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Early Yéars to 1916

Origins _antﬂ ‘_Sol'utions-;. |

RS "Credrt Umon membershrp isa cemﬂcare of characrer and d bodge Of _
’ honor ‘Lét a'person stay in 4 credit union for ten years and it changes his
whole philosophy.of life — it isamoédern mzrqcie Cred:r umons are the '

t began 1n the country No not those :
prosperous;” sprawhng plantat1ons where
chivalrous gentlemen sipped  mint juléps on

shady verandas Change rarely, springs from such -

- contented scenes. The problem arose among their'
poer ne:ghbors far-greater i number, barely. noticed-
cin halls of power, all trapped in untenable. f1nanc1al

" strais: Loan sharks and’ t1me«merchants greedrly

preyed upon these small farmers forcing them' o .

5 mortgage next “year’s crops ‘to pay for this year’s
suppl[es at.usurious-interest rates, immersing them into

‘ a seemmgly endless Thire of debt and deprrvatton from R
s wh1ch there appeared no escape : :

But there was a way out. The rel1ef that ftnally grew _"- Do
7' out of the farmers pllght became the foundatron of
C cred1t unromsm. . : -

At the tuen of thls century, mote than 80 percent of I
North Carolina’s- population was rural, ‘Of this group, "

' the ‘majority- lived at subsistence levels: The-
plantauon/ slave labor system was long gone;

_Industrialization” had yet to- take hold, and the average "

farm was steadrly shrmkmg in size: from. 125

“cultivated dcres in. 1860 to less than 20'id - 1925

- Milliogis of actes were left untrlled whlle soil that

w. ‘refnained. in use became depleted due ‘to one-crop

agrlculture Ready cash was in ‘short supply:
Conchtrons were tipe’ for: explo1tat1on The crop-lien .

~ $ystetn became the norm, and supply mierchants. who SR

charged busmessmen 6 percent interest routinely. -

- charged. fatmers 38 percent per-annum. Short-term
“ratés_ranged fiom 15 to 22 percent for time purchases g

< of- four to’six months = meanrng up to 60 percent
1nterest per annum.

The wealthy and mfluenual seemed bllnd 5 the
farmers woes - until John Sprunt Hill came: along.”’
Born o the largest landholder in Duplin County, wed

~ to-one of the richest eifesses o Durham, Hill, could.
~easily have followed his* peets. into the sanctums of

Tukury. safely shielded from the poor. ‘But the -

- “businessinari- banl(r:r«lawyer—phllanthroplst felt g deep o
responsrbﬂity to his fellowmian, and he was deterrntned-

“to use.his education, power and connections o help
them help themselves ‘He set olit to find a workmg
moclel that could be- adapted to: h1s horne state,

Soundesr fmancraf msnrunons m rhe u)orld

B ;‘%.Joh’n, Sprunt Ht_El"_ -

Europeans were ' already helpmg themselves by

Jjoining together into_cooperative associations whlch
" had no'réom for- loan-sharks. Therr system looked
_wvery, promiising indeed. In the- spring 'of 1913, Hill
 “joined- a delegation of 100 Americans appomtecl by
.Pres1dent Taft, whick- vrsrtecl séven! European countries
" to study theif successful systérns of cooperative
.flnance, production ‘and marlcetmg ‘As Chairman of
. the Commlttee on Rural- Credits, Hill - spent six.
R months in Iraly, Germany, Austria, Hungary, France,
' "-England ‘and Ireland: learnrng how the. farmers of those
- “couritries seized their Gwrn ‘fatés and. reversed a decline
"_that ‘once threatened to engulf them 1n ru1n

He was espec1ally struck by a bronze monument in

] 'iGermany, memorializing the founder’ of. modern credit
.7 .unions, Frrednch erhelrn Rarffmsen. One s1de




A depicted the German farmer Before credit unions — -

" “leaning upon his’ plowshare in-despair — his wife and

children in rags and tedrs — the ramshackle cottage —~ :

. .the sheriff driving away the last cow that the poor " -:
.- farmer possesses in order-that. his-children might be.

3 fed » It teminded h1m of the poor - farmers back home, L

.‘_on whose behalf he d made thrs Journey

But on. the German monument, there was a happy

B - ending. On the “After” side; “There stands Father .

- Raiffeisen shakirig the hand of the joyous farmner .

