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Towards Sustainahie Gredit nlon Develapment In Britaln

Foreword by Mervyn Pedelty
Chief Executive, The Co-operative Bank

Credit unions are one of the fastest growing areas in the provision of financial services within the UX Despile
continuous growth they stifl fail to achieve the impact that many involved with the sector have been hoping for
and predicting for years.

This infomative and farsighied research, which is the most extensive ever caried oul amongst boih
community and work place credit unions, provides a urigue insight.

The results from the thought provoking questionnaire, which was compleied by neary 50 per cent of credit
unions in Britain, gives some clear indications as to he position of credit unions as we approach the
21st Century.

1t examines the day to day issues which have an impact on operational matters, gives some measure to the
dificutties encountered by credit union workers and volunteers, and outlines the expectations for the fulure.

Along-held, and popular, view is that credit unions can assist in the fackling of social exclusion. Perhaps they can,
but this research highlights the lack of real penetration credit unions have so far made info disadvantaged
communities, indicates which modsls of credit union development are working, and alse highlights those that are
not. | would commend i to &ll those who work with, or within, the sector and especiatly local govemment funtiers
who should regard it as essential reading.

I would like to thank all those involved in producing this imporant document and especially Raiph Swoboba of
ABCUL, Paul Jones from Liverpoo! John Moores University and Mark Donovan, Chair of English Community
Enterprise Partnership.

Merwyn Pedelty
The Co-operative Bank

Towards
sustainable credit union
development

A Reseaich
Project

page 1




page 2

Preface to the Flnal Edition

This research report wias initlally presented at the “Towards Sustainable Credit Union Development” conference
in London on the Bth December 1988, Since the conference, the research findings have also been widely
circutated throughout tha credi union movement. In doing this, the research team sought comments on the report
before its final publicalion. This was not seer: as embarking upon another consultation process. The research
itself was the product of a widely-represeniative national consultation exercise, out of which came its findings ang
conclusians. Rather, this period was used to ensure that the report both accurmtely represented the views of those
who had taken part in the research and that it did nat contain any misrepresentations nor factual errors. Of course,
the research report does put forward a particular hypothesis of credit union development in Britain and it is this
hypothesis that the research team consider has been substantizted by its findings.

The research hypothesis concemed one only aspect of credit union development. § maintained that a cedtain set
of assumptions about the purposes and worlings of credit unions had grown up in Britain over the years, In many
ways, these focused mare an the personal, educational and social needs of valunteers and members than they
did con establishing viable co-operative business enierprises able to offer quality financial senvices to & large
number of people.  The hypolhesis maintained ihat these assumptions crealed a model of credit unien
development that has seriously held back the growlh and the economic viability of credit unions in Britain. It has
resuited i many credit unicns struggling even to make ends mest. The overall conclusion of the research is that
credit unians, if they are to fulfil their potential, will have to explore models of development that are more cleany
based on an understanding of their being financial institutions and co-operative community businesses above al}
gise.

In focusing on this one aspect of credit union development, the research learn were aware that there were
others. The team did not set out fo iell the whaole story. Indeed, restrictive legislation and weak and disunited
national frade assoclations {cf. Section 1.2) were both acknowledged in the report as key reasons why credit
unions in Britain have not grown more substantially. But the fact that there were examples of successful credit
unions, both community and work based, having thousands of members and making a significant contribution io
their communities, even with poor legislation and divided national trade associations, meant that these wo
factars alone could not explain the low growth rate of cred® unions in Britain. In its hypothests, the research team
wanted {o expliore a deeper seality that it considered underpinned the development of many credit unions and,
indeed, often the actions of legisiators and trade asscciation personne! as well. This was the really that arose
from the perceptions, assumptions and beliefs of peopie about credit unions. The hypolhesis was that, if people
hefisved credit unions to be smal, entirely volunieer operated omanisations, keyed inlo social to the exclusion of
economic goals, then a movement such as we have in Britain today would be the oulcome.

This report has generated & huge interest throughout the credit union movement and the wider financial world,
The averwhelming response has been both positive and supportive of the research findings. Geoffrey Fitchew,
Chief Registrar of Friendly Societies, for example, commenting on the research at the London conference, not only
recommended i as “essential reading for everyone in and around the credit union movement’, but aiso
identified, as a key message of the eport, the nesd for credit union volunieers to recognise that they are
running a co-operative financial business and to train and manage themselves accordingly™ This reflects tha
emphasis in the report on credi unions being clear about the purpose of the business they are in. What has been
very hearening, more so than verbal messages of suppos, has heen the positive actions many credit unions are
currently taking to implemeant more visionary, business-iike and professional models of development.

Some of the comments given to the research team have resulted in certain paris of the original document being
amended. The whole section, The Welsh Experience”, for example, has been tolally re-researched and re-written
to ensure that a much wider cross-section of the credit union movemnent in Wales had an input to these findings.
Some gaps have been identified that thie ieam have been unable lo fill during this current research project. The
two largest of these are the lack of research into local authoriy support for credit unions in Scoliand and inte the




specific needs and circumstances of rural credit unions. However, specific futuze research inip both these areas
is being planned as a foflow up to this document.

This research report recognises fully that af credit unfons have both social and economic goals and have a
distinct identily as mutual and co-operative enferprises. What concemed the research team was, however, that
many credit unions, developed accarding o cedain so-cafled social goals alone, were not aply faiing to grow
and expand but were having negative social conseguences as a result. A credit union with & hundred members
is nat, for example, doing anyihing for the social goals of the 18900 people within its 20000 common bond, most
of whom may be facing exclusion fom low-cost financial services. A cradit union run by a group of tired and
bumt-out volunteers, fearfui of the consequences of not giving every ounce of their energy to the credit union, is
not doing a great deal for the social goals of these volunieers either. The massage of this repori is that a lamge
number of credit unions in Britair: need to evolve new organisational models of development that enable them to
achieve economic geals so ihat thelr wider social goals may be realised.

The report recognises, without hesitation, the commitment, energy and effort of thousands of credit union
volunteers throughout the country, [ tries to avoid any simplistic distinction between communily and employee
ctedit unions. Many of the reporf’s examples ar, in fach, drawn from successiul, high growth community credit
unions from which the research endeavours to discover elements of best praclice. The aim of this report is to
support and encourage all credit union volunteers and workers, in both communily and work-based credit unions,
to develop sustainable and economically viable co-operative enterprises that are able to offer high quality, low
cost financial services to the large number of people in Britain who have need of them,

Paul A Jones - Research Co-ordinator and Author of this Report

°Sec Appendix Ni. Address by tha Chief Registar of Frinndly Socioties, Gooffroy Fitchow CMG. at the ABCUL Coenferonce "Towards Sustainable
Credit Union Development?, London 8th Docomber 1935
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Preface to the Draft Edition

The credit union movement has the potential to offer low-cost, guality financial services 1o many more people in
Britain. 1t is, in terms of its commitment and ethos, ihe sector best placed within the financial services industry to
make a considerable contribution to the provision of financlal sewices for those on low incomes or who
experience financial exclusion.

However, this research project arose out of a concem that many, particularly community, credit unions are not
growing significantly, and iheir potential to make a difference in their communities is often not being realised.
Many are only recruiting a small number of members and remaining financlally very weak However, at the same
time, many work-based, and seme communily, credit unions are sustaining substantial growih ané making a
significant impact among groups of workers or within their communities.

The research aimed to investigate the undedying reasons for this variable performance. Why, after years of
development, are so many credit unions shawing such limited growth? 1 is not because of a fack of commitment
and effort by volunteers. The research began, therefore, with a hypothesis that there must something about the
way credit unions are undersioed and developed that is holding them back. Throughout the world credit unions
are regarded, first and foremost, as co-operative financial instituions that work and operate as businesses. In
Britain, other assumptions and beliefs about credit unions have ariser. These have created & ceriain model of
arganisational development thai regards credit unions, not s much as co-pperative financial businesses
but rather as small communily projecls ihat focus mainly on social rather than economic goals. The
hypothests of this esearch is that this undemstanding of eredit unfons has seriously hindered their development,

The research team amived at this hypothesis through their own experience in the credit union movement By
involving as many credit union people as possible in the research, the team aimed to investigale if this was a vaiid
explanation of the cument situafion. The focus groups, case sludies, the two national surveys and consultation
seminars have all indicated this to be the case. Moreaver, and this is a key part of the research, they have thrown
into relief those factors that contribule to successful and sustainable credit union development.

The results of the research, found in this report, call into question many assumptions about the way credil unions
are understood and developed. The research shows that credit union development as typically undertaken has
not created sustainable financial institutions that are able to seve farge numbers of people, particulady in more
socially disadvantaged areas. Indeed, much has been achieved and many people throughout Britain now know
about credit unions. But fo offer them a professional and sustainable senvice, the challenge is to change. The
research indicates the movement wanis to change. Clearly, central and local government, development agencies,
banks, rade asscciations, credit usions and support organisations ali have a role to play in supporing this
change. This report is commended to everyone with a practical interest in the development of credit unions, with
a view to ensuring that their present and future development is inclusive, susiainable, effective and economically
viable.

The research ieam expresses its thanks fo the 257 credit unions who replied fo the survey and all the other
participants who took part in focus groups, case studies and seminars. Particular thanks ge to Tony Rich, of the
Local Government Associgtion, and Addan Hawvey, of the Local Govemment Management Board, for their
support.  Special thanks are due to Mark Lyonetle and Stephanie Sturrock, both ABCUL staff members, who
assiduously checked this document and amanged for its publication. Special thanks go also io The
Co-operative Bank for funding the entire project and, in patticular, to David Smith, Kim Crammant and Jacqui
Willizms of The Co-operative Bank Comorate Affairs team for their contribulion to the survey and report.

This document is first being offered in draft fomat for the conference in London on 8 December 1998, The
research feam would welcome any comments before its final publication In the new year.

