havea
charismaticleader. If anything,many contemporaryelectiveassociationsexplicitly
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leadership
hierarchical
that tends to stand behind any
the
of
structure
reject
charismatic leader. Bande are, however, highly self-referential sociations in which
members define themselves as individuals in relation to the others that make up the
group. This being so, Hetherington argues, it is the goal of collective responsibility
and enthusiasm for a set of sharedbeliefs to establish a generalized 'condition of
charisma' (1998:93) through a processof diffusion within the Bund. That is, each
Bund will collectively expect each individual member to display characteristics
appropriate to the group. Members will be expected, therefore, to display
commitment to the Bund through appropriate forms of participation. A Bund,
however, requires some form of centrality and achieves this through.being an
organizational form that performs a charismatic mode of governanceto which
individuals submit themselves. But fidelity to the Bund is not in the gift of individual
leaders,rather 'it is an expression of the subjectivized occasionalism which those
engagedin creating these types of identification are active in promoting' (1998:93).
Thus, an individual Bund member commits to the group and its core values rather
than to a person. Often being self-enclosed, Bfinde will produce a code of practices
and totemic symbols that serve as the basis for identification and through which they
will attempt to maintain their cohesion. However, the Bund mayor may not be
successful in promoting or sustaining this fidelity, this commitment. As
Schmalenbachstates,every Bund is precarious and as the gemeinschaftlich and
geselIschaftlich relations begin to intrude into the Bund, as they always will, so they
will necessarily influence the development of the elective association.

Charismain this moregeneralsenseis likely to be perceivedasthe basisof authentic
unmediatedinterpersonalrelationships,expressedthroughthe performativityof the
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occasion as well as within a Bund rather than through the adoration of a leader. Such
emphatic relations come to be seen as unmediated and direct, based purely in feeling.
Such is the proximity of this experience in love and hate that a Bund may provide a
strong positive senseof communitas or, alternatively, bitter recrimination when things
do not work out [see Scheler, 1954: 147ff.]. The significance of charisma in a Bund
is the focus it provides for the flow of experiences as a source of individual
governance (1998: 94).

Being a type of organization that is elective, affective and expressive in character, a
Bund is well suited to the person who adopts a romantic inclination. Membership
provides an opportunity for people to freely expressthemselves as well as the
perceived authenticity of a communal experience with others who sharetheir outlook
on life. In so doing, the Bund is the organizational form of expressive identities and
thus escapesmany of the fortnal requirements normally associatedwith more
institutional types of organization and their dynamics.

It is not, I would argue, for instrumental reasonsof political effectiveness that those
associatedwith contemporary identity politics are led into such expressive
organizational forms; it has more to do with a desire to share a senseof commitment
and belonging with others who are seekersafter some kind of expressive alternative
to the conditions of modem life that leads to the adoption of such an organizational
form. Identity politics can be expressedthrough the form of the Bund. In addition,
the solidarity and senseof commitment to others that such emotional communities
foster are likely to facilitate the more overt forms of political action associatedwith
6new social movements' (1998:99).
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2.3

'Neo-Tribes', 'Emotional Communities' and Other Examples of

'EmPhatic Sociality'

Maffesoli (1996), too, seesa distinct trend towards a host of scatteredgroups where
members are not, as is often assumed,seeking a temporary resolution to their
individual situations. Indeed, in many instances,any individual or collective gain that
may result from this elective sociality is, at best, secondary. It is the being together,
the sharing of warmth, as Maffesoli puts it, that is often the crucial issue for them.
For sociologists, on the other hand, the crucial issue is the potential that such a
tendency may have to rebound on the social whole. For Maffesoli, this potential is
already a reality. With so much theoretical and empirical attention being paid to the
perceived atomizing effects of a rationalized 'social', an important development has
been largely overlooked. Namely, the development of, what Maffesoli terms, 'an
emphatic 'sociality' (1996: 11) which is expressedby a successionof feelings and
emotions. More simply, there has been a distinct increasing influence of affect in
everyday social situations, and this is revealed in the multiplicity of 'emotional
communities', or 'tribes' that have sprung up during the past century especially. This
is not to say that elective sociality is peculiar to modernity. The mechanism has
always existed; yet under modernity elective sociality has been tempered by 'the
political corrective that brought compromise and long-term finality into the picture to
supersedeparticular interests and localism' (1996: 86).

What Maffesoli is describing here can perhapsbe better understood if one interprets it
within the Eliasian notion of levels of integration and greater differentiation. To wit,
as communities have lost many of their previous functions to higher levels of social
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integration, so the developing GeselIschaft, this 'rationalized social' Maffesoli refers
to, has been perceived to have influenced people's personal lives more and more, and
thus had a negative effect on their personal relations - with the mythical 'traditional
community' usually being the benchmark.

Modernity,by multiplying the possibilitiesof socialrelationships,partly drainedthem
has
This
of
modem
cities
and
characteristic
a
particular
was
of any real content.
playeda considerablepart in the gregarioussolitudewe haverambledon aboutso
much ... To be sure,it is not wrong to saythat individual intentionalities play a
certainrole in the processof interaction,but this shouldnot preventus from seeing
that asa social 'form', this processis madeup of a multitude of minisculecanals,the
Indeed,without being
existenceof which is unknownto individual consciousness
...
ableto saywhich is foremost,it is true that the pre-eminenceof the groupandthe
importanceof the affect showhow the densityof everydaylife is aboveall the
productof impersonalforces. Moreover,this also explainsits denialby the
intellectualswho havebeenreflectingon socialexistencesincethe eighteenthcentury
(1996:89).

Along these multitude of miniscule canals lay hosts of emotional communities 6micro groups' or 'tribes' as Maffesoli terms them - which mirroring contemporary
lifestyles branch out from tremendously varied occurrences,experiencesand
situations. Yet, like all human groups, these tribes display group egoism, expressed
through rituals and specific signs of recognition, with the express intention of seeking
to ensure self-preservation. That is, to strengthenthe small group against the large so
that it may develop autonomously within a larger whole. For Maffesoli, this general
processof human group formation is characterized in contemporary times by many
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'tribus' whose autonomy is neither'pro' nor'con'.

Specifically, many contemporary

'tribes' situate intentionally their senseof autonomy 'on the sidelines' of perceived
is
for
Which,
(1996:
92).
example,
mass society

by
by
by
distaste
for
a
a
saturation
of
activism,
confrontation,
a
expressed
...
distancing from militancy - all things which can be seen in the general attitude of the
92).
(1996:
to
politics
generation
with
respect
younger

In his text, Maffesoli refers, in the main, to Durkheim and Simmel as the key
in
foreword
8
1;
87),
1996:
his
(e.
to the
loadstones
the
theory
yet
g.,
of
sociological
English edition, Rob Shields reveals that Maffesoli is seeking to develop
Schmalenbach's concept beyond what he considers the residual categories of social
life that the GemeinschaftlGesel1schaftlBundmodel refer to (1996: ix). Certainly, the
suggestionthat many contemporary 'tribes' reject the perceived dominant trends of
GeselIschaft is almost identical to Schmalenbach's conception. Hetherington, too,
in
but
is
debt
Maffesoli's
Schmalenbach
that
there
to
considers
nothing
recognizes
Maffesoli that cannot be gleaned from the earlier work. In attempting to re-invent
Schmalenbach'sconcept, Maffesoli statesthat neo-tribes are Simmelian Gemeindem
identity
is
dissolved
into
individual
in collective
which
or emotional communities
believes
does
Hetherington
Maffesoli
identification.
However,
that
not
empathy and
Simmel's
further.
is
it
Schmalenbach
takes
that
of
aspects
work
who
recognize
Having studied under Simmel, Schmalenbachwas aware, and critical, of Simmel's
in
defined
individual
that
the
modem
society
was
ultimately
as
assumption
underlying
being isolated and alone (1998: 96). However, important in Maffesoli is his stresson
the temporal aspect of tribe formation, and how different periods in history have given
forms
different
to
of elective sociality - especially during times of accelerated
rise
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historical
In
the
and cultural referencesMaffesoli makes,
many
change.
cultural
Schmalenbach's influence is implicit but significant, and surely provides Maffesoli
with the confidence to lay historical examples of elective sociality over the many neotribus that are in evidence today. Moreover, Maffesoli is able to 'stand' upon
Schmalenbachand consider where the multitude of tribes and emotional communities

interactwith eachother in a semi-publicor public setting. For Maffesoli,
4contemporary
massrites' (1996:98), public gatheringsof numerouskinds, arean
amalgamof micro-groupsthat areboth highly distinctiveat the sametime asforming
an indistinctwhole. Yet, the indistinct companionshipof thesepublic spacesis
interactions
by
of
and
which turn a 'malestrom
punctuated a whole series recognitions
of cultural signs' into a well-orderedwhole (1996:98). In effect, Maffesoli is
describingthe processof constantinterplaybetweenthe polesof the Schmalenbach
trichotomy,and someof the public spaceswherethis canbe witnessed.Under
incessant
flux betweencontemporary
Maffesoli
this
that
conditions,
considers
modem
forms of electivesociality andthe masshasbeenobscuredby the focuson the
individual, seeminglylost andalonein the maelstromof the arenaor the shopping
complex. Whereas,just asthe agoraof Antiquity, thepassegiataof Italy andthe
nineteenthcenturyFrenchpromenadeprovidedthe sitesof sociality for this flux at
that stageof differentiation,so contemporarysitesof sociality whereeventhe most
crampedterrain is subtly differentiatedby tastesin clothing, sexuality,sports,groups
andso on, performthe samefunction. And this canbe manifestin the drawingof
symbolicboundariesaroundmore generalizednotionsof difference.

In a countrysuchasBrazil, wherethe beachis a veritablepublic institution,
monographshavenotedthat in Rio the numberingof 'blocks' (securitypostsspread
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over all the beach)lets you know whereyou are (X - leftist, Y- homosexual,Zgolden youth, etc.) (1996:99).

2.4 The Symbolic Construction of 'Community' Boundaries

Concernedwith the boundariesof communitiesashe is, for Cohen(1985)
4community'expressesa relationalidea- an implication of both similarity and
difference. The boundaryencapsulates
the identity of the communityand is marked
becausecommunitiesinteractin someway or anotherwith entitiesfrom which they
are,or wish to be, distinguished.But the mannerin which the boundaryis drawn
dependsentirely on the specificcommunityin question. Thus,a boundarymay be
linguistic.
And, furthermore,the boundaries
or
statutory,physical,racial,religious
may not be objectivelyapparent.They may be thoughtof, rather,as 'existing in the
mindsof their beholders'(1985:12). It is what meaningsthe membersof a
communitygive to their boundarythat is important- the symbolicaspectof
communityboundaries.

One boundary that Cohen offers as evidence is that of the emblem. The CND logo,
for example, Cohen argues provides sympathizers with an adequateexpression of
their position for the purposesof a certain kind of debate and political action.
However, taking into account the often enormous variety of opinion - hostile as well
as merely opposed- that exists within the CND movement, reveals the versatility of
symbols. People can, he says, find their own meanings in what neverthelessremain
common symbols. Indeed, most symbols do not have visual or physical expression
but are, rather, ideas. Citing Strathern's study of the community of Elmdon in
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Cambridgeshire (198 1; 1982a and b) Cohen contends that the concept of 'village'
designatesfor some the idea of place: discriminating it from other communities and,
in particular, from the larger towns. To others, those who judge themselves as 'real
Elmdoners', it connotes kinship and class. Thus, the 'idea of villageness' is symbolic
and, again, renders eloquent but different meanings for its various users.

Justasthe 'commonform' of the symbolaggregates
the variousmeaningsassignedto
it, so the symbolicrepertoireof a communityaggregates
the individualitiesandother
differencesfound within the communityandprovidesthe meansfor their expression,
interpretationand containment.It providesthe rangewithin which individuality is
recognizable(seeCohen,1978). It continuouslytransformsthe reality of difference
into the appearance
of similarity with suchefficacy that peoplecan still investthe
'community' with ideologicalintegrity. It unitesthem in their opposition,both to
eachother,andto those'outside'. It therebyconstitutes,and givesreality to, the
communities'boundaries(1985:21).

Cohen's argument seesindividuals defining themselves by reference to a 'significant
other'. So too communities. Indeed, it is precisely becausecommunities confront
each other that they 'need' to formulate a senseof themselves as coherent and
distinctive. And since the vitality of cultures lies in their juxtaposition, they
exaggeratethemselves and each other. Contrasts are, therefore, oppositional. But the
contrasts made by one culture with respectto another are not absolute. Rather, they
are contingent; relational (1985: 115). Cohen rests his contentions on the
Durkheimian notion that the whole is greater than the parts and subordinates the parts
which take their character from it. Thus, the community derives its senseof self not
only from contrasting itself to others, but also from its juxtaposition with others in a
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larger relationship (in Eliasian terms, 'interdependency-in-antagonism'). Like the
individual, then, the community may behave in quite different ways with respect to
the same 'other' on different occasions.

With the diminution of the geographical basesof community boundaries under
is
through
the
self
sense
of
asserted
resilience of culture - of people's
modernity,
community boundaries being renewed in symbolic terms. Moreover, since the
boundaries are inherently oppositional, almost any matter of perceived difference can
be rendered symbolically as a resource of its boundary.

The community can make virtually anything grist to the symbolic mill of cultural
distance, whether it be the effects upon it of some centrally formulated government
policy, or a matter of dialect, drinking, or dying. The symbolic nature of the
opposition means that people can 'think themselves into difference' (1985: 117).

2.5 Observations

Hetherington's application of the Bund concept as a framework for the researchof
identities
provides an extremely useful orientation for the
contemporary expressive
study of many different elective sociations. And, crucially, remaining largely faithful
to Schmalenbach's original, Hetherington stressesthe importance of explaining the
centrality of affective-based motivations in the formation of human groups outside the
sphereof those bonds and interdependenciesthat form part of each individual's given
circumstances. Like Bell and Newby, Hetherington's reflections lead him to consider
the link between bundlich relations and emerging forms of political action or lifestyle
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choices. Hetherington is a little dismissive of Maffesoli when one considers the larger
question that Maffesoli setshis work within. Simply, that the broad
GemeinschaftlGesellschaftlBundmodel offers a whole new direction for sociological
inquiry away from the general orientation of seeking to explain how far the perceived
it
influenced
lonely,
isolated
individuals
have
the
atomizing conditions of modernity
has been charged with creating. In effect, the extent of individualization in
contemporary society that is often assumedby theorists and researchersmay well
have been overestimated. Furthermore, any study into any aspect of this argument
long-term
developments
of
a
as
part
process.
contemporary
must consider

Hetherington's theorizing on the generalized charisma that Bfinde often display leads
him to stressthe strong empathetic relations that can exist between members from
how
it
is
interesting
he statesthat bundlich
And
develops.
this
which
process
relations are often sought by those people with a romantic structure of feeling.
However, if one is arguing for the wide applicability of Schmalenbach's model, then
bundlich
how,
for
relations have been made
surely
example,
one must
consider
between those people with a narcissistic disposition (see Lasch, 1983). Also, it is
interesting how from his researchHetherington discovers that Shils employs aspects
of the Bund category in his study of comradeship among German POWs during

in
World War 11,andthat Shils himself seesdistinct echoesof Schmalenbach's
model
Sorel's study of revolutionary cells in his Reflections on Violence (1998: 88).
Similarly, Hetherington finds Talmon utilizing the Bund concept in his influential text

on the developmentof kibbutzim, and Eric Cohenusinga more systematicbundlich
model in explaining the development of kibbutzim as Bfinde into the more stable
gemeinschaftlich conditions that one can find in the longer established examples.
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From all the examples that Hetherington selects,the common thread he picks out is
that, in all its different forms, a Bund is an attempted basis for re-communitization of
it
is
individual
Yet,
choice
conditions.
modem,
gesel1schaftlich
social relations within
it
However,
for
is
basis
than
the
that
class, gender or ethnic origin.
membership rather
is not clear whether he considers that bundlich relations can be formed among those

he
Certainly,
from
herald
the
offers no
origin.
ethnic
or
sameclass,gender
who
it
is
The
that
is
thesis
Bfinde
this
this
the
main argumentof
case.
where
examplesof
is in historicaland contemporaryexamplesof credit union formationand
developmentwhereonecan find evidenceof bundlichrelationsof manydifferent
forms andshades- somearisingfrom prevailinggeselIschaftlichconditions;others
is
Cohen
As
from within existingGemeinschaft
there
a
so skillfully reveals,
relations.
drawn
boundaries
between
in
the
symbolic
numerous
of
use
considerableversatility
different groupingsin modemtimes,andthis processhasbeengiven increasing
impetusby the continueddiminution in importanceof geographicalboundariesin the
formationof a group's 'we-image'.

Yet, another strength of Cohen's text is the empirical examples he offers as
illustrations in the development of his argument. He is far more consistent in this
his
in
Maffesoli,
than
characterizes
each
of
examples
certainly,
and
greater
regard
depth than does Hetherington. More importantly, however, is that the two examples
drawn upon in my summation reveal not only the versatility of symbolic boundaries,
but that the degree and intensity of emotional detachment can vary between groups to
found
degree
One
hardly
the
among members
of
affect
would
expect
a similar extent.
of CND and a rural community close to the urban sprawl to be on a par. Indeed, the
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basesof their 'we-image' rest on distinct and particular circumstancesand values - it
is the processesof their boundary formation that Cohen recognisesas having general
characteristics. This fact reflects back on the Bund category and raises the point of
conceptual precision.

It does so becauseSchmalenbachposits Bfinde with differing, but nevertheless
in
definitely,
but
intense
bonds.
Precarious,
some
present
observable emotionally
form in every Bund until mediated and diluted by the inevitable encroachmentof
Gemeinschaft and GeselIschaft. Shils (1975) argues that Schmalenbachis, in effect,
the first important step in the unraveling of T6nnies's paradox, as he recognisesthat it
is possible to have 'intense and comprehensive solidarity' (1975: 114) without the
precondition of a common territory of origin and residence, a common place of work,
is
in
Schmalenbach
is
less
Where
blood
ties
successful
connection.
or
of
and sexual
recognising that, under his model, there are actually two types of Bund.

Shils explainsthat whereSchmalenbach
positedthe primordial or ecologicalbasesof
Gemeinschaftasa precondition,a circumstance,he fails to seethat thesearea crucial
propertyof the membersof the Gemeinschaftand greatly influencetheir conduct
towardseachother. In otherwords,the Gemeinschaftis a very particularform of
influences
its
the
their
their
conduct
of
members,
values,
group
one
which
primary
ties andbonds. It is, one might say,the pure form of personalprimary group. Yet,
thereis another- onewhich canendownotjust its individual membersbut alsowider
societywith someof its values,andcantransmitits ethosinto the public sphere.This
is, accordingto Shils,the ideologicalprimary group.
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From his studies of soldier camaraderie,and especially how this is often experienced
by individual soldiers as a close attachment and reliance on the relatively few men
who make up their unit, Shils recognised how soldiers' motivation in combat often
'drew little sustenancefrom any attachment to the central political and ideological
symbols of the society in which they lived' (1975: 121). They were much more likely
to be influenced by a 'cult of manliness' and to be in fear or in awe of authority.
Certainly, any patriotism was often expresseddiffusely and even contradictorily to the
intended effect of the ideological symbols of the ruling group. On the other hand,
those with a fervent preoccupation with the values and symbols associatedwith
authority, on the other hand, were very different people. Unlike the moderate and
pragmatic majority, these ideologues are often obdurate, steadfast,unyielding -the
'hardcore' (1975: 117). Indeed, it was exactly the description of small, strongly
ideological 'cells' like these that Shils drew from Sorel and gave him further
empirical examples, alongside the groups displaying more moderate attachment to
central values, in order to frame two distinct forms of primary group: the personal and
the ideological. Studies of the motivations of voters in general elections also provide
Shils with many examples of where civil attachment translates as a 'moderate
pluralistic concern for the whole' (1975: 124), and at each edge of this majority group,
the individuals and groups who either reject or champion society's central values and
who despair of the seemingly bovine mass.

Viewed in this way, the strong expressive identities reflected in the Bande that
Hetherington focuses on and the neo-tribes with their code of secrecy that Maffesoli
eloquently describes can be seenas, on the one hand, 'personal' forms of Bfinde,
where a general desire for togethernessand solidarity appearsas an end in itself, and,
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2.6 A Note on 'Trust'
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In thevariousexamples
we
of creditunionismpresented thefollowingchapters,
be
is
for
between
to
that
to
the
trust
often
required a creditunion
members
will refer
for
it
during
its
development
indeed,
to
survive
especially
at
all,
early
or,
successful
initial
distinction
important
hundred
But
be
there
or
so
members.
an
a
may only
when
be
based
between
be
'Trust'
to
credit
union
members
may
on strong
made.
needs
maywell requireanexistingemotional
affectivemotivations- wherebymembers
beforetheywill consider
bondto existbetweenthemandotherpotentialmembers
in
join.
In
trust
to
the
them
these
required
awardingloansis
cases,
allowing
fromthetrustthesemembers
inseparable
wouldsharein anotherunrelatedsituation.
Yet,wewill alsocomeacrossexamples
whereexistingandpotentialmembers
are
thatwould
askedto trusttheircreditunionthroughanappealto thelegalsanctions
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The trust invested in the credit union in this casemay be strong, and yet affect free.
'Trust', therefore, is not a synonym for 'affect'. Trust may be psychological but it
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be
in
6
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Chapter
the discussion
to
this
also
rational.
may
will return
point
concerning Giddens's (1990) arguments concerning trust and the shifting basesof it
under developing modernity.

71

3. Conclusions
Shils's distinction between personal and ideological Minde or primary groups, has
important implications for the study of credit unions. As an elective association
formed around economic cooperation, the motivations of individual members may be
explained by one or other, or at times both, of these distinctions. A member may have
a purely personal relationship with their credit union, relying on the integrity of the
people they know and personally trust, who make up the wider membership. They
may seecredit unions as vehicles to alleviate poverty, both personal and more widely,

and so may havea strongideologicalbentto both their individual membershipandthe
activitiesof othercredit unions. Yet, they may equally sharea more diffuse
associationwith the wider aimsof the credit union movement,andplacetheir trust in
the legal requirementsof a credit union's activitiesdrawnby relevantstateauthorities.
Membersmay also, in different cases,sharea strongpersonalattachmentto their
credit union, andyet not sharethe ideologicalbeliefsof someother members.These
distinctionsareespeciallyimportantin regardsto the datagatheredfrom credit union
volunteerofficers andactiviststhat is presentedin chapters5 and6.

Moreover, Shils's extension of Schmalenbach's concept alerts the researcherto the
care required when considering different credit union examples. Some members may
well adopt a purely economic relationship with their credit union, taking advantageof
the accessto credit otherwise barred to them, or, indeed, using a credit union
alongside other more 'formal' sourcesof borrowing. However, with few of the same
principles as profit-making financial institutions, the values and principles of credit
union membership and operations rest on basesof trust and reciprocity not reducible
to concepts mainly concerned with profit and loss. Many of the examples of credit
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unionism covered in this study were formed among small groups of people whose
only chanceof accessingcredit or loans stemmed from their co-operation and mutual
trust. Despite the often considerable successof credit union movements, none have
so far adopted or developed purely impersonal or bluntly fon-nalized methods of
operation. And despite the different forms and shadesdisplayed, the basesof affect
among members have been and remain crucial to the principles of credit union
activities. In this way, Shils's work builds on the insights of Schmalenbachand his
concept. Indeed, Shils's examination of the Bundconcept awards it greater subtlety
and nuance, and therefore provides the researcherwith better understanding and
appreciation of credit unions and their long-term development.
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Chapter 3

The Raiffeisen Credit Unions of South-Western Germany

The roots of cooperative credit are obscure.

(Moody &Fite, 1984:1)'

Introduction

This opening statement,taken from the US credit union movement's self-published
history, reflects the profuse currents of thought and the labours of literally countless
have
flowed into the general
individual
from
tributaries,
a myriad of
groups which,
stream of theory and practice out of which North American credit unions emerged.
From Robert Owen's Lanark mill community to Pierre Proudhon's espousalof
People's Banks; from the Rochdale Pioneers to cooperative credit among peasant
forms
human
habitus,
loosely-woven
Bengal,
tapestry
of
of
occurring
a
villagers of
within distinct and seemingly unconnected structural conditions, serve to at once
reveal and shroud the origins of elective association among human communities for
the purpose of credit and saving. While it is not directly stated in their account,
Moody & Fite's history of the US credit union movement was the only systematic account of the
development of US credit unions that was unearthed during the researchprocess. Having been funded
and published by the US credit union movement, however, this history must be viewed as an extensive
but nonethelessbiased account. Moody& Fite's text, therefore, is used as away of establishing the
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Moody & Fite look back through the US movement's archives, memoirs and diaries
idea
hybrid
distinct
the
of
yet
as
an
a
almost,
union
amalgam,
credit
revealing
remarkably similar forms of association and economic cooperation. Famine,
economic depression,religious and political beliefs, diaspora experience, cultural
values and standardsof behaviour - all pour, merge, slip and spill acrossthe

movement'shistoricalcanvas.Moreover,credit unions,asa socialphenomenon,
have shown a remarkable ability seemingly to mould and attemper themselvesin
both
to
structural conditions and to the vast
a
shifts
singularly and as movement human
beliefs
that
among
exist
communities of
array of values,
and we-images
numerous forms and shades. Indeed, as described in the previous chapter, when one
begins to focus on this particular aspect of credit union development - that is, the
bonding
have
had
importance
types
that
among members of these
of
affective
crucial
informal cooperatives - hitherto obscured common characteristics between examples
of credit unionism become clearly visible.

Certainly, the credit union idea has been championed throughout its history as a noble
and practical answer to the 'evil of usury' and the alleviation of poverty. But it has
also been successful as an informal economic empowerment for oppressed
housewives in a working-class community, as a means of savings and loans among
those only trustful of others who share their religious belief -- even asa means of
securing village regeneration for an aboriginal tribe holding no positive cultural value
for money. Furthermore, despite the many different groups and communities that
have adopted the credit union idea, and despite the many historical and contemporary
.
forms of human habitus and particular structural conditions under which this idea has
of theUScreditunionmovement,
generalhistoricaldevelopment
ratherthana reliablesubstantive
andcharacteristics.
analysisof keyaspects
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sprung up or been sown, time and time again different groups have seenits success
(or failure) as stemming from the root values and bonds distinctive to their particular
group. It is as if this idea speaksto them collectively - their tribe, their estate,their
is
it
And
this aspect of credit union practice which came
their
sisters.
congregation,
be enshrined in the notion (and general rule) that potential and existing members
to
.
should sharea 'common bond'.

In the past twenty or so years in the US, and more recently in Britain, a weakening of
the reliance of the common bond requirement can be observed. Indeed, this
weakening has itself come to be enshrined in, for want of a better description, the
'new' philosophy of the US credit union movement. How this shift in emphasiscame
about forms the concluding section of the next chapter. Indeed, considering the
importance this development has had, both implicitly and directly, on the British
movement, relevant documentary data concerning the genesis and growth of the US
credit union movement is examined in a general chronology in chapter 3. This
chapter however concentrateson the development of the first two examples of credit
unionism that emerged in the West. Both these forms of credit unionism influenced
the creation and development of credit unions in the US, and both reveal general
themes and patterns in credit unionism that can be detected in other examples of this
elective association among a number of different groups, societies and historical
times. By viewing credit union development as a long-term process, and through the
analytical lens of human affective bonding, we can study this social phenomenon's
broad historical and contemporary canvas with a theoretical toot that can help us more
fully grasp its significance.
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The focus of this chapter rests predominantly on the Raiffeisen credit unions that
emerged in south-western Germany from around 1850. The formation and
development of this credit union movement, its philosophy, its success,and its
considerable influence on other Western credit union movements, is evident from the
frequent referencesmade to it in a range of credit union-related literature and studies.
Indeed, the Raiffeisen credit unions were even discussedand championed by several
of the respondentsinterviewed for the thesis. The importance of this credit union
movement for both commentators, historians and contemporary credit union
volunteers and activists, stems not only from its considerable successbut also from
the fact that it had many characteristicsthat have distinct echoes in various aspectsof
contemporary credit unions. Not least of which being the principle of a common
bond among members. Yet, many other aspectsof these credit unions continue to

haveresonance.For example,Raiffeisencredit unionssoughtto establishtheir
capitalfrom members'collectivesavingsand from eachindividual member
purchasingone 'share' -thereby establishingan internalbedrockof financeto
underpinthe awardingof loans;they also ran themselveson firm 'self-help'principles
being
by
their
with
virtually
all
aspects
of
operations
carried
out
unpaidvolunteer
members,andall individual loansbeing grantedby committeesof fellow members.

Yet, the Raiffeisencredit unionswerethemselvesinfluenced,at leastin part, by
anotherGermancredit union movementthat hadbegunto emergein certainEast
Germanprovincesseveralyearsbeforethe first Raiffeisencredit union was formed.
In this respect,the following chapterexaminesaspectsof this other credit union
movement,both asa straightforwardcomparisonandasa way of bringing into
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sharper relief many of the particular strengths and characteristics of the Raiffeisen
credit union system.

In analyzing the Raiffeisen movement, the chapter draws on Weber (in Gerth &
Mills, 1985) to reveal both the structural conditions within which these credit unions

emergedandthe socialrelationsamongthe former peasantclassfrom which these
creditsunionsdrew the majority of their memberships.Developmentswithin the
movementitself are alsoconsideredwith referenceto aspectsof Schmalenbach's
(1977)thesison bundlichrelations. The chapterbegins,however,by examiningthe
first credit union movementto developin Germany- the Schulze-Delitzschcredit
unions.

1.1 The Schulze-Delitzsch Model

The historicalcontextwithin which the Schulze-Delitzschcredit unionsemerged,is
openedto us from 1846,whenthe Germanharvestwas devastatedby crop failure.
The considerablemiserythis inflicted on hugenumbersof the populationwas further
by the biting winter that broughtan icy deathon this dark year. Indeed,
exacerbated
the chill penetratedright into the Berlin parliament,which was shakenby political
upheaval. In the temporarythaw that followed this particularcrisis of the polity, the
king announcedfreshParliamentaryelectionsandamongthe newly-electedmembers
of the nationalassemblywas HermannSchulze,an uppermiddle-classgraduateof
Liepzig andthe law schoolat Halle. Schulzehad beenPatrimonial-Richterin a
jurisdiction adjacentto the territory surroundinghis hometownof Delitzsch,wherehis
fatherheld the samepost. With so manyof the new Parliamentaryintakesharingthe
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distinguish
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in
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to
title
to
added
order
name
liberal
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his
the
members of the assembly and, crucially, their
with
yet
push for a constitution and widespread reform, served to award Schulze-Delitzsch
in
he
high
threatened
the
treason
with
charge
of
an
unexpected
notoriety
was
with
1850 (Wolff, 1893: 4243). One can seefrom Elias' study on the development of the
German state how the ideas of Schulze-Delitzsch would have been viewed:

In mostof the Germanstates,the habituationof many centurieshadproduceda
tradition of attitudesandbeliefswhich was attunedto strongrule from abovewith
very little or no participationat all from the ruled. Peoplehad becomemoreor less
accustomedto all decisionstouchingon the control of the statebeing in the handsof
small,autocraticeliteswho held the reinsof power in a far-reachingsystemof control
behaviourhad all
The personalitystructure,conscience-formation
and
code
of
...
becomeattunedto this form of regime And evenwhen sectionsof the
...
intelligentsiademandedgreaterpolitical participation,the skills, patternsof
conscienceandcodesof behaviourwhich arenecessaryfor a (limited) exerciseof
self-rulebeganto grow in a directiondifferent from this demand... Oneof the most
importantdistinguishingmarksof the Germansequenceof developmentwasthe fact
that nationalunification andthe whole epochof early industrialization,with its
power-incrementfor the industrialmiddle classandworking class,took placewithin
the frameworkof a still mainly autocraticregime(Elias, 1996:338).

Despite being ordered by the Government to stay away from his native town (part of
their agendato remove him from his position as Patrin7onial-Richter), SchulzeDelitzsch did return and began to concentrate his efforts towards forms of cooperative
credit - setting up a system of cooperative insurance for craftsmen as well as a
cooperative purchasing society for master shoemakers. Moody and Fite state that it
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need
vital
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from the practicalexperienceof being involved in thesetwo endeavours;
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beliefs
he
his
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or
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of
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efforts
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drew on for inspiration,is not altogetherclear in Moody & Fite's account. Yet, citing
andsummarizingWolff's2 descriptionof the man,they conclude:

'Schulzehad no schemein his mind for the moral regenerationof mankind. Nor yet
was he thinking of bringing abouta workingmen'sparadise'. Moreover,he 'had no
intentionof interferingin their private life, or educatingthem in morals. He rather
sneeredat 'Christian Socialists',who troubledthemselvesaboutotherpeople'smoral
well-being. Economywasenoughfor him. But the economymust be sound,resting
uponself-help,productionandthrift'. The first duty of a noncapitalist,Schulze
believed,wasto converthimself into a capitalist(Moody & Fite, 1984:5).

Schulze-Delitszch's first credit union was formed in 1850 from initial capital
contributed from a group of his friends. What distinguished this association from the
other charitable loan associationsof the past was the crucial fact that potential
borrowers must not onlyjoin the association to qualify for loans but also make small
monthly contributions towards its capital. Shortly after the credit union was set up,
Schulze-Delitszch was acquitted of high treason and assignedto a new judicial post in
Poland. However, he resigned one year later after disagreementswith the government
2 Wolffs accounts of Schulze-Delitszch and Raiffeisen credit unions come from a number
of visits he
made over several years to working examples of both forms of credit unionism in Germany. fie also
corresponded regularly with activists and leaders of the two movements, including Schulze-Delitszch
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there also. On his return to Delitszch, he discovered his credit union in disarray,
crippled by bad debt and the withdrawal of the society's wealthier contributors.
However, a similar association which had been organized by a friend in the nearby
town of Eilenburg was prospering, and Schulze-Delitszch saw that its successwas due
to the fact that it actually chose to exclude wealthy patrons and required insteadthat
all members contributed equally to the capital. Given that the limited amount the
members could afford to deposit into the union could not match the demand for loans,
the Eilenburg credit union itself had begun to borrow money on the basis of
'unlimited liability' - whereby all members were equally responsible for the union's
debts.