"“his wife .arid children are wearing good clothes, and
i smiling in. prosperity;. “here are stacks of wheat, and .
*'.the horse:attached to the- dray Ioaded w1th hay
happmess relgns supreme o

Thus drd ]ohn Sprunt H11 learn the story of
‘ ;-‘Germany s crop failure of 1848, and the subsequent -
solution. destined to changé the world. Particularly’ -

- “hard hit was the village- of Flammersfield; where 7
Sl - Raiffeisen served: as: mayor:- Srarvatlon and desntunon Sy

ravaged the populace “The onIy TECourse open to-

oo pennlless farrners was. the moneylenders But w1th no- .

7 crops to, sell to Tepay their. growing; debs, they soon -'
 bégan-sacrificing cattle and land to pay the ..
o outrageously h1gh iriterest: rates Ienders charged

Frnally, at the end of the1r ropes,’ they pleaded for

'_‘Rarffelsen 5 help A man-of vision and- high ideals, the

= mayor- sought an answer through the only prmcrple he
- Knew would work ¢oopération. Permanent prosperity -

E "could not be based upon greed, he: believed; only

_ l'.when people take the initiative to work togethe1 for.
- thelr cornmon good W1H they be free

HlS ﬁrst attempt ended in fallure, because he trled

: j",to involve the. rich in his scheme of pooled funds and _
o group purchasing:, ‘They soon lost interest, however, e
. and’ the available funds dwindled to nothing. That’ s,
" when. Rarffelsen ‘tealized that only those with.the' most B

to gain would be willing to ‘make-the cooperative

‘ _work Under the revised plan, farmers learned that- -
_ 'when they. helped one-another, they helped’ themselves
- as-well. Secure ifi the - knowledge of one another’s”

- honesty,_they had:no: qualms in Eendlng money to

~ ‘each other af far lower interest rates than what the -

+loan sharks were charging: heipless rndrvrduals But, as:
‘V.j_'they soon discovered,’ they were 1ot nearly $o heipless ,
. ascthey'd: thought {or ‘a§ the rich wanted them to-

o beheve) — as long-as they remamed united in a strong

. common bond of solidarity. By banding together, they

o "'Vlrtually put the moneylenders out of busmess

_‘ After the foundmg of the frrst successfui credrt o
- union in- 1849; Raiffeiseh went on to refine. the bas1c
“ideas of thrift and loans for: provrdent purposes -

- sgeured prrmarlly by the borrower’s good character

- and ‘community status. He spent the rest of his life,
~spreading his message of liope, cooperation” and .
economic democracy In 1859 the ﬁrst national

: -assoc1at10n of credlt unions was founded by 38

- delegates gathered in Weimar. Before he died;

 Raiffeisen had organized 423 ¢redic unions. in: hrs e
: _homeland G
: T.Cornmlssron arrived, there weré over-17,000. credlt T

.. and by the time the American

unions’ operatmg successfully in both rural and erban

' Germany

“The strength of the great German natron today is

,_."due more, to-its 17 OOO cooperanve credrt unions than .
to any. m[htary organrzatlon that’it may have,” Hill " .- o
would declare in 1915, It was one’of many speeches he - -

" would-deliver in his. zeal to follow in Raiffeisen’s =~ " -
L honored footsteps.. For he had séen firsthand how .- E
- credit unions” had raised the, standaid of living-and.. ~ . "1
* revitalized ehe niational economies = not only in. -0

- —Germany, but the rest of Eurepe as well —-and he
- dlso-saw cleariy that 4 similar system. could be _” PR
- _estabhshed oni this srde of- the Arlannc wrth
"(comparable results : S

Hls ﬁrst order of busmess upon rerurmng home was :

_ _‘-to convince state government of the. advantages of ..

- credit unions, so the necessary law ‘could be passed. in

< their favor At the same time, he h1t the “lecture
"'cxrcurt e

addressmg farmers’ groups at every.
oppottunity to- explain how the new method could

. frée them from:financial bondage. By the time he was ,.\'
'—flrushed he had’ earned the tltle of “Fa’cher of Rural
- ¢ Credrts rn North Caroltna -