Paul A Jones - Research Co-ordinator and Author of this Report
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Chapter 1 - Introduction
1.1 The Problem

The credit union movement is rapidiy establishing itself 25 the fastest growing co-operative sector in Britain loday.
With Govemment suppox, there are increasing opportunities for credit unions to play a significant role in
providing low-cost financial senvices io many more peaple and, in particular, to those who experience exclusion
from mainsiream financial isstiutions. However, alongside this rapid expansion, a substantial number of credit
urions are failing to grow in any significant respect. It is clear, from contact with credit union activists, that many,
parlicularly comsunily, credit unions are remaining very small and nefther generating sufficient income nor
sutpluses to achieve financial setf-sufficiency or viabiltty. Many credit unions seem 1o struggle on with overworked
and stressed voluniears, sewving only a fraction of their potential membership within the common bond?

if credit unions were once seen as the best-kept secret in Brilain, the reality of this lack of growih among a
significant secior of the credit union movement is fast becemning a “new best-kept secrel”. [t is this reality, the
reasons for it and what to do about &, that forms the subject matter of this rsearch project. Undoubledly, in the
fiterature, there are increasing references io issues around the low growth mte of community credit unions [Conaty
and Mayo, 1997; Ferguson and McKillop 1997). However, for the most par, these referances are elther glossed
over or submerged within an assumption that credit unions are going through seme “passing phase”. Conaly
and Mayo report on he “healthy growth levels of credit unions regionally™ with reference to such segions as
Birmingham, Swindon and Newcastle-uponTyne whes, in September 1997, the average membership for all
commuaity credit unions in those regions was 180, 160 and 118 respectively. “For a sizeable proportion of these
credit unions”, wriles Ferguson and McKillop, thelr weakness stems from the fact that they are newly established;
consequently, the passage of time is likely fo rectify any present deficiencias™. But it is precisely the fact that
many of these credit unfons have been in opertion for many years that has gives rise fo the concems which this
research addresses.

Linked to the low growih rate of many community credit unians is yet ancther problern. Considerable amounts of
public funding have been invested in the development and training of community credit unions with seemingly
fittle effect in terms of thelr achleving sustainable growth and economic self-sufficiency. It is consenvatively
estimated that £96 million are spent on some 150 credi union development units and agencies each year®.
Added 1o this is the 430000 declared by credit unions as direct grant income on the 1897 AR20 retums {most
of which will be from public sources). In addition, there s & tamge amount of unguantifiable investment through
the Single Regeneration Budget, European Social Fund and other Govemment grants. Total public investment in
credit unions per anaum could, not unrealisticatly, be esfimated at reaching £10 to £15 million. Such investment,
by any indicator, shouid be making a considerable difference 1o the economic viability of the movement This
research project aimed 1o by to discover why this is just not happening.

“The “comman band® dafings the unity botweon the mambers of the credit union.

*Conaly P and Mayo £, A Commitment o Propte and Place - the cisa for community dinpiopeant crogit unions A repert for the National Consumer
Copncil. New Ecanomics Foundation 1997 pg. 5
‘Fergusen (L and MoeKillop 0, g lopm f it Lnjons. John Wiley 1957 pg. 110

"The National Association of Credit Union Wotlkers has ebout B0 member credit union agencias ang vnits which it estimates (o be appradmately half
of all agencios and unils in the country These unils empicy a varying number of parttime and full-time workers ¥ only an averige of 2 full-time
workers par unit is assumed, it can be estimaled that there o soina 320 pecple omplayed in credit union dovelopment throughout the country. The
estimatad average cost of paying for @ development worker is £30,000 {according to the Ratherham CUDA, inclutling costs, acconmodation erc.
Total ostimated expenditure Agticnally amounts 1o R8S millicn.




1.2 The Hypothesis

A ranga of factors have been identified to explain why the credi union movement in Brilain has not grown as
rapidly nor as widely as in many ofher countries around the world, These include restrictive national legisiation
and weak andg disunited national trade associations (Nationai Consumer Council 1994},

However, the hypothesis which this research atiempts to explore is that there is ancther major factor at play in
uhdermining growth and viability, particularly within the community credit union sector. This factor is identified as
an interselated network of assumplions, beliefs, and understandings about the nature and purpose of credit
unions that has produced, in the minds of communities, local authorities and volunteers, & ceftain model of
credi union organisation, struciure and development.

This modet typically assumes communily credit unions to be small (maybe only a few hundred members) and
entirely operationally organised by volunteers. These volunteers, imespactive of background and experience, are
assurned to be able to develop the skills and knowledge 1o run the credit union without any paricular difficulty
so fong as they are able to access a relevant training programme. It is further assumed that most of these
credit unions will require grants or other external funding for some considerable time as they are not expacted 1o
generate significant income from making loans te members. i some places, they can also be seen as a panacez
for local economic development and are finked directly to anti-povery inifiatives. This [aller point I8 rmaintained
even though there is Tittle evidence of these credit unions ever being able to reach a significant proportion of the
local population, In many ways, this model focuses mose on communily activity and on ihe personal,
educational and sacial needs of the people recruited as volunteers than i does on establishing viable
communily businesses able to offer quality financial services fo the majorily of people within a common bend

Most of the credit unions confinuing to be developed following this medel will make no significant impact upon,
nor contribution to, the economic regeneration of communities. Many of them, in the medium or longer term, wil
not even be sustainable as community businesses. It s envisaged, in the cument climate, that few of these
credit unions will have the energy, entrepreneurship or skill to create a much iarger membership base, They wil
continue o struggle on, offering a basic savings and small loans sevice, wilh an ageing and increasingly tired
group of volunteers, until extemnal factors and forces take over. These forces wilt come nat only from the demands
of the business environment but alsc, over the coming years, flom the Financial Senvices Authosity, and an
increasingly fgorous system: of regulation, and from share protection® monitoring and assessment programmes.

The conclusion is that for ali credit unions fo be effective, or even to suvive, they wil have to search out models
of organisational development that afford the possibifty of sustainable growth, of financial stability and of
expanding services to members. it is envisaged that this will involve a redefinition of the concept of 'smalf
within the credit union context, a 7e-working of the roles of credit union volunieers, the development of an
understanding of running a fully professional financial service, the ulilisalion of rigorous business development
programmes and the increasing ingroduction of paid staff to cany out day-to-day activities. There wilt alsc be clear
implications hem amund the size and nature of common bonds, around credit union mergers and, for some,
around take-overs and closures.

Significantly for this research, it is true thal a small number of communily credi! unions do exist that have
developed organisational models that are suslainable and that contribute effiectively to thelr econcmic viability.
These hava established a large enough membership base and have generated sufficient assets to achieve
financial security ang stabilfiy, These credit unions still depend on a high volunteer cornmitrment and input but
many of them employ full or par-time staff to cany oul day-to-day administrtive and managedial tasks, These
credit unions will, for this research programme, senve as & benchmark for the seclor as a whole. The aim will be
to Identify the elements that have contribuied to their success and evaluate how these elements could be
replicated eisewhere.

' is fkoly & mandatory savings dopesits (shares} protection scheme will soan be introduced for credit uniens.  This will involve mome ngercus
monitoting of financial and mManagement Systoms.
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1.3 Research Methodology

Credit union activists have increasingly become aware that the fow growih of many small credit unions is a
probiem within the movement. The issue Is, increasingly, the topic of conversation at credit union seminars,
forums and chapters, Discussion is ali about what works, and does not work, within credit union organisational
management. The aim of the research project was to engage with as many credit union volunieers and workers
as possible in order to leam from thelr experience. |t aimed to stimulate a co-operative inquiry into the issues
surounding the develooment of the credt union movement so that collective sense could be made of the
curment situation, The research aimed 10 be very mueh with cred unfons, not just an them or about them,

A range of methods was used te maximise ihe parlicipation of credit union volunieers and workers in the project.
However, completing the research within four months did place certain consirains on the scope of regional
involvement in case studies and focus groups. Nevertheless, about 50% of the credit unions pariicipaled in the
research, s findings reflect the leaming and experience of hundreds of credit union people.

The research methods were:

Focus groups

Three structured focus groups’ wera conducted on Merseyside, in the West Midiands and in Scolland. The
Merseyside group, held at Liverpoot John Moores University, also involved peopie from Greater Manchester. The
Scottish group, held in Glasgow, also involved pecple from Edinburgh and Dundes. The West Midlands group
was held In Tetford and included people from Shropshire, Wrekin and the Co-operative College. The focus groups,
as the first research exercise, set the context and direction for the remainder of the study.

The collection and analysis of the current stalistical data

Statisticat information was drawn from 2 compilation supplied by the Registry of Fiendly Societies of the 1897
1996 and 1995 data reported by credit unions in the annual retums {AR20) they are required by law to file with the
Registry.

A national survey of all ¢redit unions in Britain

A guestionnaire® was circulated to ali British credit unions based on issues that arose directly out of the focus
groups, As it was essential for this survey to be carried out to the highest independent research standards, it was
conducied by an independent market research company, The eollated and statistically verified data was analysed
by the research team.

A national survey of local authorilies regarding their involvement in credit unions

Local authority suppor for the national credit union movement Is wide and very significanl A sunvey was
complled and circulated by the Local Govemment Association to alt focal authenities in England and was
collated by the Local Govemment Management Board.

Case studies

Case siudies were chosen 1o reflect some of the key issuss adsing within the research, Dalmuir and East Kilbride

ware chosen in order to try to identiy the factors that contribute to their growth and successiul development. The
Regeneration case siudy aims to logk at how investment in credit unions does, or does not, enable sustainable

'Sen Acknowledgments for fist of focus group paricipants.
*See Appandix 1 for the suney and Appandix i for & list of the 257 respandants.




development. The Greater Manchester Chapier case study aims to investigate how a local support organisation
is ¢changing direction in the way it sees the future development and training needs of credit unicns. The Welsh
case study equally investigates changing perspectives around sustainable development. The research team were
particularly interested to leam from the experience of the Community Development Credit Union moverment in the
United States and this case study has been included as a chapler in fts own right.