After a brief attemptto revivethe failed prototypehe had begunin Delitszch(upon
the refusalof municipalauthoritiesto contributefunds),Schulze-Delitszchadopted
the Eilenburgmodelasthe templatefor further credit union formation. And asearly
as 1852,the Delitszchcredit union could boasta membershipof 150,with enough
capitalraisedto securefrequentmodestloanssecuredunderthe principle ofjoint
liability. So it was that from his own efforts and from the exampleof Eilenburgthat
Schulze-Delitszchdrew up the coreprinciplesandphilosophyof this particularform
of credit unionism. Thesewerethat memberswould pay an entrancefee uponproof
that they could pay for one sharein the credit union; they would alsodeposittheir
savingsinto the societyin orderto contributeto the working capital(with modest
dividendsto be paid on theseshareaccounts).If the associationrequiredfurther
capitalfor loans,it shouldborrow from other financial institutionson the principle of
unlimited liability - or in the wordsof Schulze-Delitszch,'All for oneandeachfor
himself and members of the Raiffeisen family. Wolff s is the only detailed account in English
about
the Raiffeisen movement.
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all' (cited in Moody & Fite, 1984:4). Furthermore, written bylaws for the union
would show that each member should take their turn participating in the routine
affairs of the organization, so that each member would in turn put their name to
passbooksand promissory notes. Each union would have an Aufsichtsrat, or general
committee, to which the president, treasurer, secretary and nine members would be
elected annually. All demandsand propositions made to the union, especially
requestsfor loans, should be made to the committee in writing. The Vorstand, or
executive committee, would be elected from the general committee and deal with
routine business,leaving the Aufsichtsrat free to concentrate on supervision and
inspection.

Suchefforts towardsdemocraticcontrol- including one member,onevote- canbe
seenin a variety of forms of economiccooperationthat emergedduring the nineteenth
century. Whetherthe Friendly Societiesof British artisansor the BelgianHaeck's
Bank of the People(which was in fact a cooperativebank run for the%
higher classes),
onecandiscernmore or lessdemocraticstructureswithin and betweenbranchesof
such organizations. Yet, Schulze-Delitszch considered that such structures within his
credit unions existed to serve and ensurethe core philosophy of this association.
Under no circumstances should any loan have the appearanceof a gift or charity.
They would only be granted for productive purposes. Moreover, each loan should be
basedon the character of the member-applicant, rather than on collateral or chattel
mortgages. 'Your own selves and charactersmust create your credit', SchulzeDelitszch wrote (cited in Moody & Fite, 1984:4). Their collective liability would
require the union to choose its associateswith care, insisting that 'they maintain
regular, sober and industrious habits' (ibid. ), thereby making them worthy of credit.

82

However, provided a potential member was considered to possesthe type of character
required by a union, the particular occupation he was employed in, or particular social
class he came from, would not bar him from membership or from loans. These were,
Schulze-Delitszch insisted, people's banks.

From 1853,Schulze-Delitszchbegantravelling to different towns in Prussia
advocatingthe establishmentof morepeople'sbanksand,by all accounts,this
economicmissionarywas remarkablysuccessfulin spreadinghis idea- despitethe
bestefforts of the establishedgroupof paternalMinisters in Berlin to discouragehim.

Every conceivable hindrance was laid in his way, and he found himself politically a
proscribed man. When in 1859 he convened his f irst Co-operative Congress- the
most harmless congress,one would think, that could be convened - under the
dictation of the Government in Berlin even fair-minded King John of Saxony dared
not open his dominions to the supposedtraitor, who was accordingly compelled to
summon his adherentsto that one available refuge, as it then was, for persecuted
Germans, the Thuringian duchies (Wolff, 1893:44).

By 1859, there were 183 people's banks with 18,000 members in Posenand Saxony.
He also began a regular column in the journal Deutsche Gewerbe Zeitung, celebrating
the progress of people's banks and setting out his views on cooperation. The
delegates' convention that so irked Berlin actually drew representativesfrom twentynine cooperatives. Held in Weimar, the convention passeda motion to create a
central off ice to oversee and encourageconnections between the unions. SchulzeDelitszch was elected manager and by the end of that year 200 cooperative
organizations had affiliated. Indeed, within only a few months of the first convention,
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delegatesmet again, this time at Coburg, to form the Nationalverein -a permanent
Schulze-Delitszch
By
1864,
Schulze-Delitszch
as
secretary.
with
central organization
had taken a leading role in the formation of the Universal Federation of German
Cooperative Societies, which subsumedolder central organizations and leagues. And
this was followed in the next year by the opening of the first German Cooperative
Bank - the Soergelbank - whose function was to accept deposits of surplus bank
funds and raise money to lend to cooperatives. The majority stock of this central bank
was owned by the various people's banks, with private individuals holding minority
shares.

For his part, Schulze-Delitszch remained a pivotal figure in the growth and
development of German people's banks until his death in 1884. Despite his earlier
problems, he remained a member of the Prussian House of Representativesand of the
Reichstag, and undoubtedly his influence helped to securethe passing of legislation in
1867 which gave legal status to his associations. However, there is evidence to
fearful
Schulze-Delitszch
that
of competition from other models
only
not
suggest
was
of cooperation, but was also concerned that if it were to be seenthat attempts at
cooperative credit were failing, the whole developing German movement might suffer
in
he
1876
Indeed,
he
that
actually publicly denounced
concerned
a
so
as result.
was
two societies that had officially registered in Neuwied. These credit unions' practices
were, for him, less safe than his proven model - and the values they espoused,as well
as the focus of their activities, made them nothing short of unstable rivals to the cause
of promoting economic self-sufficiency. These were the Raiffeisen credit unions.
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1.2 The Raiffeisen Model

During the frozenfamineof 1846-7,FriedrichWilhelm Raiffeisenformeda
Brotverein,or breadunion,to distributeflour to the starvingfarmersof Weyersbusch
wherehe was mayor. Yet, asRaiffesenhad long believed,disasterssuchascountrywide famineservedonly to dramatizethe appallingunderlyingconditionsthat southwestGermanfarmerssufferedasroutine. Despitetheir releasefrom feudal
obligationsandthe reformsthat had giventhemtheir own land,the sItuationof the
former Germanpeasantclasshadnot improvedwith the onsetof industrializationand
commercialagriculture. Max Weber(1985)providesus with a detailedpictureof the
habitusof the Germanpeasantclass- both beforeandafter the revolutionof 1848.
UnderGermanfeudalism,the peasant'sfirst duty wasto provide,ascheaplyas
possible,the neighbouringtown with food. Further,as far aspossible,the city
prohibitedrural tradeandthe exportationof cerealsas long as its own citizenswere
not providedfor. This artificial maintenanceof the cities at the expenseof the
countrywasalso a principle followed by the Germanprinces- who soughtto
maintainthe wealthof their countriesthroughlargeintakesof taxes. Throughtheir
servicesandby their paymentof taxes,the Germanpeasantclassformedthe baseof
this socialstratification,doomedto supporttheir local landlordclasswho possessed
the higherownershipof the land andquite often the very body of the individual
peasantaswell (1985:361-364).
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Finally, the peasantwasdependentuponthe productivecommunityinto which the
half-communistsettlementhadplacedhim two thousandyearsago. He couldnot
manageashe wanted,but asthe primevalrotationof cropsprescribed,a condition
which continuedto exist until thesehalf-communistbondsweredissolved. Yet even
after the abolition of all this legaldependency,the peasantcould not becomea
rationally producingsmall agriculturistas,for instance,is the casewith the American
farmer(Weber[ 1906]in Gerth&Mills, 1985:365-366).

With no surplus to pay for machinery, fertilizer, seedsor livestock and land
mortgages only granted by banks to large property-owners, the typical small farmer
was at the mercy of profiteers and illegal money-lenders - assuming he could possibly
hope to meet their high interest rates and strict foreclosure practices in the first place.
Indeed, this situation translated into a distinct and volatile figuration one where the
economic power-balance between established and outsider groups actually became
increasingly skewed in favour of the outsider group.

Also, before 1848, Jews were prohibited from trading in most German urban areas
unless they were able to shelter behind the 'good name' of some friendly Christian.
The consequenceof this social exclusion was the exodus of many poorer Jews into the
rural towns and villages where, there too, they were practically debarred from taking
up any other vocation, and so they concentrated their labours on the trade of cattle,
small goods, com or money lending. Their strong group cohesion, coupled with
astute businessacumen evident within these displaced outsiders, ensured that, in
many places, they soon came to secure an absolute monopoly of the supply of loans
and credit to the rural working class - who, in the vast majority of instances,were
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My inquiries into the system of small holdings in those regions [Western and
Southern Germany] have brought me into personal contact with many of the most
departments,
judges,
inhabitants
of
agricultural
parsons,
representative
-heads
peasants. And from one and all - here, there, and everywhere - have I heard the selfsame ever-repeatedbitter complaint: that the villages are being sucked dry by the
'Jews'

There are not a few Christians, by the way, among those 'Jews', though
...

originally the evil was no doubt specifically Hebraic - not altogether owning to a
predilection of those who made a practice of it. They were practically driven into it.
Germans do pretty well in the way of anti-Semitism even now (p. 67).

The 'Draconic' laws with regardto bills, andthe peculiarregulationsapplyingto
foreclosure,the personalliability of the debtorfor any balanceof debtremaining
uncoveredby a forced sale,andlastly, the convenientpracticeof lendingout
livestock,asEinstellvieh,to remainthe creditor's,thoughfed at the costof the debtor,
materiallyandterribly facilitatethe crafty practice. Plenty of casesarecited in which
the poor peasanthasbeencompelledto take the usurer'sleananddry cow at a high
price, in orderto feed it up and return it, in exchangefor a fresh leanone,when
broughtinto conditionand in-calf. It is a currentsayingthat onceyou arebeguiled
into trading with oneof these'Jews', you are infallibly lost, as surely as is a fly
caughtin a spider'sweb. You are madeto buy from him, to sell to him - all at his
own prices(Wolff, 1893:68).

Wolff suggeststhat the abusesof money lending often associated,though not always,
with the activities of Jewish lenders, led to the character of the Rhine's rural economy
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inspired
Raiffeisen to become an economic reformer. His
its
that
social
relations
and
Braverein and two other associationshe started between 1846 and 1849 were
charitable in structure and ethos, although they revealed aspectsof cooperation in
respect of their practice of discounted salesof seedsand potatoes and installment
arrangementsfor the selling of cattle. Like Schulze-Delitszch, Raiffeisen's first

his
from
by
funds
citizens
who
publicwealthy
shared
unionsweresetup
pledged
spiritednessandreligiousconvictions. And, like Schulze-Delitszch,Raiffeisen'sfirst
unionswereweakenedby the fact that despitetheir initial convictions,his patrons'
socialconsciencessoongaveway to their desirefor returnson their investments.

Despite the economic individualism exhibited by the established upper classesof his
town, Raiffeisen was loath to surrender his aim of creating cooperative unions based
becoming
for
Indeed,
charity
mayor of Heddersdorf in
on
without regard
on
self.
1854, he set up the Heddersdorfer Welfare Organization which not only adopted the
charitable loans and distribution principles of his earlier associations, but also
promoted the care and education of destitute children, hired so-called 'shirkers' and
former criminals, as well as funding the building of several libraries. The son of a
devout Lutheran widow, Raiffeisen's poor upbringing had excluded him from formal
education. He was taught by a local minister and had sought to improve his social
position byjoining the army, until failing eyesight forced him to leave military
service. After a failed attempt to establish a cigar factory, he took to wine trading and
selling life insurance which enabled him to gather enough savings to provide for
himself and his family for the rest of his life. However, most of his spare time was
involved with Christian charity and welfare work and his solid Lutheran beliefs
infortned all his charitable and cooperative efforts. This can be seen in his decision
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not to allow the distribution of profits made by the Heddersdorf Welfare Organization
he
insisted
its
Moreover,
be
fund
that
established.
capital
was
until a reserve
unalienable and should the association be dissolved, all assetswere to be distributed
for the benefit of the local poor.

In the light of the successof Schulze-Delitzsch'scredit unions,Raiffeisenstudied
their structureandactivities. Impressedby their efficiency, andawarethat SchulzeDelitzschhimself had seenhis first credit union nearlyfail becauseof
'philanthropists'eagerfor profit, Raiffeisenre-organizedhis Heddersdorfassociation
along Schulze-Delitzschlines. Writing to a friend in 1864,he admitted

I was loath to give up the ideathat cooperativesocietiesshouldbe basedon charity
without thoughtof self or pelf. I maintainedmy original idea in a letterto the wellknown organizer,Mr. Schulze-Delitzsch,
an efficient worker in economies,but
experiencecompelsme frankly to admit that suchsocietiesmust consistonly of the
personswho personallyneedtheir help andthushavean interestin keepingthem
going (cited in Moody & Fite, 1984:18).

2. The Models Compared

Nevertheless,therewere fundamentaldifferencesbetweenthe successfulSchulzeDelitzschmodelandthe one Raiffeisenintroducedin Heddersdorfin 1864. Indeed,
that thesetwo modelsexhibitedhavesetthe tone for nearlyall
the distinct emphases
credit union formationanddevelopmentin the West from that time
subsequent
onwards. Both modelsrely on the notion of self-help,but while Schulze-Delitzsch
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consistently championed credit unions as a vehicle to promote economic selfsufficiency, Raiffeisen always stressedthat they relied on underlying sharedbeliefs
and principles (in this case,Christian values and charity). For Raiffeisen, this
provided the vital motivation for a union's activities and awarded them a level of
integrity and security that would provide a firm foundation for their development and
successful growth. Secondly, while Schulze-Delitzsch credit unions were virtually all
urban-based(with memberships usually drawn from shopkeepersor general workers),
Raiffeisen's were exclusively rural (usually farmers). And thirdly, while SchulzeDelitzsch encourageddeveloping unions to spreadtheir membership over a large and
economically varied area, Raiffeisen steadfastly maintained that membership should
be restricted to a small district - preferably a parish.

From his investigations,Wolff offeredthreemain factorsasto what distinguishedthe
two credit union models. And why this led to a situationthat, despiteSchulzeDelitzsch'sactivepolitical involvementandhis considerableorganizationalabilities,
the growth of Raiffeisencredit unionsoutpacedthat of the Schulze-Delitzschmodel.
To an extent,in fact, wherethe Raiffesencredit unionscameto dominatethe sphere
of informal cooperativeassociationin Germansociety.

i) As mentioned,uponjoining a Schulze-Delitzschcredit association,everymember
was expectedto takeup one share(onemember-onesharewas regardedas insurance
that an associationwould not be effectively demolishedby richer memberssecuring
majority shareownership). And thesesharepriceswere deliberately'set quite high in line with Schulze-Delitszch'sdesireto encouragesavingandthrift. At the time
Wolff wasobservingthem (the late nineteenthcentury),the averageshareprice
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This share price need not be met in one payment but could be paid for through
instalments - thus committing a new member to a long course of saving. Failure to
meet his or her obligation of regular deposits towards their share, could result in that
member incurring a fine, or even forfeiture of their sharealtogether. However, once
five
between
had
been
the
the
and
member
would
receive
new
of
share
met,
payment
twenty per cent annual dividends on their savings (depending on the size and success
of the particular association). In order to ensure such dividends, the Schulze.
Delitszch associationscharged an averageof 8 per cent interest on any loan granted,
and set stringent short-term arrangementsfor loan periods (namely, three months with
a possibility of a further three-month extension). And while these associationswere
permitted to involve themselves with certain formal banking activities (to help
increasetheir capital), this arrangementconcerning share-buying and loans resulted in
a situation whereby the borrower actually becamethe main source of revenue.
Indeed, for Schulze-Delitszch, the depositor's (lender's) interests were deliberately
placed foremost over the borrower's. This situation led Wolff and other
commentators to argue that, in effect, Schulze-Delitzsch 'credit associations' very
soon evolved into savings banks. Moreover, the long-term saving required by a
in
in
his
to
share
price
resulted many of the poorest classesbeing
member order meet
effectively unable to consider membership. Small tradesmen, clerks, artisans and so
on, could quite possibly take up installment payments with a good chance of meeting
the commitment, but for a worker unable to contribute much more than a few marks at
a time - and certainly unable to guaranteeeven this humble sum on a regular longterm basis - membership was a goal many could not hope to achieve.
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ii) The second factor is that Schulze-Delitszch associationsbelieved it was necessary
to pay all those involved in the running of the enterprise and, moreover, many
had
been
directly
involved
in
the setting
to
officers
who
associationspaid commission
up of a particular member's loan arrangements. This situation, unsurprisingly, led to
numerous instanceswhere officers lent money without proper regard for security,

from
figures
increased
Indeed,
the
to
commissions.
eagerasmanywere earn
availablefor 1885,from a collectiveturnoverof 24,835,268marks,the registered
Schulze-Delitszchcredit unionspaid out nearly3 million marksin salariesand
hadtwo identifiableconsequences.
Firstly, coupled
commission.Thesearrangements
with the practiceof awardingdividendson savings,many associationsbeganto
increasetheseaswell asthe amountof commissionpaid to officers. As a result,quite
into
loan
joint-stock
themselves
ordinary
a numberof associationsactuallyconverted
joint-stock
formal
lendingbanks. In 1891, for
became
offices- and someactually
example,the Ministry of Justicein Saxonyreportedthat out of the 115'Credit
Associations'existing in the region, 12hadconvertedto lendingbanks(Wolff, 1893:
59).

Secondly, maintaining dividend and salary/commission levels causedmany
associationsto literally implode under the pressureof both bad debt resulting from illconsidered lending, and from facing considerable regular outgoings - even when
membership saving and loan requirements might be experiencing a lull. Between
1875 and 1886,36 Schulze-Delitszch associationswere declared bankrupt and 174
went into liquidation. And, considering their initial success,some of these failures had
tangible negative consequencesfor the areaswhere they had been formed. For
example, when the DUsseldorf Association collapsed in 1878, the panic that ensued
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threatenedto destablize the entire local economy. Other serious crashesalso occurred
in Chemnitz, Bonn, Rosswein, Wrietzen, Allstedt and Dessau. In May 1880, a
24
Chamber
Schulze-Delitzsch associations
Prussian
that
the
the
reported
of
member
that had failed in that area had between them lost over 7 million marks. Many
commentators of the time, Wolff included, cited dividend greed and commissionhungry officers as a major contributory factor in these collapses.

Moreover, the potential jeopardy that threatenedthese associations as a result of their
internal structure, was heightened by the fact that they provided no constitutional
check on the possible self-seeking motives of officers, or on the potential greed of
savers. That is, through their desire to gather members from a large economically
varied area, the memberships of many associationsbecame disparate and unwieldy.
Paradoxically, Schulze-Delitzsch's desire for his associations to achieve economic
strength in many casesresulted in a situation whereby their goal of representative
administration in reality translated into pockets of vested interests, often unknown to
each other, operating within the same association. Indeed, from his investigations,
Wolff found several caseswhere this fragmentation of sub-groups within the
cooperative actually resulted in credit associationsbeing found to have lent money to
usurers (Wolff, 1893:56).

(iii) Suchunintendedconsequences
astheseform the basisof Wolff's third main
criticism of the Schulze-Delitszchassociations.Namely,being convincedthat
to regularsavingwithout the paymentof regular
members
would
not
commit
.
dividends,Schulze-Delitszchassumeda degreeof economicinstrumentalismamong
membersthat, in fact, his associationswereactually encouraging.In effect, by
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dividends
the
of
on savings as a means of attracting members,the
payment
promoting
level of dividends that saverscould receive became as important a factor to
membership as the awarding of loans.

Time has shown all Schulze's apprehensionsto be ill-founded. People require no
ficompulsion' to make them save, when they can be educated to seethat it is in their
interest to do so; capital demands no high dividends to attract it; capable men are to
be secured without salaries. But on the other hand associations require that which
Schulze refused to give them:- close and constant touch among their members,
manageabledistricts, strict control and discipline. Co-operative credit rises all the
stronger for this discovery from the trial upon which it has been put: - more selfreliant, more independent of outwards helps, more powerful in its own resources
(Wolff, 1893: 22).

For his part, Raiffeisen consistently insisted that each of his credit unions be confined
to one particular district - his preference was that of a parish. Within these territorial
limits members were to be elected, on application, with considerable discrimination
on the part of those who had alreadyjoined. The object being -a vital aspect of
Raiffeisen's philosophy - not to securea large roll of members, but rigidly to exclude
everyone not eligible. However, there is no evidence to suggestthat this form of
social closure was arranged along class or status grounds. Once successfully admitted
to the credit union, no difference of any sort was constitutional lY legitimized between
rich and poor.

To join a Raiffeisencredit union,a farmerrequiredthe positive endorsementof his
characterby his neighbours.He neednot be wealthy but shouldhavetangibleassets
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(ownership of land was an obvious benefit but a tenant would be eligible if he owned
livestock and equipment). For the first few years of its existence, a credit union
it
by
borrowing
liability
thejoint
raised
money
on
capital
as
would provide no share
of its members. Modest interest would be paid on deposits, however. The running of
the union was democratic (one member, one vote), with an elected management

committeeandcouncil of inspection,much like Schulze-Delitzschmodels. And,
be
involved
in
to
and
encouraged
similarly, richer memberswere expected
administrationanddecision-making,in considerationof their greatermonetary
submissionsto the union. Yet, all day-to-dayactivitieswithin the union wererun on a
strict volunteerbasis,with only full-time cashiersreceivingmonetarycompensation.
Although thesecashierswere not, however,involved in the grantingof loansor
membershipanddealt solelywith cashdepositsand withdrawals.

But, morethanthis, all 'banking', in the formal senseof the term, was strictly
forbidden. Raiffeisencredit unionsshouldhaveno truck with risk. To this end,there
would be no bills, no mortgages,or pledges.The credit union would exist for
personalcredit only, supplythat credit only by borrowing,andborrow only on the
credit of the association.In general,individual memberswould deriveno benefit
exceptthe privilege of borrowing,andeverypfennig left out of transactionswould be
religiously depositedinto the union's reserve- what Raiffeisenconsideredto be the
financialbackboneof any associationsuchasthis. Oncethis bedrockcapitalwas
established,a credit union could bettermeetany deficienciesarising from members'
hardship;it could alsobeginto replaceborrowedcapital,thus making it possibleto
offer cheaperloans. Shoulda union's reserveoutgrow both thesetasks,it shouldbe
appliedto somepublic work of commonutility benefitingthe district. Moreover,
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whatever the size of any credit union's reserve, no sharing-out would be permitted
it
dissolve.
Rather,
if
to
would either be distributed to help
even a union were
alleviate any pressing hardship within the district, or, preferably, be submitted to a
for
institution
be
kept
the endowment of a new
to
trust
on
until required
public
association formed in the samedistrict, and under the same rules.

Wolff describesthe organizationalfabric of thesecredit unionsasbeingwoven
aroundpurecooperation,safety,cautionandstability - with the sameprinciple being
appliedto lending. In short,the whole organizationwas so framedasto check
borrowingratherthan encourageit. Money would be found for everymemberwho
neededit, but, in everycase,he mustmakeout his casefor the economicjustification
of the loan and,vitally, his trustworthiness.This, for Raiffeisen,could not be assured
simply throughimpersonaleconomiccontract. It would only obtainif the individual
member'scharactercould be, asit were,guaranteedby the very groupof which he
was a member. Wolff sawthis working first-hand,andhis observationsbring out
well the structureof socialcontrol involved:

In a small district everybodyasa matterof courseknows everythingabouteverybody
else,and is a constantcheckuponhim. A man could not misapplyhis loan money
without his neighboursbeing madeawareof it. And onceeverythreemonthsthe
Council of Supervisionmeetfor the specialobject of reviewingthe position of
debtorsandtheir sureties,and consideringthe employmentgiven to the loan money.
Shoulda suretybe found to haveseriouslydeterioratedin solvencyor
trustworthiness,a bettersuretyis at oncecalledfor in the interestsof the association.
And shouldthat demandnot be compliedwith, or shouldthe debtorbe found to have
misappliedthe money ... the loan is at oncecalled in, at four weeksnotice. This may
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And in practice, it has not been found to work at all harshly. Those who apply it are
the debtor's own friends and neighbours, who are sure not to have recourseto their
fact,
it
has
As
in
scarcely
necessity.
a
matter
of
absolute
except
cases
of
ultima ratio
been resorted to at all -which just shows its value as a birch-rod on the mantelpiece
(Wolff, 1893: 76-77).

[T]he smallnessof the districts,which givesto everyassociationan entirely local
character... bringshometo memberstheir shareand interestin it. This really cannot
be understoodat a distance.To realiseit, you mustgo amongthe people,andseeand
talk to them,watchthe pride with which they contemplatetheir successfulinstitution,
the zealwith which they makethemselvesacquaintedwith all its transactions...
They havetheir savings-bankandput into it, becauseit is their own. Theywatchat
all pointsto makesurethat the associationcan suffer no hurt. They discussall that
goeson in connectionwith it. It haslinked themtogetherwith a new bondof union
which firmly establishespeaceandkind feeling (Wolff, 1893:88).

Fromthe above,onemight considerthat the organizationand activitiesof thesecredit
unionswere somewhatintrusiveandoverpoweringfor the members- especially,one
might suggest,the poorerones. Yet, it shouldbe rememberedthat the overwhelming
percentageof the Raiffeisencredit union membershipwas madeup of poor people,
by
that,
their
theirpeers, all that was requiredfrom
endorsed
once
and
characterwas
themwas 'note of hand,unbacked,or elsebackedby one,or most generallytwo
sureties,accordingto the circumstancesof the case'(1893: 77).

In the first 16 years of their existence, Raiffeisen credit unions remained modest in
number. But from 1880 onwards, they proliferated at a considerable rate. In 1867
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there were 32 active Raiffeisen credit unions, but by 1888 there were 425 throughout
south and south-west Germany. Like Schulze-Delitzsch, Raiffeisen laboured to form
regional and national organizations to bind his credit unions into a whole, provide a
forum for the exchangeof views and experiences,and to supply legal and financial
backing. Several fledgling organizations were formed, re-vamped or disbandedover
a decade,but by 1913 the Raiffeisen cooperative societies bad establishedtheir own
central organization overseeing and encouraging the development of some 16,927
affiliated credit unions. Moreover, the formation of the Raiffeisen Central Bank in
1876, as well as being what Wolff termed 'the common cash box intelligently
administered' (1893:79), provided an umbrella organization which could hold
associations' surplus moneys (giving 4 per cent interest) and lend to any credit union
(at 4V2per cent plus a small commission). This, in turn, allowed the Central Office to

developotherservicesfor affiliated local associations- including an extremely
successfulsystemof cooperativesupplyfor machinery,feedingstuffs, manures,seeds
andcoal. Moreover,this cooperativesupplysystemwas readily copiedby other
cooperativeandquasi-cooperative
associationsright acrossGermany. Wolff also
witnessedthe settingup of a Raiffeisen-affiIiatedcooperativeInsuranceDepartment
which, amongotherservices,offered insuranceagainstlivestockdisease.As well as
this, the Raiffeisenmovementalso lent its experienceandexpertiseto the formation
of cooperativewholesaleassociationsamongthe hop andvine-growersof the Rhine,
Moselle,andArh valleys.

Of all the cooperativeassociationsthat Wolff researched
and visited, the Raiffeisen
credit unions drew his highest praise. And he cites a variety of sources - ranging from
European governmental departments and individual economic reformers he
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way in which it draws out the contrast between the two types of credit union.

The Credit Associations(of the SchulzeDelitszchtype) aim at high dividendsby the
largestpossibleextensionof their business,asregardsboth territory andoperations.
This hasin many instancesled to speculationfor the sakeof gain (the acceptance
of
unsafemortgagesin considerationof a higher interest,the dealingof speculative
shares,or elsethe investmentof the reservein sucheffects,the discountingof bills
without sufficient knowledgeof suchbusiness),moreespeciallywhereofficers are
remuneratedby lantijme (Le. commission).Theseare,briefly summarised,the
causeswhy the 'credit associations',which hadbeenmuch in vogueup to the
company-promotingyears,1871to 1873,havein this kingdom found themselves
compelledto call up very considerablepaymentsfrom their members,in orderto
enablethemto continuetheir existence,or elsego into liquidation ... The very
painful experiencesin respectof Credit Associations,by which many an
agriculturalist,required,afteryearshad goneby, to meetunexpectedcalls, haslost all
his property,madepeopleat first so shy that for a long time they could not be
convincedthat the RaiffeisenLoan Banks,in striking contrastto theseassociations,
afford almostabsolutesecurity,sincethey are administeredon totally different
principles(no dividend,no speculation,salaryonly to the cashier,small districts,
confinedonly to one parishor to one or two adjoining ones). Accordingly it wasonly
by slow degreesthat suchassociationscould be introducedhere

...

Now that a

beginninghasbeenmadeI expecta rapid advancein the formationof Loan Bank
Societies'[emphasisin original] (Wolff, 1893:106-107).
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3. Observations

Yet, despitethe positiveendorsements
of thosewho, like Wolff, witnessedthe
considerablebenefitsand opportunitiesthat followed from the formationof these
electiveassociations,that can only go someway to explainjust why it wasthat the
Raiffeisencredit union ideaspreadso widely and rapidly amongthe Germanrural
former peasantclass- and specificallyamongstthe small farmersof the southand
west.After all, we know from Weberthat therewere tangibledifferencesbetweenthe
socialstructuresof southandwestand eastGermanprovincesunderfeudalism- and,
the transition into industrialization(see
moreover,in the dynamicsthat accompanied
Capitalismand Rural Societyin Germanyin Gerth&Mills [1985]). Withthe
differencesWeberidentifiesbetweenthe traditional forms of landlordshipin the east
between
andwest;the particulareconomicandsocialrelationsthat this engendered
landlordandpeasant;aswell asthe extentof patrimonialization of public authorities
in thesetwo regions,he was led to concludethat at this period in its history Germany
was effectively divided into two forms of capitalism:agrarianin the east,and
industrialin the west. And, moreover,thesetwo forms largely determinedthe
changingeconomicandsocialrelationsbetweencapitalistlandlordand former
peasant.Underthe agrariancapitalismof the east,membersof the former peasant
classcould largely still only find rural employmentasthe hired labourerof a
landowner,andwith the pressureof competitiondriving down pricesand with them
wages,many former peasantseitheremigrated(mostly to the US) or sought
employmentin the developingeastGermancities.
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Whereas in the west, Weber says:
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vicinity of the cities,the rising pricesfor meat,dairy products,andgardenvegetables,
aswell asthe intensivecareof young cattlepossiblefor the self-employedsmall
farmer,andthe higherexpensesinvolved in hiring men- thesefactorsusuallyafford
very favourableopportunitiesto the small fanner who works without hired help near
wealthycentersof industry. This is the casewhereverthe processof productionis
developedin the directionof increasingintensity of labour,ratherthanof capital.

The former peasantis thustransformedinto a labourerwho owns his own meansof
production,aswe may observein Franceand in southwesternGermany. He
becauseof the intensityandthe high quality of his work,
maintainshis independence
which is increasedby his private interestin it andhis adaptabilityof it to the demands
of the local market. Thesefactorsgive him an economicsuperiority,which
continues,evenwhereagricultureon a largescalecould technicallypredominate
(Weberin Gerth& Mills, 1985:367).

Moreover,andextremelypertinentto our particularconcerns,Weberdescribeshow
these co-operatives influenced economic relations among the former peasantclass:

The greatsuccessof the formationof co-operativesamongthe small farmersof the
Continentmustbe ascribedto thesepeculiaradvantageswhich, in certainbranchesof
asover the hired laborerof
production,the responsiblesmall agriculturistpossesses
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the large fanner. These co-operatives have proved the most influential meansof the
peasants' education for husbandary. Through them new communities of husbandry
are created, which bind the peasantstogether and direct their way of economic
thinking and feeling away from the purely individualistic form which the economic
struggle for existence in industry assumesunder the pressure of competition. This,
importance
is
because
the
great
of the natural conditions of
only
of
again,
possible
production in agriculture - its being bound to place, time, and organic meansof work
farming
the
the
operations
which
weaken
effectiveness of
and
social
visibility
of
all
competition among farmers (1985: 367-368).

Weber's analysis provides us not only with a detailed description of the 'peculiar
advantages' that the southwesternsmall farmer possessed,but also reveals how this
situation facilitated the successand growth of cooperative association among this
group. In consideration of the data examined in the previous sections, there is every
reasonto believe that Weber is thinking in particular of the Raiffeisen credit union
idea. It was, after all, the most successfulcooperative association among the very
farmers Weber is discussing. Raiffeisen's great skill, it seems,lay in both his firsthand knowledge of this group's social conditions, and of how the strong group
cohesion that characterized smaller communities within this broad group provided
fertile ground for his (Lutheran-informed) philosophy of how and why these
associationsshould conduct their affairs. Weber provides us with a description of the
prevailing structural conditions within which the new small farmer of the south and
west was well placed to improve his economic position, and with it his life-chances
and status, under the developing industrial capitalist system of western Germany.
Raiffeisen's idea was significant in the way in whicý it took root among the former
peasantclass - in large part relying on long-standing Gemeinschaft relations among
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them - and yet through its activities was able significantly to contribute to the
changing habitus of rural life. Note, too, how Weber describes how elective
into
by
both
fed
back
like
Raiffeisen's
traditional
communities
associations
engendering a far less individualistic economics among them than that which
characterizedthe competitive struggle in industry, as well as encouraging and
facilitating in the creation, as he says, of 'new communities of husbandry'- of which
the successful cooperative supply associationspreviously mentioned are a prime
example.

In short then, the picture revealed to us is one where a conjunction of (i): shifts in the
in
between
this
taking
and
within
social
classes,
place
of
economic
processes
relations
casewithin the developing industrial capitalism of western Germany, and (ii): longstanding Gemeinschaft relations and sentiments (and, particular to this case,the social
in
farming
fostered),
that
these
small
communities
of
all
merge
visibility
operations
the elective associations (credit unions) many members of this particular class formed
among themselves.

Raiffeisen's credit unions were run with particular attention to notions of strict

organizationalandeconomicefficiency (with manyvolunteersacquiringconsiderable
skill in administration)but nevertheless
remainedpart of what becamea very large
informal credit andsavingsassociation.The movement'sconstitutionalrejectionof
formal bankingwhich seeksto maximizeprofit, necessitated
that the Raiffeisencredit
unionscreatetheir own surplusfrom their savings,which the contributioninto the
association'sreserveprovided. Raiffeisenrecognizedthat during this vital early stage
of a credit union's life, as it slowly built up its reserve,it must ensurethe integrity of
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the association at all times. And it was the existing Gemeinschaft relations within the
parishesthat Raiffeissen believed would achieve this. As we have seen,both these
and other aspectsof their local habitus lent the fledgling credit union a good chance of
success. Then, as the movement begins to grow and develop it starts to, as Weber
says, 'bind the peasantstogether' (1985:368), and direct them away from purely
individualistic economic thinking by facilitating the creation of new 'communities of
husbandry', educating them in many aspectsof the new practices of husbandry that
.
the urban-centred industrial capitalism demanded.