Hrll hlmself drafted airnost unarded what became

known as the McRae Credit Union Blll whrch passed : ..
~ . the General Assembly by unanimous vote on. L
““March 6, 1915. Formally titled “An’ ‘Aét Relating to

the Incorporatron, Maintenance and Superv151on of

_ Credit Unions and Cooperative Associations,”.it.
provided for local’ deposuts, sale of shares to estabhsh
- base: capltal ‘small entrance fees, membershrp controi
Cand loans only. to- rnernber«farrners, those over, $50
'secured by endotsed. notes, for producnve purposes
_Interest was. fixed at a maximum of & percent or no |
" miore than 6ne percent.more thar bank rates.- i
"V-Unpropertred tenant farmers still had to, give hens on’
 their crops-as SE:CLirltY for lodns, whlch enabled them
“to buy supphes for cash ‘and escape the average 50
-7 percent interest rates they had’ prevrousiy been .
- compelled to pay. Tt also estabhshed the one-man; -
.. one-vote prmcrple, for'the electron ‘of credit and",
-"'Superwsory committees and a board of directors all
‘but the secretary-treasuret -serving: w1thou[: pay.. The
atter position was often filled by the. local school..- ,
~teacher; who received as "ruch as $50 per year for a o
: few hours of bookkeepmg per week : :

Only Ioan sharks saw the new iaw as a threat As

Hlll oornted out, “The Credit Unron wages eternal ,
“war on usury, and finally exterminates it. Show me: a

business man in North Carolina discrediting
cooperanon, dnd, as a rule, I wdl shOW you a man




who is practicing usury and exploitation.” Merchants

were happy for the 1ncreased business it would

generate, and bankers feit no.danger .at all, since they
never did busmess with small farmers anyway. Later, ' -

they woulcl be quite w1lhng to welcorne their: crecht
unions as customers.. © . oo :

Frve other states had aiready passed Credtt Unron

“Laws by this time, and many others would follow, but-

“North Carolina was. the’ only one. which placed its -
Credit Union Division’ undet the ]urisdrctlon of the
Department of Agrrculture where it’ remalned untrl
L1971, For: nearly 20 years; this ‘unit of state -
government played a Targe and sctive role in gettmg

. credit untons started — again-in-contrast 1o othet -

- states, many of which mere}y mailed out hterature to

" inguirers ahd left the rest up to them. The General
Assernbly of North Carolina went so far asto

. appropriate money - sufficient to cover all’ the- expenses T

‘of a specialist who traveled the state orgamzrng and
assrstmg credrt unions. . S ST

Wrth such strong support frorn state: government
H111 gladly accepted the evangelrstrc role e had

fashioned for hirsclf. On December 9, 1915, he sporég', i_

persuasrvely to’ a group of farmers gathered at the
* Farmi Life School in“the Dutham Courity village of

Lowe s Girove: Later that month, he brought the’ same_] -

" meéssage to Mecklenburg County in ciear,
unmlstakable térms: . : -

k “One small farmer Wrthout property, but .
;'_possessmg good character and willing to work,
- has noability to borrow” money from ordmary
- joint stock banks.’ in"North Caroling. Two or-
_.‘three such farmers workmg together have no

GRO'VE—NORTH CAROLINA

B

: K (Gowrtesy af 'GaIIiem’s’ Yy, ‘
EXTERIOR—J:OWE’S GROVE RURAL CREDIT UNION LOWES o

- standing in suc:h banks. But the experience of
" mankind .". . shows that when you put two or
* three hundred of thése small farmers together,
and sohdrfy their responsrblhty, and organize-
" them into a copoperative union, the paper of .
~ this cooperitive crecht union is as good as that -
of any commercial ‘or industrial institution . .
The strength of a eredlt union is like ‘that
of a twisted rope . . . many times stronger
L than the small threads that compose it.-

e ‘The ﬁrsr step i brmgrng back into a state -
- of cultivation the" rnllhons of acres of . :
“-abandoned farm lands in North Carohna is
organized- credit-for ‘the farmers. Thé first step i
bringinig back some of the-comforts and
- pleasures of life is organized credit. The- first step
"in-lifting the: -oppression of the usurer from the -
+ neck of our. country folk is. orgamzed credzt o
.- THe first-step in aboirshmg the disgraceful crop
lien system is orgamzed credit. The first step in .
~ devising ‘ways and means of giving the farmer -
‘of North’ Carolind 4. fair share -of the proﬁts of'
.- his- labor ‘is orgamzed CTEdlt ' R -

The followrng month 20 farmers from Lowe 8 GI’OVe

: took that first step. On January 20, 1916, with- $212
~ worth- of stock and $101 75 on deposlt they were .
chartered as the first. credit union in North- Carohna

" - The secretary-treasurer saw it as the focal point -

'r.:.around ‘which the whole commtumnity could be -

~ organized. Little did they realize how far their .

-7 SUCCessors would ¢ carry thrs bold new rdea of frnancral

e seifdetermrnatron. e

} -"’Soruthe.m Agriculiurist )
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