The London workshog

Preliminary research findings were shared at a workshop held at the Local Govemment Association offices in
iondon in November 1938, Participants from the Local Govemment Association, HM Treasuny, the Registry of
Friendly Societies, Cemmunity Enterprise Wales, the National Associgtion of Community Development Credit
Unions (New York} and the National Westminster Bank ple, met with the research team to share ideas around the
implications of these findings. The workshop discussion informed the final regommendations of the research.

The National Conference - London

These research findings were presented at the national conference, “Towards the sustainable development of
credit unlons”, held at the New Connaught Rooms, London on December 8th 1988, The findings were presented
in draft forrn in order that conference participants had the cpporunity to confribute to the research, and is
conciusions, before final publication of the reper in March 1999,

1.4 Opportunities for Development and Growth

As the fastest growing muiual co-opertive sector, the British credit union movement has been described as
“young, vibrant and high growth™. This growth is demonstrated in that, aver the five years from 1982 1o 1987 the
number of credit unions has increased from 383 to 584, members have increased from 88007 to 214,680",
savings deposits® from £285 miliion to £1058 million, funds out on loan from £268 to £978 million, and fotal
assels from £324 million to £122.3 million.

Greater positive public awareness and a growing recognition by Govemment of the contibution credit usions
make to the provision of financial sevices for thase on low and moderate incomes are increasingly creating a
favourable political and social environment for growth,  This is sirengihened by new ¢pporunities in the
marketplace, with the de-mutualisation of building societies and the closure of many bank branches, a
progressive attitude at ihe Registry of Friendly Societies, the continued support of local government, employers,
the churches and other lame organisations, and the possibilty of changing for the belter the curent very
restrictive credit union legislation. Fergusan and MeKillop are surely comset when they write, %rom the outsst we
must stress that it is our perception thal the economic climale in the United Kingdom, coupled with recent
changes in the composition of the financial services sector, make the present most advantageous for significant
and pronounced expansion by UK credit unions™,

Quaiod by Ferguson O and McKilog O, Summaty Apport for the Natigeal Consuwiper Councit Aeformy to UK Qredit Unign {eqgisiatign May 1957
University of Ulster Websita pg. 1

“As of the end of September, the usual year end for credit union scceunting.

1997 fgums quoted ar less than tha actua! ol figuras for the movement as a whole Data 5 limited to these 530 credit unions that had
submitted a 1987 ARG to the Registry by the and of Novembeor 1988, 54 credit unions failed fo submit an AR20 and, therefore, no datz i available.
RAN members® savings In emdit unipns ara shane deposits.
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However, credii snion growth is not uniform throughicut the Brtish movement. In the first instance, § is much more
noticeable, and significant, within work-basad credit unions*. As can be seen in the table below, work-based
eradit unions have only 156% of the number of credit uniens, but they have 50% of the membership and 705%
of the movament's total assets. This high growih rate of the work-based credit union sector has been consisient
and increasing over recent years® Secondly, as Donnelly and Haggatt have pointed ouf, credit union grawth is
significantly higher in Scotland®,

Non-Work-based

(Community) 447 107647 £31 million £24.7 mittion £36 miilion
Wark-Based 83 107013 £748 miflion | E728 millon | £863 milllon
Total 530 214,660 £105.8 miffion | E976 mililen | £1223 milllon

447 community credit unions represent 84.3% of all cradit unions, but only 2843% of the fotal assets of the
movement, The concem of this research is to foster the conditions in which those credit unions can flourish and
respend fo the new opportunities presented by the marketplace and by Govemment The NCC noted that,
“though the rise in the number of credit unions in Britain has been impressive and welcome, they remain on the
margins™. The greatest challenge for community credit unions, in particular, is to move away from the marging
so that they can provide & much more accessible and quality service io the local people, and, above all, 1o those
who find themseives excluded from maln-stream financial institutions. Govemment sees an important role for
credit unions, as does the whole movement. To ensuse this rofe is effective, credit unions must reach a much
wider membership and become self-sufiicient and sustainable organisations.

“rorguson C and MeKitlop O, The Strategic Devalopment of Crxdit Unieng Wiley 1957 pg. 167

“For the purposes of this research, credit unicns are divided into just twe categores: work-based cradit vniens and non-work based credif unions, For
a fuller explanation of this ciassification, see Chagpler 2.

mFIgunes produced by ABLUL have shown employee cradit unions to have boen stoadily increasing their percentage of the tolaf assets of the move-
ment over recent yoars. Figures available are 63% of the total assets in 1993, 657% in 1994, 66.5% /n 1995 and 66.8% in 1996 These figuras do not
inciuda asseeiational odit unions that ame woark-based. X thoy did, these pementages would lkely be higher

"*Donnelly A and Haggen A, Credit Unigng in Brtain, & decade of grmawth, Plunkelt Foundation 1837

Wanrhouse ef al INCC Creai Union Working Partyl Saving for Credit National Consumer Councif 1984 pg. 1




Ghapter 2 - Statistical Analysis

The statistics on which this research is based are taken from the credit union annuai retums (AR20s} made to the
Registry of Friendly Socisties for the years 1597 1996 and 1985® The 1997 retums, on which a significantly
larger part of the fesearch is focused, are those that were available at the end of Novenber 1988, At that dale,
530 credit unions, out of a possible 584, had made a retum. Of those 530 credit unions, B3 are work-based and
447 are either communily credit unions or assaciational credit unions whose commaon bond was not based on
employment or occupation. Of the work-based credit unions, 13 are from Scotland and 70 frem England and
Wales. Of the non work-based or communiy credit unions, 99 are frorn Scotland and 348 from England and
Wales.

For the purposes of the research, credit unions are divided info just iwo categories; work-Dased and ron
work-hased credit unions®.

The Questions

In investigating the statistical data, the research has #imited itself to just two questions.
How are credit unions growing over time?

Are credit unlons achleving sustainabllity and economic viabiiity?

Growth Over Time

A common assumption within the credit union movement is that the problem ¢f the present small size of credit
unions is & function of time. Given enough years, it is mafntained, credit unions will grow into the large,
sustainable organisations that can be seen operating, for example, in Ieland, However, the statistical evidence
does not confim this assumption.  Within the non-work based sector, the majority of credit unions am recruiting
only & couple of hundred members, at which point they plateau, with further growth coming only with great
difficulty.

This reality of reaching a plateay is iflustraied in figure 1 on the following page. This graph is based on the
credit unions that replied to the nationat survey™ It compares their membership with the number of years they
have been in operation. Each line represents credit unions with the same siarting date. &t can be seen that the
majoriy of credit unions, even those in operation for many years, reach a certain level and then go no further, For
example, the line indicating credit unions registered in the years 1988 - 1992 reaches a level of 200 to 500
members and then tais off Care needs to be exercised when taoking at fhe 88 line; growth here is due to the
significant number of larger work-based and Scottish community credit unions organised before 1988. Overll
is the growih of community credit unions, particulary in England and Wales, that peaks and fails off

“ihis statistical inforrmation was supplied by the Registry of Friendily Societies.

it unions are registerd on the basis of having a cormmon bond that dofines the unity botwesn the members. It can bo based either en
employmen, residency in an ara or membership of an association  These are nommally referred D as omployes communily and assodiationa!
credit enions. Howeve, within the associaliona! calegery. there are credit unions that, even though not associated to a particular employet are based
on occupation or employment. One examply is Voyager Credit Union Lid in Manchester whose members am a4 employed in the passenger
transport industiy 1 prctice, these crodi! unions are simifar o emplayee credit unions. Also in the assooiational catogary @re crodit unions whose
common bond is based on asspeiation with, for wamplp, a church community of a pamicular organisation. These, for the mast part, am close in
operalion to community credit uhions Employment or occ ion based eintional credit unipns have been included in the work-based gmup.
Assooigtional credit unipns, that ame not based on employment or occupational havit been included in tho comimunity Catagory:

FSee Chaplor 3

PNumber of years is measured back fom the end of September 1897 the data of the 1997 ARZ0 fom which the daia in these tables was taken.
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This graphical indication is better Hustrated by looking at the statistical data drawn from the 1597 AR20s,
tabulated In figure 2 below. Credit unions are grouped according to the number of vears in operation™. Credit
unions registered less than three years are omited.

Figure 2 indicates that:
work-based cradit unlons are growing faster than community credlt unions

community credit unlons in Scetland are growing faster than community credit unlons in England and
Wales

community credit unlons In England and Wales are, on average, only recrulting a couple of hundred
members even after 9 - 12 years, of operation and, for the most part, not progressing beyond that flgure
after 12 years of operation,

figure 2 - Average Number of Members compared with years since regisiration

Years sincg registration Community Work-Based Community Worlk-Based

3 - § years 146 868 356 1043

§ - 9 years 180 766 38?2 5656

9 - 12 years 199 1242 408 1065

over 12 years 370 1652 1294 2579
238* 766

*In the credlt union groups eeisied over 12 years, there am three credit unions in England and Wales and three in Scolfand that have significantly
outperomed the majosity, The gures in italics are the avarmges of the credit urions in that gmup omiting these larger credit unions. In the izbles below, in
soma cases, secondary figures have giso bean giver for vemges amiting one o twe significantly Jamer unions.