At this juncture, and referring back to the discussion in chapter 2, it becomesapparent
that T6nnies ideal-type concepts do not hold enough flexibility within them accurately
to characterize the different types of bonds evident within this social phenomenon.
Certainly, Gemeinschaft bonds dominate among the members of each particular credit
union, but can we apply the same criteria to the bonds that maintained the integrity of
the wider and more differentiated associationsthis phenomenon developed? And, in
particular, how do we explain the fact that as a broad collective of elective
associations,this movement fed back into the very communities from which it sprang
indeed,
forms
farming
and,
created
new
of
community?
-

It is herethat certainaspectsof Schmalenbach's
Bund (1977)conceptcanbe of help.
As explainedin the previouschapter,Schmalenbach
positsa Bund asan electiveform
of sociationmaintainedthroughthe affectivesolidarity its membershavein pursuitof
a particularsetof sharedbeliefs(Hetherington,1994). At the level of an individual
Raiffeisencredit union,the bondsbetweenmemberswould be predominantly
gemeinschaftlich,but at the level of the movement'sregionalandnational
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nature
associations
for the credit union idea that were held by the various leadersof the movement - with
'good father' Raiffeisen at its charismatic leader (Wolff, 1893:56). Moreover, as the
movement grew in size and influence, it was able to more effectively mediate between
the changing structural conditions of wider German society and the small-farmer class
from which it had sprung. That is, as an elective association with certain bundlich
characteristics, the Raiffeisen credit union movement was able to influence, indeed
create, different forms and shadesof certain elective associationswithin the
level.
bond
In
the
networks operating at
village and parish
gemeinschafilich
Schamalenbach'stypology, this highlights the interplay between the three categories.
In this case,we can seethe Raiffeisen credit union movement as a successful informal

economicassociationoperatingin certainregionsat a time of considerableandwiderangingstructuralchange.Facedwith a shifting GeselIschaft,it could rely on the
Gemeinschaftrelationsandsocialvisibility of farming operationsasa bedrock,but as
a wider socialphenomenoninvolving tensof thousandsof individuals,took on many
of the characteristicsof an electiveform of sociationmaintainedthroughthe affective
solidarity its membershad for oneanotherin pursuitof a particularsetof shared
valuesandbeliefs. In this case,this wasthe affection andpride that was felt by so
manyfor their credit unions,basedin the beginningon their successin wrenching
thousandsof former peasantsfree from crippling debt andthe constantfear of
starvation,and later whentheir activities enabledwhole regionsto adaptto andtake
advantageof the changingfon-nsof husbandrybeing usheredin by the advancing
urban-centredindustrialcapitalism.
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However, although we can identify distinct aspectsof a Bund in the Raiffeisen credit
union movement of south and south west Germany, our interpretation does not allow
for Schmalenbach'sdefinition that a Bund is usually small-scale and spatially
proximate. In this respect, we must return to Schmalenbach's initial inspiration for
his development of the concept. As Hetherington reveals (1994: 10), this inspiration
stems from Schmalenbach's study of German youth movements - small, Romanticist
groups seeking a senseof fusion through an idealised authentic experience of the 'lost
Gemeinschaften' of the past. Yet, and as considered in detail in the previous chapter,
Schmalenbachconsiders all types of Bfinde as reflexive forms of sociation which can
be seentaking various forms during the 'typical epochs of history' (1977: 119).
Indeed, he views history as a constant interplay of the forms of sociation located
within his GemeinschaftlGeselischaftlBundtrichotomy. For him, historical examples
of Bfinde include: Corybantic religious groups of the Middle Ages formed in
opposition to the emerging centralized 'church'; and the Calvinists of the 'Modem
Period' (1977: 122) with their strict adherenceto the stoicism of Antiquity. And yet in
Hetherington's tracing of the use of the term from the fifteenth century, he reveals
that it has always retained a general meaning which describes non-institutional forms
of bonding, usually political or religious, with different groups stressing either aspect
more than the other depending on their particular concerns. Indeed, even within
Hetherington's discovery of the earliest use of the term we can see clear traces of
elective association. According to Hetherington, the term's first recorded use was in
describing a legal covenant, or a federation/alliance, usually between German
principalities. However, despite the apparent institutional aspect of such federations exemplified in the legal contract between the individual principalities - we can find in
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Schmalenbachimportant evidence that suggeststhat even in this case,bundlich bonds
were present.

In seeking to show how Bfinde relationships attempt to overcome their intrinsic
instability, Schmalenbachcontends that the Bund will foster an acceptanceof the
ethos of 'fidelity' (1977:97) which means 'adopting in realitypart of the ethos of
society andpart of the ethos ofcommunity'(1 977:97) [my emphasis]. It is
particularly noteworthy that in this regard Schmalenbachdraws on the notion of
fidelity that existed among the old Germanic system of knighthood
the
of
most
-'one
outstanding examples of [Bund] relationships' (ibid). We know from Elias (2000)
that even in the late-medieval period, princes and knights were bound together by
strict notions of chivalry and honour (pp. 168-178), and Schmalenbach's identification

of a Bund relationshipevidentwithin a whole stratumof societyat that time perhaps
revealsthat he may haveextendedhis inquiriesin an attemptto discoverexamplesof
Bfindein the modemerathat werenot predominantlysmall-scaleand spatially
proximate. In thesecasesit is compatiblewith the conceptthat both forms of
allegianceandwider commitmentscanbe accommodated.

Schmalenbach's
insightful work providesus with a usefultheoreticaltool anda
worthwhile directionof concernswith which to accountfor a wide rangeof elective
associationswithin different figurationsand,crucially, the importanceof affective
motivationswithin them.

Furthermore, this importance can be highlighted by mentioning another aspect of the
Raiffeisen credit unions which reveals, to some degree,the boundary between this
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particular form of elective association and others that were active at the time. This
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Raiffeisen movement's success,a group of cooperatives that had joined the wider
Raiffeisen association, actually broke away from the movement - citing an 'overly
righteous' ethos within the movement and complaining that they found the rules of
membership and affiliation 'too severe' (1893: 110). Indeed, despite the Raiffeisen
movement's obvious success,and the new forms of cooperation it engendered,the
Raiffeisen movement did not extend its activities to include many other groups and
communities within German society. Nor did it inform their particular attempts at
elective financial association. As a keen economic reformer enthusedby the
Raiffeisen movement, Wolff found this state of affairs lamentable:

The differencebetweenSchulzeand Raiffeisen,of course,is plain andself-evident.
But hereareHaasandthe LandwirtschaftlicheGenossenschaft,
the Westphalian,and
Franconian,Posen,andBroich, andnobodyknowshow many moresystemsrunning
into oneanotherlike the piecesin a child's map-puzzle,with the ultramontane(both
Romanand Lutheran)Bauernvereinespreadingout their 'arms' like octopodsover a
goodbit of commonarea,to suckup what spoil they canfor the benefitof 'Mother
Church'.

The DeutscheLandwirtschaftlicheGenossenschaft separatedfrom the Schulze...
Delitzschassociations,becausethat organizationwould not in the matterof long
credit accommodateitself to the requirementsof the market ... While Posen,
constitutionallydisenfranchised,is preservedas a statewithin a state,with customs
and institutionsdifferent from thoseof its neighbours... But thereare other
connections,eachwith its fifty, a hundred,or two hundredassociations,onewith only
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six - oneor two with their little centralbody andcentralbank- for the separationof
which thereis absolutelynothingto be said(Wolff, 1893:110-111).

At this point, it is worthwhile to considerde Swaan's(1988)work on 'cooperation
among equals', not only as a theoretical template to analyze this particular elective

associationbut alsoasa meansof locatingour particularstudy in the wider contextof
figurationalsociology. While it mustbe stressedthat de Swaanis referring
particularlyto examplesof industrialworkers' mutualismratherthan farmers'cooperation(1988:143-151),his reflectionson 'self-management'are relevant. Similar
to the workers' guilds and Friendly Societiesde Swaandescribes,the Raiffeisen
movementdisplayed,what E.P. Thompsondescribesasthe 'rituals of mutuality'
(cited in de Swaan,1988:144). Although in the Raiffeisencasethesewere largely
wovenwithin the existingfabric of the local community,undoubtedlythe stresson
goodcharacterandhonestdealingin the credit unionsfacilitateda further 'social
constraintto self-constraint'. Along with the factorsidentified by Weber,the
situationin Southand South-WestGermanyconstrained(compelled)the farmersto
cometogether.

In terms of self-restraint in this case,the movement had very few problems over fraud
or mismanagementand there is no evidence to suggestthat Raiffeisen credit unions
were often beset with paralyzing mutual suspicion or conflicts. As we have seen,this
was less so with many credit unions that were set up under the Schulze-Delitszch
model. A significant number of these credit unions had a distinctly heterogeneous
membership that bade ill for attempts at mutual identification and reciprocal
solidarity. Indeed, as Wolff shows, the very constitutions of these credit unions especially their focus on dividends and commission for their professional staff - could
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be seento encourage internal competition and mutual distrust. What seemsto
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Raiffeisen had long-planned, influenced by his contacts with the Schulze-Delitszch
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The Raiffeisen credit union movement is probably best described within de Swaan's
model as a large-scale and collective, yet voluntary, savings and loans association.
One which, nevertheless,did display a remarkable ability to deal with external reality.
Indeed, having learned of or personally witnessed the successful workings of the
Raiffeisen credit union sysyem, many social economists, researchersand
commentators took the idea beyond the German borders, eager to inspire or actually
set up similar associations in their own countries. And, the Schulze-Delitszch system
historical
for
from
influential
However,
bridertaken
the
all
research
as
proved
well.
this study, it is most commonly the Raiffeisen credit union movement that is cited as
the archetypal credit union system of the modem age.

Excursus: Other Examples of Credit Unionism in IY" Centitly Europe

Wolff (1893)reportson a variety of other examplesof credit unionismand
influenced
by
he
in
directly
Europe
these
of
observed
and
studied
many
cooperation
-

the two Germanmodels- andgoessomeway to showhow the different socialand
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1. Credit Unions in Austria-Hungary

In Austria-Hungary, for example, it was among the peoples of the Slav provinces
where credit unionism grew initially, with several hundred associationsbeing formed
over a decade in Bohemia, Moravia and Galicia. In the Hungarian metropolitan
county of Pest, Raiffeisen-inspired credit unions and loan banks were the chief
vehicles of cooperation among the inhabitants, albeit without unlimited liability of
members. While among the Saxon settlers of Transylvania, the Raiffeisen idea was
copied almost identically. In Austria, credit unionism 'flowed' down the Danube
becoming the most popular form of cooperation there. Indeed, in 1889, Austria
boasted a greater proportion of credit associationsto territory than that in Germany.
Yet, Wolff is at pains to point out that while these elective associations proved as
popular among Magyars, Slavs and Turanians as they did among Aryans, he could
find very little evidence of cooperation between these groups and nationalities
-even
though, in many cases,the associationsthey had formed were remarkably similar in
both structure and ethos (1893: 112-116).

Wolff alsocommentson the 'pitched battle' that took placebetweenthe SchulzeDelitzschandRaiffeisensystemsin Austria from 1886to 1889. Schulze-Delitzsch's
ideawas first to gain a footing there,but in 1886the Diet of Lower Austria responded

to a number of sharp attacks upon the Schulze-Delitzsch system by d isillusioned
failures
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As
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response,
order to observe the Raiffeisen system at work. After submitting a wholly
enthusiastic report on their return, the Raiffeisen idea was adopted as the officially
recommendedcredit cooperative system by the Diet - with the Austrian Chamber of
Deputies taking favourable note of the associationsformed in that province soon after.
With such positive endorsementsgiven to it, other provincial Diets began to adopt the
Raiffeisen system and within three years associations were formed - often with 'startup' grants awarded by local governments- in Upper Austria, the Tyrol, Styria,
Carinthia, Vorarlberg, Salzburg, Hungary and other provinces (1893: 118-120).

2. Credit Unions in Italy
The Banche Populari

In Italy, too, the credit union idea was to take root - in this caseas a result of the work

of an enthusiasticeconomicreformerwhosefirst BancaPopularedi Milano found its
profile, and its membership,greatlyenhancedas a result of a formal bankingcrisis
broughton by war (Wolff, 1893;Francois,1899). As a young economicsgraduate,
LucianoLuzzatti hadwritten a tract concerning'The Diffusion of Credit' in 1863,
drawingheavily on the work of Schulze-Delitzsch.Yet, Luzzatti consideredthat,
despitethe originality of Schulze-Delitzsch'sideas,in practicethe German
associationswereburdenedby an overly-complexapparatusrelying on too largea
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themselves.Luzzattiwas alsoconvincedthat the circumstancesof the two countries
were so different that to simply employa mechanicalcopy of the Schulze-Delitzsch
failure.
believed
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be
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that
to
particular,
system
would
Schulze-Delitzsch'spenchantfor unlimited liability amongmemberswould be simply
him,
for
'an economictradition of Germany
in
Such
Italy.
a practicewas,
unworkable
descended
from the propertiedclassesto the poor' (cited in Wolff, 1893:136).
Instead,Luzzatti drew up planswherebyhis proposedbanchewould employsimpler
structuresthanthe Germanpeople'sbanks,restrictingthemselvesto the discounting
andpassingon of bills of exchange.Borrowing, in the mannerof Schulze-Delitzsch
associations,would meandirect andcontinueddependenceuponothers- an
arrangementlargely unfamiliar to Italiansat this time. Dealing in bills andcurrent
accounts(basedon limited liability) would offer a systemestablishedandunderstood
by potentialmembers,andwould facilitate simplerbusinesspractice. And asthe
banker'scurrency,a bill of exchangewould alwaysbe mobile - that is, readily
convertible.This would, consideredLuzzatti,help protectan associationfrom both
baddebt andwider economicdownturn. Their 'ever mobilizedportfolio' would not
only allow themto realisetheir fundsat shortnotice if needed,but alsowould provide
establishedassociationswith a direct sourceof profit - insomuchaswith a new
signatureon the back,bills becamenegotiableat a lower rateof discount(1893: 137138; 139-140).

Moreover,Luzzatti's banche,like Raiffeisen'sassociations,would lend membersbills
forproductive purposesonly. That is, to supply on credit working capital for trade,
like
But
Schulze-Delitzsch, Luzzatti required that members
or
agriculture.
commerce
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price than that of the German associations,yet Luzzatti considered it prudent to insist
for
full
installment
period
payment. Coupled with a 25 lire entrance fee
on a shorter
(to help establish a reserve but mainly as an earnestmoney which would be forfeit
should a member leave the banca) the cost of the sharewas set at about 50 lire. And
both entrance fee and share price must be met by each member within ten months of
successful application. Not surprisingly, such a condition would prove too exacting
for many poorer working men, yet this did not overly concern Signor Luzzatti.
Indeed, he did not consider his proposed banche should exist for the very poor - they
should, it was his belief, avail themselves of charity or the support of friendly
societies until their position had been raised sufficiently for them to consider
membership.

Luzzatti's first endeavour in cooperative banking was set up in 1866 when the Banca
Populare di Milano first opened its doors on May 25. Working out of a small hired
room, on its first day Luzzatti's banca could only boast 700 lire in capital donated by
several of his friends, who bad lent their support more out of sympathy for Luzzatti's
exuberant passion rather than in anticipation of his cherished banca's success
(Francois, 1899: 456). Yet, within just a few days of its existence, an event occurred

that providedLuzzatti with an unexpectedbut considerableopportunitynot only to
provethe efficacy of his idea,but alsoto raisethe banchepopulari ideatowardswide
public favourand reputation. In early Junethe Italian governmentdeclaredwar on
Austria and in an ill-consideredmoveto ensureadequatemilitary expenditure,
pronouncedthe enactmentof forcedcurrencyfor the notesissuedby the National
Bank. This resultedin the premiumbeingmuscledup to 10per cent in a matterof
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days and the ensuing financial panic saw runs being made on scores of savings and
deposit banks across Italy. Indeed, the formal savings bank in Milan lost over
800,000 lire in less than a week (Wolff, 1893: 143). Luzzatti was not slow in seizing
his opportunity. He laid elements of his bancapopulare idea in front of a Milan
Giunta Municipale panicked by serious fears of rioting, and having securedtheir
official permission began issuing buoni di cassa- bonds, or bills, that is, not notes for five, three and two lire against security. DesperateMilanese flocked to Luzzatti's
hired room to purchasethese buoni and the financial panic was easedconsiderably.
For their part, the bancapopulare saw its membership reach 1153 by the end of
twelve months and its capital swell to 217,000 lire. In its first year of existence, the
banca also discounted to the amount of 687,606 lire, and received on deposit 341,000
lire - and from an opening day's transactions amounting to no more than a few lire,
Luzzatti's end of year accounts listed transactions of over II millions (Francois,
1899: 457).

That was not the only instancegiven of happyresource.Whateverdemandsarose,by
somenew and ingeniousdeviceSignorLuzzattiand his friendsknew how to meet
them. For long borrowing they inventedthe interest-bearingbondsfor fixed terms
(buonifrutiferi a scandezafissa);for long lending,which the requirementsof
agriculturerenderedimperative-a sorecrux it wasto Italian financiers- the cartelle
agrarie. Both thesethingshavebecomeestablishedinstitutions(Wolff, 1893:144).

Despite its initial successand the considerable public profile that resulted from its
intervention in a serious economic crisis, Luzzatti's bancapopulare idea was slow to
be copied in other towns and regions. This was largely as a result of existing Italian
law which would not officially recognize any society with unlimited capital. Thus,
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1880 enabled Luzzatti and his now growing number of disciples and colleaguesto set
about the formation of more banchepopulari, and increasedcooperation between
them, with unrestricted zeal. One particularly successful method that Luzzatti
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sheetwould serve as its brief of trustworthiness. And in this endeavour, Luzzatti was
aided indirectly by the Italian government who decreed that every bank, cooperative
or otherwise, would be required to submit monthly returns of its transactions which
would be published in the official Bullettino.

Despite some 400 other unconnectedcommunal and private savings banks operating
relatively successfully throughout Italy, and notwithstanding the privileged small
savings advantage granted to the Post Office Savings Banks (namely, an impost of 1'/2
per cent levied in their favour on other savings banks), Luzzatti's model stressed
localization and decentralization. And through reputation - aided by the Bullefino's
statistics revealing how successfully banchepopulari savings were consistently fed

back into the communityin which they operated,mainly throughfurther increased
loansanddiscountingof bills - by 1889,Luzzatti's modelhadcornereda full third of
Italy's bankingoperations.Crucially, for Luzzatti andbanchepopulari members,the
stresson localizationanddecentralizationencouragedboth formationand
developmentasvolunteersandmemberscould seethe potentialand further benefits
that a successfulbancacould bring to a local economy- in many casesbringing
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commercial
Luzzatti's own region,Lombardy,banchepopulari activitiesresultedin commercial
andagriculturalcredit facilities beingmademuch morewidely available. In twenty
years,commercialand agriculturalcredit went from being in the gift of a few formal
banksin Milan to being availableto banchemembersin Bergamo,Brescia,Cremona,
PaviaandLodi (Wolff, 1893:148-150).

While the successof the growing banchepopulari movement, and the benefits it
offered local groups, often spoke for itself, Luzzatti remained loyal to his belief that
the core values on which his idea rested were due to the continued practice among
banche members of the 'capitalization of honesty' [garanzie moralt]. This had two
main facets: one, the continued regular and frank publication of balance sheets,capital
accounts and so on, relating to each association; and two, the continued careful
discrimination in the selection of members.

The bestand safestguaranteeof prosperityis the moral worth of the member. The
very life of co-operationis boundup with the moral worth of members,andthe more
it is assuredby strict guarantees,
the morereadily will moneyflow into our banks
(Luzzatti,cited in Wolff, 1893:144).

And, aspreviouslymentioned,Luzzatti did not considerthe moral worth of the very
poor to be able to meet the challenge of banchepopulari. As Francois (1899) says:

The stockholdersof the banksbelongto different classesof society,but it is the
middle classthat furnish the greatestnumber. The following classificationrefersto
the years1876(77,340members)and 1893(405,341members).It will be observed
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that the numberof membersamongthe industrialandcommercialclasseshas
decreased[largestpercentageof members:small manufacturersandtradesmen25.25
per cent in 1893;down from 32.15per cent in 1876);small farmers(up from 16.80
per centin 1876to 24.12per centin 1893);and employees,teachersandprofessional
men(16.65per cent in 1876to 18.86per cent in 1893)].

In contrastwith the systemin Gen-nany,
the Italian people'sbanksaskat their
foundingno assistancefrom the state,from provinces,communesor from individuals.
They enjoy, however,certainprivileges,commonto all co-operativeassociations,
viz., (1)exemptionfrom the registrationtax and from stampdutiesimposedon the
admissionor withdrawalof stockholders... ; (2) in the caseof companieshavinga
capitalnot exceeding30,000lire, exemptionfrom stampdutiesuponwrits of
executionduring the first five yearsof their existence(law of Feb. 13,1874);(3)
exemptionfrom the tax on transferof shareswherethe capitaldoesnot exceed50,
000 lire (samelaw, art. 68); and(4) free publicationof their reportsin thejoint-stock
companybulletin (1899:458459;460).

Yet, it must be stressedthat despite the exclusion of the very poor and unemployed,
the banchepopulari freely awarded credit to economic groups that the formal banks
would have no dealings with- and certainly would not extend credit to in any
circumstance. Secondly, many banche became involved in philanthropic activities
over and above their day-to-day dealings. Perhapsthe most important example of this
came about in the aftermath of the river Po bursting its banks, swamping whole
districts and devastating the economies of many small areas. In response,a number of
banchepopulari were handed over around 100,000 lire each from relief funds, which,
as a result of their credit, actually translated to an average of 400,000 1ire being
distributed through each of the banche involved. And while these extra relief funds
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they neverthelessdrew up repayment agreementsto be spread over between 5 and 10
years.

The CasseRurali

Alongside the development of Luzzatti's banche, Raiffeisen-inspired credit unions
influence
did
in
Italy
the
their
and
number
not
reach
although
also sprang up rural
levels achieved in Germany. Having long been impressed and influenced by the
successand example of the Raiffeisen rural credit unions, Dr Ldon Wollemborg
founded the first CassaRurale (Country Bank) at Loreggia, Lombardy, in 1882.
While there were differences in the Italian and German land systems,agricultural
practice and development, the conditions experienced by the majority of Italian small
farmers were every bit as miserable as those of their German counterparts. Apart
from a relatively small number of skilled artisans who ran small holdings in parallel
forced
learned
farmers
to strive for humble harvests
their
trades,
were
with
most small
using antiquated implements, poor quality manures, and meagerly fed livestock that
were more often than not owned by the usurer who had lent the farmer the money to
purchasethem in the first case. Exacerbating this state of affairs was a practice
among a number of better-off peasantsof lending moneys to poorer neighbours at
extortionate interest - in effect, practising usury among their own community.
Agricultural labourers fared little better, and could only hope to earn between 50
centesimi and P/2 lire per week in the fields owned by their local landlords or
wealthier neighbours (Wolff, 1893:170-172). Wollemborg's philanthropic efforts
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beganin earnestafter severalbadharvests,droughtanda spateof devastatingvine
disease.And his struggleto setup the first cassarurale was stronglyinfluencedby
the fact that althougha numberof banchepopulari were active in his region,noneof
the small farmersandpeasantscould afford their entrancefeesor sharecosts.
However,Luzzatti himself, while not amenableto the suggestionthat the banche
reviewtheir membershiprequirements,did offer - andgive - practicalhelp and
advicein the settingup of the casse.Wollemborgsetup the Boreggiacassarurale
largely from his own fundsandcredit. He hadreceiveda generousinheritanceand
drew uponhis own ability to accessformal credit by borrowing from local Savings
Banksthe moneyhe neededto setup andrun his rural bank- at leastfor a time. In
June 1883,having securedthirty-two signed-upmembers,Wollemborgopenedthe
first cassa. Membershipgrew modestlyin the first threemonthsof its existence,but a
significantturning point cameat the endof that first quarter'soperationswhenthe
cassareportedto membersthat they owedjust I 1/2percenton their loans. The
reactionwas unprecedented.

Incredulously[the members]broughttheir booksbackto the [cassa];sucha thing had
neverbeenheardof. Whenthey found it to be correctall the same,the fameof their
cassaspreadabroadason wings. The propagandabegun,the diffusion worked its
own way. Here,there,the authorof this new institution found himself summoned,
sometimesby a landlord lessindifferent than the rest sometimesby the sindacoor
the curi. And now ... the movementis advancingwith 'ilan, amid the plauditsof
economists(Wolff, 1893:174).

Like the Raiffeisencredit unions,the Italian countrybanksreceivedno capital paid in
byrnembers. Rather,their obligationswould be guaranteedby the unlimitedjoint
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liability of the members. Similarly, each association would operate within a limited
sphere-a small commune, village, or parish; would regulate the form, duration, and
the maximum amount available for a single loan through annual general assemblies;
and would ensure the indivisibility of the associations' capital formed by undivided
profits and (where levied) entrance fees. Furthermore, like Raiffeisen, Wollemborg
insisted that each applicant for membership would be required to supply proof of their
integrity (most often through positive endorsementof their character by existing
members and neighbours) (Francois, 1899:461). Moreover, Wollemborg was mindful
of Raiffeisen's concern that ensuring full democratic control and accountability within
each association necessitatedactive and continued involvement of members in the
union's activities. And as many of the casse rurali were actually smaller and even
less financially stable than many of the early German Raiffeisen credit unions,
Wollemborg insisted that all members should attend all meetings whenever possible.
Indeed, so convinced was he that this was vital that many cassewould fine a member
50 centisimi for unexplained non-attendance. Furthermore, Wolff cites several

commentatorsandresearchers
who point to a measurableincreasein basicliteracy
amongsomeof the poorestcasse(andbanche)membersbecauseof these
associations'insistencethat alongsidepositive endorsementof their character,any
applicantmustdisplaythe ability to write his name. As Rostand,a Frencheconomic
commentator,reportedin 1891,

The illiterate learnto write, in orderto be admittedto the cassa becauseevery
...
membermustbe ableto sign his Christianand surname.

[T]he small co-operativeinstitutionswith unlimited liability possess,along with
...
their practicalutility manifeston the faceof them,a socialutility peculiarly worthy of
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notice. Freedfrom usury,the peasantryhaveregainedcourageandconfidence.They
feel a love for anda pride in, their humbleinstitutionsof agriculturalcredit. They
expelfrom themeveryonewho hasthe habit of living at the expenseof others,or a
tastefor drink ... Membersattendthe meetingsassiduously,andtherefollow all the
proceedings,the grantingof loans,the investmentof funds,the progressof liberation
with keenattention. The punctuationof paymentsis rigorouslyupheld ... We must
confineourselvesto statingwhat deepimpressionthis visit hasleft uponthe mind of
everyoneof us (Rostand,cited in Wolff, 1893: 178-183).

By the time the first edition of Wolff s text on the People's Banks went to press in
1893, he had recorded 930 People's Banks in Italy, of which 64 were Wollemborg
casse. While these Italian associationscould not boast the same number per
population as their counterparts in Germany, the Banca Populare di Milano had seen
its capital and business far outstrip the largest Schulze-Delitzsch People's Bank (the
Creditverein of Leipzig). For their part, the Wollemborg casse continued to operate
as small rural-based associations, serving peasantsand small farmers in their villages
and parishes. And, indeed, the various curis of these parishes were not slow to
recognize the efficacy of these small associations. Many of them lent support to
fledgling casse and after 1891 the Italian Catholic church began to set up credit
unions of their own. As Francois recorded in 1899,

Until 1891the countrybankswere entirely secular,but after that datebanksexplicitly
Catholicwere founded. Although one may censurethis proceedingon the ground
that a bankhasnothing to do with the religioussentimentsandbeliefs of those
associatedwith it, thoughmuchto do with their honestyand solvency,yet it mustbe
acknowledgedthat the resultsattainedhavebeenentirely different sincethe religious
questionhasplayeda role. According to statisticsgiven by M. G. Micheli, while
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only 125non-sectarian[Wollemborg]bankshadbeenestablishedup to 1897,the
numberof Catholicbanksgrew to 779 in the sevenyears 1891-1897.In certain
diocesesespecially,remarkableresultshavebeenattained. The eighty-sevendioceses
of Brescia,Udine,Adria, Vincenze,Pardone,Bergame,Veronaand Trdvisehave452
countrybanks(1899:452).

While I could not locateany datato showthe classand statusof the Catholiccountry
banks'memberships,their considerableproliferation(outstrippingthosebasedon the
Wollemborgmodel)almostcertainlyowesmuchto the practiceof establishedurban
Catholicbankslending
rý supportand moneyto the associations
springingup among
their rural congregation. In the Wollemborg model, funding was only ever obtained
from members' deposits. Despite their humble status, however, the Wollemborg
few
introduce
Italian
People's
Banks
'loans upon
to
the
were
among
very
casse
honour', whereby, admittedly modest, loans would be granted with no security other
than that of the borrower's personal promise.
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Chapter 4

The Origins and Development of US Credit Unions

Introduction

This chapter examines the origins and development of the US credit union movement.
Its early history is explored, from the first recorded examples of credit unions in
North America up until the passing of the first federal Credit Union Act of 1934. The
formation of credit unions among municipal employees in Manhattan provides the
main analytical focus of the chapter, as this case study reveals many of the values,
beliefs, and attitudes that many early US credit union members held - standardsof
behaviour, moreover, that were successfully encapsulatedwithin the common bond
aspect. Indeed, an analysis of the early history of US credit unions centred on the
common bond, reveals important aspectsof American gemeinschafilich,
geselIschaftlich and bundlich relations in the beginning of the twentieth century. The
later sections of the chapter chart key characteristics of the movement's development
and growth in the post-World War 11period, highlighting a distinct shift in emphasis
concerning the common bond aspect.

In New York in 1864, several unions of German craftsmen organized a city-wide
association called the Arbeiter-Bund. Montgomery (1967), writing on the history of
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organized labour in the US, reveals that this association of immigrant workers sought
not to challenge the length of the working week, or strive through organization to
in
higher
the New World were
as
other
workingmen's
unions
wages,
achieve
struggling to do. Indeed, they sought no real solidarity with other similar associations
at all, but rather, through their own cooperation, worked to establish a bank and a
hospital, home-building societies, and producers' cooperatives. The association
bought potatoes,tea, sugar and coffee at cost and would sell them to members at
below retail prices. A $200 death benefit was also provided. All these different
aspectsof this elective association's 'self-help' were arranged on strict SchulzeDelitszch principles.

It is not knownwhetherthe activitiesof this electiveassociationamongGerman
immigrantartisansbecamewidely known to other associationsandunionsactive
within New York stateat this time, but Moody & Fite' (1984)cite a New York Times
article from 1869which, reportingon the GermanPeople'sBanks,concludedthat
'nothing in the varioustrials of cooperationfor the working classesthroughoutthe
in 1870,SamuelM.
world hasbeenso successful'(1984:11). In Massachusetts
Quincy,a Bostonattorney,andmemberof the GeneralCourt, attemptedto introduce
Schulze-Delitszchsocietiesinto the stateafter having beeninfluencedby his reading
of a tract written by Schulze-Delitszcha few yearspreviously. Quincy translated
severalextractsof this tract into Englishandhis nephew,JosiahQuincy, a memberof
the Massachusetts
senate,presentedhis uncle'stranslationto the state'scommitteeon
banksandbanking- with a recommendation
that a statelaw be enactedpermitting the
' As noted at the beginning of the previous chapter, Moody & Fite's text is the
only published history
of the US credit union movement. The authors did, however, have complete accessto the archives of
the Filene Research Institute at the University of Wisconsin, as well as the personal correspondence,
diaries and memoirs of early US credit union activists held by the Bergengren Memorial Library.
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incorporation of such banks. The February 1871 edition of the MassachusettsJournal
initiative
in
following
Quincy
its
bill
lent
Senate
the
the
to
the
and
year,
a
support
of
was prepared for passagethrough the legislature. However, before it could be
banks
Quincy,
Josiah
the
of
and banking committee, reported
now
chairman
enacted,
that the bill was unnecessaryas he believed that credit unions could be set up under
existing law. What transpired was a slight re-organization of an existing initiative, the
Franklin Fund, which made small loans to young merchants on the security of their
mortgages. Quincy's original proposed bill was thus set aside. Indeed, apart from the
association organized among the German artisans of New York, the first true credit
in
in
in
Quebec
1900.
North
America
Levis,
set
union
up
was

1. The DesjardinsCaissesPopulairesin Quebec

As a young journalist and editor of a provincial newspaper in Quebec, Alphonse
Desjardins learned and wrote much concerning the economic and social problems
borne by the citizens of his home city of Levis. Indeed, his concerns drew him to
study economics and social sciencesin greater depth, and his growing interest in
political matters - especially the debate among Canadians concerning closer ties with
the US versus national unification and centralization - led him to begin publication of
the sessionsof the Quebec parliament. He did this for eleven years until hejoined the
Hansard staff reporting on the debatesof the House of Commons in Ottawa.
According to Moody & Fite (1984) it was during one such debate that Desjardins
learned of the extent of usury among Canadiansand resolved to attempt a remedy.
His brother had already called his attention to an article about the Rochdale
how,
in
Canada, such associations amounted to a few cooperative
and
cooperatives
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bakeries and one or two cooperative stores. Desjardins began to researchthe
European cooperatives and drew up a list of some of the key figures and exponents.
In 1898, Desjardins wrote to Henry Wolff and began a correspondencewhich would
last some years. He also contacted Charles Rayneri, director of the Banque Populaire
of Menton, France and requesteda number of brochures about popular banking in the
country. Desjardins also wrote to other European cooperative leaders, including
Luzzatti in Italy, and as his knowledge and feelings for these associationsgrew, he
began to preach the gospel of cooperation at public meetings, through the press and in
personal correspondence.

In 1900, Desjardins called together a number of his friends and associatesto lay out
his plan for a people's bank in Levis. From this meeting a small committee was set
up to study the technical details of formation and operations. Between the times this
his
Desjardins
continued
correspondenceto Europe and, importantly,
met,
committee
decided upon two fundamental principles for the proposed Canadian association that
differed from the prevailing practices in the Old World. Firstly, he became convinced
that the dichotomy between urban and rural credit unions in Europe should not hold in
Canada. He saw no reason why there could not be harmony between the
characteristics of the banquepopulaire and the caisse ruray.

[I]n a country asnew asoursthe economicsituationof the populationgroups
...
differs essentiallyin certainareaswith that which is encounteredin the old country
(Desjardinsto Henry Wolff, Oct. 27,1900, cited in Moody & Fite, 1984:15).

Secondly, DesJardinsrejected the Raiffeisen and Wollemborg stresson unlimited
liability among members. He maintained that he would never have been able to draw
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from
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had
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idea
for
his
this
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on
principle,
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support
French
Canadian
debates,
the
population was completely
various parliamentary
opposedto any notion of unlimited responsibility.

On December 6 1900, one hundred Levis citizens met to formally adopt the now
be
known
Caisse
Populaire
bylaws
La
would
as
of
what
completed constitution and
de Levis. The objectives of the caisse would be to encourageeconomy and financial
responsibility among members; to promote Christian and humane values; to combat
individual
help
borrowers
for
local
to
enterprises;
and
achieve
capital
provide
usury;
economic independencethrough self-help. The caisse opened for businesson January
23,190 1. To become a member, the bylaws stipulated that any urban or rural resident
five-dollar
have
Levis
to
to
a
single
share, to be paid at the rate of
subscribe
of
would
ten cents per week. Alongside this, a small entrance fee would be levied and
deposited into the society's reserve fund. Election to membership required the
in
be
judged
honest,
to
payments, sober, of 'good habits,
punctual
applicant

industriousand 'labourous'. As with the Europeanmodels,a committeeof credit was
responsiblefor approvingor rejectingall loan applications-a member'scharacter
andrecordfor financial responsibilitybeingthe paramountconcern. Although, the
caisse'sconstitutionensuredthat smallerloan applicationswould alwayshave
priority for consideration.Indeed,the overall structureof the associationparalleled
that of the Europeanexamplesand,like Raiffeisenand Luzzatti beforehim,
DesJardins'belief that trust andreciprocityamongthe membersprovidedhis
borne
by
its
out
success.
with
adequate
security
association
was

128

In the first six years of its existence, La Caisse Populaire de Levis made loans
totalling almost $200,000 - with no record of serious default. As with the first, and
subsequent,Raiffeisen credit unions, the caisse relied on the gemeinschaftlich social
relations of its members.

The main securityis the fact that the associationis working within a small areaand
that everybodyknows eachother

[A] secondsecurityis that everybodyis
...

interestedby beinga shareholder(Desjardins,[ 1914]La CaissePopulairecited in
Moody & Fite, 1984:17).

The practice of one member-one vote ensuredthat no single person, or small group,
could exert an imbalance of power within the association - but Desjardins did allow
for profit to be made by investors on loans. Reluctant, however, to use the term
'profit' in relation to these dividends, Desjardins referred to them as boni. And,
certainly, these boni remained modest in amount. Of the $5,800 profit made in the
first six years, $3,400 was diverted into the reserve fund, with only $2,400 being
distributed as boni between over 1,000 members. After its first successful six years,
the caisse continued to attract further members and, thus, capital, and as a result,
moved into bigger premises in the business district of Levis and hired a general
manager. Moreover, alongside the steady growth of the Levis caisse, another was
organized in the neighbouring rural parish of Saint Josephde Levis, and a third was
established in 1905 at Saint Maio near Quebec.

Anxious to give his idea legal status, Desjardins used his connections within the
Quebec legislature to encouragethe passageof an enabling Act. This was achieved in

1906,whenthe QuebecSyndicatesAct was passedunanimously.However,
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Desjardinswas lesssuccessfulin the CanadianHouseof Commons.*Despitevocal
lengthy
Gray,
to
from
testimony
Earl
the
a
general,
and
governor
support
despite
failed
bill
Quebec
Act
two
the
on
modeled
a
committee,
parliamentary
Nevertheless,
in
the caissespopulairescontinuedto
sessions.
readings subsequent
by
in
in
fifteen
Indeed,
1908;
1909.
in
1907;
and
three
eleven
organized
were
grow:
1914,therewere 150caissesactivethroughoutCanadaservingurbanworkers,
farmersandminers.

Having seenhis idea become a reality, and boistered by its success,Desjardins
least
in
His
US.
the
to
credit
northern
not
credit
continued promote cooperative
but
duplication
his
ideawas
known
in
states,
no
of
attempted
certain
societies were
before 1907. For his part, Desjardins was willing to assist the establishment of credit
leadership
have
from
but
insisted
to
the
that
come
would
among the
unions,
Americans who sought to take up the idea. Such a leader would emerge from the US
around this time and come to be regarded as the 'grandfather' of the credit union
from
his
few
like-minded
Indeed,
the
there.
and
efforts
work
of
a
early
movement
contemporaries, this leader would begin a process of credit union promotion and
formation that lay the foundations for the most successful and most widely copied
credit union model the capitalist West has ever seen.

2. Edward Filene

in his home
EdwardFilenewaseducated
Germanimmigrants,
Bornto successful
state of Massachusettsand in a Bavarian boy's school, close to his mother's
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birthplace. Despite achieving a place at Harvard, Filene entered the Boston family
businessat eighteen due to his father's failing health. William Filene had opened a
clothing store shortly after having settled in Boston in 1856, and by the time his
had
joined
Filene
had
Edward,
the
store,
presided over the extension of
second son,
his business into Lynn, Salem and Bath. Edward was quick to learn the aspectsof
businesspertinent to a retailer and by 1881 had centralized the family business into
decade,
William
Filene's Son's
large
By
Boston
that
the
the
of
store.
one
end
Company had become one of the prominent business establishments in Boston.
Filene's skill as a storeowner lay in his clever merchandizing practices - most
especially in his constant stresson providing, and advertising, full value for money.
He was also an enlightened employer, offering higher than averagewages and
providing employee benefits that were some way ahead of their time. These included:
several employee lounges around the store, a staff cafeteria, a savings and loans
association, paid holidays and free healthcare. Filene also encourageda staff 'union'
which was invited to contribute towards the setting of working hours and the
determination of holidays.

Filene was, by all accounts, a shy, rather lonely man. Carrying a pronounced limp in
his gait following a childhood accident, he also suffered bouts of untreatable chronic
acne and would avoid company whenever it flared up. A lifelong bachelor, and
despite his growing prosperity, Filene lived simply and rather frugally - rarely
allowing himself the indulgences his position could afford. He did however begin to
realize his desire for travel. In the mid-1880s, he began the first of many trips to
Europe where he would purchasemerchandize and study European business practices.
Moreover, he began to take a keen interest in wider issuesconcerning European
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Filene's trips became fact-finding missions and as well as visiting a number of foreign
officials while abroad, he correspondedwith a number of American leadersand
international figures while in Boston. These included: Woodrow Wilson, Georges
Cldmenceau,Aristide Briand, Ramsay MacDonald, Lenin, Gandhi and Theodore
Roosevelt.

A lapsed Jew, Filene sought a humanitarian creed for social morality and economics
which led him to read Law, Owen, Smith and Ricardo. He joined the Liberal Club in
the 1890sand attended lectures given by John Dewey, among others. And for many
years he visited the summer conferencesat Greenacres,New Hampshire, where
speakersdiscussedthe moral and philosophical concerns of the day. From his diaries,
letters and papers, Moody & Fite (1984) reveal that Filene's increased involvement
and interest in wider social and economic issuesconvinced him that individual acts of
philanthropy or charity would and could not solve the problems of poverty, disease
and social distress. And it was from these convictions that Filene resolved to seek
enlightenment through travel once more. But this time he made plans tojourney far
wider than he bad done before and with a specific goal - to study many different
forms of cooperative credit active around the world.

From the diary he kept of this journey ("Trip Around the World: Edward A. Filene,
1907"), the visit that had the most profound effect on him was the one he made to
India. Specifically, the time he spent among the peasantvillagers of Bengal. On his
arrival, Filene made contact with William Gourlay, a Cambridge graduate and
member of the Indian Civil Service, who was responsible for the setting up of
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cooperative societies among villagers in the province. Filene and Gourlay spent
several weeks visiting different villages and districts, and like many newcomers to
India, Filene was astoundedby the depth of poverty he saw there. Yet, his diary also
reveals his admiration for the Bengali peasantwhom Filene saw as the honest and
hard-working victim of an exploitative system. Filene was also impressedby
Gourlay's attempts to set up Agricultural Cooperative Banks which had arisen from
the efforts of Gourlay and others to persuadegroups of villagers to form associations
to receive their meagre savings. Moody & Fite do not reveal how this initiative came
about, but do mention that the British government had agreed to lend each association
a sum equal to that deposited by the members - thereby allowing them to award 5 to
25 rupee loans to each other. The successof some of these associations impressed
Filene greatly- especially the fact that unpaid volunteer officers, elected from among
the villagers themselves, ran the vast majority of the associations' activities.

From Bengal, Filene moved on to the Philippines where he encountered similar
poverty but a paralyzed initiative for agricultural banks. Under Philippine law, no
institution could lend money unless the borrower held some sort of land title, thus
eliminating at a stroke hundreds of thousandsof peasantswho could'potentially
benefit from a system like the one he had witnessed in India. However, on his return
to the US Filene did not initially seek to translate the cooperative credit systems he
had seen into a similar model for the American poor. Instead, he set about seeking to
persuadeRoosevelt to introduce the Anglo/Indian agricultural banking system into the
Philippines. After receiving initial interest from Theodore Roosevelt about his travels
and experiences,Filene prepared a presentation for the President and offered to visit
Washington to deliver it in person. However, Roosevelt's interest soon waned and
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Filene never received an invitation to the White House. Yet, Filene's increasing
least
initially,
did
for
at
credit
not,
resolve him to attempt the
cooperative
passion
in
home
his
state of Massachusetts. Indeed, the
setting up of a credit union model
first work in this regard was actually carried out by another Bostonian who had at that
time never met Filene nor been aware of his interests.

3. Pierre Jay

In a letterhe wrote to AlphonseDesjardinsin 1907,PierreJay,the recently-appointed
First Commissionerof Banksfor Massachusetts,
recountedthe time he hadbeen
browsingin the BostonPublic Library for somethingto readon the train journey from
the statecapitalto his suburbanhome. On oneof the shelveshe found a copy of
Wolff s People'sBanks(1893)andbeing inspiredby what he read,soughtto discover
moreaboutcredit unionsandtheir activities. The only otherwritten evidenceof
Italian
found
he
initially
Bulletino, which, as
the
a
copy
of
was
unionism
credit
mentioned in the excursus to Chapter 3, described the work of the Banca Populare di
Milano. However, as a result of further inquiries, Jay learned of Desjardins' efforts in
establishing the Caisse Populaire de Levis - hence his letter. Not only did Desjardins
supply Jay with further literature on cooperative banking, but also put him in contact
with many of the leading figures of the European movement. As his.awarenessand
knowledge increased,what impressedJay most of all concerning credit unions was
their considerable successin releasing members from crippling usury and the grip of
extortionate loan companies.
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Many amongthe poorerclasseswere forcedto borrow from pawnbrokers,andfrom
moneylendersknown as 'note-shavers'.To avoid prosecutionfor usury,note-shavers
loanedmoneyon noteswhich borethe legal rateof interestbut addedfeesfor
interest
loan
Small
the
and
services
which
greatly
enhanced
rate.
expenses
companies,which first appearedin Chicagoin 1870,suppliedanothersourceof
extremelyhigh-pricedcredit. They often chargedinterestratesrangingfrom 6 to 40
foreclosed
became
known
'Shylocks'
on mortgagesand
as
who
cent
a
month,
and
per
garnishedwages. The term loansharkhad cometo be associatedwith all of those
who chargedexcessiveinterestrates. Therehadbeensomeexperimentswith socalledphilanthropicandcharitableloan societies,anda few employees,but these
well-meaningefforts hadnot met the felt needof the vast majority of moderateand
low incomefamilies (Gilbert, D. I et al [1932] Small Loan Legislation,cited in
Moody &Fite, 1984:47).

Jay and Desjardins met for the first time in Ottawa in 1908 and from this meeting Jay
resolved to use his position in order to spread knowledge of credit unions in
Massachusettsand, if possible, to other states. It was during these efforts that Jay
learned of Filene and his interests, and in November of that year Desjardins went to
Boston to meet with Jay and six other 'public-spirited citizens' - including Filene.
From Desjardins' knowledge of credit unions and his first-hand experiences of setting
up the Levis caisse, the Boston group decided to begin a process of drawing up a
framework around which positive legislation might be achieved. To this end, Jay
contacted 150 ma or manufacturers in the state inquiring whether they had set up, or
were aware of, agenciesthat 'accept small deposits from their employees and allow
interest thereon in order to encouragethem to save', other than legally chartered
banks or trust companies. Jay did not receive many responsesfrom these large
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From other inquiries, Jay also learned of a number of stamp and school savings plans
in
included
Jay
From
this
a
section
research,
operating principally among children.
his official annual Bank Commissioner's report, entitled 'Unauthorized Banking',
setting out his findings and especially focusing on the Globe Savings and Loans
Association. Set up in 1892 amongst the employees of the Boston Globe, this highly
successful association had freed all its members from 'note shavers' and 'Joanshark-s',

handling
task
the
of
wageassignmentsfrom the proprietor.
aswell asremoving
WhenJaydiscoveredits existencein 1909,the associationhad loanedits members
from
dollar
$25.
$45,000,
in
Out of 600
to
a
ranging
over
usually amounts
employees,444 weremembers,andthey had depositsof $53,319in the association.

Jayconcludedin his reportthat the existenceand successof the BostonGlobeSavings
and Loans, showed that American workers had real need of loans and accessto

favourablesavingarrangements
that was simply not being suppliedby the existing
bankinginstitutions. And, more importantly,the exampleat the BostonGlobe
revealedthat a systemof credit union could be successfuland safeguardits members
from sliding into the clutchesof usury. The Massachusetts
BankingCommitteewere
bill.
his
draft
For
Jay
that
a
part, Filenewrote to his
and
convinced, recommended
senatorendorsingJay's efforts andhis proposedbill. And, after a smoothpassage
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through the mechanics of the legislative process,the MassachusettsCredit Union Act
became law on April 15 1909.

4. The Values of Early North American Credit Unions

Despitethe enablinglegislation,however,the formationof new credit unionsmoved
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Law was to remainthe
formationanddevelopmentlaid out in the Massachusetts
blueprintof all future credit union formationin the U.S.

Credit unionswould be definedin law as 'a cooperativeassociationformed for the
purpose of promoting thrift among its members' (Moody & Fite, 1984:34). Once
incorporated, a credit union could receive the savings of members in the form of
bylaws
loans.
The
deposits,
of each society would
and
make
shares
or
purchased
fee
to
and buy one five-dollar share of
usually require members pay a small entrance
stock to be paid for in installments. Credit unions would be governed democratically
with each member entitled to only one vote regardless of the number of sharesowned.
The members would elect a board of directors, which in turn would choose a
president and other officers. Members would also elect a credit committee and a
loans
The
committee
approve
committee.
credit
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all
which must be
supervisory
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for 'useful' and 'beneficial' purposes. Neither the directors nor the members of the
committees would receive compensation for their duties.

In 1910only two credit unionswereformedin Massachusetts,
andboth thesewere as
of Desjardins'efforts. In the following year,some17more
a direct consequences
credit unionswere formed,manyof theseassistedby the BostonChamberof
Commerce.Nine more wereopenedin 1912. However,therewere somevery
importantissuesanddevelopmentsplayedout amongthe 34 recordedMassachusetts
credit unionsbetween1909-1913.The first of theseinvolvesthe formationof the
first 'live andwork' credit unions- the modelthat hascometo dominatethe US
credit union movement. Moody & Fite seethe nucleus of this idea growing out of
discussions concerning strategiesfor further credit union growth held between
Desjardins, Filene and John Plaisted, chairman of the Boston Chamber of Commerce.
Plaisted explained to Filene and Desjardins that he knew of 100 Italians keen to set up
a credit union - some of whom were ready to take on the posts of organizers and
administrators becauseof their experience of the bancapopulare and casserurale in
their native Italy. This convinced Plaisted that it was within communities and
neighbourhoods where credit unions would find fertile ground. For his part,
Desjardins had been directly involved in the formation of a credit union in Boston
which had adopted a much wider charter, enabling it to sign up members from both
city residents and those working in the greater Boston area. The Industrial Credit
Union, sponsoredby the Women's Educational and Industrial Union of Boston, was
the first US credit union that actively sought to attract a heterogeneouscosmopolitan
membership. Nevertheless, it would only be women and men of known 'honesty' and
'industry' that would be considered for membership. Indeed, a common thread
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throughall the credit union activitieswithin the statewas the belief that personal
knowledge of the character of the members was essential.

This strict adherenceto the notion of a sharedcommonbondexistingamongthe
credit unionsthat sprangup in the cradleof the US movement,is presentedby Moody
& Fite (1984)asreflectingthe particularconcernsandthe issuesfacedby theseearly
in
factor
issue
The
the
cooperativepioneers.
of usurywas undoubtedlya major
adoptionof the ideaby the variousgroups. Indeed,certaincredit unionswould
explicitly referto this in their constitution. Oneconsideredits chief aim to be to 'get
memberson a cashbasisby payingup all indebtedness'.Others,oncesurethat their
efforts hadenabledmanyof their membersto wrenchthemselvesfree from the
'noteshavers'and 'loansharks',beganto makeloansfor the buying of tools or to help
a memberbegin a business.Whetherloansor savings,eachcredit union held to the
generalview that their associationsexistedfor the welfareof the members- crucially,
helpingthem stayout of the clutchesof 'loansharks'and,moreover,'all other lending
corporationsorganizedfor their own selfishprofit' (1984:39).

Indeed, in all the 'high hopes and false starts' that Moody & Fite depict as
characterizing the fledgling movement in the decade from 1910 (pp. 33-54), the
emphasis is one of 'practical' answers to the burden of usury among existing and
potential members. Filene himself is quoted as stating that a crucial role for credit
unionism would be its ability to 'educate people in the ways of economy' (p. 37).
Adherence to a common bond based on personal knowledge of the activities and

directly. Rather,it is the founding
reputationof a potentialmemberis not addressed
fathers' attempts to foster 'a spirit of cooperation' within and between credit unions
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that is highlighted. Their obvious doggednessand seemingly tireless enthusiasm for
the credit union idea is rightly revealed, and the considerable organizational and
political skill that Filene, DesJardinsand others displayed is unquestionable. As a
history written from the perspective of the subject of that very history, Moody &
Fite's account champions Filene and others as 'missionaries', struggling to spread
their idea among American workers - many of whom were suspicious of new
financial ventures - and seeking to convince county and state authorities of the
efficacy of the credit union system. A cooperative system which, in the words of one
Boston commentator they cite, should be 'everybody's business' (1984:46). Moody
& Fite take pains to stressthat the early leaders of the movement were conservative,
'businesslike' (1984:55). Speaking to the Boston Post in 1914, Filene spoke of why,
as an employer, he so valued the workplace credit union:

It is for the employer'sinterestaswell asthe employee's,because.
insteadof having
his workmenharassedby loanagents,he getsworkmen,who, if they haveto borrow
in someemergency,borrow amongthe menwith whom they areworking andwho
will help themget on their feet andkeepsteady(1984:55).

And, speaking to the Louisville, Kentucky, Board of Trade in 1922:

Emergenciesrequiresavingsor elseclassdissatisfactionfollows. Groupsof savers
operateas schoolsto teachpersonswho havelittle that there is nothing essentially
wrong in the possessionof property(1984:62).

In general,the US credit union movement'sofficial history presentsits genesiswithin
a frameworkof valuessuchas 'practical cooperation'and 'thrift'. At no stagedo
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Moody & Fite present a distinct ideology as lying behind the movement's beginnings.
Rather, the emphasis is always one of 'pragmatism'; of 'rational' answersto practical
problems. Indeed, this self-image was revealed to the author in a face-to-face
interview with the American head of the Association of British Credit Unions
(interview, 20 August 1999). In the context of a discussion concerning recent
problems in the attempts to set up credit unions in England, Mr Swoboda expressed
bafflement at why so many British credit union volunteers and organizers seemedto
hold such strong beliefs in the importance of the common bond aspect of credit
unionism. As is laid out in greater detail in the following chapter, Mr Swoboda told
the author that the 'common bond' had always been a purely practical tool in
successful US credit union development and activities.

However,a far morecomplexbut revealingpictureemergeswhen onebeginsto direct
one's analysisto looking behindthe outwardfagadepresentedthroughthe US
movement'sself-publishedhistory andthe views of organizerssuchasABCUL's
director,whosepersonalinvolvementin credit unionismbeganasa law
in the US movement'sresearchandtraining instituteaffiliated to the
undergraduate
Universityof Wisconsin. Whilst to the early pioneersandthe subsequentgenerations
of volunteersandmembers,Americancredit unionismmay be self-evidentasan
informal andpracticalexampleof economiccooperationproviding mutualbenefitsto
the membersandtheir local community,what canbe discovered,for example,when
oneseeksto locateAmericancredit unionismwithin a frameworkof our knowledge
concerningAmericanvaluesandtheir connectionwith the notion of an American
character?
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5. The Formation of Credit Unions in New York City 1914-1934

Lipset's (1964) erudite historical and comparative study into the 'first new nation',
informed
account of the processesof egalitarianism as an
a
particularly
provides
Old
World,
the
the
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of
of
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hard
individual
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and
work
success
continuing
emphasis
upon
alongside
long been a part of the Protestant ethic (1964:61-98). Yet, despite the increasing
in
the American
that
of
social
analysis
which
a
modification
amount
maintained
values of equality and achievement had occurred as a direct result of the increasing
industrialization, urbanization, and bureaucratization of American society undergoing apparent important shifts during both the 1930s and 1950s- Lipset's
reading of the historical record leads him to conclude that more continuity than
change resides in the main elements of the national value system (1964: 101-139):

Basicalterationsof socialcharacteror valuesarerarely producedby changein the
meansof production,distribution,andexchangealone. Rather,asa societybecomes
makeadjustmentsto new conditions
morecomplex,its institutionalarrangements
within the frameworkof a dominantvalue system. In turn, the new institutional
patternsmay affectthe socializationprocesswhich, from infancy upward,instills
fundamentalcharactertraits. Throughsucha process,changesin the dominantvalue
systemdevelopslowly - or not at all. Thereare constantefforts to fit the 'new'
technologicalworld into the socialpatternsof the old, familiar world (1964:103).

Oneparticularaspectof this processthat Lipset points to is the very emphasisthat the
Americannationalcharacterplaceson equality of opportunity(andwith it, the
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Americans in all social positions extremely sensitive to the opinions of others individuals
behaviour
the
about
and characteristics
among
anxiety
causing potential
indicative of rank (1964: 114-117). Especially drawing on Max Weber, John Brooks
and the German historian, Francis Grund, Lipset reveals the long-term development
keeping
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not
a
eccentric,
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and
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This habit of conformingto eachother'sopinions,andthe penaltysetuponevery
transgressionof that kind, aresufficient to preventa man from wearinga coatcut in a
different fashion,or a shirt collar no longerti la mode,or, in fact, to do, Say,or appear
anythingwhich could renderhim unpopularamonga certainset. In no otherplace,I
believe,is theresucha stresslaid upon 'saving appearances'(Lipset, 1964:116).

In a recent study, Barron (1998) explains the dominant societal attitudes surrounding
the borrowing of money during the period under study. Very different from the
consumerism of the late-twentieth century, at this time it was widely assumedthat an
individual would only borrow money to pay for a necessity of life. Both formal and
illegal loans were made for a fixed term at a fixed rate of interest, and all principal
and interest due had to be repaid on the day that the loan expired. Both political and
scholarly opinion reflected these attitudes, and indeed many were opposed to any
form of consumer lending. While more contemporary economic thought considers it
perfectly 'rational' to prefer a lower income in the future in return for an increased
income today, this was considered distinctly 'irrational' in the period under study.
Rather, it was expected that people should save from current income in order to
in
the future. As an illustration, Barron cites Professor
or
services
goods
purchase
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T.N. Carver, widely regarded at that time as an authority on the economic theory of
for
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Bulletin:
he
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Farmer's
from
the
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an article
credit,

It is undoubtedlya badpracticefor mento borrow moneywith which to buy articles
for consumption,exceptin the mostextremecases If they hadbeenableto
...
accumulate[savings]before,they would not haveneededmoney. The fact that they
hadnot beenableto accumulateanythingbeforewould be pretty conclusiveproof
that they would not be ableto accumulateenoughto pay the debt (Carver,cited in
Barron, 1998:212) [addition in original]

This dominant standard of personal economic behaviour was reflected even amongst
many firms whose development into mass-production had seenthem adopt
installment credit as a meansof encouraging increasedconsumption of their products
in the marketplace. Notably among these was the Ford Motor Company, who, in an
advertisement for their cars in 1926, statedthat:

Despiteconfusion,in the mindsof many,of extravagancewith progress,a vast
majority [of the Americanpeople]cling to the old-fashionedideaof living within
their incomes. From thesecameandare comingthe millions of Ford owners(Barron
1998:216) [addition in original].

For the municipalemployeesof New York, the strict tabooassociatedwith the
borrowingof money,coupledwith the tangiblefearthat peoplefelt of their colleagues
the strict valueplacedupon living
andneighboursdiscoveringthat they transgressed
income,
in
to
the city.
acute
contributed
a
particularly
problem
of
usury
one's
within
Indeed,the AssistantDistrict Attorney, Franklin Brooks,told the New York Times(3
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October 1912) that New York municipal employees alone were handing over an
estimated $20 million per year to the 150 known 'loansharks' operating in the city.
Despite often being faced with either borrowing from the 'loansharks' or going
without medical treatment, the vast majority of employees made no complaint against
rates of interest that could be as high as 700 per cent. Indeed, such was the strength of
the taboo, that many would take pains to ensurethat no one discovered that they had
borrowed money at all. As the Russell SageFoundation reported in 1935, it was
common practice among employers at this time to dismiss any employee who was
found to have borrowed money from a 'loanshark', on the grounds that such a person
could not be a responsible worker (1998:213; 215).

From searchesof the New York Timesindex,Barron discoversmajor upsurgesin antiloan sharkinitiatives in New York between1913and 1928- most notablyamong
these,the encouragement
of the organizingof Morris Plan Banksand credit unionsin
the city. Morris Plan Bankswerethe creationof Arthur J. Morris, a Virginia lawyer,
who hadspenttime studyingpeople'sbanksin Europe. Fifty-six cities of the South
andEastUS had Morris Banksoperatingin 1915,and betweenthem had loanedover
$23 million. Their successwas dueto the fact that they offered small loansat lower
ratesthan many could hopeto find elsewhere,but they were actuallyprivate banking
operationsthat soughtto extendthe supplyof consumercredit. Nevertheless,the
Morris PlanBanksachieveda tangibledegreeof successin New York and,as Barron
discovered,they receivedmore positiveendorsements
of their anti-'Ioanshark'
principlesin the pagesof the New York Times,than did the credit unions. This,
Barronbelieves,probablystemmedfrom the fact of the Morris Banks' greater
in
visibility, that eachexamplewas initially setup with fundsfrom a groupof
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investors who would receive interest on their investments once the Bank was up and
investments,
Morris Banks could often acquire shop-front
With
these
early
running.
premises and pay for advertising. Not surprisingly therefore the largest New York
Morris Bank was considerably bigger in size than the largest credit union then
operating.

Justasthe recently-formed,Filene-financedCredit Union National ExtensionBureau
(CUNEB) could claim in its promotionalmagazine,TheBridge, sothe Morris Banks
could claim that borrowing from themheld no shame,sincethey operated,not asa
charity,but on soundbusinessprinciples. Indeed,being acceptedasa borrowerwas
actualevidenceof a person'sgoodcharacter,sincethey hadbeenassessed
asbeing
likely to repaythe debt. And, like the credit unions,the Morris Banksstressedthe
requirementsof a loan centredon 'character,industry,and frugality'. However,there
was nojoint campaignconductedby the two credit associations.Indeed,Desjardins
is arguedto echothe view of all the leadingcredit union activists,whenhe dismissed
the Morris PlanBanksas 'nothing but a hugemoney-makingconcerndevisedto
insureto the promotersa goodbusinessproposition,at the expenseof the public'
(cited in Moody andFite 1984:47). To the credit union movement,asa private
bankingoperationsupplyingcredit for non-essentialpurposes,the Morris Bankswere
purely a commercialenterprisqsailing underfalsecolours.

Furthermore, CUNEB could also present the credit union idea to the many people
who considered that any recourse to a 'loanshark' spoke ill of the borrower especially so if the loan was taken for any other reason than utter neccesity (Barron
finds severalNew York Times editorials in this vein). After all, credit union

146

for
loans
be
'provident'
that
the
notion
should
only
awarded
constitutions enshrined
facilitating
fellow
judged
by
Moreover,
their
members.
with
stress
on
purposes- as
Thus,
thrift
the
among
actively
encouraged
members.
credit
unions
regular saving,
American worker could join a credit union without any fear of loss of self-respect. He
would be borrowing from his colleagues, friends or neighbours and this mutual
cooperation could enable people to join without fearing a loss of 'appearances'. The
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union, decisions on the awarding of loans were taken by the members themselves,
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account. Thus, the
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granting of a loan was evidence of the borrower's good character, whilst any default
would be obvious to other members. Regular saving encouraged thrift and advocates
could also point to the educative potential of credit unions as a practical and beneficial
-systemfor teaching the American worker the values of prudent finance. Whilst at the
illegal
freeing
from
burden
debts and enabling them to use
time
them
the
of
same
loans as a productive way of increasing their prosperity. In short, the credit union
idea was shown as being a cooperative credit system that people could join without
fear of loss of reputation or stigma, could educatethem in prudent finances, and
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In the decadefrom its inceptionin 1915,the City of New York credit union, madeup
of manyof the municipal employeeswho hadbeenso weigheddown by illegal debt,
$
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(Bergengren, 1927). A similar project was also initiated among 1200 Boston City
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1,738 members with assetsnearing $150,000 (1927: 730). By 1927, partly through
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(1927:733). Thesecredit unionsrangedfrom bigger,urbanexampleslendingat low
ratesandyet ableto pay their membersdividendsfrom collective interest,to smaller
ignoring
lower
dividendsin favour of the
loans
rates,
at even
rural examplesmaking
Raiffeisen-inspiredsystemof building up a reserve(referredto in Chapter2). And, at
this stageof its development,the US credit union movementcontinuallyemphasized
the fact that its ideaspokedirectly to the valuesof Americanworking people,and,
belief
irresponsible
that
to
the
selling
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was
not
only
widely-held
moreover
but also 'irrational'. As Roy Bergengren,Filene's ExecutiveSecretaryat CUNEB,
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1927:
boast
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Referencehasbeenmadeon manyoccasionsto the fact that the practiceof selling on
credit is a menaceboth to the free disposalof wagesandto the independence
and
dignity of the wageeamer The aim of soundcredit, in so far as it may be
...
consideredindispensable,shouldbe, not to tempt the consumerto makeunnecessary
purchasesby offering facilities, but to makepossiblesomenecessarypurchasewith a
view to which he hasalreadymadeendeavoursto save. Moreover,credit will be
characterizedby sincerityif it is organized,not by the sellersor on their behalf,but
by the purchasers- for their own purposesandundertheir control [The credit
...
union system]hasbeendescribedasthe installmentplan in reverse- savingby
installmentsto makecashbuying possible(1927:709).
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6. Observations

What is striking aboutthe early US credit union movementis its apparentability to
hold within its working principlesboth a meanswherebyto provide indispensable
credit to thoseon lower incomes- andan educativefunction in termsof the
prevailingeconomicorthodoxy.While at the sametime allowing membersto enjoy
the benefitsof low rate loanswithout sufferingthe stigmaand lossof facecommonly
associatedwith the recognitionby one's neighboursand friendsthat onewas unable
to live within one's means.

Furthermore,we can seehow theseearly credit unionsreflectedthe interplayand
tensionbetweenimportantaspectsof wider US gemeinschaftlich,geselIschafilichand
bundlichsocialrelations. On the onehand,Barronpointsto the strict standardsof
behaviourandtaboossurroundingthe borrowingof moneyanddebt,whilst Lipset's
researchrevealsthat the Americanemphasison equalitarianismasa dominantvalue
fosteredanddeterminedthreeclosely relatedprocesses:competition,status
uncertainty,andconformity. And asthis equalitarianismfosteredcompetitionfor
status,so the two valuesof equalityandachievementresultedin an amorphoussocial
structurein which individualswere continuallyuncertainabouttheir socialposition.
Moreover,
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[s]tatus-strivingandthe resultantconformismhavenot beenlimited solely,or even
primarily, to the morewell-to-do classesin Americansociety ... Smutsnotesthat
visitors at the turn of this centurywerestruckby 'what they regardedasthe spendthrift patternof the Americanworker's life'; Paul Bourget,a Frenchobserver,
interpretedthis behaviourasreflecting 'the profoundfeeling of equality [in America
which] urgesthemto makea show.' As Wemer Sombart,the Germansociologistand
economist,put it, 'since all are seekingsuccess... everyoneis forcedinto a struggle
begins that differs from all other
to beatevery other individual; and a steeple-chase
...
racesin that the goal is not fixed but constantlymovesevenfurther away from the
runners.' And in an equalitariandemocracy'the universalstriving for success
[becomesa major causeof]
for, as Mansterberg[a
the
worker's
extravagance,
...
Germanpsychologist]pointedout, the ability to spendwasthe only public sign of
successat earning' (Lipset, 1963:113-114)[additionsin original]

In the electiveassociationof a credit union,a membercould reconcileboth the
individualismand conformismthat so manyanalystsof Americansocietyhave
pointedto asthe conflicting yet co-existingtendenciesborn of the samestructural
processes.On the onehand,a membercould borrow moneyin orderto rid
themselvesof crippling debt,or to contributeto their ability to spendandthusto their
senseof individual achievement,yet on the otherhandcould do sowithout increasing
their sensitivityto thejudgementof others. Their individual statusconfirmed,or even
increased,througha successfulapplicationfor membership,any subsequentloan also
carriedthe positiveendorsementof their fellow membersin respectof their frugality
andthe 'provident' natureof the loan.
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(Bergengren,
'No
'identity
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group
with
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oneoutsidethe group', stressedBergengren,'has anythingat all to do with [the credit
union] directly or indirectly' (ibid.) [my addition]. As a keenadvocateof coindustrial
idea
the
to
urban
credit
union
among
operativeprinciplesand eager spread
workers,Bergengrencould tell the readershipof International Labour Reviewthat,

[t]o understandthe credit union it is only necessaryto readthe fable of the bundleof
sticks. Becausecredit unionsaremanagedby workersthey approachthe workers'
credit problemwith understanding.Tlie credit union, for example,developsfor the
membernegotiableassets,therebysimplifying his credit problemby creatingsecurity
...