“Numbar of yoars is measumd back Fom the ond of Soptomber 1957 the data of tha 1987 AR20 from which the data in these tables was taken,




Towards
sustainahle credit union

deveiopment
Of course, whether or not speed of growth matiers is a guestion of judgement and of philosophical belief. i Research
Following Berthoud and Hinion, Fuller® has described an “idealistic approach,” cument wihin some sections of roject

the credit union movement, in which credit unions are pumosely kept smali so that everyone can fully paricipate
in their operations. According to this approach, credit unions can hest serve the needs of low income groups &
they are kept very local and mn by volunteers who know members personally. This approach may have some
ment but does not result in many people, including those within low income groups, being served by credit unions.
In fact, small credit unions am lending to very few people. Within the sample of 530 credit unions, there are 287
{hat have 200 members or less. 276 of these gave information in their 1997 AR20 about how many loans they
had out at the end of the year. The average was only 3G loans per cradit union.

The other imporant factor to take into account when assessing the validity of the “idealistic approach” is the
sustzinability, or economic viability, of these credit unions. Small credit unions struggle to make ends meet They
ofien cannot pay a dividend and so do not atiract significant savings. They remain dependent on granis or
fund-raising and on the senvices of unpaid volunteers. How many are in this situation will be examined in the
second half of this chapter.

The following tables, on which figure 2 above is Dased, divide credit unions into those in operation between 3 to
6 years, 8 to 9 years, 9 to 12 years and over 12 years. Averages for each group are given at the end of each

section. Credit unions registered for fess than three years on the 3Cth September 1997 are not given.

85 Commumily (non work-based) Credit Unions in England and Wales registered befwsen 3 - 6 years

Name of Gredlt Unlon Assets  Shares Loans Members
391C Brotherhood Of The Cross & Siar CU. Lid. 4457  A[0B2 0 60
339C Chopwell And Blackhall Mill CU. Ltd. 4831 4478 2575 40
350C Beverey CLU. Lid. 4944 4B0B 727 70
366C Biakelaw CU. Lid. 4057 4182 3729 39
307C Earham CU. Ld. 5063 5436 3385 56
368C Doxford Park & Hali Farm GLL. Lid. 5085 4235 IN6 20
334C Gien CU. id. 6564 5601 3145 118
282C St George's (Scunthorpe) CU. Lid. 6678 5734 8804 4
364C Pillgate CU. Ltd. 7232 7053 3197 82
340C Pamdon Churches CU. Ud. 7836 7883 T 43
378C Mosborough Gl Lid. 8319 6876 49%0 50
286C Hafles Area CU. Lid, 8537 6263 453t b
359C Northem Cross Ci. Lid. 8877  TM9 5143 86
328C St Augustine's (Underchiffe) CU. Lid. BOG7 BAGE 3402 99
3B6C Peteres GU. Lid, 9088 8750 5757 84
276C S, Headingley & Burley Sav. & Co-Op. CU. Lid. 8682 9027 4415 46
269C Rechouse And Witherwick G.U, Ld. 10424 880y 3973 61
357C Thomton & Diskict CU. Lid. 1026 10142 4470 78
287C Portsmouth [nner City Christian C.U. Lid. 1083 8487 1909 7
298C Gorton CL. Lid, 12434 13281 6634 43
278C Chelmsley Savings And CU. Lid. 12497 11525 6452 64
375C Kings Noron CU. Lid, 12637 11379 6269 57
283C FEL CU. Ud. 13424 11822 5720 78
384C Houldsworth CU. Lid. 13444 1012 5000 132
302C Blackbum South GU. Ld. 13534 10088 7063 127
Ffufier [, Celt

for Foignds of the Earth. Drws:an of Geography and Enwmnmenm! Management. Unrversity of No.'mumbna at Neweastle 1998
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3320
283C
273C
395C
293C
322C
202C
KIHH
318G
387C
385C
34C
3180
30
3G
376G
369C
3200
343C
313C
379C
348C
337C
362C
284C
NG
365C
3460
390C
3260
279G
285C
2810
2nc
381C
362C
315C
348C
373C
KA
204C
383C
344C
HeC
JiEC
305C
347C
306C
388C
21c

Namg of Cradit Unlon

Cafa Patk (Wrexham) CL. Ltd.
Redditch Newtown CLU. tHtd.
Warstock And Yardley Wood CL. Hd.
Giyncoch & District CU. Lid.

North Darfington CU. Lid.

Cathall Community CL. Lid.

Castle And Manor CU. Lid.

Park End CU. Lid.

Byker CU. Lid

Saltley & District CU. Hd.

Central Middlesbrough CU. Ltd.

5 Carnmunities GU. Lid.

Shiney Row And District C.U. Hid.
Pallister CU. Ud.

C.PL Cl. Lid.

Beechdale & District (Walsal) C.. Lid.
Pembroke Borough CU, Ud,

Moar Nock GU. Lid.

Thomaby CU. Lid,

Ruabon Cein & District G, Lid.
South Shefiield CU. Lid.

Holywell And District CU. Ud.
Saltwell & Bensham CU. Lid.

South Central Middlesbrough CU. Ltd.
Princess Drive CU. Ld.

Cockerton Churches CL. Ud,

Ifam And Cadishead Savings And CU. Lid.

Thattc Heath Area Cl. Lid.
Biackbird Leys CU. id.

Hill Cornmunity C.U. Ltd.

Harlow Co-Operatives CU. Uid.
Halesowen C.U. Ltd.

Widnes Community C4. Lid.
Worsley Mesnes {Nonh} CLU. Lid.
Jamow CLU. Ltd.

Haslingden And Helmshore CU. Lid,
Pemberton Area G, Lid.

Qak CU. id.

Borough & Bermandsey CU. Lid.
Money Tree CU. Lid.
Walverhampton South CLU. Lid.
Birtley & Quston CU. Lid,
Hemlinglon GU. Lid.

Ely (Carciif) C.U. Lidt.

Holy Name (Great Bam) CU. Lid.
Edge Hili CUL. Lid,

Shrub CU. Ltd,

Earle Lawrence CU. Lid.
Bramley CU. Ld.

PBFA CU. Ud.

Assets
14076
14810
14914
15219
15,898
1704
17827
18076
18145
18,348
18621
18,785
19168
10257
16451
20200

21141
22552
225664
23276
23358
24047
25283
25288
25,299
25585
25,728
26078
26,568
26,774
27138
26814
30418
30624
32340
3259
33654
33738
35216
35493
35703
36,334
37481
38,055
39727
39877
41515
43835
45054
46,654

Shares
11,864
13484
13515
14,034
15,301
15,568
16,008
12,672
15919
16,751
13404
14942
17323
150060
17046
15482
20251
18,492
18,509
21460
21,863
22460
25258
22392
23744
23149
22466
23,994
19563
25,305
26,257
26,360
26431
27:61
28,966
28278
28984
28103
27255
31015
31807
3457
32028
34480
35769
37361
33864
34,681
39,584
43,141

Loans Members

7274
1907
7138
14081
1378
5647
13631
10440
9272
5054
15938
8577
18472
14393
1720
8820
4417
14375
7493
20565
2058
8496
21487
6757
8493
4345
427
17316
2206
19857
18612
11265
12803
23563
21657
10323
16980
17642
16308
25657
24598
26086
25623
34464
13757
22455
27807
41325
23998
18436

5
89
85
80
]l

142

12
97

123
97
78

01

113

124
83

135
17

102

175

139

150
B1
84
87

72

107

12

337

108

124
g7
85

235

201

272

108

286

169

134

233

142

152

230

280

126

272

317

146

160
63



Name of Gredlt Union Assels  Shares
356C Crosby CU. lid. 47096 44824
304C Fair Goose CU. Lid. 47400 41848
358C Parks And Walcet CU. Lid. 49647 44728
270C Manchester Unity (No 1) CLL, ULid 51686 49777
2720 Browside {Everton) C4. Ud. 52200 49287
325C Holdfast CU. Lid. 54700 51298
2099C Dukinfield L. Lid. 55560 47804
396C Rainbow Saver london C.U. Lid. 55674 55303
383C Liynfi Valley CU. Ltd. 59816 22444
323C Dawley And Distict CU, Ud. 61565 53246
355C Stainforth And District C.L. Lid. 70468 59659
277C Sheldon CU, Lid. 75020 66651
280C  Highfields Comrmunity CH, [id. 78267 66114
288C Whitmare Reans CU. Lid. 78226 63762
205C Acts CU. Lid. 80OH 72921
329C St Peters (Gloucester) CU. Lid, 85888 73391
312C Radlord (Coventry) CU. Lid. 97593 86821
380C Fallowfield CLU. Lid. 09105 9041
372C St Bemadette's (Whitefield) C.U. Ltd. 134470 108,758
300C Bargoed Aberbargoed Ang Gilfach CU, Lid. 147000 134468
Averages far 3 - B year group 32117 28,040

102 Communily credit unions in England and Wales registered 6 - 8 yoars

162G
194C
248C
197C
212C
186C
242G
180C
265C
254G
e
258C
21
183C
203C
2210
190C
266C
227C
172G
181C
158C

Name of Eredlt Unlon Assets  Shares
Middleton Savings & Co-Operative CU. Lid. 119 63
Biue Hall Ward CU. Hd. 48 239
St John's (Stockton-On-Tees) Parish CLL Ld. 495 285
Albett Park Savings And CU. lid. 1834 879
Alnwick CLL L1d. 2802 231
Ashington CU. Lid. 4664 3849
Fox Hil/Birkey Carr CUL Lid. 5281 4850
Owton Fens CU. Lid. gl62 4124
Franidey CU. Ltd. 7189 5536
Guide Pos! And Scoliand Gate CU. Lid. 7485 5127
Shiremoor CU, L1d. 7495  Bi6
Fordbridge Savings And CU. Lid. 7511 6682
New Feay Gornmunity G, Lid, 615 6838
Domanstown CU. Lid. 8660 6600
Walker Communities CU. Lid. B758 7244
Edensor L Lid. 8882 7873
Lingham (Moreton) Res. Assac. CU. Lid. 8445 8009
Balsall Heath CU. Ltd. 9528 8586
North Kenton C4. Lid, 10543 10,786
Kirkholt Avea (Rochdale) CU. Lid, 10642 9473
Biacon CU. Lid, 10878 6213
5t Thomas {Shiddon) G, Lid, 1564 10323

Lians Members
2078 228
18622 204
32079 318
20933 136
30548 21
12215 116
49298 191
36255 1
12271 154
37398 361
42372 333
62792 318
63602 207
47785 302
20894 185
36017 190
65613 32
48822 171
7344 282
GG0OS 438
17680 146

toans Memhers

0 29
0 22
] 48
7 8

1,221 65

1160 78

5176 42

4575 53

£371 5

2514 35

2340 59

3445 42

3780 38

7358 89

3918 75

5337 43

6163 69

475 43

7080 68

5567 12

3744 89

7553 70
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139C
122C
198C
179C
243C
Ll
246G
233C
206C
161C
2220
163G
235C
158C
245C
201C
219C
152C
148C
132C
251G
123C
261C
164C
124C
224C
267C
205C
2560
268C
134C
22eC
2176
2040
202C
192C
2250
165C
199C
143C
176C
207C
226C
135C
215C
168G
200C
1440
255C
1500

Kame of Gredit Unlon

Pinehurst CLU. Lid,

Halton Moor Co-0, Savings And CU. Lid.
St Francis (Eccleshill) CLU. Lid.
Seaton Bum CU. Lid.