Assume,however,that a prospectiveborrower is a memberof the group from

which the credit union is recruited,but not a memberof the credit union. He will not
be rejectedimmediatelybecausehe is not a member If the Directorsare satisfied
...
with his character,he will be admittedto membershipand may then apply for credit.
His casewill be consideredby the Credit Committeein the samefashionas if his
holdingswerematerial. On the otherhand,the fact that his holdingsarenot material
hasa bearingon the termson which credit will be extendedto him butifthereis
...
any way in which the applicantcanbe assisted,consistentwith the safeinvestmentof
the fundsof the credit union, suchcredit assistancewill be affordedhim. In
innumerableinstancescredit unionsextendcredit to memberswho havejust joined
andarewithout any holdingsof importancein the credit union (1927:734-735).

Yet, in anothersectionof his article andkeento showthe successof the US credit
unionsin general,Bergengrenimplicitly revealsthe more generalbundlich aspectsof
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American credit unionism at this time when referring to successful eNamplessuch as
the 'community' credit union in Central Falls, Rhode Island; the Catholic parish credit
in
'Scandanavians'
[sic]
Massachusetts;
in
New
Hampshire;
of
a
credit
union
union
and the employee credit union at the New England Telephone and Telegraph
Company (1927:733). And with an echo of the Raiffeisen system,

[t1hedevelopmentin North Carolina,particularly retardedby the war andthe postwar deflation,hasbeenprimarily rural andconcernedwith small farmerswho have
beenhelpedmaterially by the credit unionsof that State,particularlyby the
promotionof co-operativebuying of farm suppliesand machinery(1927:732).

Indeed, from the examples mentioned above, we can seethe spread of credit unions
among both urban and rural populations, city employees and the self-employed of
small towns, among parish members and other faiths, immigrant groups, and
community dwellers. And despite the heterogeneity of the overall membership base,
just as with the Raiffeisen system, the common bond aspect was of crucial
significance to the early US credit union movement.

7. The Developing US Credit Union Movement of the 1930s

Moreover,despitesomefailuresandanunderstandable
weakening
of thecapital
structureof many credit unionsduring the GreatDepressionof the thirties, the
movement continued to grow. This was partly due to the poor record of other
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financial institutions and the lossesthey inflicted on millions of people. Bergengren
kept figures on bank failures and recorded nearly 4000 banks suspendingoperations
in 1931 and 1932 (Moody & Fite, 1984: 102). It came as some surprise to him,
therefore, when upon receiving figures on credit union formation he discovered that in
December of 1931 while 512 banks had closed across the US, 32 new credit unions
had been set up. Indeed, in a study conducted for the US Bureau of Labor Statistics,
the development of credit unions was shown as steadily increasing as the Depression
continued. In 1927,26 credit unions were established; in 1928,112; in 1929,88; in
1930,96; in 1931,102; in 1932,184; and in 1933; 289 (International Labour Review,
1935:239). The Great Depression can certainly be argued to have helped the credit
union movement by stimulating the cooperative ideal in the US. As the depression
deepenedwith its industrial stagnation, bank failures, and widespread unemployment,
the competitive system generally came under attack.

The economiccrashat the endof the 1920sdrasticallyalteredthe tone of American
thoughtby makingthe formulationsof the decadeappearflippant and evenheartless.
Early in the 1930s,Carl Becker,discussingwith a studentthe difficulty of gettinga
job during the depression,askedhim 'with ironic intent' what he thoughtof liberty as
a concept. The studentreplied,with an irony more harshthan that of Becker:'I've
neverbeenthrough it; I don't drive a car.' Economicnecessitywasuppermost;at
leastlet answersbe found to someof its urgentpressures.So,not surprisingly,there
wasa returnto the considerationof socialquestions(Cunliffe, in Welland, 1974:
497).

And as Lipset says:
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The depressionof the 1930sinclined intellectualstoward an equalitarianradicalism,
which condemnedcapitalismand achievementorientationasthe sourcesof evils.
[Even conservativeswere] led to emphasizethe growth of inequalityandthe
restrictionof opportunity(Lipset, 1964:125).

CUNEB was quick to capitalize on this shift in attitudes and Bergengren especially
he
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and
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end,
activities
sought widen
formation of State and regional 'leagues' of credit unions, which were aimed at being
financially self-sustaining and able to carry on a full range of organizational,
legislative and auxiliary services. These wider associations remained mostly 'paper
leagues' until the post-Second World War period, but they were the basis for the
implementation of a true national association of credit unions. Indeed, it was during
the Great Depression when the fledgling movement began to develop a senseof
identity as a movement. Bergengren was again instrumental in this by encouraging
Filene to visit a number of cities acrossthe Midwest, partly as a means of encouraging
the existing credit unions through the hard times, but also to promote the idea to
potential audiences. During January 1933, Filene gave thirty-three speechesacross
the Midwest, addressing credit unions, businessorganizations, student and faculty
gatherings, labour, church and farming groups - as well as giving several radio
broadcasts. Filene's talks were particularly successful in respect of the credit unions
he visited, and it is from this initiative that he became more widely regarded as the
'father' of the US credit union movement.

As well as being a good opportunity to spread knowledge of the idea, Filene's tour
can be seenas the beginning of the US movement proper, and through the media
coverage and by word of mouth, the growing movement was able to recognize itself
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further development in US credit unionism had its roots in this period. Namely,
through his concern for many different aspectsof social welfare and, importantly, his
belief that the entire capitalist system was under threat, Filene began encouraging
credit union members to borrow in order to buy consumer goods (Moody & Fite,
1984: 93-110). Writing in 1930, he stated:

Consumptionmustbe financedif thereis to be generalprosperity(1984:102).

Throughout the Thirties, Filene continued to advocate that credit unions should
loans
long-term
than
credit on
consumer
rather
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such things as real estatemortgages. Indeed, he viewed credit unions as one of the
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stimulating consumer buying power (Moody & Fite, 1984: 110). Yet, others in the
movement - Bergengren chief among them - were convinced that the passing of a
Federal Credit Union Act was the prime goal for the future of US credit unions. So,
New
Filene
the
the
to
relationship
of
credit
gave
speeches
emphasizing
unions
while
Deal and to economic recovery, Bergengren lobbied for the Act. And with Senator
Morris Sheppardof Texas as his main ally, Bergengren succeededin having his draft
Bill put before the Washington Senate. It was passedunanimously by both the Senate
became
law
in
Credit
Union
Act
June 1934 (1984: 115Federal
Congress,
the
and
and
122).

With the way clear for credit unionsto be now organizedacrossthe States,the
confidentUS movementestablishedthe Credit Union National Association(CUNA)
in 1935,andwith it the CUNA Mutual InsuranceSociety. In the beginning,CUNA
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Mutual was responsible for borrowers' protection insurance and as early as the end of
1936, had 437 credit unions from thirty statesas members - making 23,000 credit
$2
loans
insured
total
coverage
of
over
million (1984: 162).
with a
union

During CUNA's first 3 years, the number of US credit unions rose from 2,450 to
6,219 (1984: 171). And,

[b]y 1939CUNA operatedon a budgetof about$85,000a year and,with the
assistance
of somestatecredit union leagues,carriedon a fairly effective
organizationalcampaign.During the five yearsfrom the endof 1936to the closeof
1941,the numberof activecredit unionsnearly doubled,increasingfrom 5,242to
9,891. Membershiprosefrom 1,170,000to 3,304,000in the sameperiod. Total
assetsnearly quadrupled,growing from $82,817,000to $322,000,000.Loansalso
climbedrapidly, rising from $148,773,000in 1939to $219,856,000in 1941
(1984:194).

An interesting aside to the story of this growth comes in the form of a text written by
a professor of business studies in 1939 (Snider, 1939), in which he details the credit
unions operating in their 'pioneer state' (1939:5) - Massachusetts. Of the 419 credit
unions registered in the state in 1937, there were 235 'occupational' examples, 103
4community' types, and 48 'ethnic' credit unions. The remaining 33 credit unions
were registered as 'associational', and included those organized among trade
unionists, war veterans, members of social services, and 'fraternal' bodies (1939:53).
Snider statesthat it was not always easy to 'separate' community and ethnic credit
unions into distinct categories,as many designated 'community' credit unions often
had the majority of their memberships derived from a particular ethnic group. For
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example, many of the community credit unions were predominantly Jewish, and the

largestnumberof 'ethnic' credit unionsdrew their commonbondaroundthe Jewish
faith. Yet, other 'ethnic' credit unionsincludedFrench,Italian andPolishexamples.

An interesting course of events that Snider only refers to but does not systematically

investigate,concernsthe rateof credit union failures- both generallyandasa result
of the Depression. As he explains,

The occupational unions have grown rapidly, even from 1929 to 1933, while the
community unions have dwindled. In 1926 there were 122 community unions and 36
occupational unions. Both types were larger in 1929, but from 1929 to 1933 the
community unions decreased,while the occupational unions increased. From 1933 to
1937 the number of community unions fell further to 103, while those of the
occupational type increasedvery sharply to 235.

The ethniccredit unionsalsosuffereda net declinefrom 1929to 1937. Moreover,in
total assets,althoughnot in numberof unions,they weresmallerin 1937than 1926
...

Almost as many ethnicunionshavebeenliquidatedas are now active. The Jewish

unionshavepredominatedthe liquidations. The mortality amongthe communityand
associationalgroupshasalsobeenhigh (1939:56-57).
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8. The Post-World War 11Period

It was in the immediatepost-SecondWorld War periodthat US credit unionsbeganto
proliferatesignificantly acrossthe country. CUNA continuedto encourageand
supportcredit union formationthroughthe stateleaguesand in the decadefrom 1945
the numberof credit unionsalmostdoubled,with membershipnumbersrising to over
8 million (Moody & Fite, 1984:220). By 1955credit unionswereproviding nearly6
in
installment
the US, with CUNA Mutual - now alsooffering
the
credit
per centof
individual life insurancefor credit union members- having over $2 billion in loan
coverage(1984:227).

As the movement expanded, many individual credit unions began to grow to a size
whereby their operations becametoo complicated to rely on anything but trained
personnel. And as a professional managerial group emerged within the credit union
movement, so the original principle of volunteerism disappeared. Yet, by 1952
CUNA had begun to concentratesome of its activities towards the expansion of the
credit union idea across the world, and by 1956 had assisted in the development of
credit unions in India, New Zealand, the Philippines, Nigeria and Guatemala. CUNA
also invited representativesand trainees to its new research facility in Madison,
Wisconsin and began a programme of training and support for credit union formation
around the world that continues through its World Council of Credit Unions
(WOCCU) to this day. For their part however, by 1956, individual US credit unions
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increasingly for ordinary consumer purchasesby the wage-earning and professional
employees who now made up the majority of credit union memberships.

Credit unionsstill servedtheir original 'provident' purposes,but the meaningof
'productive' had changed(Moody & Fite, 1984:242).

A further fifteen yearsof continuedgrowth meantthat by the endof the 1960s,there
were23,761US credit unionsaffiliated to CUNA servingover 21 million members.
However,credit unionswere finding it difficult to competewith the higher interest
financial
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by
banks
being
and
other
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moneyordersandtraveller's chequesfor saleto members.It also initiated an
investmentprogramme,wherecredit unionswith surplusfundscould investthem by
meansof a trust arrangementin US governmentsecurities.Then,during the early
yearsof the 1970s,many other serviceswere introduced,including: variableinterest
dividend
limitations
the
on
rates,andcredit cards. However,
rates, removalof
institutions
financial
increased
in
intensity
from
throughoutthe
competition
other
1970s,as spiralinginflation andrising interestratesresultedin consumersseekingthe
bestpossiblereturnon their savingsandthe lowest interestrateson loans(1984:250266).
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Despite this, the US movement was still able to adapt itself to the changing financial
environment. Already by 1970, CUNA Mutual had become the fourteenth largest life
insurance company in the nation in terms of coverage, with a total of $15.6 billion of
insurance. And the society was also providing its loan protection and life savings
insuranceto credit unions in fourteen countries outside North America. For their part,
CUNA continued to consolidate their activities and as part of its development strategy
launched a major advertising campaign to increasethe profile of US credit unions
generally and to encourage further membership. This strategy continued throughout
the decade,and included major television advertising campaigns carried on network
broadcastsof professional football, the baseball World Series, and the 1976 Winter
Olympics (1984:292).

However,ascertaingroupswithin the movementcontinuedtheir efforts to establish
credit unionsas full serviceorganizations,othersbeganto voice concernsaboutthe
apparentshift in direction andphilosophy. The pushfrom CUNA for greatly
expandedcommonbondsandthe 'mad urgeto merge', asone activist put it, was seen
by someasa threatto the smaller,communitycredit unionswho it was fearedwould
be 'pushedaside' in the racefor growth. Yet, despitetheseconcerns,no sustained
efforts were madeto createa CUNA-aff iliated organizationto representthesesmaller
credit unions. Therewere,however,several'splinter' groupsthat emergedwithin the
movementduring the 1970srepresentingdozensof specialinterestassociationsand,
most influentially, organizationsrepresentingthe professionalemployeesworking in
included:
These
the National Credit Union ManagementAssociation,
movement.
-the
the Credit Union ExecutivesSociety,andthe Associationof Credit Union League
Executives.Therealsoemergeda numberof other associationsrepresentingstateor
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from
de-affiliated
CUNA.
One
these
unions,
and
some
of
credit
regional groups of
example being the Midwest Association of Credit Unions which came to represent
100 credit unions in Illinois without formal connections with the CUNA-affiliated
state leaguethere.

Although internalfriction andcentrifugaltendencieswithin the movementarose
leader
CUNA
the
of US credit Unions,
neverthelessremained prominent
periodically,
in
in
its
1970.
to
strengthen
a
major
re-organization
order
position,
and
underwent
Whenthe Hunt Commissionsubmittedits reportto PresidentNixon in 1971on the
review of the structure,operation,andregulationof all US privatefinancial
institutions,manyof its key recommendations
echoedthe on-goingmodification
agendathat hadbeendrawnup by the CUNA boardof directors. The Hunt
Commissionrecommended
that all commercialbanks,savingsand loansassociations,
mutualsavingsbanks,and credit unionsshouldbe allowedto competeon an equal
basisin the samemarkets. For credit unions,this meantbeing

investin a full rangeof privateand governmentaldebt instrumentsand
to
allowed
...
they would be ableto offer membersa full array of securedand unsecuredconsumer
instalmentloans,aswell asresidentialand mortgageloans. Somewhatrestricted
checkingaccountswould becomelegal,and credit unionscould sell varioustypesof
checksand mortgageinsurance.The commonbond wasto be liberalized,although
the commissioncalledfor an endto the charteringof community-typecredit unions.
Eventhoughuniform tax treatmentfor all institutionswasproposed,credit unions
would be allowedto continuetheir 'specialtax status'as long asthey madeno move
to servethe generalpublic (1984:307).
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In 1974, the movement achieved another significant milestone with the formation of
the US Central Credit Union. This new institution, in the same vein as Raiffeisen's
credit union for credit unions, began to serve as the apex of a system of corporate
became
in
the movement's primary
and
quickly
each
state,
or
region,
credit unions
source of financial and payment services. Under the system, the surplus funds of
credit unions could be placed in state or regional corporates, and US Central provided
a depository and investment vehicle for all member credit unions. It also provided
loans to its members from its own funds or from funds raised within the money
market. In 1981, the US credit union movement launched its own automated teller
machine network and extended further services to members in the form of retirement
accounts, debit cards and discount car rental schemes(1984:296). And by 1982, US
credit unions were offering many of these services to the 46 million Americans who
were now members.

According to the CUNA annual report (www.cung.org), in 2001 there are 21,368 active
credit unions in the US with a combined membership of 79,751,873. The Filene
in
ResearchInstitute wxNNv.
1998
US credit unions
that
doit.
reports
ýviscinfo. wisc.edu/ccur)
held combined assetsof $393.3 billion. Since the mid- I 980s, the number of
individual credit unions has fallen while membership numbers have risen. Smaller
credit unions have largely given way to much bigger 'live and work' examples, where
members are drawn from city or borough-wide common bond areas. Nearly 90 per
cent of CUNA-affiliated credit unions have over $ 10 million in assets,and 97 per cent
of all members have credit union credit cards. As a whole, US credit unions account
for 8.6 per cent of customer savings; provide 22.8 per cent of the automobile loans
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market; and hold a 12.1 per cent share of all instalment credit. CUNA Mutual
has
$8.8
billion
in
(wnw.cunamutual.
now
assets.
com)

For its part, WOCCU (www.woccu.org) has supported credit union formation, or
established close links with existing credit unions, in Asia, Australia, Canada,the

Caribbean,the CzechRepublic,the DominicanRepublic,Ecuador,Fiji, GreatBritain,
Guatemala,Ireland,Malawi, Mexico, New Zealand,Nicaragua,Panama,Peru,
Poland, Romania, Russia, South Africa, and the Ukraine. They report 37,759 credit
unions operating worldwide, with a combined membership total of 100,826,082. In
the caseof Great Britain, WOCCU has direct links with the Association of British
Credit Unions (ABCUL), and all ABCUL-aff iliated credit unions are required to place
their insurance cover with CUNA Mutual. Indeed, the recent developments in the US
movement in general, and in particular its adopted strategy in relation to credit union
services and objectives, has been influential in the issues and problems currently
being faced by the fledgling English movement. And it is to this movement that we

now turn.
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Chapter 5

Trust, Refle-vivity and the Common Bond in Contemporary Credit

Unions

As the government sets out on the most ambitious programme ever to breathe new
by the Association of
life into disaster estates,an alarming report
commissioned
...
Credit Unions, the Co-op Bank and others, casts a cold eye on the fate of community
credit unions.

Millions of poundshavebeenspentto get credit unionsafloat over manyyears,yet
[i]n EnglandandWales,the averagesizeof eachcredit union is still fewer than
200 members,evenafter manyyears This report paintsa sadpictureof struggling,
...
ageingbandsof gallantlocal volunteers,over-workedand unableto grow the
far
businesses
in
too small a fraction of their needy
time,
their
reaching
spare
enough
local communities.

Guardian 8 February 1999

Introduction

The newspaperarticle from which the abovequotationis takenwas influencedby an
internal report recently published by the Association of British Credit Unions
(ABCUL, 1999) that highlighted the problems currently facing many British
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have
been
There
credit
unions.
a numberof communitycredit union
community
failures and liquidations over recent years and this has influenced ABCUL's strategy

in termsof seekingandworking towardssustainablecredit union formationsand
development. Yet, what ABCUL's report, and the newspaper article do not mention
is the quite bitter internal debatethat has been raging within the British movement for
some time. A debate not only influenced by recent failures but also by often polarized
perspectivesand fierce arguments concerning the future of the movement itself and
how best to proliferate the credit union idea in England specifically, and wider British
society. Moreover, opinions within the movement differ considerably in respect of
what type of credit union should be concentrated upon and should receive the lion's
shareof future internal or external support and funding. The focus of this debate has
centred on the common bond aspect.

In this respect, therefore, the approach taken in analyzing the significance of the

commonbond in British credit unionshastwo main strands.The first seeksto
providean overview of the British credit union movementat this stageof its
development,and in so doing identifiesimportantaspectsand characteristicsof the
movementas it currentlystands.The recenthistory of the movementis therefore
exploredand importantdevelopmentsarehighlighted. The secondstrand,and main
analyticalfocusof this chapter,seeksto examineandexplain particularcharacteristics
of the movementin Englandthat wererevealedduring the generalresearchprocess
andfrom the primary dataobtainedthrough interviewswith key informantsfrom
credit unionsin Yorkshireand Lancashire.Thesecharacteristicscan be summarized
as follows:
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(i) Despite some 36 years of existence, British credit unions have neither achieved the
level of growth (in terms of number and proportion of the population in active
by
in
those
the movement, or when compared
that
anticipated
was
either
membership)
in
with contemporary credit union movements other Western societies (most notably,
in Northern and Southern Ireland). Indeed, the growth of credit unions in England
in
judged
have
has
been
by
both
Wales
to
stagnated
commentators
and
activists
and
legislation
despite
as well as active encouragement,support and
enabling
years
recent
funding from both local and central government. Further, no particular model of
British credit unionism has so far emerged that can be identified as being the

dominantform of this electiveassociationin British society. That is, onewhich
encapsulatesall the main characteristics of British credit unionism and provides the

templatefor proliferationof the idea.

(ii) As referredto above,the movementitself hasbeenembroiledin an often bitter
internaldebateover recentyearswhich hasled to a rift betweenthosevolunteersand
industrial,
identify
favour
larger
and
who
strongly
with
employeecredit
activists
model asbeingthe one most
unions,andthosewho seethe smaller,community-based
suitedto, andmost neededfor, the contemporarycircumstancesof British society.

(iii) Both the two main issuesmentionedabovethat characterizeBritish credit
unionismat this time (aswell asthe many strandsof argument,different perspectives,
andexperiencesthat inform them)havetendedto be focusedon the notion of the
6commonbond'. Whetherseeingit asno more than a practicaltool in establishing
integrity in a credit union during the early stagesof its development, or holding it to
be the main factor in establishing and maintaining the uniquenessof credit unions as
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an electivefinancial association,the commonbond issuehasbeena prominentfeature
in British credit union history. This is not to imply that other factors(including,lack
inadequate
financial
skills
among
volunteers,
administration
anti-povertystrategies
of
adoptedby somelocal authorities,andcertainrestrictiverulesandrequirementslaid
down by the movement'sregulatorybody) havenot playedtheir part in recentfailures
andproblems.Thesefactorsare consideredin the next chapter.But, asthis chapter
will show,thereis evidenceto indicatethat issuesof identity, mattersof personal
conductbasedon valuesandbelief, anddynamicsof establishedandoutsider
relations,haveall playedan importantrole in the successes
and failuresof this form
of electiveassociation.And in thesecases,theseaspectshavetendedto be playedout
aroundthe notion of the commonbond.

In shortthen,in commonwith the previouschapters,this chapterseeksto showthat
examinationinto the significanceof affectivebondsto this form of elective
association,whetherconsideredasa positiveor negativeinfluence,mustbe included
in any study in orderto fully appreciatethe natureof British credit unionsand
establishthe particularcharacteristicsthat differentiatethem from other forms of
elective association or financial co-operative.

In doing so,this chapterreflectson the work of Bauman(1998& 2001) and his ideas
concerningthe 'individualized society' andthe gradual,yet relentless,passagehe
identifiesfrom a societyguidedby the work ethic to oneruled by the ethic of
consumption.Primarydatais also consideredin light of Giddens'snotion of 'trust'
(1990; 1994)andthe shift he argueshasoccurredfrom 'passive' to 'active' trust in
reflexive modernity. Giddens'stheory is alsoconsideredin the light of Lash's
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he
in
it
(1994)
terms the 'reflexivity losers' of
of
what
respect
critique of
contemporary society. Moreover, the 'taste communities' or 'lifestyle enclaves' that
Lash describesare considered with reference to Schmalenbach(1977) and the general
insights revealed in Chapter 2.

2. The Structural Context

The broadstructuralcontextin which British credit unionshaveemerged,andthe two
distinct credit union ideologiesidentifiedby Ferguson& McKillopi (1997)that were
best
in
Chapter
1,
explainedwhen consideredin light of
perhaps
are
outlined
developmentsin modemBritish society. In both the casesof the Raiffeisencredit
union movementof late-nineteenthcenturyGermany,andthe early twentiethcentury
credit unionsof North America,theseelectivefinancial associations,the valuesand
traditionsthey embodiedandthe socialidentitiesof their members,were all played
out in societiesthat were, in the words of Bauman, primarily 'producersocieties'
(1998:24). That is, modemsocietyin its industrialphaseengagedits members
primarily asproducers;andthe way in which it groomedits memberswas 'dictated
by the needto play this role andthe norm that societyheld up to its memberswasthe
ability andthe willingnessto play it' (ibid.). Whereas,in this phaseof modemsociety
described
late-modem,
second-modem,
whether
as
or post-modern- society
primarily integratesits membersasconsumers.Among the significant changesthat
haveoccurredunderthis shift, Baumanconsidersnonequite so profoundasthe
' Ferguson & McKillop's text was the only analytical text on British credit unions that came to light
during the research process. The thesis has drawn upon their observations concerning the ideological
differences between many community credit unions and their industrial counterparts.
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integrated
into
in
the consumer society's social order and
are
people
which
manner
given a place in it. With the decline of mass industrial employment and universal
in
institutions'
'panoptical
duty,
training
that
these
were
effective
and
other
military
longer
desired
behaviour,
in
or
are
no
relevantmonotonous
people routine,
- social
mechanismsof 'normative regulation' or 'pattern maintenance'. Indeed, the very way
in which these institutions reachedthat effect, through what Bauman describesas the
limitation or elimination of choice, is no longer relevant, nor desirable, in a consumer
society where the role pre-requisites are fundamentally rooted in the absenceof
routine and in a constant state of choice.

With 'flexibility'

having dismantled many of the stable conditions that enabled people

to construct a permanent identity through the work they perform, 'aggregate
identities', like consumer goods, are to be appropriated and possessed. But under the
6consumerspirit', these identities often befall the same fate as the material goods
themselves- desired, consumed, and then replaced. Indeed, Bauman considers that
the very concept 'identity' may no longer be useful as it cannot reveal a crucial aspect
of the consumer society's most common life-experience. Namely, that concerns
about social placement are more and more often defined by the fear of an 'identity'
too rigid, too inflexible; one which restricts options, restricts choices, and thus

promisesa future not of potentialself-fulfillment but self-deprivation.Justasthe
religously/ethicallyinspiredvocationalandacquisitivepassionslay like a light cloak
on the shouldersof the protestantsaint,so too the temperamentand life attitudesof
the consumer.But in the consumersocietytheseacquiredhabitsare notjust worn
readyto be thrown asideat any moment,they are continually so - as it is the very
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Nothing
that
temporary
should
of
all
engagement
counts.
nature
volatility and
desire,
forever:
loyalty.
no
no
oath
of
command a commitment

The solepurposeof any norm is to usethe humanagencyof free choiceto limit or
altogethereliminatefreedomof choice;to elbow out or to cut off completelyall
killing
by
But
the
the
the
side
effect
of
norm.
one
promoted
except
one
possibilities
choice,andparticularly the choicemostabominablefrom the point of view of
normative,order-instilling regulation-a volatile, whimsical andeasilyrevokable
choice- would be equalto the killing of the consumerin the humanbeing;the most
horrifying disasterthat may befall the market-centredsociety

...

Normative

regulationis thus 'dysfunctional' and so undesirablefor the perpetuation,smooth
functioningandprosperityof a consumermarket,but it also appearsrepulsiveto its
clients(1998:29).

In the consumer society, consumption is held up as the measure of a successful life, of
happiness,and even of human decency. In short, where the work ethic once ruled,
now rules the ethic of consumption.

If the producersocietyis Platonianby heart,seekingunbreakablerules andthe
ultimatepatternsof things,the consumersocietyis Aristotelian- pragmatic,flexible,
abidingby the principle that oneworriesaboutcrossingthe bridge no earlier (but no
later either)than onecomesto it. The sole initiative left to a sensibleconsumeris to
be on that spotwhereopportunitiesare known to be thick on the ground,andbe there
at the time whenthey are known to be particularly dense. Suchinitiative can
only wisdomof a'phronesis' kind, a collectionof rules of thumb,not
accommodate
foolproof recipesand algorithmiccommands.Henceit requiresa lot of trust and
aboveall it needssafehavenswherethat trust canbe securelyanchored(1998: 32).
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Whilst Bauman considers that the search for trust under these conditions has made the

its
(1990)
Giddens
'counselling
that
trust,
with
contends
paradise',
consumersocietya
have
features
'risk',
cometo
of
modemity
which
arepolar, paradoxical
antithesis
lives.
In
pre-modemcultures,trust and
everyday
of
people's
all
aspects
permeate
6ontologicalsecurity' -that is, 'the confidencethat most humanbeingshavein the
in
identity
the constancyof the surroundingsocialand
their
self
and
continuity of
in
best
92)
(1990:
understood
when
examined
materialenvironmentsof action'
- are
the local circumstances
ofplace. Whencomparedwith the conditionsof modemity,
the level of time-spacedistanciationin pre-modernculturesis relatively low. Thus,
despitethe manyvariationsaccordingto the particularsocialorder in question,the
in
to
trust
that
tend
predominate pre-modernculturesare anchoredin the
contextsof
locaL Kinship relationsasan organizingmediumof trust relations;community,when
in
localized
termsof place;religiouscosmology;
organized
relations
understoodas
andtradition itself - noneof thesefour main loci of trust andontologicalsecuritythat
importance
have
in circumstances
a
comparable
characterizedpre-modemconditions
of modernity.

Giddensarguesthat the 'counterfactual',future-orientatedcharacterof modernitymanyaspectsof which havebecomeglobalizedwith a correspondinghigh level of
time-spacedistanciation- is largely structuredby trust in abstractsystems.The trust
he seesgiven by peoplein abstractsystems,andespeciallyin expertsystems,is rooted
in his moregeneralwork on reflexive modernitywhere 'trust' is a matterof
calculationof benefitsand risks in circumstanceswhereexpertknowledgeno longer
independently
of
security
an
a
sense
about
given universeof events,but
generates
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actually creates the universe of events - as result of the continual reflexive
implementation of that very knowledge. However, trust in technical -knowledge only
based
in
towards
on
abstract
systems,
attitude
a
pragmatic
exists conjunction with
'bargain
Giddens,
People
with
a
says
make,
or
reserve.
scepticism
attitudes of
in
in
90)
(1990:
trust
they
terms
the
symbolic tokens and expert
vest
of
modernity'
systems.

Thereis a strongpsychologicalneedto find othersto trust, but institutionally
organisedpersonalconnectionsarelacking, relativeto pre-modemsocial situations.
The point hereis not primarily that many socialcharacteristicswhich were previously
into
drawn
incorporated
become
life
'life-world'
the
off
and
everyday
or
part of
abstractsystems.Rather,the tissueandforrn of day-to-daylife becomereshapedin
by
Routines
changes.
abstract
social
which
are
structured
conjunctionwith wider
systemshavean empty,unmoralisedcharacter- this much is valid in the ideathat the
impersonalincreasinglyswampsthe personal.But this is not simply a diminishment
of personallife in favour of impersonallyorganisedsystems- it is a genuine
transformationof the natureof the personalitself. Personalrelationswhosemain
objectiveis sociability, informedby loyalty and authenticity,becomeasmuch a part
of the socialsituationsof modernityasthe encompassinginstitutionsof time-space
distanciation(1990: 120).

The relationshipbetweenmembersof credit unionsand 'expert systems'is considered
in moredepthin the next chapter. The importantpoint to makeat this stageis that for
Giddens,the basesof 'trust', asa reality-congruentconcept,shouldbe consideredto
haveshiftedfrom the passiveto an active stateunderthe conditionsof modernity.
But this shift, he argues,is experiencedby individualsin their daily lives with far
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loss
through
than
the
simply
a
sense
of
of community. Localized
more ambivalence
influences have not simply drained away into the more impersonalized relations of
abstract systems (i. e., the subsurnation of the Gemeinschaft within the Gesellschaft).
Yet, the individual is displaced, is dis-embedded,through the lifting of social relations
and the exchangeof information out of specific time-space contexts. What
distinguishes this process is that 'the very tissue of spatial experience alters,
conjoining proximity and distance in ways that have few close parallels in prior ages'
(1990: 140). Crucially, this has affected the relation between familiarity and
estrangementand has altered the boundaries that people draw between themselves and
others in terms of concealment and disclosure, 'since many erstwhile quite distinct
activities arejuxtaposed in unitary public domains' (1990: 141). Thus, at this stageof
modernity, the intersection of intimacy and impersonality is characterized by social
action of a far more subtle and complex nature than that under the predominantly
place-bound social relations of the pre-modem. Intimacy has been transformed and is
contingent on the very mechanisms of displacement and dis-embedding that
modernity has brought about. Crucial to this process is the development of altered
environments of trust that these mechanisms presuppose- trust that is always
ambivalent.

Someof Giddens'sassertionsaboutthe shift in trust relationsunder'reflexive
modernity' havebeencriticized by ScottLash(1994),andhis critique is supportedby
the primary data on the British credit unions included in this chapter. As will be seen

below,the basesof trust that exist betweenmembersof communitycredit unions
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boundaries
drawn
between
for
the
thesecredit unionsand
this
and
study,
examined
locale,
do
in
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not support some of Giddens's generalizations2.
operating
others

Bauman's (1998) challenging argument concerning the shift in western societies away
from people being judged in terms of their productive capabilities and towards a

dominantnotion of the 'good life' being determinedby their capacityto consume,
for
future
have
important
the
of British credit unions. After all,
consequences
could
one of their main functions is to provide cheap loans to members for consumer
purchases. Yet, they also provide loans for basic necessities and, in quite a large
number of cases,lend money to members who have no 'formal' credit standing of any
kind - whether becauseof their position in the labour market, unemployment, or their
inability to meet the interest chargesof consumer loans obtained from a bank or other
'formal', or indeed, illegal source. It is interesting, therefore, to consider where
British credit unions fit in the changing structural conditions Bauman describes.

3. The Caseof English Credit Unions
The report to which the opening quote of this chapter refers, 'Towards Sustainable
Credit Union Development' (ABCUL, 1999), was undertaken by Paul Jones of the
School of Law and Applied Social Studies at Liverpool John Moores University, in
collaboration with ABCUL, the Co-operative Bank, and English Community
Enterprise Partnership. In line with ABCUL's general philosophy, and the
experiencesof many of its officers, the report resolutely concludes that a more
2 Nevertheless, given the recent developments in the English credit union movement
-specifically,
proposed proliferation of larger, more heterogeneous common bond definitions and the intended

the
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professional and business-orientatedBritish credit union movement must emerge if it
is to develop into a sustainable financial institution that can offer significant economic
benefits to individuals and communities (1999: 103). Moreover, it statesthat if credit
unions are started with the primary goals of the personal development of volunteers
(who lack knowledge and leadership skills) and the development of the community
then there is a loss all around (1999: 96).