St Mary's (Maliby) CU, Ltd

Hanky Park Savings And C.U. Lid,
Raby Boac CLU. Lid.

Bacup {Lancashize) G, Lid,
Overtwo Savings And CU. OD.
Thumscoe CU. Lid.

Elswick And Cruddas Park CU. Hd.
West End {Ashion) CU. Lid.
Beswick And Openshaw CU. Ltd.
South Bank Savings And UL Lid.
Benwell And District CU. Ltd.
Bumley West C1. Lid,

St Dominga (Liverpoad) C.U. Lid,
Fenham Gommunity CU, Ltd.

Piatt Brigge (Wigan) CU. Lid.

LC W (Chester) CU. Lid.

West Central Middlesborough GUL Lid.
BASECU. itd.

Cobholm Island CU. Lid.

Easicott And Central CU. Lid.

8t Matthews (Allefion} CU. Ud.

Finth Park Savings & Co-Opesative CU. Ltd.

Nechells GU. Ud.

Carmel CU. Hd.

Netherion Community C.U. Ltd.
Caribbean Parents Group CU. Lid.
Halewood Communiy CH. Lid.
South Dadington CU. d,

Little Acom G, Lid.

Johnson Fold (Bolton) CU. Lid.
Newbiggin Hall CU. Lid.
Casilefields CU. Lid.

New Brighton Community C.LL Ltd.
South Wallasey CU. Lid.

Sreali Heath And District CU. Lid.
E5 Tenants Association CU, Ltd.
TBNCU Ud

Jubiles {Ancoats) G, Lta,

St Edmunds (Castlsord) L. Lid,
Lee Bank/Highgate CLU. Lid,
Kingstanding ClJ. Lid.

St Gilbert's (Eccles) CU. bd.
Hebbum CLU. Ld.

Woodhouse Patk (Manchester) CLU. Lid.
Northwaod CL. Lid,

Three Bee's CLU. Ha.

Assets
12,080
12,690
12797
12853
4313
14401
14587
15038
15190
15377
1610
16,456
15042
19,725
20,754
21347
22101
22122
22,732
23417
24146
28371
24,284
24,788
25002
25173
25,338
25637
25,767
26,365
26658
26,066
26980
27004
28370
31203
31865
32313
32577
32978
33067
33468
35520
37004
40515
41035
41066
43010
44490
44564

Shares
10,348
1168
12099
9490
10,509
12235
9534
13520
n767
12,012
12486
12456
18807
17814
16,262
13817
24574
18,805
18,553
19,241
18194
19534
22633
23498
22828
21434
23,059
21923
20,759
24573
26677
24132
25061
25353
27146
31,080
27536
28,563
29980
28,406
25331
25593
34148
33734
37964
36302
34827
N3
39,304
39247

Loans Members

7041
130673
1592
8987
3333
1677
650
1759
5538
8,809
7621
5572
13692
7781
12503
14648
15132
13323
21518
13594
14908
3828
15956
8718
14,444
21703
13015
45834
7468
16,218
18568
§144
16,223
20204
23206
21280
30,369
22550
15,841
16119
20857
11050
32,660
26821
2716
10777
28,558
37527
31,765
39145

73
72
45
64
43
42
88
85
88
128
60
82
86
57
92
80
197
82
227
118
130
125
g1
89
N
16
16
67
150
87
225
133
74
08
107
244
173
239
120
130
7
85
176
285
M
130
288
237
154
291
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130
84c
me
87c
87C
180
95C
150
n7G
n4g
94C
86C
8ac
$1C
850
Bic

Hame of Gredit Union

South Shigids {Town Centre) CU. iid.
East Y. & C. Assoc. (Sunderand} CU. Lid.
Southwick C1 Lid.

Sparkbrook (B'ham) CL. Lid.

St Clare's GUL U

Handsworth Breakihrough ClJ, Lid.
Ladywood {Sirmingham) CL. Lid.

Huyion GU. Lid.

All Saints Community CL. .

Stanhope Street CU. Lid,

Newiown / South Aston GU. Lid.

Jubilee (Central Birkenhead) CLU. Lid,
Hattersley {Hyde) CU. Ldt

West Vale (irkby) CLL Ltd,

Sis Mary & Joseph (Newton Ayclifie) CLL Lid
Southdene CU. Lid.

1HC Norh London Adventist G.U. Lid.

Averages of credit unlans for 9 - 12 year group

One credit union in this group with missing data on AR20

107C St Walburga's {Shipley) CU. Lid.

36 Communily {non work-based] Credif Unions in England and Wales registered for more than

12 years

73C
5C

58C
7ic
480
75C
e
48C
42C
4G
69C
4C

500
48C
53C
86C
70C
15C
40C
74C
e

Name of Gredit Unlon

Cowgate C. U. Lid.

RHCC U Lid

Thumock C, U. Lid.

127 (Livernocl) C. U, Lid,

Hariow C. L. Lid.

Stoke Aldermoor {Coventry} C. U, Lid,
Tower Hamlets (Green Light) C. U. Lid.
Thameswood C. U. Lid.

Derby West Indian Assosiation C. U. Ltd
St Anthony Of Padua C, U, lid.
Seotswood Community C. U, UHd

South {ondon Catholic Carbbean C. U, Lid.
Wandsworth Community Centre C. U. Lid.
Homsey (F | A) Co-Operative C. U. Lid,
West Midlands Punjabee Savings C. U, Lid.
St Wilfred And Mother OF God C. L. Ltd.
Saint Anthony's {Clayion) C. U Ltd.

St Brigid's Save &And C. 1. Lid.

Credit Union {Wimbledon) Limited

Undeb Credyd Plaid Cymau G, U, Lid,
Falix Credit Union (Bradford) Limited

Assets
22472
22743
26295
27048
33790
38837
48273
40,566
50,852
55941
76,706
90,602
90865

101,306

11324
209887
263796

57,623

nfa

Assals
7863
12037
15682
16,145
18,761
19,515
22492
2410
24817
36,045
43385
45727
47625
58,544
62,326
67163
74,687
86,932
98,642
102425
108,668

Sharss
20714
20808
21878
25367
26192
33091
37402
44,460
42838

Loans Members

9635
14204
17545
1831

9580
15050
30854
38453
29680

50872 21723

70084
78,580

76131
83620

92143
180606
201534

48,429

nfa

Shares
10,735

8745
#4356
12583
16,871
18227
2001
21242
21338
31305
36646
43677
44,217
11,862
46,597
55458
63,282
7837
83849
87815
91852

43415
51795
77654
b7728
62010
132915
132024

33,555

n/a

it}
161

73
124

83
119
274
290
209
138
340
262
374
333
34
572
510

189

nfa

Loans Memhers
5726 40
g704 24
8567 102
4833 10
13850 124
15789 130
13734 82
2200 44
786 108
20036 83
23056 183
1\ 248
25861 123
357 234
32386 62
38820 20t
23813 136
B35 155
2116 200
78208 275
72356 272



Hame of Credit Union
13C  Pimlico C. U. Lid.
1C  Skelmersdale C. UL Lid.
20C  Forest Gate (E LW A) C. L. Lid.
53C  Chaplaincy Savings And C. U. Lid.
45C St Patrick's (Huddersfieid) C. U. Lid.
18C  Weston Faveli And Distict C. U, Lid,
35C St Catherne's (Didshury} C. U. Lid.
76C  Rofion PasvWinson Green C. U, Lid.
38C  Croydon Caribbean C. U. Hd.
16C  Leicester Caribhean C. U, [id.
17C  StTherese's (Port Talbol) C. U. tid,
62C Nelson Community C. U. Ltd.
26C St Columba's (Bradiord) Save And C. U. Lid.
25C  Gamberwel C. U, Lid.
6C  Pentecostal C. U. Lid.

Rverages of credit unlons In over 12 year group

Averages omiting St Columba's, Camberwell and Pentecostal, the

three credit unions with over 1,000 members

Averages

Assets  Shares
12338 130067
132334 116440
133450 121654
140933 124874
143372 120918
164089 151,244
179,084 153993
256237 242013
27704t 232582
287951 243,562
404,466 297229
467380 390,004
4744685 391652
793311 7083

213,711 18,146

N2278 B4485

isans Members
87438 326
71944 272
51458 480
67250 250
7223 189
88041 345
BE265 335
240984 775
102684 483
137980 362
226288 342
320376 T
4618 710

56786 2419

2720596 2195287 192885 1352

sag0e 370

64395 238

24 Community (non worl-based) credit unions in Scotiand registered 3 - 6 yoars

Mama of Gredét Union
94CUS  Charleston CLUL Ud.
76 CUS Stevension CU. Ltd.
67 CUS Cowie Communiy CL. Ud.
87 CUS Ainess CUL Lid.
95 CUS Dalkeith & Dishict CU. Ud.
92 CUS Persevere CU. Lid.
90 CUS Kimamock CL, Lid.
93 CUS Bute CU. Ud.
69 CUS Forward Centre Associates CL, Lid.
B4 CUS Royston Gemiston {Glasgow} CU. Lid.
91 CUS Gorgle/Daly CU. Lid.
85CUS Pollok CU. Lid.
78 CUS  Abronhill CLU. Lid,
B0 CUS Newmains G, Ltd.
B8 CUS Kidkiands CU., Ltd.
75 CUS  North Alrdrie CU. Ld.
81 CUS Barhead CU. Ld.
76 CUS  Haghill, Dennistoun CU. Lid.
74 CUS  Northforge CU. Lid,
83 CUS Ruiherglen Co-Operative CU, Lid,
73CUS  Knightsclifie Temple CiJ. Lid,
86 CUS  Marnyhill G, Lid,
77 CUS  Shetileston Tolleross GU. K,

Assets  Shares
BO0S 5710
13385 12187
15766 9777
18919 1774
20130 17355
21181 18810
26966 24059
326879 31086
38671 304
34734 31885
36891 35809
54871 48747
55703 49873
£7895 60485
89314 §1592
107667 92540
108607 88344
119,328 104,434
120639 104,182
132733 1160895
201416 191,388
221582 189,020

Leans Mambers
£93 80
10,618 117
7999 95
7583 115
7761 115
7339 109
9683 1%
14,088 194
15569 61
27610 190
18,358 118
43501 245
44464 206
66,841 286
%2 393
72188 518
89297 38
768840 522
86190 308
102368  5B2
47703 608
183030 752

378147 371256 333656 1169

Towards
sustainahle credit union
development

& Research
Project

pago 19




pogo 20

Name of Gredit Union Assels  Shares  ioans Mambers
68 CUS Blantyre CU. Lid. 414401 357818 281050 1085

Rverages 97233 810N 12442 356

Averages omitting Shettleston and Blantyre, the two credit unions
with over 1000 members

Averages of remalning credit unlans in group 70047 61846 G086 286

25 Community (non work-based) credit unions in Scotland registered 6 - 8 years

Hame of Eredit Halon fssets  Shares  Loans Members
40CUS  Bathgate CU. lid. 13013 13410 12681 127
63CUS  Westquarter And Redding Community G4 Ltd, 20898 19117 15547 1
57CUS  Menzieshili Community GU. Lid. 24507 18868 14670 g2
36CUS  Ayr Co-Cperative CLU Lic. 34073 2859t 3013 158
52CUS  Finmill CLL. Lid. 38264 33573 2703 489
33CUS  Gilenbum CL. Lid. 40961 36644 30834 17
B5CUS  Kilwinning CU. Ud. 46304 42786 30338 208
32CUS  Wester Hailes CU. Lid, 47054 40884 43633 240
B6CUS  Renfrew CL. Lid. 49208 43623 46413 214
38CUS  Bmomiands And Bourreehill CL. Lid. 51202 44610 50216 294
50CUS  Raploch Cammunity CUL Lid. 54293 44073 27467 146
45CUS  Galt CU. iid. 54837 33501 29558 148
41CUS  Ruchill CU. Lid. 62143 57298 53663 233
48CUS  Rucharie Garthamlock And Craigend G Ltd, 70338 63513 49894 32
54CUS  Greater Springhum ClJ. Hd, 79743 83184 70038 457
31CUS  Chryston And District CJU. Lid, B2819 73778 58361 262
3BCUS  Benary CU. Lid. 85772 73753 55180 227
60CUS  Notth Easterhouse CL. Ud. 107601 96206 81241 436
53CUS  Ceniral Easterhouse CU. Lid. 109182 94808 78544 559
§2CUS  Greater Milten CU. Ltd, 126341 114462 85454 583
46CUS  Gorbals CUL Lid. 147807 130716 118530 383
56CUS  Port Glasgow CU. Lid, 154017 133525 4137 747
47CUS  Dumbaron CU. Lid, 268135 245315 233233 815
43CUS  Castlerilk CU, id. 205081 254425 1B5785 829
64CUS BCDCU id 408349 350909 308820 1259
Averages of cradit unlons In 6 - 9 ysar group 99,992 81634 75559 382

Insufficient data available on this credit union
58CUS  Govanhill & Crosshill C.U. Lid. 47443 47942 37547 n/a

Averages omitting BCDOU. td, the one credit union with aver
1,060 members

Averages of ramalning credit unlans In group 86,020 76,200 G5838 345




5 Communily {non work-based) credit unions in Scotfand registered 9 « 12 years

Name of Eredit Union Assets  Shares  Loans Members
28CUS  Irvine Norh CUL Lid, 103622 90297 83918 338
25CUS  Linwood (Renfrew) CL. Lid, 120527 107664 87883 463
21CUS  White Cart CU. Lid. 126589 106134 100572 300
24CUS  Hamiton CU. Ltd. 172249 144960 121262 562
30CUS  Cumbemauld South CU. Lid. 176547 159547 129686 376
Avsrages 139,807 121,716 104,684 408

25 Community [non work-based] credit unions in Scotfand registered over 12 years

Name af Eredit Unlan Assets Sharss  boans Memhers
12CUS  Credit Union (Whitbum) Ud. 35182 3018 28352 il
13CUS  Rhu And Shandon CU. Lid. 47287 39543 34429 ac
19CUS  North Edinburgh CLU. Ltd. 71688 59970 68295 431
15CUS  Croy And Kilsyth CU. Lid. 100575 84739 70938 125
13CUS  Faifiey G4 Lid. 103375 82081 69570 206
20CUS  Peniles CU. Ltd. 207290 186598 165129 573
16CUS  East Clydebank CU. Lid. 314437 200056 201735 578
18CUS  Greenock East CU, Ud. 341609 288574 203718 1M46
4CUS  Cranhill U, Lid. ATT702 401525 384406 828
10CUS  Vais Of Leven CU. ltd. 496738 454916 429141 1363
5CUS  Drumchapel Community CU. Lid. 620176 520968 352420 1304
6CUS  Johnstone CU. Lid. 773016 692009 643330 1551
1CUS  Mosshill CU. Lid. 784577 690325 638092 165G
17CUS  East Kibride CU. Ud. 1066989 880796 89175 2363
2CUS  Newarthili CU. Hd. 1638966 1361438 1318879 3138
3CUS  Dalmuir CAL Lid, 2313516 2567386 2704012 5240
Averages 624506 539445 513385 1294

Averages omitling Newarthil, Dalmuir and East Kilbride, the
three credit unlons with over £1 milfion in assels

Averages amitting the ahove three 336436 283,961 253812 766

Worl-based Credit Unions - England and Wales

Kame of Cradit Unlon Assels  Shares Loans  Members
Ragistered 3 - 6 yoars
309C Norwich City Gouncil Employees' C. U, 1id, 55338 48845 20970 83
392C Satford Unison €. U. Lid. 69031 63600 58544 126
382C Cpen University Employees C. U, Ud. 90685 79286  5B4S 215
353C Dudley Mbe Emgloyees C. U, Lid. 95948 BBA7S 37227 123
374C  North London Chamber And Enterprise C. U. Lid. 127477 58413 54483 142
370C North Wales Pofice C. U. Lid. 161520 148070 147069 332
304C Telford & Wrekin Council Employees C. U. Lid. 177899 161566 128614 314
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338C
342C
J60C
384C
J08C
280C
303C
354C
345C
286C

Name of Ceedit Unlon

Staffordshire Fire & Rescue Senvice C. U, Lid.
Calderdale Mbc Employess C. U. Lid.
Cieveland Constabutary C. U, lid.

Cily Of Bradford MetDist. Council Employses CU. itd.

West Midlands Fira Service Employees C. U Ud
Blues And Twos C. U, Ltd.

Metropoiitan Berough OF Wiral Employeas C. U, Lid

tiverpeat City Council Emplayees C. 4. Lid.
Plane Saver C. U. Ud,
Voyager C. U. Lid.

Averages Of 17 Credit Unlans 3 - 6 Yrs Ol

Kama of Credit Unlon

Rogistered 6 - 8 yoars

182C
138C
238C
218C
1480
185C
208C
257C
264G
1310
213C
180C
170C
120C

North Tyneside Employees G, U. Lid,
Leicester City Councit Employees G, U, Hd.

London Borough OF Hilingdon Employees C. U. Lid.

Waltham Forest Coungil Employee C. L. Ltd,
Hertiordshire Constabulary C, U, {td.

Sefion Counci! Employees C. U, Lid,

Devon And Comwali Constabutary C. U. Ltd,
Neweastle City Council Employeas C. U, Lid,
East Midiands Postal Workers C. U, Ud,
Durham Constabulary C, U. Ud.

Metro Rochdale Employess C. U. Ud.

Great Notth Two Thousand (Transpor) C. U. Lid.
News Intemational C. U, Ud.

Memeyside Police C. U, Lid.

Averages Cf 14 Credlt Unlons 6 To 9 Years

Name of Gredit Union

Registered 9 - 12 years

16C
83c
85C
80C
108C
10C
100G
98C
88C

Co-Operative Coliege C. U. itd.
Commonwealth Secratariat Staff C. U, Lid.
Basildon Councll Employees G, U. Ld.

Radio Taxicabs {London) C. U, Lid,

Harlow District Councii C, U, Ld.