Credit unionsarenot, in fact, an effectiveway to build communitywhereit doesnot
alreadyexist ... Credit unionsrequiremutualtrust, which will be lacking if
communityis weakor non-existent.Communityneedsto be built first, to provide
sponsoringgroupsand local leadership,beforecredit unionscanbe effective. Credit
unionsare betterviewedas second-wavecommunitydevelopmentvehicles,to be
usedto strengthencommunityratherthan to try to createit wherenoneexists
(1999:96).

Yet, elsewherein the report,findings from a casestudyof a Welsh communitycredit
union conductedaspart of the project,includesa (brieOsectionon the concernsof
certainvolunteerworkersaboutthe proposedexpansionof their commonbond
boundary.

Talk of expansionanddevelopmentboth in Rhydyfelin andCaia Parkwas not met
without anxietyandapprehensionby somevolunteers. "Ifthe credit uniongrows too
big". saidone volunteerin Rhydyfelin, "we may lose ourprinciples, identity and
ethos". Afron elaboratedon how someCaia Park volunteerswere afraid they would
losesomethingof the socialcommitmenton which they understoodtheir credit union
6professionalization' of credit union services and activities - relevant aspects of Giddens's argument
are examined in the next chapter.
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to be founded. It seemed,for a numberof volunteers,that therewasa contradiction
betweenoffering an economicallyviable financial serviceto increasingnumbersof
membersanddevelopingthe communityof which they werea part. The assumption
seemedto be that credit unionscould only be true to their principlesif they remained
direct
have
to
andpersonalconductwith all their memberson a regular
enough
small
basis. The way that someRhydyfelin volunteersspokeof their credit union offering a
"cousellingservice"to membersreflectedthis samekind of assumption(1999:85).

In line with the main thrust of the report, this case study highlights the view that those
held
be
some activists -that the philosophy of credit unionism presupposes
principles
both
limiting
limit
are
and ultimately self-defeating.
size
on
membership
a
Consequently, the perspective that credit unions must first be a professional and
is
it
is
Only
'financial
then,
stressed.
concluded, could
repeatedly
service'
effective

ideals'.
'social
In
fulfill
hope
this respect,the casestudy
their
to
unions
credit
business
fact
to
the
that,
establish
a
sound
approachfrom the outset,
partly
mentions
andto effectively removethe burden,one could say,of a communitycredit union
beingviewedasa specifictool of disadvantaged
communityregeneration,more
recentcredit unionsin Wales,including Llandudno,Holywell, andNewtown,haveset
their commonbondto includethe whole town.

2.1 The Common Bond and Established/Outsider Relations

However,what the casestudy,andthe report in general,doesnot consideris that
have
be
been
'community
termed,
unions
seen
as,
what
may
credit
although
fear
of, or resistanceto, the expansion of a small credit union by
regenerators',
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membersandvolunteersmay not necessarilystemfrom a biastowardsthe 'social
ideals' aspectof credit unionism,but ratherfrom notionsof trust basedon their 'weimage' anddifferent spheresof identificationthat thesepeoplehold. Indeed,a
distinct 'we-image' andthe boundariesthat individuals setaroundtheseaffective
notionsmay proveto be a definite obstaclein attemptsto setup more inclusivecredit
bond
that encapsulates
register
a
common
who
may
a largegeographicalarea.
unions
An exampleof this canbe found in Fuller's study (1998)of attemptsat credit union
developmentin KingstonUpon Hull, andhow the efforts of a credit union steering
groupto establisha wide commonbondareaactually servedto reinforcepreviously
unarticulatedboundariesbetweenseveralcommunitiesexisting in the town.

Fuller statesthat local councillorsandcommunityworkershad all expressedtheir
pleasureover recentperceivedshifts in many local people'sattitudestowards
communityprojects,arguedto be a positive outcomefrom the developmentof a
numberof residents'associationsin the town. Previously,a 'vacuum' had beenseen
to exist in termsof communityactivism,with a subsequentlack at the grassrootslevel
of peopleexperiencedin developingandrunningcommunityorganizations.However,
therewas a real senseamongstmany in the town that things had changed,and Fuller
quotesone local councillor as sayingthat his ward was now 'buzzing' (1998:150).

At this time there was one fully-developed, and registered credit union operating in
the town, one study group, and a group moving towards the development of a council
employees study group. In addition, the city council employed one area-specific
credit union development worker (reduced from an original three), and had assisted in
the creation and running of a Credit Union Forum -a strategic body comprised of
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West
Central
It
from
the
town.
the
and
groups
within
was
many
representatives
Credit Union Study Group who were specifically involved in the project under
discussion, and it was they who sought to establish a credit union with a common
bond that took in the area located between Spring Bank Road in the north of the town
in
Humber
line
the
Railway
taking
to
the
the
towards
city
the
south
east,
and
and
centre to the west.

From the outset, the Study Group found themselves beset with problems in trying to
joint
into
this
three
venture.
separate
communities
galvanize what were, effectively,
One such problem was the decision to select a particular community centre, located
bond
(namely,
in
the
the
area
of
common
west of the city centre), to
middle
roughly
forjoint
discussion
place
and planning. Despite this
meeting
serve as a monthly
in
'tightly-knit'
located
being
the
older,
more
community centre

community, potential

from
an adjacent working-class estate perceived this as
and
members
volunteers
favouring one community's 'territory' over another (1998: 151). Moreover, some
inclusion
hostile
from
from
both
to
the
the
those
these
of
were
estates
members
'Docklands' area (in the south of the city centre) becausethey felt they had nothing in
common with these people as they were 'wealthier' and 'do not belong' (1998: 153).

In an attemptto remedythis, the StudyGroupbegana monthly 'tour' of the various
communitycentreslocatedwithin the proposedcommonbond area. However,it soon
becameapparentthat althoughthis was necessaryin orderto be seennot to bias one
having
its
the
centre
effect
each
community
own 'territory'
of
centreover another,
interested
from
that
outsidewhichevercentrethe
volunteers
potential
meant
also
'tour' was visiting were unlikely to attend. Many statedthat to attendeachmeeting
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would simply result in hearing the same information and so lost interest. In this case,
the lack of trust between the three communities stemmed from the symbolic
boundaries that existed between them and despite the efforts of the steering group to
establish a credit union that would potentially bring tangible benefits to the
inhabitants of all three areas,these boundaries proved too rigid for any basis of
cooperation to develop. As Fuller explains,

In local terms,the 'additional' areain the extendednorthernpart of the bond

...

representsa somewhatdifferent communityfrom that to the south,'the southbeingthe
traditionalheartlandof the city's now long-lostfishing industrywhoseinhabitants
remainvery proudof its history andheritage. At meetingsit was sometimesapparent
that its inhabitantsfelt separatefrom thoseto the north, with little apparenttrust or an
obviousgalvanisingfactor betweenthe two areasand its inhabitants.In addition,the
commonbondnow includesthe city centre,the regenerated'Docklands' area,
characterizedby a mixture of HousingAssociationand private accommodation.Both
theseareasmight be characterizedasbeing inhabitedby a somewhattransitory
population,with little real feeling of communitywithin theseareas,let alonewith the
areato the west of the city centre. It could be arguedtherefore,that in relation to the
tie that binds memberstogether,this desireto cover larger areas,andultimately to
coverthe whole of the city in a patchworkof commonbond areascould leadto more
barriersto the future developmentof any proposedcredit union. In particular,it
underminesthe notion that pre-existingcommonlinkagesshouldbe built upon,and
not new onesimposed,andweakensthe degreeof mutual loyalty andtrust that
underliescredit union operations(1998:151).

Although the particular aspectsof this casereflect the local circumstances, the
situation that Fuller describes bears quite a striking resemblanceto the intra-
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by
in
described
Elias
Scotson
The Established and the
and
relations
community
Outsiders (1994). In this case,the established west-Hull community, with its shared
history and strong internal cohesion, versus the less cohesive, more transitory city
centre and 'Docklands' population; coupled with a distinct feeling of separateness
between the southern and northern areasof the west-Hull working class estates.In
effect, the boundaries - both physical and symbolic - served to stifle the efforts of the
Study Group to establish a credit union with a common bond that encapsulatedthe
three areas. Fuller goes on to describe the initial efforts to expand the proposed
common bond even further, to include the entire town boundaries. By the end of his
researchperiod these attempts were still in the early stages. However, he concludes,

Effectively,the recenteventsin Hull had led to a questioningof the whole process
andbenefitsof idealisticcommonbonddefinition ... '17he
spacewithin becomes
purified through'official' boundaryconstruction,becauseof the social links that have
apparentlybeenidentified,in line with the commonbond philosophy,betweenthe
memberswithin the boundary,the trust that thoselinks supposedlyengender,andthe
powerof shamethat ensuesshouldthat trust be broken(1998:154).

3.2 The Link Between the Common Bond and Trust

This link betweenthe notionsof 'trust' amongmembers,or potentialmembers,and
the physicalor symbolicboundariesthat canbe encapsulated
within the common
bonddefinition, is an aspectof credit unionismthat hasremainedlargely
uninvestigated.However,in the courseof my interviewswith respondentsfrom
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in
Yorkshire and Lancashire this link was made explicit. For example, a
unions
credit
member and volunteer treasurer of a church-basedcredit union in Bradford explained
that it was the Christian beliefs of their church members that was the basis of trust for
them.

Sadly,it is friendsof churchmembers- not churchmembersthemselves- who have
let us down. No singlechurchmemberhasever let us down. Now we will only
admit new memberswho havebeenrecommendedby existingones. Honestpeople.

There'sa problemoutsidechurches.Thereseemsto be an attitudethat if you canget
away with not repayingdebt,then get away with it. But it's for peoplewho attend
churcheveryweek andlisten,listen,to the messageof honestyandintegrity. Also,
meetingpeopleat churchwho arealsomembersprovidesinfluencefor payingup.
We've only everhadto write off onebad debt. A poor woman,poor asa church
mouse,but not a Churchmember. That's what credit unionsshouldbe all abouthonestpeoplehelpingeachother.

The link between trust and the common bond was also an issue for a community
credit union operating in the Bramley area of Leeds. As the volunteer treasurer
explained to me,

The Burley andHeadingleyCredit Union had beengoing longerthan us but they
weren't getting anywhere.They had only got about50 or 60 membersandthosethat
were in weren't borrowingmoney. Anyway, they approachedus to seewhetherwe
would be interestedin mergingandwe beganto go throughall the.processes.But
aboutfour monthsin ... John,the representativefrom Burley and Headingleywe had
beendealingwith, suddenlyannouncedthat they believedthat the savingsand loans
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forms we usedweretoo intrusive,andthat they were pulling out of the merger. Just
like that. Apparently,they didn't like the fact that we ask new membersto f ill out a
budgetform beforethey start saving- an ideawe took from the Citizen's Advice
Bureau. We thoughtthat this would be particularlyuseful aswe were effectively
extendingour commonbond areato includepeoplewe had nevermet.

The point that this respondentmakesis that therewere no establishedtrust relations
betweenthe membersof the two credit unionsandthat, effectively,the proposed
mergerwas abandonedbecauseof the proof of trust requestedby the Bramley
financial
in
disclosure
involved
through
the
the completionof
personal
community
the budgetfonns. As the two previouschaptershaveshown,the link betweencredit
unionsandtrust amongthe membershasbeena characteristicof credit unions
throughouttheir history. In the courseof my interview with the headof ABCUL, he
reflectedon this aspectbut his long-terminvolvementwith credit unionsin the US
madehim scepticalof the notion that trust betweencredit union membersis only
really guaranteedthroughpre-existingor electivetrust relationsestablishedthrough
the commonbond.

Thereare a lot of mythsthat havegrown up aroundthe 'common bond'. Oneof them
you hearall the time is that it keepsloan lossesdown becauseeverybodyknowseach
other. Well, the reality is that from evidencegainedfrom studyingit in the States
indicatesthat this is not the case. Onepieceof evidenceis to correlateloan
delinquencyrateswith the sizeof a credit union. And they are inverselyproportional.
You would perhapsexpectlargercredit unionsto havea bigger problemwith loan
delinquencythat with smallerexampleswhereeverybodyknows eachother. But it's
actuallythe opposite. It seemsto comedown to memberloyalty.
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Maybethere'san elementof that involvedbut I think that peoplefeel someloyalty
towardstheir credit union,perhapsencouragedby a group identity, that makesthem
more likely to want to repaythe credit union evenif they are not payingother
creditors

However, from the perspective of the respondent from the small community credit
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I find that whenyou aretalking aboutcommunity,everythingis basedon trust.

As a small community credit union serving 200 members, the Bramley credit union
has many of the characteristics of the type of credit union ABCUL's report seesas
Until
for
the
a
economy
and
society.
conditions
of
modem
outdated
ultimately
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American,
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for the majority of British credit unions to lean towards a community bias would leave
deal',
is
baffled.
'Giving
US
the
people
a
good
quite
credit union members
most
'bottom line' for US credit unions, according to him. During the course of the
interview it became apparent that he saw the 1937 Federal Act as the point from
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States,and as the previous chapter addressed,this is certainly true. His view on the
dominant reason for credit unions' proliferation acrossNorth America is shared by the
he
Fite.
As
&
historians,
Moody
explained:
movement's

I am struckby somereal contrastsbetweenthe way credit unionsareviewed,and
havebeenviewed,historically in the Statesand how they tendto be viewed in
Britain. In Britain, thereis much moreof an orientationfor credit unionsbeing
communityinstitutions. Whereas,in the Statesthey aremuch moreof a financial
institution. The reasonwhy credit unionswere developedandthrived in the States
wasto give peoplea betterdealon financial services. And so, communitybenefits,
community-building,is entirely secondary... [T]he ideaof a credit union wasjust to
idea
The
that
to
of the
so
expensive
everywhere
else.
was
access
credit
give people
community,or the bondamongpeople,was only a secondaryconsideration.

The whole appealof a credit union to me andto the generalpopulationof the United
Statesis not that it's 'community' or 'employment' or anythinglike that, but that it
givesme a phenomenallybetterdealon financial services. At the moment,the
averagecredit union rateon savingsis a full percentagepoint higher in the Statesthan
you get at a bank,andthe averagerateon securedloansis full percentagepoint lower.
And on unsecuredloansit's aboutfour per cent lower. Bank feeson averageare
aboutfour times what the credit unionscharge. So,you know, my credit union in the
US will give me anythingI could possiblyget from a bank. The f irst time I neededa
bank accountin twenty-five yearswaswhen I startedliving herein Manchester.In
the US I've got a currentaccount,VISA credit card,homemortgage- anything I
high
levels
And
I
from
of service. It's friendly, personalcredit
union.
get
my
want
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that to me is the whole reason for having a credit union. If it's organized on a
community or employment basis, I could care less [sic]. You seewhat I'm saying?

However,for a credit union developmentworker basedin Sheffield,thereis a real
distinctionbetweenemploymentor industrialcredit unionsand community-based
types. For her, it is not simply a matterof the amountor level of servicesofferedbut
in the different ethosthat the two modelscandisplay, andhow this canaffect the
relationshipbetweenthe credit union itself and its members.

I personallybelongto two credit unions- the RothersaveEmployeeCredit Union and
a smallercommunitycredit union that doesn'thaveall that many wagedmembers.It
doesn'thavea pay-roll deductionfacility, for example
...

A numberof the membersof the Rotherhamemployeecredit union havea different
attitudeto borrowing andlending,andthey areever so clever at usingthe rulesthat
exist to maximizethe benefitsto themselves.So,they borrow up to the maximum,
get top-upsas soonasthey possiblycan,and so on. But very few of them are
motivatedby a commitmentto the wider membership.Whereas,in the community
credit union that I belongto thereseemsto be a much more genuinecomingtogether
and seekingpoliciesand initiatives for the benefit of all members.And I think that it
would be a mistakeif we concentratedon the formation of credit unionswherethe
instrumentalismI haveseenis tacitly encouraged.Credit unionsare abouttons more
thanthat.
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4. Observations

The dataso far presentedconcerningthe link betweencredit union commonbond
boundariesandthe basesof trust that areembodiedwithin them,providean empirical
bases
in
inter-personal
Giddens's
trust
argument
concerning
shifting
of
critique of
lack
between
Hull
In
the
trust
the three
the
the
of
case
of
example,
relations.
communitiesappearedto carry no ambivalence.The 'we-image' of the two working
large
degree
in
it
'place',
to
rooted
a
notions
and
with
shared
communities,
of
class
history andexperience,displayedfar more 'traditional' non-reflexivecharacteristics.
As a result,the dynamicsof this casestudyarebetterunderstoodthroughan analysis
basedon established/outsider
relationsthan througha searchfor examplesof 'active
trust' and its supposedeffectson inter-personalrelations. The primacyof 'affect' asa
conceptis broughtinto sharprelief here,aswhilst Fuller's (1998) investigationsonly
beginto scratchat the surfaceof the gossipchannelswithin the two working class
Hull estates,he neverthelessimmediatelyrevealstheir power asan instrumentof
exclusion- both in termsof the two estatesin relationto the newly residential
docklandsarea,and betweenthe two working classestatesthemselves.What so
baffledthe credit union studygroupwas in effect the articulationof thesesymbolic
boundariesbeing displayedthroughthe reticenceand intransigenceof the community
memberswho attendedthe meetings.

In the caseof the Catholiccredit union,trust is inextricably linked with faith andthe
bond
boundary
the
the religious
encapsulating
common
alsoencapsulates
symbolic
beliefsof the members.Whilst not seekingto argueagainstGiddens'sstatementson
the declineof religion as a pervasiveinfluenceupon day-to-daylife, previouschapters
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different denominationsandthe coreof their bundlich relationsis locatedin the 'pure
form' that Schmalenbachdescribes (1977). That is, in their fidelity to the belief in
God. This being so, the link between personal belief systems and common bond
identification remains a necessarypart of any study into this and other elective
associationsof this type.

Notionsof trust beingtied to placearealsorevealedthroughthe interviewwith the
respondentfrom the community-basedcredit union in Bramley. Although the founder
boundary
Christians,
the
this
of
are
all
of their commonbondwas
example
members
drawnaroundthe local estatesof the immediatearea. However,the trust betweenthe
credit union memberswas not immediatelyassumedandasthe respondentexplained
to me, a potential member, or family of members, would be put forward by an

form
have
fill
budget
to
that would be considered
then
out
a
one
and
would
existing
by the membershipcommittee. This preconditionof the credit union was intendedto
satisfyexistingmembersthat the applicant,who would heraldfrom the estate
known
be
to the majority of existing credit union
personally
not
necessarily
although
members,wastrustworthyandcould be invited to join. And yet the establishmentof
trust was viewed by the respondent as a two-way process, as she believed it crucial
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that the credit union itself gain trust from potential members on the estatethrough
ensuring that it remain a purely estate-ledand estate-run association.

The fact that many existing community credit unions in Britain display a strong
bond
basis
between
the
their
common
and
of trust that the members share
correlation
was difficult to understandwhen viewed from the perspective of the respondentwith
he
in
involvement
US
long-term
the
argued, credit
credit
union
movement
where,
a
first
foremost
financial
But
and
are
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unions
from the experience of the development worker from Sheffield, the current 'division'
between British community credit unions and their industrial counterparts fosters a
distinctly different ethos altogether, and that in her experience this impacts on the way
that the different memberships view and use the services that the credit union
provides. The reasonsfor the instrumentalism she seesin industrial credit unions
would seem self-evident to the community and religious credit union respondents,
who both seea common basis of trust as being at the core of the credit union idea,
and therefore fundamental in ensuring true reciprocity among members. Industrial
credit unions, in their view, all too quickly come to resemble impersonal savings
banks where a key aspect of the credit union philosophy becomes lost. Namely, the
alleviation of financial hardship among the poor and unemployed. The volunteer

from the communitycredit union in Lancashirecited low pay andpo.verty asa key
for
bond
include
to
their
to
them
the whole town. But, as
set
seeking
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reason
he explained,this wasbeing done'bit by bit' through selectinga particularstreetor
inhabitants.
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group
successfullyintegratedin the credit union, thenthey would selectanotherstreetor
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At
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on.
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Referring back to the discussion in Chapter 2, the evidence thus far presented from
the interview data not only stands as an empirical critique of Giddens's arguments,
but also reveals some gaps in his theorizing.

The shift in trust relations that he

describes seemsto be centred on what we have termed 'rational' trust. He points to a
is
defined
but
he
is
from
to
trust
the
trust
active
certainly,
characterizing
passive
shift
as the calculation of benefits and risks. And this definition has a strong rational
flavour to it. Indeed, Giddens goes on to state that it is this shift to active trust that
has had a direct effect on inter-personal relations. That is, he appearsto be suggesting
that the bases of rational trust have shifted causing an alteration in the bases of
interview
data from the community credit
In
trust.
this
the
respect,
personal/affective
unions included for this study suggeststhat, in these cases,the basesof affective trust
have tradition and continuity. The tangible sense of trust among neighbours; or the
is
that
sense
of
made explicit through the juxtaposition
neighbourhood
unarticulated
with other, unfamiliar neighbourhoods; the bond of trust between the followers of
faith - these are familiar observable basesof personal trust for social scientists. From

the data gatheredhere, it seemsthat Giddenshas at leastoverestimatedthe effect on
inter-personalrelationsthat the shift in the basesof rational trust has beenarguedto
havecaused. Indeed,Lash believesthat Giddenshas failed to recognizethat thereare
by
brought
for
largely
the
on
shifting
changes
modernity
whom
are
people
many
outsideof their experience.
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5. Credit Unions and 'Reflexivity Losers'

In order to gain a better perspective on how the above data and observations relate to
Giddens's theory, it is useful to consider a characteristic that these community credit
unions share. And that is that all the community credit unions visited in the course of
my research, like the vast majority of community credit unions in Britain, are working
class. Indeed, all the respondentsfrom community credit unions themselvesdrew this
distinction and all described issuesand problems that they face in relation to such
factors as redundancy, unemployment and poverty. They also considered that these
factors were a further distinguishing feature of the current rift within the wider British
credit union movement. For the respondent from the Bramley credit union, the part of
ABCUL's report that concerned her most was the conclusions concerning any future
local government or state funding for new credit union formation:

You know what I seeasthe most importantthing from the communitypoint of view?
Insteadof the moneygoing into a centralpoint like, say,LeedsCity Credit Union,
they offer the help that communitycredit unionsneed. After all, it is only the
communitycredit unionswho canget to the peoplethat needit most- thoseon the
estateswho haven't ajob.

The respondent from a large community credit union based in Nelson, Lancashire,
made the point in this way:

We haveone lady who only joined becauseher husbanddid. And now, throughher
constantsaving,anda few years'dividends,hasover E1000in her savingsaccount.
But shewould neverhaveachievedthis anywhereelse. I mean,whereelsecan an
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adult savea pounda week? Evena child can't saveat the PostOffice for lessthan
E20.

For the volunteertreasurerof the Catholiccredit union in Bradford,the alleviationof
is
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union
personal
interview
distinction
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During
the
the
the
repeatedly
made
course
of
existence.
betweenthe larger,industrialcredit unionsandthe 'real' credit unionsoperatingin
areasof high unemploymentandpoverty.

Ibere's a rift in the movement but not at the bottom. I go to a lot of grassroots
meetings and have numerous volunteers and members. We all speak the same
language and we all face the same problems. And we are not in sympathy with what
the ABCUL board of directors is pushing. Change the board of directors from people
involved in big employee credit unions to those working in community credit unions
have
different
then
you
a
would
very
credit union association.
-

In consideringthis datain respectof Giddens'swider argument,it is usefulto view it
in the light of Lash's (1994)reply to and critique of Giddens'sreflexive
modernizationthesis. The issuesmentionedabovethat many British community
in
face
daily
basis
be
included
the wider contextof systematic
on
a
can
credit unions
changesin the labourmarketunderpost-Fordism,and with it, what Lashterms,the
6reflexivitylosers'sof the working classand 'underclass',whoselife chanceshave
becomedependenton the accessto andplacein the new information and
communicationstructures.
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At the core of Giddens's theory lies the assumption of the progressive freeing of
'agency' from 'structure'. Or as Lash seesit, structure effectively forcing agency to

be free as structuralcapitalaccumulationis now only possibleon the conditionthat
Lash
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Yet,
free
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that are

Neither
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it
f6r
by
'MacDonalds
the
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a
reality
all those new
undertaken
labour market positions that have been downgraded to a place below that of the
classical Fordist working class. Just how 'free' can agency ever really be in the
circumstancesof acute inner-city poverty?

However, if, as Giddens claims, reflexivity by definition involves the freeing of
agency from structure, then how is one able to adequately explain the persistenceof
structural causesof inequality in 'late modernity'? This aspect is the main thrust of
Lash's critique.

The answerto this would seemto be that reflexivity and inequalityof 'reflexivity
chances'mustthen havefor conditionof existencean interarticulatedsetof nonsocialstructures... What indeedunderpinsreflexivity is then neitherthe social
(economic,political and ideological)structuresof Marxism, nor the (normatively
regulatedand institutional)social structuresof Parsonianfunctionalism,but instead
an articulatedweb of global and local networksof information and communication
structures. Onemight bestunderstandthis new contextin contrastto industrial
capitalism,in which 'life chances'andclassinequalitydependon an agent'splace
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As one of the structural conditions of reflexive production, the flow of information
flow
to
this
the
along with the training and skills required, presupposesan
and
access
'upgrading' of certain working classjobs within the means of production. Butthis
because
1994:
129)
(Lash,
they
'reflexive'
created
solely
are
not
class
working
new
are users of informationalized meansof production. They are also the producers of
consumer and producer goods - such as, televisions and mobile phones- which
themselves act as means of production and consumption inside the wider information
and communication structures. Furthermore, the reflexive working class are also
individual consumers in market-driven economies, and the 'short-termism' that
led
has
to the vastly higher proportion
these
consumption systems
characterizes
(especially in the Anglo-American world) of personal loans to direct consumption. In
short, the explosion of personal credit.

Viewed in these terms, the rift between British community credit unions and their
industrial counterparts takes on a further important dimension. For the activists and
issue
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US, as the head of ABCUL explained to me, accessto a standard bank account is
dependenton the wage an individual receives, as bank charges for millions of US
.
is
high.
It
not surprising, therefore, that giving people a
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'better deal' on financial serviceshascometo be a core aspectof the US credit
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from England'slargestindustrialcredit union, basedin Leeds.

A lot of communitycredit unionswere setup to help peoplein difficulties, andyet
becauseof the very natureof the credit union andthe way that they work, they very
rarely help anybodyin difficulties. They insist on a qualifying periodso that they can
get to know the new member;they arelimited on the sizeof loanthey cangive. But
they arenervousabouttaking a risk with somebodythat they don't know. So,they
quite often don't help the peoplethey're thereto help.

Despitethe different perspectivesandcontentionsheld betweencommunityand
industrialcredit unions,their membersareoften thosewho Lashwould describeas
the 'reflexivity losers',or asBaumantermsthem,the 'flawed consumers'of
contemporaryBritish society. The namesof manyof the communitycredit unions
who respondedto ABCUL's recentinternalsurveyrevealthe closelink between
currentcommunitycredit unionsandareasof high poverty. Namessuchas, South
SheffieldC.U. Ltd., Handsworth(Birmingham)C.U. Ltd., Tower HamletsC.U. Ltd.,
SouthLondonCatholicCaribbeanC.U. Ltd., or the Moss-Side& Hulme, SavingsCoOp. C.U. Ltd. of Manchester,andmany others. The findings of the only large-scale
questionnairesurveyso far conductedinto British credit unions(Berthoud&
Kempson,1993)indicatedthat from the 556 credit unionswho responded,14 per cent
of the total memberswereunemployed,16 per centwere retired, and 24 per centwere
housewives.Only 46 per centof the total memberswere in paid employment. As for
industrialcredit unions,manyof their currentmembershipsare employedin jobs such
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through local branches,and the TUC is seeking to expand credit union fortnation
among all its affiliated trade unions.

So,aswe can see,a largemajority of currentBritish industrialcredit union
are employedin public sectoror generaltertiary sectorpositions. Many
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in
lower
jobs
labour
the
the
these
are
situated
regions
of
marketandso the access
of
to credit that their credit union offers canhavea tangible impacton their standardof
living andtheir ability to consume.Sotoo for many communitycredit union
members- especiallyso given the largepercentageof thoseincludedin Berthoud&
Kempson'sresearchwho reportedbeing eitherretiredor unemployed.Therefore,
manycurrentBritish credit union membersareamongthoseaffectedby the structural
inequalityof reflexive modernity. Moreover,a not insignificantnumberof existing
from
credit
are
union
members
groupswhich are structurallydownwardly
community
from
the working classof reflexive modernityandare often fundamentally
mobile
from
information
to
the
access
andcommunicationstructures.
excluded

Yet, the credit union developmentworker attachedto a communitycredit union in
Leedsis unconvincedthat town-wideor city-wide credit unionswill necessarilybe
successful- especiallyif the nucleusof theselargecommonbondsis an employee,
industrialcredit union.

You needthe communityaspectto havethat senseof ownershipandto havethat
senseof mutuality andcontrol. But you needthe big employeecredit unionsto
providethe regularincome- to get funds andpeoplepaying in via payroll
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deductions.But I canseeproblemsif you begin with the industry-based
credit union
into
the wider community. Becauseunlessyou are
to
then
out
move
attempt
and
beginningwith the supportfrom within the community,you still havethe top-down
approach.

The Sheffieldcredit union developmentworker madea similar point. But, for her,the
key issuewasthat of trust.

I do not think that the debateon inclusionhasbeenproperly addressed.If we areall
aboutchallengingsocialandfinancial exclusion,then we mustnot simply concentrate
on creatinganotherfinancial organization.With an industrialcredit union the image
of the employeritself, not just amongstemployeesbut also in the wider community,
mustbe takeninto consideration.A large industrialcredit union seekingto include
membersof the wider communitywho do not trust it, will probablyneverachievethe
level of inclusionthey may wish to have.

Onceagainthe issueof trust assumesa centralrole in the relationshipbetweenthe
individual membersof a credit union. When I askedeachof the communitycredit
whetherthey welcomedthe ideaof establishinganddeveloping
union respondents
much largercredit unions,they all spokeof the importanceof trust andthat, in their
be
trust
not
a
credit
union
without
would
a credit union in the way they
experiences,
understandandbelieveit to be. We canobservein theseresponsesthe strong
informants
have
key
to their credit unions. But the basesof this
that
these
attachment
attachmentdiffers betweenthe industrialand communityexamples.From the
industrialcredit union perspective,the attitudesof many communityvolunteersare
baffling and self-defeating.But this is alsohow the communityactivists view their

196

industrial counterparts. Both 'sides' have a strong commitment to the credit union
idea, but for the community volunteers, their attachment to credit unionism has its
industrial
in
the
trust,
credit union workers seethe idea as
whereas
roots personal
having a rational basis. For them, the crux of the issue is one of securing a viable,
professional-like credit union model that will enable potential members to have trust
in the idea and so seek membership. For the community volunteers, however, this
trust must already exist - the credit union simply rests on these existing trust relations
for its success. In the language of Shils (1957), the descriptions and experiences of
the community credit union volunteers reveal personal primary group characteristics;
industrial
display
the
credit
union
officers
certain distinct ideological
whereas,
aspects. Bringing in Schmalenbach, we can say that it is the community examples of
credit unions included here that reveal quite strong bundlich characteristics.

There is

also a tangible bundlich character to the elaborations of the industrial credit union
officers, but the bases of affect and trust between their individual members would
be
is,
in
diffuse,
This
to
more
rational.
effect, what the credit union
seem
more
development worker described - being both a member of an industrial credit union as
well as a community one.

For the Bramleycredit union volunteer,the fact that credit unionsserving
communitiesarerun by communitymembers,is a vital aspectof gaining people's
trust. When local peopleseethat fellow communitymembersareresponsiblefor
virtually all aspectsof the credit union's operations,and,moreover,that this
dedicationis on-going,it canbe a significant influencein their seekingmembership,
shebelieves.
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I am a Christian,but I muchprefer it not to be confinedto peoplewho go to church.
Which is why I wasvery pleasedthat we decidedto makeour cred.it union a
onebecausethis way we are getting out into the community. They
community-based
[membersof the community]then get trust, through seeingpeoplegiving of their time
like we've done. I mean,we've still got two-thirds of the original peopleon our
managementcommittee.

The volunteer from the Nelson credit union made the point in this way:

We have a shareholding of about EV2million and assetsin excessof L600,000. And
we have made about 4500 loans totalling about E41/2million. That is all from people
saving together. I borrow from you when you don't need it and you borrow from me
when I don't need it I worked it out that over the years our members have
collectively deposited L500,000 between them. And I daresay if they had kept this
money in their own pockets, they would have been able to solve some of their
financial commitments and problems. But by trusting each other and pooling it
together they have effectively turned that L500,000 into f4Y2 million. And, what's
more, that f 500,000 is still there waiting to do it all again.

Also, that E41/2million has been pumped into the local fabric of our local community
and common bond area. It's painted and decorated, f ixed new windows and doors,
it's bought cars, bought tools for work, given young people accessto money when
they start work...

.
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6. Credit Unions in the 'Consumer Society'

Considering British credit unions in the light of Bauman's (1998) theories of the
important
further
issue
different
the
points
around
of
a
society
raises
ethos
consumer
being observable between community and industrial credit unions. For those estatecentred or inner-city community credit union members in low-paid or part-time work,
those retired, and especially those with no job at all, accessto credit union loans may
well be a financial life-line, or a means to rid themselves of other, more crippling
debt. Even as a member of a credit union, many of these members would hover
around the margins, or fall into, the bracket Bauman describes as 'flawed' or'nonconsumers' (1998:83-98). Many will have personal experience of the situation
elucidated whereby their relative powerlessnessseverely limits their choices and
opportunities (2001: 83-96). And with the precarious but always incomplete 'solitary
identity building' that characterizesthe consumer society, the boundaries thrown up
around these tight common bonds could be viewed in the senseof what Bauman,
quoting Friedman, seesas an example of the proliferation of boundaries communally
thrown up by afraid and anxious people 'on every new street comer of every declining
neighbourhood of the world' (2001: 152). The outlook of the Catholic community
in
is
interesting
this respect:
volunteer
credit union

At onetime therewere24 credit unionsin Bradford. We are now down to about 10.
That shouldn'thappenbecausecredit unionsshouldbe helping credit unions It is
...
the secularcredit unions,setup in communitycentreson run-downcouncil estates
that havethe highestrateof failure. And it's a myth that the big industrial credit
unionswill help out the small ones. Thereshouldbe no outsiderdoing the practical
work of runninga credit union. Theremay well needto be a split betweenthe

199

genuinecredit unionsandthoseassociationstrading ascredit unions- thosethat do
not havethe communityaspect.Let's havethousandsof credit unionscontrolled
locally. Bradfordcould easilyhave500 credit unions.