Northumbria Police C. U, Lid,

Dial-A-Cab C. U, Lid,

Birmingham City Councit Employees C. U. Lid.
Leads City G, U. Ltd,

Averapes (M 8 Gredit Unlons 9 To 12 Years Bid

Assels
251868
266,366
280429
482,624
539,703
892223

1308783
1727527
20065306
2152,063

620,353

Hssets

178,392
201877
236239
266950
272400
337208
368481
583630
§11138
736365
743892
782098
1015027
1341325

548,287

Assets

20302
272814
276642
283,804
555,582
633249
742183
1578512
4045658

935527

Shares
227454
244628
250,354
450040
492316
826146

1,044,820
1584605
1045822
2001474

87,548

Shares

155442
179256
204107
230,066
248,254
317
3306880
549150
560819
626155
g4r2n2
666,082
873240
a7

51197

Shares

17163
228151
251,305
246422

455333
531922
666,715
1480321
676992

835,360

Loans
237003
245,347
221957
256877
327580
741063

1,001,800
1609452
1711534
2038369

523,708

Loans

107419
199,875
178208
2106628
174078
310546
326557
409,356
383949
532422
728607
756488
950,497
1127933

%5708

Loans

8228
247289
219228
224158
473312
593167
611,033

1180,781
3880810

826,525

Members
304
392
370
1417
833
1684
1,769
3465
2440
2720

868

Members

427
334
210
342
408
644
383
1304
815
686
985
084
815
2324

165

Members

43
189
383
385
540
615
577

3267
5181

1,242



Name of Gredht Uidon Assets
Rogistored over 12 years
41C  North West Newsagents C. U. ltd. 36059
68C  Coveniry Local Government C. UL Ltd. 55991
50C  Planemakers Warton) Employess C. U. Lid. 300,864
40 APLC U Ud 564,126
43C  Raychem C.U. id 683,204
B8C  Fitney-Bowes Employees G, U. Lid. 778132

7IC  Merseyside Passenger Transport Employeas C. U. Lid. 153351
64C  Southwark And Kings Employses C. U Lid, 1863550
2CL. TDACGU Ud 2446721
79C  Mid West Police C. U, Lid. 4916979
78C  Greater Manchester Police C. U, Ltd, 5809181
Averages of 11 Credit Unlons Gver 12 Years 0id 1,725,302
Work-based Crodit Unions - Scotland

Name of Gredit Unlon Assets
Registered 3 - 6 years
114CUS  Edinburgh Hackney Cab Frade C. U, Ld. 65337
101CUS  Tayside C. U. Lid. 270,308
79CUS  Grampian Regicnal Employees . U. Lid, 523192
72CUS  Glasgow District Postal Warkers C. U. Lid, 1602853
Averages of credit unlons In 3 ~ & ysar group 615422

Registored 6- 8 years
Name of Gredit Unlon Assets

B5CUS  First Scottish University C. U, Lid. 108510
51CUS  First Shipbuitders C. U. Lid. 247347
37CUS  Strathelyde Police (Federation) C. U, Ltd. 4,208,686
35CUS  Capital C L. Lid. 4513695
B1CUS  Scoiwest C. U. Ud. 8604418
34CUS  Glasgow Council C. U. Ud, 10,846,080
RAverages of credit untons in 9 - 12 year group 4921198
Registored 8 - 12 years
Namg of Eredit Unfon Assets
27CUS  Co-operalive Wholesale Sociely
{Scotland) C. U. Lid 1213183

Shares

29724
53899
268,716
445596
575,707
653630
1,296,035
1,556,557
2,080,283
4066850
4718812

1,420,707

Shares

58,741
235612
535968

1408166

559,627

Shares
94,256
191670

3594628
3934156
8.316,645
9132885

4,210,708

Shares

1,020,598

loans

30120
38609
245219
457926
615,766
603352
11450987
1487334
1,998,670
3432091
3975340

1,276,322

Lyans

58026
193299
497154

1412987

540,367

taans
80038
155596
3372628
3945424
8476318
10,220,850

A 375,154

inans

1012782

Members

B84
178
2%
856
636
857

1673
1649
2421
4045
4685

1552

Members

123
558
887
2626

1,049

Memhers
151

498
4244
6460
12711
0940

5,656

ffembars

1085
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Name of Credit Unlon Assets Shares Loans Members

Registored over 12 years

OCUSGlasgow Licensed Taxi Trade C. L. Lid. 1133306 857520 1088790 1205
14CUSSeottish Passenger Transpoer G, U. Ld. 3120858 2752573 2979276 4752
Rverages of credit unfons In mier 12 year group 2105982 1855047 2034533 2978
Economic Uiahility

The issue of the sustainability, or viabllity, of credit uniens is at the heart of this research project. As Ferguson and
McKitop point out, visbility and, in padicular, Enancial viabiity is “subject to a myrad of definitions and
interprefations™. On the one hand, to some credit unions, it might mean survival and just paying the bilis, whist
fo others it means self-sufficiency, adequate reserve levels and the ability to pay a dividend on members' shares,
in order to avoid iengthy debate, and for the purposes of this analysis, the Birmningham Credit Union Development
Agency classification of the levels of growth that lead to selff-sufficiency has been adopted as & basis for the
assessment of the economic viability of credit unions. This classification formula is now & number of years old
and the figures quoted are, by any measure, very modest. However it does provide a benchmark that has been
discussed and accepted within the wider credit union movement. This classification was quoted by Ferguson and
MeKillop (1997) and defined by them as follows™:

Ltovel 1

This is the basic level and occurs when the credit union has approximately £20,000 in assefs including at least
12,000 on loan to members. Taking account of some limited slow payment of loan interest, yearly income
should, with deposif account interest, exceed £1.300. This should be sufficient to pay all the credit union’s costs,
provided accommodation is rent free. There will, however be very little surplus.

Lovel 2

This level octurs when a credit union has assets of 840,000, including over £24,600 on loan. Deposit account
and foan interest should generafe an income of approximately £2,600 per year This will enable the credit union
{o cover its expenditure, build up the financial reserves of the credit union or pay a small dividend.

Lovel 3

When a credit union has reached £160,500 in assets with over £86,000 on Joan to members, income should
exceed £10400 a year At this point, as well as covering the expenditure of Levels T and 2, the credit union
should be in a position to pay a part-time worker  Funther progress will also have been achieved in the
build-up of reserves and in the payment of a dividend to shareholders.

Lovel 4

With £400,000 of assets and over £240,000 on loan {e members, income should be approximately £26,000 per
year. In addition to covering the expenditures detailed in Levels T and 2, the credit union should be able fo
smploy either a fuil-time staff member of a number of part-time employees. At this juncture the credit union
should have a reserve asset rtio in place which meets the requirements of the 1978 Credit Union Act as well
as providing an adequate dividend rate on members’ shareholdings”

=Fempson and MoKitiop, Tha Stategic Develonmant of Credi Unjons. Wiksy (19977 py. 63
“hid, pg. 99




Ferguson and McKillop explain that only Level 4 credit unions “are defined as self-sufficient and economically
viahle undsr the criteria utifised by the Birmingham Development Agency”. Level 1 cradit unions are operating
at a basic level and just able to meet costs so long as ihey are receiving free accommaodation.

The classification was applied to the 447 community and 83 work-based credit unions who had submitted an
AR20 for 1997 by the end of Septernber 1908, The figures for total income, tota! loans and jotal assets used in the
classification were of that date. The resulls were as follows:.

England and Wales - 348 Community (non work-based) Credit Unions

Levei 4 over £460,060 4 5

Level 3 £160,000 - £400,000 1 16
leve] 2 £40,000 - £160,000 67 89
Level 1 £20,000 - £40,000 65 98
Unclassified 0 - £20,000 140 140

NB. one credit union had insufiicient data for classification

The credit unions, noted as being within the asset range but, failing to meet the critera for classification at
particutar levels had, usually, either 2 lower tolal loans cutstanding figure or had generzled less tetal incorne than
the classification requires.

The important resutt is that only 4 community credit unions in England and Wales are recognised as self-sufficient
and economically viable under the critena utiiised by the Bimingham Development Agency. Only 11 reach level
3 classification.

Of the 140 credil unions (40% of the total) failing to even meet the basic level 1 classification, the breakdown of
the number of years these credit uniens have been regisiered is as follows:

" aver 1 years

8 9 - 12 years

36 6 - 9 years

40 3 - 6 years

50 under 3 ygars
Tatal 140
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B64% of all the credit unlons failing to meet Biminghanys basic leve! were in existence for more than thres years.
Scotland - 88 community (non work-based) credit unions

Scotland - 99 Communily {non work-based) Credit Unions

level 4 over £400,000 10 16
level 3 £160,000 - £400,000 g 10
Level 2 £40,000 - £160,009 44 44
Lavel £20,000 - £40,000 16 18
Unelassified 0 - £20,000 16 16

Significantly, in Scotland credit unions perform better than in England and Wales. All 10 credit unions in the lavel
4 gssel range meet ihe crileria to be classified as levet 4 credit unions. 63% of all community credit unions in
Scotland mest the criteria for classification in Jevels 1 - 3 compared with only 235% of community credit unions
in England and Wales.

Ofthe 16 credit unions (16% of the total) failing to meet the basic level 1 classification, the breakdown of the num-
ber of years these credit unions have been regisierad is as follows:

0 aver 12 years

)] 9-12 yaars

1 6 - 0 years

& d - 6 years

1 under 3 years
Total 16

31% of all the communily credit unions in Scolland failing to meet Bimingham's basic ievel, compared with 64%
in Engiand and Wales, were in existence for more than three years.