Furthermore, should British credit unions develop along the same lines as their US
if
importantly
they were to achieve a 'high street
counterparts, and perhaps most
it
be
believes
City
Leeds
they
the
would
credit
union
respondent
will,
presence' as
easy to consider them as a means, albeit a co-operative means, of people being able to
obtain relatively cheap loans for individualized consumption. Indeed, as Bauman
income
has become its ability to further
the
prime
significance
of
wealth
and
argues,
increasethe range of individual consumer choice. Moreover,

Hoarding,savingor investingwould makesensesolely for the promisethey hold for
the future wideningof consumerchoice. They arenot, however,the optionsintended
for the bulk of ordinary consumers,andwere they embracedby a majority of
consumers,they would spell disaster.Rising savingsand shrinking credit purchases
are badnews;the swelling of consumercredit is welcomedasthe suresign of 'things
moving in the right direction'. A consumersocietywould not take lightly a call to
delaygratification. A consumersocietyis a societyof credit cards,not savings
books. It is a 'now' society. A wantingsociety,not awaiting society(1998:31).

However, there is an important characteristic of all credit unions, both in Britain and
the US, that stand somewhat counter to Bauman's assertions in this regard. The
Nelson community credit union volunteer put it in this way:
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Onecredit union I know hasabout80 per cent of its membershipunemployed.And
do
is
borrow
first
L50
join
they
to purchasetheir shareandstart
thing
the
whenpeople
their savingsoff. Then,whenthey've provedthey canpay that off, thenthey can
move into normaloperations.If they cannotsave,they cannotborrow- but that's
true of every credit union.

And so it is. Whether paying in a pound a week or having repayments and savings
from
deducted
their monthly salaries, the vast majority of all credit
electronically
union members must save before they can obtain loans. indeed, members' savings
accounts, going back to the Raiffeisen movement, have been the financial backbone
of virtually all credit unions. In a great many examples, members' savings make up
the pool of money from which loans can be made. In this respect, in smaller credit
loans
if
their
to
top
constantly
seek
up
members
whenever possible, it is quite
-unions,
likely that the loan pool could become periodically dry, or indeed become exhausted.
A wider regard than simply for their own individual finances and individual
be
by
the
therefore
the members of the
with
credit
union
accepted
must
relationship
draws
And
this
this
trust,
the discussion back to a familiar
examples.
regard,
smaller
theme. However, the more general point concerning the close relationship between
saving and loans in credit unionism would be a revealing area for further specific
examination - especially in light of the fact that I in 4 of the US population is a credit
kind.
of
some
member
union
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Conclusions

In relationto British credit unionsat this currentstageof their development,Lash
be
bases
'active'
ignores
to
trust
the
their
that
of
and
reflexive
assuming
reveals
inequalities
So
far
too,
the
of
reflexive
modernity.
more
structural
persistent
'traditional' basesof trust that persist. The hesistancydisplayedby thoserespondents
involved in communitycredit unions,andthe findings of the Hull study,showthat
notionsof 'economiesof scale' andthe concernedargumentsput forwardby those
basis,
have
little
national
on
a
regional
or
resonance
credit
unions
may
consider
who
invest
and
volunteers
who
members
very personalaffective
potential
among
in
boundaries
beliefs
by
bond.
For
the
their
experiences
and
set
common
affiliations,
his
length
forge
to
at
about
attempts
spoke
greatertrust
one
respondent
example,
betweenthe different ethnic groupsliving within his credit union's commonbond
between
different
his
to
the
constant
efforts
mediate
and
attitudesandvaluesof
area,
thosefrom theseethnic groupswho hadjoined the credit union andyet remained
deeplysuspiciousof eachother. And both he andthe volunteerfrom the Nelson
into
their
coming
contactwith informal money
credit
spoke
of
union
community
lendingandsavingpracticesamongdifferent ethnicgroupsthat provedan obstaclein
persuadingthemto join the local credit union - whetherthe 'pardner' systemamong
Afro-Caribbeancommunities,or the 'hand', or 'kommittee' systemamongextended
Asian families.

To assumethen that trust in reflexive modernity is always active and rational would

English
important
of
c9mmunity-based
credit unions. And
characteristic
an
obscure
the empiricalevidencecollectedfrom the respondentsselectedfor this chapter's
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displaying
'traditional'
this
that
association
a
variety
of
elective
suggests
analysis
basesof trust, suggeststhat Giddens may well have overestimated the extent to which
4activetrust' has permeated interpersonal relations - at least among the 'reflexivity
losers' of reflexive modernity. He needsto make more explicit the distinction
between personal, or affective trust, and the more rational, calculating trust - or at
least be more specific as to how the one has or can affect the other.

in a more general sensethen, English community credit unions at this stageof their
development are best understood as elective associations displaying different bases
degrees
The
included
in this chapter
of
affect
among
members.
examples
and varying
include common bonds drawn around a single large working class estate,a small
town, and religious belief. Some display quite strong bundlich aspects:tile advocacy
his
Catholic
that
town of Bradford could have 500 credit
the
credit
union
member
of
unions would seea multiplicity of common bonds in a single city ranging from
different religions and ethnic groupings to different housing estatesand associations.
The crucial point being that 'economies of scale' mean little to the respondentsfrom
the community credit unions who seemutual identity and the guaranteeof trust
among members being the cornerstone of any credit union worthy of the name.

in order to develop the analysis of English community credit unions further, and to
broaden the discussion in relation to industrial examples as well as in terms of both
types being elective associations, it is necessaryto consider the relationship between
them and the various 'expert systems' that they have come into contact with during
their recent history. This will shed further light on the issues and problem of credit
develop
beginning
introduced
failures
this
the
the general
of
chapter,
and
at
union
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how
Giddens's
Lash's
in
Lash's
these,
to
arguments,
critique
of
and
relation
analysis
own contentions lead the analysis back to the themes and arguments contained in
Schmalenbach
(1977),
Shils (1957), and Elias
2theories
to
the
of
and
chapter
(1994; 1977) in particular. Shils's extension of Schmalenbach's insights will be

especiallyuseful.Thesearethe subjectsof the next chapter.
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Chapter 6

Expert Knowledge, Regidation and Credit Unions

Introduction

As mentioned at the end of the previous chapter, this chapter considers English credit
unions in relation to 'expert knowledge' and state regulation. In so doing, Lash's
linked
further
is
Giddens
to the general arguments and
and
considered
critique of
insights covered in chapter 2. Important aspectsof the involvement of local
authorities in credit union formations are examined, as is the involvement of the

Registryof Friendly Societies- which, until recently,was chargedby the statewith
the regulationof all British credit unions. The imminent involvementof the newlyformedFinancialServicesAgencyasthe chief regulatorof all existing and future
light
Ii
in
is
discussed
the
recently-pub
of
shedfindings and
also
credit unions
of a TreasuryTaskforcethat examinedthe regulationof, and
recommendations
in
formations
Britain.
for,
future
The
union
credit
chapterconcludes
strategy
general
fledgling
development
British credit union
discussion
the
the
of
on
potential
with a
movement.
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1. 'Lifestyle Enclaves', 'Taste Communities' and 'Hernieneutic Truth'

However, and as a previous section explained, for Giddens reflexive modernity
involves a shift in trust relations, so that trust is no longer based on face-to-face
involvement but upon trust in expert-systems. Yet, as Lash points out, Giddens
in
knowledge
'experts'
the
the
that
and the
are
specialists
under
modernity
considers
truth they disclose is propositional. That is, unlike the formulaic truth of'traditional'
is
its
in
is
the
truth
effects,
propositional
of
modernity only
society which recognized
facts
its
its
by
and
with
support by arguments.
of
correspondence
virtue
valid
Giddens statesthat while these expert-systemsaffect even intimate daily life, they are
from
lay
debate
democratic
the
to
population, and this creates
and contestation
open
for
the politics of reflexive modernity. These spheres,
spheres
mini-public
effective
include
'life
Giddens
the politicization of issuessuch
terms
the
politics',
of
areas
what
issues
divisions,
biotechnology,
that
waste
global
chemical
and
as, gender
intimate
in
in
But
the
of
private
areas
sphere.
vary
applying
affect
people
nonetheless
the model of public sphere politics to what he terms a 'democracy of the emotions',
Giddens focuses heavily on the intervention of expert-systems and institutions into the
intimate. That is, he focuses much more on the impersonal, the geselIschaftlich, the
institutional, at the expenseof what Lash seesas 'the increasing proportion of social,
disorganized
increasingly
in
interaction
capitalist world that
our
cultural and political
is going on outside of institutions' (1994: 200).

I do not think that contemporaryemotionalrelationshipsareprimarily boundup
...
(expert)
democratically
Surely
truth.
contested
propositionaltruths
with propositional
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do
in
love,
and
gender
can
and
play
a
positive
roles
role
childrearing
sexuality,
on
be
But
intimate
truth
called
another
sort
of
might
relationships.
structuring
hermeneutictruth. This 'hermeneutic'or'narrative' truth is neithergemeinschafilich
like formulaic truth nor gesellshcaftlichlike propositionaltruth. Like propositional
truth it is, however,characteristicallymodem(1994:200).

In intimaterelationshermeneutictruth is basedin the constructionof a web of shared
Lash
And
hermeneutic
that
truth can
considers
and
pre-understandings.
assumptions
like
found
in,
he
in
'lifestyle
be
found
'we'
those
terms,
relationships
what
wider
also
have
has
become
sprung
communities',
which
up
as
consumption
or'taste
enclaves'
disembeddedfrom the guidanceof communalmoresbut wheretherearenevertheless
sharedmeaningsandoften sharedpracticesand obligations.

Thesecommunitiesare reflexive in that: first, one is not born or 'thrown', but 'throws
oneself into them; second,they may be widely stretchedover 'abstract' space,and
also perhapsover time; third, they consciouslyposethemselvesthe problemof their
own creation,andconstantre-inventionfar morethan do traditional communities;
fourth, their 'tools' andproductstend to be not materialonesbut abstractandcultural
(1994:161).

[T]hesenew communitiesare hardly 'irrationalist'. They entail a reflexivity that is
muchmoreenhancedthan that merelyon social structures.They entail a reflexivity
andunderstandingof the unthoughtcategories... of the sharedmeaningsthat are tile
basisof community. They involve in shorta hermeneuticreflexivity. And this
hermeneuticreflection is not solely a matterof 'choice'. It is partly somethingto
hegemony
by
increased
fated
the
of the cultural structures(1994:167are
we
which
168).
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There is a strongsensehereof Lash's ideasmoving into the theoreticalterritory that
hermeneutic
in
2.
His
that
truth effectivelyprovides
assertion
was examined chapter
the basisof trust within reflexive communities- truth not reducibleto a blunt
Gemeinschaftor GeselIschaftdistinction- bringsthe discussioninto an areawhere
ideasconcerningelectiveaffinity, electiveassociation,and bundlich relationscanbe
placedalongsideit. Firstly, as statedabove,Lash statesthat hermeneutictruth is
basedon a'web of sharedassumptionsandpre-understandings'(1994:
159),andthat
thesecanbe found in both intimaterelationshipsand wider 'we' relationships'.
Further,Lashbelievesthat the 'lifestyle enclaves'and 'taste communities'that people
'throw themselvesinto' cannotbe considered'irrationalist', asthey entail a
'hermeneuticreflexivity'. As I explainedin chapter2, Schmalenbach
considersBund
relationsderivefrom mutual sentimentand feeling largely akin to affectivesocial
action,or 'affective conduct' ashe termsit (1977:111). Moreover,he considers
Bi7ndeto be reflexive- indeed,asLash statesin relation to 'taste communities',so
Schmalenbach
arguesthat Bi7ndeareconstantlyfacedwith seekingto overcometheir
inherentprecariousness
in the faceof the difficulty in sustainingan often intense
involvement
basedon feelingsactuallyexperienced.The ethosof loyalty, or
mutual
considersBfindeto needin order to securesome
setof rules,that Schmalenbach
degreeof permanentorganization,areechoedin Lashthroughthe sharedpractices
andobligationshe arguesthat thesenew forms of communitydisplay. As I noted in
it
is
2,
Schmalenbach
throughthesesetsof rulesthat Bz7nde
that
considers
chapter
are
increasing
into
transformed
with
association
an
genleinschafilichand
effectively
characteristics.
geselIschaflUch
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Secondly, Lash argues that 'reflexive communities' have sprung up as consumption

has becomedis-embeddedfrom the guidanceof communalmores. Whereas,the
in
Schmalenbach
his
Bi7nde
that
time were those
observed
examples
of
prominent
attempting to counter the dominant trend of rationalization. But as Lash goes on to
assert, the hermeneutic reflection that contemporary 'taste communities' and 'lifestyle
in
but
is
choice
of
part arises from the increased
enclaves' exhibit not solely a matter
hegemony of cultural structures. This is by no means incommensurate with
Schmalenbach's more general assertion concerning the constant interplay between the
Genleinschaft, GeselIschaft and Blind, considering, as he does, the temporal aspectof
his model to be axiomatic and stating that no law-like tenets are associatedwith Blind
as a concept, and that every contemporary or historical example of a Blind will bear
the stamp of the wider structural conditions under which they arise.

Thirdly, in criticizing Giddens, Lash statesthat the 'expert systems' thesis overly
concentrateson the geselIschaftlich aspectsof reflexive modernity, in the form of
institutional 'expert systems', and their influence in transforming gemeinschafilich
intimate relations. Thereby ignoring the new forms of social, cultural and political
interaction taking place outside of institutions. It is the new forms of political
interaction especially that Bell & Newby (1976) and Hetherington (1998) seeas an
important aspect of certain contemporary bundlich relations. However, we must
remember the two forms of bundlich relations that Shils (1957) described, and the
distinction between personal and ideological primary groups more generally.
Nevertheless, Lash's observations concerning the development of forms of interaction
influence
insitutions
from
the
of 'expert systems', provides a
and away
outside of
between
for
focus
discussion
the
relationship
contemporary credit
on
our
useful
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influenced
has
development.
knowledge
And the first
that
their
the
and
expert
unions
aspect of this we now turn to concerns the involvement in recent credit union
formations by local authorities.

2. The Role of Local Authorities in Recent Credit Union Fon-nations

As covered in the previous chapter, given the social position of many current British
credit union members, quite a large proportion also hail from social groups who tend
to experience problems with debt: whether their creditors are banks, shops, private
credit companies or illegal loansharks. The issues concerning high levels of personal
debt in Britain and the ability for low-income groups generally to have accessto
savings and credit facilities have influenced the way in which credit unions have been
come to be viewed by various branchesof the state and non-govemmental
organizations. Both the Rowntree Foundation and the National Consumer Council
(NCC) have identified credit unions as the most potentially viable form of cooperative finance in a period described as 'the twilight of mutual institutions' in
Britain (NCC, 1994:41). Indeed, the NCC considers that as the majority of building
societies have moved into the mainstream financial sector, the relatively low number
of credit unions currently in existence are nonethelessthe main form. of co-operative
financial institution left operating in Britain (NCC/Rowntree Foundation, 1994:14).

A number of local authorities have recognized this potential and have lent not
inconsiderable support to the formation and development of credit unions within their
areas. In most cases,this support has been motivated by their responsibility to reduce

development,
foster
economic
and
community
and
andthe supportoffered
poverty
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has ranged from free or cheap accommodation, 'start-up' grants and legal assistance,
to the direct employment of credit union development workers. However, the strategy
initiatives
has
development
linking
together
with
anti-poverty
proved
community
of
problematic and many credit unions set up with the assistanceof council-employed
development workers have struggled to survive or failed altogether. Berthoud and
Kempson (1993) have identified several reasonsfor these problems. Firstly, some
local authorities have held unrealistically high expectations of what their development
helped
length
The
they
the
set
could
up,
achieve.
credit
unions
of time
and
workers,
that credit unions often need to become wholly viable and independent has often been
funding
and support was not always available to fledgling
stable
underestimated;
it
became
to
to
those
was,
many
overly-dependent on this
whom
credit unions, and
Other
funding.
ZD
credit unions were formed with a
and
outside managementsupport
distinctly 'top-down' approach that made it difficult to develop the necessary
interestý
genuine commitment and senseof responsibility from volunteers.
community
left
largely
development
unsupported and were poorly
were
workers
-In some cases,
trained, while others were set targets that resulted in them concentrating on the
focusing
than
they
rather
could
set
up
on developing a
amount of credit unions
manageablenumber. As head of ABCUL, Ralph Swoboda has seenthe effects of
these failed initiatives and considers this approach to be distinctly 'British'.

Too often in Britain credit unionshavebeenorganizedfollowing a well-meaning
into
development
went
a council estate,put up postersand
who
worker
credit union
invited peopleto a massmeetingon credit unionson a Saturdaynight. You'd get 30
or 40 peopleshow up andat the endof the eveningmaybe20 were talked into the
ideathat if they trainedfor a year or 18months,they could form a credit union, make
cheaploansand it'd be wonderful. So,they openup with no resourcesapartfrom a
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setof paperbooks,no office, no money,nothing to marketwith and the thing never
by
down'
'Top
are
organized
externalactivists- the
unions
credit
goesanywhere.
into
just
driving
It
doesn't
in
Volvo
the
council
estate.
work.
a
classicsocialworker

2.1 'llie Registry of Friendly Societies and Its Regulation of Common
Bond Definitions

Ferguson & McKillop (1997) have however identified a further important
in
levelling
factor
the
out of total credit union membership numbers.
contributory
Namely, the imposition of restrictive rules by the credit union regulator, the Registry
&
McKillop,
1997:
34).
in
During
Ferguson
Societies
(cited
Friendly
the course of
of
from
development
Sheffield,
interview
the
worker
she spoke
credit
union
with
my
involvement
local
her
the
this
of
some
and
government-appointed
experience
of
about
development
workers
union
credit

In the 1990s,moneywasquite easyto find for credit union establishmentbut mostof
it camefrom local governmentor otherorganizationswho wantedto seecredit unions
brief
in
fact,
how
And,
Tbat's
in
high
the
that's
what
was.
areas.
poverty
established
the agencyherein Sheffieldwas setup. Also, at that time the Registry[of Friendly
Societies]wasquite restrictivein what it would acceptas a commonbonddefinition,
so credit unionstendedto be andremainsmall - which actually becamea problem
later on. Many of the smallercredit unionsarethe onesthat havenot survivedhave
Although
I
that
the
on
small
estates.
set
up
alwaysfelt that
were
ones
especially
credit unionsare economicorganizationsthat needto be run on that basis,most
kind
background.
Many
that
peoplewere appointed
of
with
peopleweren't appointed
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from
development
background
development
an
advice
or
community
workers
as
ratherthan from a financialbackground.

The volunteer treasurer interviewed from the community credit union in Lanchashire
also spoke of problems associatedwith the Registry's application of the common
bond rule:

I think the Registry of Friendly Societies has also had a part to play in this internal
argument about the common bond. For example, when one credit union I know was
seeking to set up in Burnley Manchester Road, the Registry decided that one group of
had
busy
living
a
side
of
road
no common bond with those living on
on
one
people
the other side. And in fact there were letters sent by them asking the steering group
how Mr A had a common bond with Mrs B who lived a couple of streetsaway. The
steering group had to supply maps and charts detailing even where the children of
proposed members went to school, which I ibrary they used, even what fire station
would answer any emergency call.

The fact that a large number of credit unions set up under local government antiinterpretation
failed,
initiatives
have
the
coupled with
of the Credit Union Act
poverty
(1979) by the Registry of Friendly Societies, has added a further dimension to the rift
ABCUL's
Union
British
Credit
the
report repeatedly stressedhow
movement.
within
damaging to the movement's public image credit union closures could be.
Furthermore, and as the final section of this chapter considers, the recent history of
influenced
has
both
future
the
closures
regulatory
problems
and
union
credit
in,
and proposed changesto the Credit Union
operate
credit
unions
will
environment
Act itself.
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Nevertheless, all the respondentsfrom community credit unions stressedthat they did
formation
development
to
and
union
credit
undermined
see
community
not wish
becauseof recent failures. As long-term volunteers or development workers, the
difficulties
forming
first-hand
have
the
of
of
experience
and establishing
respondents
in
biographies
Appendix
informant
1).
And
(see
all stressedthe
credit
union
a viable
importance of volunteer training and the long-term commitment that any credit union
did
However,
they
not wish to see what they consider to be
volunteer must recognize.
important aspectsof community credit unions being overshadowed by the recent
failures. These aspectscan be summed up with reference back to the point made by
the Sheffield credit union development worker. That is, that credit unions are about
'tons more' than just accessto affordable credit.

3. Examples of Credit Union Activities Beyond Access to Credit

one perspective on how credit unions can develop activities beyond just accessto
into
from
(1997)
Rimmer's
study
a project designed to
credit
comes
affordable
in
involved
become
the running of their local
to
a
group
of
women
encourage
community credit union. From her feminist perspective, credit unions have the
for
but
to
strategy
only
an
anti-poverty
women,
can also be a
provide
not
potential
source of both social and emotional empowerment. The subjects involved, a group of
black and white women from a particularly poor inner-city estate,were all members
of their local community credit union -a small, community centre-basedexample
had
development
The
200
also
a
credit
union
estate
officer, who
about
members.
with
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Rimmer quotes as stating that the biggest obstacle to increased involvement in tile
feelings
inadequacy,
local
by
their
these
own
was
of
women
stemming
credit union
from their poverty and, in many cases,from the effects of an oppressive or abusive
male partner.

The vast majority of my time is not spentteachingaccountsandbookkeeping.It is
doing
they
the work. Theyhearthe
to
trying
are
capable
of
women
convince
spent
word 'Treasurer',andthey say 'I can't do that, I'm too thick'. I wish I hada pound
for everytime I've said,'You cando it, you've broughtup threekids andrun a
householdon incomesupport'(1997:29).

As a strategy,the projectorganizersarrangedfor somecredit union cashiersto visit
the placesaroundthe estatewherethe womentendedto meet. So,depositsandloans
keep-fit
like
coffee-mornings
nursery
and
at
places
arranged
classes,and
were
aboutthe credit union were madeat more public places,like tile local
announcements
bingo hall. Theseefforts resultedin 66 new membersand increasedinvolvementin
the runningof the credit union by someof the women. Rimmer statesthat both
increased
the
women
confidenceandevenmodest
gave
membershipandvolunteering
difference
including
lives
loans
to
the
tangible
thc
women's
a
could make
savingsor
first time that somecould seriouslyconsiderleavingan abusiverelationshipwithout
fear of evenfurthereconomicimpoverishment(Rimmer, 1997:32).

Rimmer goes on to argue that the women's involvement as volunteer officers of the
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board
'male
the
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of directorsand loans
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credit union
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available to indicate the percentagesof women and men serving as volunteer offlicers
but a survey of 556 English, Scottish and Northern Irish credit unions by McArthur,
McGregor& Stewart (1993) reported that the majority of members were women. In
each region the percentageof women members outnumbered mate membersby a
in
And,
6040
terms of the total sample size, the ratio of
cent.
per
minimum of
34
(1993:
407408).
by
66
and
per
cent
cent
women
men
per
gender
was
members
The majority of the women members were middle-aged or older. Nevertheless,
Rimmer's study does show that elective association within a credit union can not only
improve a member's financial situation but also raise the consciousnessof those
involved.

Another exampleof how, throughthe commonbond,credit unionscandevelop
financial
beyond
those
with
usually
associated
co-operation,canbe
characteristics
seenin the way that the Nelsoncommunitycredit union also encouragesthe children
is
join.
Indeed,
to
this
an aspectof credit unionismthat cmcrgcd
members
of existing
in the early US credit unions. In the caseof the Nelsoncredit unions,althoughchild
memberscannotborrow until they reacheighteenyearsof age,the savingsthey will
haveaccumulatedas 'junior members'will allow themto borrow immediatelyupon
achievingfull adult memberstatus.

Today we have 1150members-just shortof 200 of theseare children. Wearenot
uniquein this andtherearea numberof very goodjunior sectionsin credit unionsup
anddown the country- especiallyin and aroundLiverpool. This strategyis not just
inclusive,it's goodsensebecauseyou are virtually growing your own credit union.
We haveabout6 to 10junior memberswho transferinto the main membership
sectioneveryyear. Most of them becomevery goodmembers.We haveone member
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who was9 whenhejoined and is now 27. He hasbeenableto borrow4 or 5 timesto
get bettercarssincehe becameeligible for loans.

Indeed, the respondentdrew a strong parallel between community credit union
common bonds and the bonds of family or kin.

I rememberreadinga newspaperstory onceaboutthe growth of one particularfamily.
A husbandandwife had II childrenwho all went on to havechildrenof their own.
And over the courseof about30 or so yearstherewere somethingin the regionof 250
membersof this one family. I oncetold somebodyfrom the Registrythat this was
just aboutthe bestcommonbondI had seenand he agreed. But I said,'Ah, but it
wasn't alwayslike that. At one stagetherewas only two of them'. That's how a
credit union's commonbond shouldgrow. From the insideout andnot from some
arbitraryboundarydrawn from the outside.

The primacy of affective trust for this volunteer is evident. For him, the idea that a
boundary could be arbitrarily drawn and all those within it would automatically share
the trust required for a successful community credit union, is anathema. Ilowevcr, in
the light of recent changesto the regulatory environment that British credit unions
in,
issues
concerning the organic growth of a common bond boundary that the
operate
respondent refers to may well be supersededby the new legislative criteria that will
formation.
These recent developments and
every
union
new or proposed credit
affect
the prospectsthat these may have for the common bond in British credit unions arc
discussed in the next section.
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4. Recent Developments in the Legislative and Regulatory Environment

in theprevioussectionsarelikelyto be
Theissuesandperspectives
addressed
influenced
by
developments
in
field
the
more
recent
and
of British credit
affected
findings
by
'Task
Force' (1999) of tile
Specifically,
the
of
a
publication
unionism.
treasury whose remit was to examine ways in which the state could encourageand
facilitate the further expansion of the credit union movement. The first important
in
change the relationship between the movement and the state will be a new
regulatory body overseeing the formation and activities of all British credit unions.
The Registry of Friendly Societies will hand over this responsibility to the newlyformed Financial Services Agency (FSA) set up under the Labour government (2000).
In this respect,the task force recommends a number of changes in tile way this new
body
better
facilitate
formation
can
and growth of credit unions. Key
regulatory
from
borrow
include:
(a)
to
external sources,in
allowing credit unions
proposals
from
banks
borrow
to
their
to
and other credit unions; (b)
existing powers
addition
permitting credit unions to offer interest bearing accounts; (c) extending the
in
for
loans
the caseof secured lending, and three
to
period
seven
years
repayment
for
unsecuredlending (with some of the larger credit unions being able to
years
extend these periods to 12 years and five years respectively); and (d) the introduction
of a shareprotection schemeso that members' savings and sharesare protected in tile
financial
insolvency
or
mismanagement (IlM Treasury,
of
credit
union
closure,
event
1999:1942).

The Task Force acknowledges, however, that the introduction of a share protection

far
will
necessitate
greaterregulationthan currentlyexists. Consequently,it
scheme
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recommends that only those credit unions judged by the FSA to be wel I managed
should qualify for the share protection scheme. Indeed, it suggeststhat inclusion in
the share protection schemecould act as mechanism for the FSA to confer credit
union status on groups of saverswho would, without this qualification, be judged as
from
the
thus
of
services outlined above
offering
any
clubs
and
exempt
savings
(HM Treasury, 1999: 8). The plethora of small community credit unions in Britain
in
into
this regard.
the
spotlight
come

Ideally, CUs would not be allowedto startoperatingwithout a membershipand
prospectivesavingsbaselargeenoughto providea foundationfor growth and
sustainability.At presentthe law allows a CU to startwith 21 people,with or without
money. We aretold thereis no prospectof legislativechangein this area,but we
considerthat someothermechanismwould be desirable,to stopthe formationof too
manysmall CUs with insubstantialgrowth prospects.For example,the FSA might
issueguidanceto CU organizers;or a centralbody maintainedby the CU movement
itself

issuethroughtechnicaladvice. The productionof
the
which
might
address
...

an effectivebusinessplan, with membershipand financial targetsconsistentwith
sustainability,shouldcometo be recognizedas an essentialcomponentof CU start-up
(1999:8).

Given that the Task Forcereportdrawson ABCUL's recommendations
concerning
the efficacy of new credit unionsbeing formedwith town- and city-wide membership
boundaries,theseproposalscould havea significant effect on the formationof smaller
community-basedcredit unionsif their registrationis dependentupontheir 'growth
does
However,
Force
Task
the
also recommendthat existing small credit
prospects'.
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benchmarks'rather
be
to
these
the
than have
achieve
opportunity
given
unions should

their credit union statusremoved.

The choice of approach to be adopted is dependent on a wide range of factors. In
Treasury
FSA
the
the
to keep in mind
the
and
urge
would
considering
position, we
the desirability of conserving and developing the community credit unions we do
have in this country, at least the solvent ones, as an objective in its own right.
Effective regulation needsto be sensitive to the principle of proportionality. And it
needsto leave room for weaker CUs to grow, rather than threaten them with
extermination (1999: 8).

by the task force is the formationof a ccntralbody
Another key recommendation
formation
by
itself.
The
the
of a credit union centralscrviccs
movement
organized
in
line
bring
British
(CSO)
the
movement
with the majority of
would
organization
like
And
the
theseother
throughout
world.
credit
unionsmovements
other
integrated
be
CSO
British
the
a
single,
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would
tnovements, proposed
information
trade
system,
combining
association
representation,
andtraining,
support
business
liquidity
other
and
services(p. 10).
management
of
credit
union
collective
The reportstressesthe importanceof ensuringthe CSO be, and remain,an
independentbody but suggeststhat it shouldreceiveassistancefrom other
funding
be
to provide capital for credit union
sector
organizationsand awardedpublic
development.

Along with these recommendations will come the necessarylegislative change that

formal
limit
lift
total
the
the
of any given credit union.
membership
on
current
will
As a result of this, the head of the Leeds City credit union believes that there will be a
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significant growth in the field of 'live and work' credit unions. As she explained to
me:

There'sa terrific movementtowardsthesemuch largercommonbonds. There'sa lot
alreadyestablished.Telford and Wrekin Council EmployeesCredit Union is now
'live andwork' in the borough. Its called'Fairshare',andthat's a mergerbetween
the employeescredit union andthe local communityones. Southwark,which wasan
employeecredit union, now servesthe whole borough. Tower Hamletsis a new
credit union for the whole borough. We now haveone credit union for the wholeof
the Isle of Wight. And I'm working with the group in Shropshireto developa credit
union for the whole of Shropshire- althoughthe populationthereis abouta sixth or
the sizeof Leeds. Ours will be the biggestbond,assumingthat the regulatorlets it go
through,of 750,000. But we haveEdinburghstandingon our heelsbecausetheyare
looking at doing it thereaswell. And Glasgowaretalking aboutit. Nearerto home,
in Wakefield,the White RoseCredit Union are looking to expandto take in the health
serviceemployeesand,eventually,the Wakefieldmetropolitanarea.

5. Conclusions

Despite these views and experiences, it looks likely that any future British credit
unions will follow the model recommendedby the Task Force, and so any future
study into the basesof trust between a credit union's members may well be
researching a subject that is characterized as much by its heterogeneity as its
commonality. In this respect, Giddens's (1990; 1994) theories concerning trust under
reflexive modernity will remain relevant when considering these potentially much
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broader associations. One immediate consideration is that all future membersof
British credit unions will be able to place their trust in the share protection schemeto
be adopted by the Financial Services Agency. So, it may develop that the basisof
trust between an individual member and their credit union becomesrooted much more
in the active trust given to 'expert systems'. In this case,the legal guaranteesofTercd
by the relevant state regulatory body. Thus, the trust between individual credit union
distinctly
takes
their
a
rational character.
on
credit union
members and

Yet, there are also aspectsof Lash's ideas concerning the proliferation of 'reflexive
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British credit unions with specific reference to their loan default ratios, in order to
discover whether the practice the ABCUL president spoke of, where US members
is
despite
loans
their
creditors,
to
their
other
not
repaying
credit union
often repay
being repeatedhere. And, importantly, what meanings members attach to this
practice.

The involvementof the FSA asthe new stateregulatorof British credit unions,and
the likely amendmentsand changesto the currentCredit Union Act that will follow,
looks setto haveconsiderableinfluencein the developmentof the movementin
just
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parentwomen,andmany part-timeworkers.
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Given the currentsituationin the movementandthe wakeof the problemsand
failuresassociatedwith attemptsto setup smaller,communitycredit unions,it would
seemlikely that it is establishedand fledgling industrialcredit unionsthat will be at
the forefrontof any significant growth in the British movementgenerally. The
Treasuryreporthighlightsthe importanceof credit unions,especiallythosewith most
potentialfor membershipgrowth,to havea high proportionof wagedmembers.As
well asthis, it will almostcertainlybe the largerindustrial credit unionsthat will take
the leadin expandingtheir commonbondsto includetheir towns andboroughs- such
as in the caseof LeedsCity Credit Union. Indeedasthe chief officer explainedto me,
the recentdevelopmentsmay well enableBritish credit unionsto beginworking
towardsoffering a similar breadthof services,and a similar level of population
penetrationasenjoyedby both the Irish and US movements.

This ideaabouta 'Universal Bank' - well, it would be a greatdealcheaperto arrange
currentaccountsthroughexistingcredit unionsthan it would to spendmillions setting
up the new bank. They arehavingto re-inventthe Giro Bank, which they gaveaway.
Our computersystemis alreadysophisticatedenoughto be ableto dealwith the kind
of dataneededfor a project like that. We havean electronicconnectionto the bank
so we canacceptelectronictransmissionsin the sameamountof time that the bank
does. We canclearfunds in a day. We arealso looking at gaining accessto the ATM
networkbecausethe CSOwill do all the backoffice transactions.Credit unionrelatedissuesaregoing throughaspart of the FinancialServicesand MarketsBill,
andthe new legislationshouldbe in placeby October2001.

As well asthe issueshighlighted in this chapter,future researchinto the British credit
union movementmay well wish to studyany attemptsto spreadthe ideainto rural
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areasof the country, or whether the movement achieves its aims of reaching the types
of people mentioned in the Taskforce report. And if, as the report sets as a realistic
aim, British credit unions begin to gain a high street presence,the importance attached
by some current members and volunteers to their common bond may well diminish or
ceaseto be relevant to those who mayjoin a city-wide or borough-wide credit union
in the future. A similar study to that undertaken by Bertoud & Kempson (1993) could
prove particularly interesting if conducted, for example, at the end of this decadeespecially so if equivalent data were available for Scottish and Irish credit unions as
comparison.

However, and as this chapter has sought to show, an analysis of the significance of the
common bond in British credit unions reveals the strong notions of a.ffect that can be
encapsulatedwithin the boundaries set by the common bond definition. And,
moreover, how these affective bonds can influence not only the individual character
of particular credit unions, but also be a crucial factor in their willingness to extend
their trust to other potential members. Furthermore, I would argue that any future
analysis into the development of British credit unions will need to addressthese issues
whatever the basesand characteristics of future memberships may be. As previous
chapters and arguments have shown, all elective association displays tangible aspects
and notions of affect. It is the level or degree of affect involved that remains to be
identified and explained by future researchers. In the case of English credit unions, as
with all other examples of this elective association, the discovery of these affective
bonds is best achieved through an analysis of the common bond.
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Chapter 7

Conclusions

Having now presentedthe three case studies of credit union formations and
development, this concluding chapter will draw together the findings and arguments
put forward in the previous chapters. In common with the general orientation of the
thesis as a whole, the touchstone for these conclusions is Elias's triad of social bonds

togetherwith the sensitizingconceptof electiveassociation,or Bund,that
Schmalenbach
puts forward asan extensionof T6nnies's(1974)
GemeinschaftlGeselIschaft
schema,andwhich helpsto resolvethe dichotomous
aspectsof this centralidea. Shils's (1957)extensionof Schmalenbach'sinsights
developsthe conceptof electiveassociation,or Bund, evenfurther and,moreover,
providesa usefulway of establishingthe basesof trust involved in theseprimary
groups.

In the caseof the Raiffeisencredit unions,the impetusfor their creationwas the rising
industrialcapitalismof westernGermanyandthe transformationof agricultural
practiceandperogativesthis usheredin, which facedthe former peasantclasswho
werenow the small farmersstrugglingto feedthe growing cities andthemselves.
What Wolff (1893)observedin his visits to the credit unionsformedamongthese
small farmerswasthe greatsuccessthat this financial electiveassociationhad in
enablingits membersto, as Weberdescribes,free themselvesfrom the bondsof
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tradition (and the grip of illegal moneylenders) and to capitalize on the peculiar
advantageof being effectively labourers who owned their own means of production in

the new economy.

Yet, as chapter 3 showed, newly-formed Raiffeisen credit unions had to establish an
adequatefinancial reserve from which to draw the loans that the members required.
With rarely any collateral to put up, the honesty and integrity of borrowers was
essential, and so these credit unions had to, in Weber's words, rely on the deep 'social
visibility' in the different parishes- the strong gemeinschaftlich relations between the
small farmers in both their personal lives and in the farming operations of their areas.
Furthermore, as I argued in chapter 3, the great successof the Raiffeisen credit unions
made them quite possibly the best example of the phenomenon Weber observed
whereby co-operatives formed among small farmers in Europe actually served to bind
these former peasantstogether and moreover direct their economic thinking away
from the blunt economic individualism observable in the growing cities.

It is this aspect, as well as the new communities of husbandry that these co-operatives,
and the Raiffeisen movement in particular, created that I have argued points to the

bundlichnatureof the Raiffeisencredit unions,wherebyan electiveassociation
formedamongpeoplewith strongaffectivegemeinschaftlichrelationsfed back into,
and influenced,the Gemeinschaftfrom which it sprang. In this case,throughcreating
a distinctly different setof economicrelationsamongits members,whilst at the same
time allowing its membersto adaptto, andtake advantageof, the shifting GeselIschaft
spreadingout from the urbancentresto the wider west Germansociety.
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Referring to chapter 4, and specifically the caseof the credit union idea being
introduced to Municipal Council employees in Manhattan from 1914, the reliance on
'character' spoke to values and standardsof behaviour observable among people of
wider social units than small parishes. Namely, the interpersonal bonds emerging
through the developing notion of the 'American worker', whose character and
personal morality was judged by their peers through their adherenceto frugality and
industriousness,and through them living within their means and never borrowing.
The borrowing of money was, after all, under these values, not only morally suspect
but also regarded as basic economic 'common sense'. In this context, the supporters
how membership could
tý
and apostles of the credit union idea stressedagain and again
actually serve to re-aff irm a person's standing among their colleagues, neighbours or
ethnic group becauseit would be they who agreed to award the loan and in the
processpass favourable judgement on what it was to be used for. This aspectalso
ensuredthat the borrower would not suffer the shame of appearing wasteful and
reckless with their personal finances, as loans were always to bejudged in terms of
their productive nature.

Yet, each individual credit union, like the Raiffeisen examples, also had to securean
adequatefinancial reserve and so the stresson saving, as well as borrowing, was a
necessity. Furthermore, this aspect could also be highlighted by activists and
supportersas being commensuratewith the prevailing economic orthodoxy, as
members could be argued to be borrowing on the strength of their 'industrious habits'
in relation to regular saving. Those who might need credit immediately upon
successful application for membership would receive it basedon the strength of their
character- asjudged, of course, by fellow members.
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Moreover, as I argued in chapter 4, early US credit unions, as elective associations,
interplay
between
balance
the
the
and
accommodate
could successfully
bundlich
American
aspect
of
society - and
and
genteinschaftlich, geselIsclwfilich
function
within the amorphous social structure that
and
could
easily
exist
spccifically
developed in tandem with the stresson equalitarianism that pervaded so many aspects
be
life.
Crucially,
American
reconciled with
could
credit
union
of
membership of a
both the individualist and conformist aspectsof the American character: the awarding
individual
hardship
loans
to
of
sense
could easepersonal
or contribute a member's
of
achievement whilst avoiding the risk of shame from the negativejudgement of their
friends, neighbours or peers. In this way, early US credit unions could provide
borrow
both
for
locus
Being
to
trust.
affective
and
able
rational
members with a
judgement,
the
of
moral
or placing one's trust in those of a
stigma
money without
distinct
background,
could
carry
elements of rational trust. But
or
similar status
membership could also provide people with a genuine senseof togethernessand
belonging, whereby the credit union could be nurtured and held in strong affection by
those whose lives may well have been tangibly helped by the accessto credit and
loans. Furthermore, the early US credit unions formed around shared faith or
ethnicity would have displayed strong bundlich characteristics, where financial cooperation and the sharing of risk with others outside of the primary group may well
have been unthinkable to those involved.

The hundlichnatureof theseearly US credit unionsis furtherrevealedin the many
different groups, communities, faiths and associationsthat adopted the idea - summed

up in Bergcngren'sstatementthat the main pre-requisiteof membershipwas 'identity
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with the group in question'. And, and we saw, these groups spannedurban and rural
freeing
illegal
debts,
from
themselves
to
of
co-work-crs
urban
areas,ranging
Raiffeisen
like
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the
the
members
of
movement,
%%ho,
communities of small
for
both
the co-operative
their
of
credit
and
a
ccntre
source
as
a
used
credit unions
buying and selling of seedsand machinery. All these elective associationswere
formed among, and served these different groups - and none had anything to do,
directly or indirectly. with anyone outside of them.

In the immediate post-war period, v.-hen the economic orthodoxy shifted towards the
logic of consumerism, so, as Moody & Fite (1984) refer to, the definition of a
aproductive loan' in US credit unions also changed and members increasingly began
to apply for loans to facilitate the purchase of consumer items often debarred to them
under the formal banking and credit system. The membership base also began to be
dominated by salaried employees and white collar workers, and at the same time there
emerged a professional managerial aspect to credit union activities as more and more
examples began to employ paid staff to oversee their expanding and developing
services. The basis of trust in these much larger credit unions necessarily changed as
an individual member would likely not personally know the majority of others who
also saved and borrowed, but as the head of ABCUL

remarked, strong membership

loyalty among contemporary US credit union members is a common trait. However,
the foundations of the US credit union movement were set in the hundreds of groups,
communities, factions and faiths who, through elective association bounded by their
common bond, saved together and borrowed from each other. And membership in a
credit union could sit easily in the 'I-and-%ve' consciousness of these Americans, both
in terms of their standing in the Gemeinschaft of their daily face-to-face relationships
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As the US credit union movement has developed, so the common bond aspect has
taken on less significance and come to refer to, in most cases,those living and/or
working in the same towri, city or borough. So too, the general philosophy of the
wider US movement, is now encapsulatedin more general values and aims of
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It is these values and principles, along with the US movement's considerable longterm successin providing an increasing number of financial services to its members,
that provide an influential example, through the work and influence of the World
Council and CUNA, to other emerging or developing credit union movements around
the world, and especially in the West.

In the caseof the English credit unions studied, despite the observed.trend for an
increasing number of personal life projects being built around consumer choice rather
than work, the borrow-now-to-spend-now credit logic that Bauman (1998) argues is a
key characteristic of the 'consumer society', is not mirrored in the relationship
between English credit unions and their members. As was the case with the
Raiffeisen system and remains so in the US movement, each member must commit to
in
both
order to contribute to the credit union's reservesand in
saving,
a course of
order to provide each individual member with their own 'reserve', against which their
personal loans are guaranteedand which determines the amount they can borrow at
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any one time (to the maximum loan the credit union itself can award set by the Credit
Union Act). But also, like the credit unions in the other two cases,individual English
credit unions can and do lend money to new members - assuming their character is
judged to be worthy of the trust this entails. Indeed, this is an aspect of credit
unionism in general that has not changed since its inception, despite how the changing
values and standardsof behaviour surrounding the managementof personal finances
have done. This confirms the initial observations that were made in the opening
section of Chapter 3, in that credit unions have shown a remarkable ability to mould
and attemper themselves to changing circumstances and environments.

Analysis of the English casealso reveals that despite perceived changesin the bases
of personal trust that Giddens argues characterize this stage of modernity, credit union
common bond definitions encapsulatefar more 'traditional, basesof trust, be they
rooted in a senseof place and sharedhistory, or based on a shared religious faith or
shared ethnic background. The empirical data from the credit unions studied supports
Lash's criticism of Giddens for focusing too heavily on the geselIschaftlich aspectsof
reflexive modernity, thereby missing the shared meanings, practices and obligations
that characterize a host of wider 'we' relationships that have emerged outside of
institutions but are not reducible to a Gemeinschaft conception. Giddens' stress on

trust that calculatesthe balanceof benefitandrisk hasmore in commonwith rational
trust thanthat which is bom of tradition, sharedbeliefs,or bundlich relations.

As I argued in chapter 6, Lash's ideas in respect of 'reflexive communities' and

'henneneutictruth' leadtheoreticalreflectiontowardsthe boundariesof the
GemeinschaftlGesel1schaftschema. If, as he claims, a host of contemporary forms of
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community/association/elective association), one can examine shared meanings,
different
types and examples of elective
within
many
practices and obligations
association both contemporary and historical. Shils's extension of Schmalenbach's
concept both enriches the development of elective association theory, and serves as a
bases
the
of trust and attachment are always the children of
guard against assuming
ignore
importance
in
bonds
But,
Elias
to
the
of
affective
any
affect.
as
stresses,
figuration serves only to obscure sociological observations and thus adequate
explanation.

From the data gathered from secondary source researchand respondent interviews,
this stage in the development of English credit unions, characterized by a rift between
has
its
in
issues
industrial
not
only
roots
examples,
concerning credit
community and
union failures as a result of poorly conceived anti-poverty initiatives or community
issues
direct
credit union-related
concerning strategic
regeneration projects, and
development of the idea in British society, but also of equal significance from the
perspective of those interviewed is the issue of trust among members and how that
trust is inseparable from the common bond shared by them. And so, despite the
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significant shift in structural conditions from a predominantly producer society to one
ruled by the ethic of consumption, the significance of the common bond among
examples of this elective association is still observable. However, at this stage of
their development, British credit unions are characterized by strong affect-based
notions of trust and belonging in some community examples, and more diffuse
affective bonds with distinct elements of rational trust in the industrial examples
researchedfor this study.

In the new regulatory environment that future English credit unions will operate in, it
is uncertain whether the common bond aspect will maintain its significance. Should
the norm become much wider common bond definitions, like the borough-wide
boundary recently adopted by the largest English industrial credit union, any analysis
into the common bond aspect will need to take account of this and frame the
examination accordingly. As previously mentioned, Giddens's argument concerning
the relationship between personal trust and expert systems could have application in
this regard. A similar approach in respect of the US movement may also prove
interesting. But there are also over 30 other credit union movements around the
world, operating in both advanced industrial societies and less developed countries,
each operating within their respective cultures and under particular structural
conditions - and each espousing the importance of the common bond aspect.

What this thesishassoughtto show is that in threecasesof credit union formation and
development,occurringat different historicaltimes andunderdifferent socialand
structuralconditions,this form of electiveassociation,despiteoperatingas financial
co-operative,hasneverthelessdisplayedandrelied on the purely affective bonds
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existing or formed between its members. Any future sociological study into this
elective association must therefore take account of this important characteristic. And,
as an inquiry into a social phenomenon considered as an elective association, this
study of credit unions has shown the importance of revealing and accounting for the
basesof affect that will be present in other examples of sociality that fall within this

underusedbut valuableconcept.
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Appendix

Thesis Methodology

Introduction

The coreof this researchprojecthasbeenthe focus on credit union formationand
developmentfrom the point of view of socialbondingandsocial identity. This focus
was selectedin orderto examineandrevealthe significanceof credit unions'
in
for
to
'character'
their
the
application
relation
members
of
emphasison
bases
loans,
in
the
general
and
of
more
notions
the
and
of
awarding
membershipand
laid
introductory
in
As
definition.
bond
in
the
out
the
affect encapsulated
common
chapter,the main theoreticalapproachemployedin this analysisis groundedin the
Eliasianconceptof socialbondingwithin a figuration (1978). Applying the Eliasian
triad of socialbonding(political, economic,andaffective),supplementedwith the use
de
(1999),
Swaan
(1977),
Bauman
(1988) and
from
Schmalenbach
of concepts
Giddens(1990),the studyemployssecondarysourceresearchand in-depthinterviews
infrastructure
in
the
to
emotional
of credit union
with respondents an attempt reveal
it
is
in
largepart from
These
in
different
contexts,
argued,
result
contexts.
movements
the particular'commonbond' requirementthat individual credit unionsstipulateasa
pre-requisiteof membership.As the introductionto the thesisexplains,a pre-existing
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'common bond' is a formal, and often legal, requirement of credit union formation

andhasremaineda fundamentalaspectof the worldwide movement'sphilosophy
sinceits beginningsin Germanyand, later,the United States,and Britain.

In this respect,and as laid out in detail in the thesisintroduction,the useof the case
studymethodin analyzingthreeexamplesof credit union formationanddevelopment
was selectedasa useful strategyin examiningthe significanceof the commonbond
aspect.If the commonbond aspectcould be shownto be a significantcontributory
factor in the successof this electiveassociationand,moreover,this wasso among
credit unionsformedin different historical periodsand underdifferent structural
conditions,then it would establishthat any sociologicalanalysisinto this form of
electiveassociationwould needto give adequateattentionto it

Initially, the fact that many examplesof credit unionismhavestressedthe importance
of a pre-existing'common bond', alsorevealedthat attemptsto form a congruent
understandingof this socialphenomenoncould prove problematicif it were to reston
sociologicalcategorizationsbasedupon,for example,notionsof working class'selfhelp'. The 'commonbonds' that credit unionshaveformally recognizedhaveno
boundary.
Yet, all these
or
political
religious,
specificclass,ethnic,gender,
conceptual'variables' can be observedin different strengthsand degreeswithin the
boundariessetby credit unions' commonbond definition. Yet, despitethe many
different commonbonddefinitionsthat credit unionsdraw, the rulesof credit union
activitiesandoperationalphilosophiesare in all casesvery similar. As coveredin the
thesisintroduction,andnotwithstandingparticularlegislativelimits or requirements,
the 'StandardRules' of credit unionsin Britain, Ireland,andNorth America are
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virtually identical (www. woccu.org, 1998; Irish League of Credit Unions, 1993;
www. abcul.org, 2001). The fact that process sociology frames three, and four
dimensional theoretical models which give equal importance to political, economic
and affective human social bonds, convinced me that this approach is best suited to an
examination into this particular social phenomenon. Furthermore, and in common
with a key aspect of process sociological enquiry, it is hoped that the use of these
small social units as a focus of analysis will aid in the development of studies into
problems one can also encounter in larger and more differentiated social units. In the
study of credit unions it is possible to explore these issuesand problems in some
detail. And, moreover, it is hoped that this study can act as a small-scale explanatory
model of a universal figuration -a model ready to be tested, enlarged and if necessary
revised by enquiries into related figurations on a larger scale.

The Use of RespondentInterviews

In the early stagesof the researchprocesswhen conducting preparatory field-work
and negotiating accessto respondents,I attended a credit union seminar organized as
part of the public sector trade union UNISON's 1997 annual conference. Several
credit union activists gave talks as part of the seminar and the first speaker,the then
chief off icer of ABCUL, began his talk by saying: 'I would like to introduce you all to
the co-operative movement's best kept secret'. In terms of Britain especially, his
words have been bome out by the often quite difficult process I undertook to gather
relevant applicable data in relation to a sociological analysis of this social
phenomenon. In general, relatively little has been written about credit unions -
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certainly from a sociological perspective. In this respect, the use of respondent
interviews was decided upon at a very early stage of the researchprocess, yet this
aspectof the researchdesign was applied only to the analysis of British credit unions.
From the studies undertaken as part of the researchdesign process, it became clear
that the very virtue of qualitative interviews is their openness(Mason, 1996; Spradley,
1979; Denzin, 1989). Partly as a consequenceof this, no standardtechniques or rules
exist for an interview investigation based on unstandardized qualitative interviews.
Yet, while the absenceof a prescribed set of rules creates an open-endedfield of
opportunity for an interviewer's skills, knowledge, and intuition, there are nonetheless
standard choices of methods at the different stagesof an interview investigation.
From my reading and in order to frame a considered interview strategy, I selected
Kvale's method (1996) of a 'seven stage' route for interview investigation and have
laid out the following discussion using that model.

Thematizing- formulatingthe purposeof an investigationand describingthe
conceptof the topic to be investigated.

The main themeof the interview processwas an explorationof the affective
definitions
different
lay
behind
that
of the commonbond
undercurrents might
requirementfrom the respondent'spoint of view. In the early stagesof the research
design,a strategywas consideredwherebyindividual membersof British credit
unionswould be interviewedin orderto test the forms and shadesof emotionalbonds
that I expected to be present. In this respect, and in consideration of sampling, I

soughtto establishthe different basesof commonbondthat currently exist in the
British movement,with a view to selecta representativesampleof membersfrom
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these different examples. However, very early on into the preparatory field-work
I
ABCUL
I
access,
attended
an
conference
and
negotiating
seeking
stage,when was
became
discussions
initial
through
activists
with
aware of a contentious
and
various
debate going on between representativesand activists of community-based credit
unions and their industrial-based counterparts. A debate, moreover, that was centred
in
detail
in
described
Chapter
debate,
bond
This
this
the
rift, was
on
common
aspect.
5.

As a consequence,and after discussions with my supervisors, I re-drew my research
strategy in order to examine the basis of this rift, and why it seemedto revolve around
the common bond aspect. Nevertheless, I felt it remained crucial to the thesis that
in
involvement
in
have
their
a
strong
particular credit union,
proposed respondents
order to be able to 'tap' into the affective undercurrents that I wished to examine. The
by
decided
I
to
this
resolve
selecting a strategic sample (Mason,
sought
upon
strategy
1996) of key informants from within the movement who were involved in, and
inforinants,
Key
in
debate.
different
the
nonetheless,who bad a
represented,
sides
strong and long-term involvement both with their individual credit unions and the
movement more generally. I also decided to interview 2 respondentswho had come
into credit union activism through professional recruitment rather than as a volunteer
officer, in order to provide a balance in terms of more detached observations and
feelings, both at the level of individual credit unions and the wider movement. in
practical terms, this strategy was also felt to be an acceptable compromise between
obtaining a valid sample and the resourcesavailable to me for the study.
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(ii)

Design - Planning the design of the study with regard to obtaining the

intendedknowledgeandtaking into accountthe moral and ethical implications
of the study.

After a period of negotiating accessand making contact with potential respondents, I
drew up a strategy based on the responsesof 7 key informants sampled from a range
of different credit union examples and perspectives from within the movement
currently operating in Yorkshire and Lancashire. These key informants were:

a) The American male director of ABCUL. This respondent has been a key figure in

the recenthistory of British credit unionsfor severalreasons.He studiedfor a law
degreeat the University of Wisconsinand specializedin credit union-relatedlaw,
both at the stateand federallevel. Later, he was chief executiveofficer of CUNA
Mutual for 8 years. His tenure as ABCUL's director had seen him involved in
many aspectsof the British movement, bringing to the position the experience and
perspectivesof many within the US movement. He was also ABCUL's
representativeon the Treasury Task Force, whose findings and recommendations
were covered in Chapter 5.

b) The femalechief officer of LeedsCity Credit Union, the largestindustrialcredit
union in termsof memberscurrentlyoperatingin England. This respondenthad
begunher involvementwith credit unionsasa volunteer,who, along with her
partneranda few friendshad setup a credit union at the local governmentoffices
wheresheworked. It was this council-employeecredit union that hadgrown and
developedinto a credit union for all public sectoremployeesworking in the Leeds
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borough. In May 2001, Leeds City Credit Union extended its common bond
definition even further, so that it is now open to all those living and/or working in
the Leeds metropolitan area. This respondent had also become involved and
committed to ABCUL and the movement more generally, and at the time of my
interview with her was the head of the Yorkshire Chapter of Credit Unions.

c) A femalevolunteer-treasurer
of a communitycredit union with about200
membersbasedand operatingin the Bramleyareaof Leeds. This credit union,
initially formedamongthe Christiancongregationof a local churchhad extended
its commonbondto includeall thoseliving on the surroundingcouncil estates.
Like the previousrespondentthis volunteerhad helpedsetup her credit union and
hadrepresentedit at severalABCUL and relatedcredit union conferencesand
meetings.

d) A malevolunteertreasurerof a Catholic church-basedcredit union operatingin
the Guiseleyareaof Bradford. This respondenthad alsobeeninvolved in his
but
its
from
formation,
this credit union was only opento peoplewho
credit union
local
Christian
three
the
at
churches.This
regularcongregation
were part of
debate
in
in
the
the
within
movement
and
was
regular
respondentwas alsoactive
correspondence
with other like-mindedcommunitycredit union volunteersand
activists.

in
based
Nelson,Lancashire.This
A
treasurer
union
credit
e)
male
of a community
credit union had originally beensetup in a local Catholic churchbut had extended
its commonbond definition to includethoseliving in Nelsonand its immediate
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environs. As a result, the credit union had 1100 current members. This
respondent is well-known throughout the British movement and was mentioned
during
by
the course of the interviews.
times
several
other respondents

f) A femalecredit union developmentworker responsiblefor credit union
developmentand volunteertraining in the Rotherharnarea. Initially employedby
the local council, this respondenthadhelpedsetup the credit union development
agencyin Rotherharnthat now operateslargely independentlyof the local
government.

g) A male credit union development worker employed on a fixed-terrn contract by a
community credit union operating in the Harchills area of Leeds. This
respondent's remit was to help facilitate the merger of three small community
credit unions into a single example serving the residents of the easternarea of the
city.

The interview method employed was the semi-structured (Mason, 1996), or the nonschedule standardized (Denzin, 1989), interview. In this respect, I set out a loose
interview format, based on the key topics and types of questions I wanted to ask. As
no detailed account or written history of British credit union volunteers' and/or
activists' experienceswas found in any of my literature searches,I wanted to gain a
better understanding of their activities, as well as wanting them to reveal the affective
basesof their perspectives on the current rift within the movement. Therefore, for
each interviewee, I anticipated following up lines of enquiry specific to their
circumstancesthat I would not be able to anticipate in advance. This was done by
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drawing up a number of general questions on different aspectsof their work and
involvement, supplementedby a series of secondary prompt questions, in order to
discover more on the key issuesand questions with which my researchwas
concerned. My aim was to, on the one hand, generate data which gave some
understanding of surface patterns within the British movement (and by this I mean
gain some appreciation of what working with and participating in credit unions is
actually like), but also to achieve a depth and roundness of understanding in respect of
the forms and shadesof affect observable in different examples of credit unions
currently active.

iii)

Interviewing- Conductingthe interviewsbasedon an interviewguide and
with a reflectiveapproachto the knowledgesought.

In practice in the field, all the respondentswere found to hold definite views on the
it
in
be
how,
their
the
opinion,
should
resolved. This awarded me a
causesof
rift, and
useful flexibility during the interview process,as with such passionateviews being
held and expressed,I had relatively little difficulty in drawing out the affective
aspectsof each interviewee's point of view. Each of the member volunteers, for
example, appealedto their own successful credit unions as the working embodiment
of their perspective and beliefs. However, although I felt I had developed a
conceptual and theoretical understanding of the phenomenon I was investigating
(through my work into elective association and the primacy of affect involved), I was
still faced with relatively sparseknowledge of British credit unions specifically. And
so the interviews also had an exploratory aspectto them. In this respect I would often
follow up on the subject's answers and seek new information about and new angles on
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the topic as they arose. In this way I hoped to both develop knowledge about
different examples of British credit unions and generate a data set on the specific
casesto illustrate the more general phenomenon.

Whenconsideringthe ethical dimensionof my field-work, I was awarethat any
in
informed
take
consentand
respect
of
guidelines
researchermust
accountof ethical
confidentiality. And so, I offered eachrespondentanonymityin respectof reporting
their attitudesand feelings. None of the intervieweesexpresseda desireto remain
anonymous.Indeed,the respondentsfrom the community-basedcredit unionswere
keento havetheir views andexperiencesknown, asthey felt that thesehad been
largelyoverlookedin the debatesurroundingthe future direction of the British
movement- certainlyin respectof ABCUL's internal report andhow certainmedia
coveragehadtaken its findings andrecommendations
at facevalue. All the
respondentsinterviewedalsomentionedandspokeabout'rumours' they hadheard;
'stories' aboutcertainindividualsin the movement. One respondentevenshowedme
betweenher credit union andABCUL, pointing out what shesawas
correspondence
unnecessarilyharshand patronizinglanguage.'Proof, shebelieved,that 'they' want
to get rid of little communitycredit unions. Indeed,all the respondentsfrom the
'us'
in
'them'
terms
and
of
when referringto
spoke
communitycredit unions
industrialcredit unionsandABCUL. The contractedcredit union worker also
mentionedthis aspect,and explainedthat oppositionto what was seenasABCUL's
different
few
the
times
that
the
ethnic groupsrepresentedin his
agendawas oneof
credit union were in agreementwith oneanother. However,althoughI havealways
beenfascinatedand intriguedby Elias and Scotson's(1977)findings in respectof the
6gossipstreams'they tappedinto during the courseof their field-work, I did not feel
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that this would be entirely ethical when reporting the attitudes and feelings of key
infortnants. Furthermore, I felt that revealing the affective basesof these respondents'
involvement with their credit union, and the wider movement, would provide an
understanding of the values and beliefs held by them without risk of including
statementsor comments in the analysis that would be inappropriate or possibly
contentious - at least in the absenceof reliable independent verification.

In general, I utilized my loose interview format by viewing my script of questions as
non-sequential. That is, I tended to draw on different themes and prompts in relation
to the specific context of the interview in progress. In one interview, for example, just
at the moment when the respondent was talking freely and quite passionately about
his common bond and the importance of it form their point of view, he was called
away to answer the telephone, and were gone for some time. When he returned, I
decided to ask another, more standardized question, in order to encouragethe
respondentto, as it were, 'relax' back into the interview situation, rather than pick up
on the explicit line of responsehe was engaged in before the interruption. Having a
list of these 'mini-tour' questions (Spradley, 1979) was very useful. Spradley
describes 'mini-tour' questions as those which are identical to 'grand tour' questions
that is, questions that are designed to reveal the respondent's experiences and attitudes
but
discover
As
interview
their
to
aspects
of
experience.
smaller
seek
an
strategy, I
found them a very useful way of 'breaking the ice' and relaxing the informant into the
interview situation. And, moreover, tended to elicit atypical responsesrather than
recurrent, routine ones.
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In another interview, the respondent had his small child present during the whole
interview and, not unsurprisingly, would have to turn his attention to the child
interview
by
This
the
that
small
was
punctuated
entire
meant
whenever needed.
interruptions and pauses,and so the 'mini-tour'questions were again a useful strategy.
However, this meant that at the transcribing stage, and especially when coding and
difficult
the
together
interview
to
data,
the
with
piece
this
the
most
was
analyzing
informant's speechand explanations often stopping mid-sentence, or pausing for a
while and beginning again with 'What was I saying?'.

iv)

Transcribing- Preparingthe interview materialfor analysis.

I tapedall the interviewsI carriedout andtranscribedthem from speechto written
text usingthe IBM PaVoice 98 speechrecognitionsoftware.

V)

Analyzing - Deciding, on the basis of the purpose and topic of the

investigation,andon the natureof the interview material,which methodsof
data.
for
the
gathered
analysisare appropriate

As van Krieken (1998)discussesin his conciseintroductionto Elias' work, therehas
beensomecriticism of Elias in respectof achievingmethodologicaldetachment
(1998: 160-163). Indeed,oneof Elias' main collaborators,Eric Dunning,is quotedas
sayingthat figurationalsociologistsmust devotemore attentionto the connection
betweenElias' conceptsof involvementanddetachmentandthe practicalitiesof
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had
In
I
163).
(1998:
the
early
stages
of
research,
my
an e-mail
social research
his
University
Leicester
Hughes
Jason
concerning
method of data
of
exchangewith
framed
he
had
Hughes
his
D
Ph.
for
his
Elias-inspired
that
thesis.
explained
analysis
interviews in light of gaining, as it were, a 'macro' picture of changes, in this case, of
tobacco use since the sixteenth century. From here, his interview technique revolved
had
how
describe
their
to
smoking
changed
of
experience
around asking respondents
as their use continued. He then went through each interview transcript discerning as
many themes as possible. When the number of themes had, as he said, reached
6saturationpoint', these were them examined in relation to insights gained from the
first stage of his research- through a cross-fertilization of the different components of
the study - until he was able to discern a very similar overall 'direction' to the themes
he elucidated from the transcript data, to those he had identified in the first stage of
research.

I felt that Hughes'approachwas not dissimilarto certainareasof concernto my study
in
this casealsocontainsa
The
theoretical
applied
orientation
of credit unions.
6macro'element. Specifically,the tracingof the developmentandwidening of credit
States,
United
in
Germany
the
and an examinationof historical
and
union activities
into
focus
documentary
these
elective
associations,
evidence
with
a
andcontemporary
bond',
interviews
'common
importance
the
the
the
coupled
with
conductedwith
on
of
organizersandmembersof the fledgling British movementwith a focuson the
significanceof the commonbond in these.

In respect of my data analysis, therefore, I adopted the technique of 'pattern coding'

(Miles & Huberman,1994). Patterncodes,underthis technique,are explanatoryor
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inferential codes that identifý an emergent theme, configuration, or explanation. At
the first stage,data is organized into 'first-level' codes: simply, a device for
summarizing segmentsof data. Tben, pattern coding enables the researcherto group
those summaries into a smaller number of sets, themes or constructs. In practice, this
amounted to me looking for recurring phrasesor common threads in informants'
accounts,or for internal differences that I or the informants had noted.

Initially, the first-level codes came under headings such as: 'The debate/rift within the
movernent'; 'Influence/involvement of Local Government'; 'Influence/involvement
of Regulator'; Basis of common bond; Attitudes to State involvement/legislation; and
so on. Then, with reference to Miles & Huberman's discussion (1994), 1 delved
further into the data to establish four summarized pattern codes. These were: Themes;
Causes/Explanations;Relationships/Affect; and Emerging Constructs. In this way, I
first-level
broader
from
the
to
was able move
codes to the more conceptual pattern
codes which would become the main focus of the analysis, and back again. Crosschecking and re-coding earlier data, if necessary. For example, in this way (and aided
by my supervisors), I was able to draw out, from the rather loose initial pattern code
labelled 'Personal pronouns' coming under the Relationships/Affect heading, more
coherent and analyzable data. I did this by going back to sections of the interviews
where the respondentshad spoke in terms of 'our credit union, 'my beliefs', 'we
think the best common bond is

and so on, and grouping these expressions of

affect into analyzable emergent constructs as 'faith', 'established/outsider relations',
and 'trust'.
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Veri&ing- Ascertaining the generalizabi I ity, reliability, and validity of the
interview findings.

From my general research, I was aware that empirical generalizations cannot be
supported by qualitative sampling strategies. But, theoretical generalizations can be
supported by theoretical and strategic sampling (Mason, 1996, May, 1997). As I
covered in a previous section, my sampling strategy was basedon a researchdesign
that sought to explore aspectsof current British credit unionism so far unreported and
analyzed, and to reveal the affective basesof various common bond definitions in
order to aid the processof theory development and testing in respectof this elective
association. In conventional methodological terms, I had utilized cross-sectional
analysis in making comparisons across the whole of my data set, around certain
specified themes. And then had selected specific comparisons to test out developing
holistic
analysis.
explanations using a more

The claim I make statesthat through a strategic sample of key informants, an analysis
into the basesof trust that members have in both their credit union and their fellow

members,revealsthe significanceof affectivenotionsand motivationsthat canbe
in the commonbonddefinition. However,this is not to saythat the
encapsulated
degreeor form of affect is the samein all cases,anddifferent membersmay attach
different meaningsandvaluesto their commonbond in different cases.Nevertheless,
and in commonwith the analysesinto historicalcasesof credit union formation and
development,the commonbondaspectplaysa significantrole in the.activities of the
communitycredit unionsexaminedfor this studyandthereforeany future qualitative
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into
importance
this
the
elective
association
must
consider
research
of
sociological

formulating
hypotheses
into
this socialphenomenon.
affectivemotivationswhen

Reporting

The preceding discussion and elaboration of the methods employed in the interview
process,and the findings therefrom laid out in the relevant chapters of the thesis,
make up the seventh stage of Kvale's (1996) interview investigation model.
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