England and Waloes - 70 work-based Credil Unions

Level & aver £400,000 29 29

Level 3 £160,000 - £400,000 13 10
Level 2 £40,080 - £160,000 10 12
Leve! 1 £20,000 - £40,008 3 4
Unclassified 0 - £20,000 i 8




Towards
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deveiopment
As expected, a much larger percentage, 43%, of worke-based credit unions make ievel 4. 60% make level 1 or levet A Research
2. Al unclassified credit unions were newly registered in 1996 or 1997 Proje ctL

Scotiand - 13 work-based Craedit Unions

tevel & over £400,000 g 9
tevel 3 £160,000 - £400,600 2 2
level 2 £40,000 - £160,000 2 2
level § £20,000 - £40,000 - -
Unclassiied 0 - £20,000 - -

84% of all work-based credit unions in Scotland make efther level 4 or 3.

in trying o identily why credit unions in Scotland cutperform those in England and Wates, Donnelly and Haggat®
identily a stronger history of mulual activity and co-operative trading, the links between Scoliand and Irefand, local
authority support and the qualily of volunteers. Certainly, something in the history of credit union development in
Scolland has made a difference to the way many, but not all, credit unions peronn. This issue is specifically
tackled in the case study of Daimuir and East Kilbride Credit Unions in Chapter 6.

"Donnelly R and Haggelt A, Cregit Union in Brisiin, g gecade of arowth, The Plunket Foundation 1997 pg. 28
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Chapter 3 - Natlonal Gredit Unfon Survey Findings

257 credit unions responded to the quastionnalre. This significant sample represents approximately 48% of the
530 credit unlons that submitted a 1997 ARZ0 by October 1998,

The 257 respondents reflected a wide range of credit unions both with regard to type, size, age and location. For
the purposes of this research, as in the previous chapter, associational cradit unions are divided beiween
work-based credit unions (2. taxi drivers, passenger transport etc) and non woricbased credit unions (mostly
those associated to churches or other fomns of organisations). The grounds for this division are not only ease of
analysis but an attempt to comelate associztional credit unions with the fype of credit union closest to them,
Work-based associational credit unicns have been included within the woribased category, alf others have been
inciuced within the community category.

51 work-based credit unions and 208 community credit unions replied to the survey. 205 were from England and
Wales and 52 from Scotland.

To assist in analysis, credit unions are alse divided by assets foliowing the asset levels in the four broad lsvels of
growth identified by the Birmingham Credit Union Development Agency®. As might have been expected, 72% of
credit unions having more than £400K in assets are woricbased credit unions, However, It is important to note that
28% are community credit unions. Interestingly, in the asset range £i60k - £400k 55% are communily
crecit unions and 45% worichased credit unjons.

Total 68 43 M 22 R
Community 68 a7 63 12 1
Work-based 0 2 B 10 28

Credit unions are also considered by age:

Credit Unlons In group 42 42 A% 7 57

Respondents are also analysed in terms of asset and member growth mle. Assel growth rale is calculated by
dividing curent assets by the number of years registered, Credit unions are then banded into three growth rate
groups; stow (less than £10k increase per annury), medium (E10k - £50k increase per annum) and high (over £50k
increase per annum), Newly registered cradit unions are not, of course, given a growth rate. Overall 44.35% of
credit unions are calculaled at siow, 32.68% at medium and 175% at high growth rate. However, it stands out that
98% of ali slow asset growth rafe credit unions are communily credit unions and B0% of afl high growih raie
credit unions are work-based credit unions.

*The Registy confirned that there were 584 registered credil unions in England, Wales and Scotiand at the ond of September 1997 By the end of

October 1988 84 of theso cregit unions had no! submitied ar AR20 and thercfore ro statistical data wad availzbla about them,

#Sen Chapter 2 - Bimingham Credit Union development Agency's analysis of the ecanemic viabifity of credit unians. of Ferguson C. and MeKiliop D,
iopment of it Unigns. John Witey 1937 pg. 99
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redit Unigns
Sommunity 112 8 1N
Work-based 2 10 36 3

Figures refate to ihe number of credit unions in each band

Member growth rate is calculated by dividing the cument number of members by the number of years in
operation and then grouping the credit unions into five bands ( those with a per annum increase of 20 members,
of 26 - 49 members, of 50 - 99 members, of 100 - 199 members and over 206 members). 1t is interesting to nole
that, here, there is a more even spread of community credit unions across the bands. Perhaps this incicates that
community credit unions are better at attracting members than increased savings deposits, However, it shouid
be noted that the bands are based on very modest per annum increases. Worchased credit unions
represented 61% of all band 5 credit unions, community credit unions represented 68% of all band 4 credit unions.
It is noticeable that 159 {81%) of the 195 banded community credit unions are within bands 1 - 3, whilst 33 (66%)
of the 48 banded work-Dased credit unions are within bands 4 and 5. This indicates a much higher member
growth rate among worle-based credit unions,

Al credit unlons 51 67 58 34 33 14
Gommunity 48 62 49 23 13 1
Wark-based 3 5 g 1 20 3

Figures refate to the number of credit unions in each band

For purposes of analysis, respondents were also divided between the 185 (72%) credit unions that were sef up
with the help of a credit union development worker and the 71 (28%) that were not This indicates the role
development workers play within the credit union movemsant.

fiiala Sarvey Andings
The findings of the survey ar analysed below in the order of the numbeting of the questionnaire™

Q2 What was the main reason for setling up a Credit Union?

The responses, which accounted for over 10% of the total replies in each group, were:

AZeq Appendix |




slow | high slow | high

to heip bulld or develop the 50% | 80w

32% 1 1% local community

{0 provide 8 sewice to employses

W% i 33% the selief of poverly 50% 9% 1o provide low Interest loans

because of unemployment/iow

% | 22k pay In the local community

339 tg provide a convenlent local

4,
19% financial service to the community
15% 0% to provide iow intergst loans

Community and work-based credit unions offer cifferent easons as to why they were founded. These betry
differing understandings &s o the purpose, and the nature, of ¢reddt unions. Work-hased credit unions have a
clear focus on providing a sewvice, patticulady a financial sewvice, to their members whereas community credit
unions have much broader perspectives around a range of social and economic goats. Overall, both high and
low asset growlh communily credit unions have a similar range of perspectives. They both stress their
commitment to low income groups. However, & is significant that 33% of high asset growth community credit
unions state that they initiaby intended 1o provide a convenient local financial senvice fo the community, compared
with only 19% of the siow asset growth credit unions, High growth communiy credit unions gave more weight to
offering a financial senvice rather than developing the community, Thair commitment to low-income groups seems
{o be through offering this semvice. Lika high growth work-based credit unions, thelr semvice is not described
mainly in terms of providing low inferest loans.

Q3 What were you or the original volunteers brying lo achieve when your credit union
was first established?

The overall responses to this open-ended guestion by each group were:

34% c0I;&S:{g,gﬁggﬁ;?é%%mggﬁ;as]mm 67% to provide 3 senvice 10 employees
24% to provide fow Interest lpans 13% 1o provide low interest loans
% the relief of poverty

11% to help peaple manage thelr money

16% {0 offer advice/support to local people

“$po explanation of siow, modium and high asse! giowil credit uaians eadicr ia {fis chapter
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As in question 2, a similar difierence emerges between community and work-based credit unions. Community
volunteers have a wider range of aims in sefting up thelr credit unions than those in work-based cradit unions.

Q4 When you first sel up the credit union what sort of organisation were you aiming to set up?

The diftering perspectives of communily and wori-based credit unions, with respect o their original aims, is again
visible in the repiies 1o this question. 96% of all work-based credit unions stated they were aiming to set up a
financial instiution or co-operative. 83% of all community credit unions replied they were aiming to set up either
a community develcpment project or senvice for disadvantaged people. Only 8% of community credit unions
aimed originally 1o set themseives up as financial institutions. This perceniage varies fitle with respect to the size,
age or location of the credit union. it is interesting to compare this reply with that of question 7 in which 47% of
all community credit unions and 58% of all communily credit unions with over £160k in assets consider # 1o be
very imporiant today to undemstand the workings of a financial inslitution. This seems to indicate that the
development of community credit unions in Britain has stressed soclal and community issues in a way that falled
te link them cieary to financial and economic perspeciives.

ik Sort of Organisation Aiming o Set Up

50—

AG—|

30—

20

10

0
AFinancial A Communky ALo-operative A Senvice for
Institutlen Bavelopmant Disatvantaged
Projett People

G5 This quostion was abouf how realistic wore peoples, expeclations in setting up and running
the credif union.

Seolling-up

63% of all communiyy credit unions stated ihat setting up their credit union was more difficuit than expected.
Nearly a third felt it was much more dificult than expected, This seems to confinm the research hypothesis that
many community volunteers were originally under the impression that sefting up a credit union was easier than
it actually was In practice. Work-based credit unions did not experience the same problem. 50% said sefting up
the credil union was what they expected with only 15% saying # was much more difficult than they had
expected.




Statistically interesting is the fact that 419 of communily credit unions, registered in 97/98, said that sefting up the
credif union was much more difficull than expacted compared with only 21% of credit unions regisiered before
1988. It is perhaps hasty to deduce thal setting up a credit union is becoming more difficult but certainty 75% of
people involved in the 41 credit unions registered in 97/98 found setfing up the cradit union either much more, or
a bit more, difficult than expected, compared with 47% of credil unions registered before 1988,

Day-to-Day Running

B64% of community credit unions said that the day to day running of the credit unicn was mare difficull than
expected, This compared with 57% of work-based credit unions. 27% of community credit unions said that the
day to day running of the credit union was much more difficult than expected compared with just 15% of
work-based credit unicns. Both communiy and work-based credit unions are finding running credit unions more
demanding than they had expected, with communily volunteers finding ihem the mast difficult

Asked, in an open question, why they found running the credit union to be more difficult, the foliowing responses
were given:

31% the difficulty recruiting and keeplng 249, did not reallse how much work and time

volunteers would be Involved

253, did not reslise kow much work and time 17% difficuities with registration/undemstimated
would be involved ® | or did not understard legalities/red tape

17% tack of husiness/administrative skilis 17% the difficulty recrulting and keeping
. amongst volunteers and/or directars ° volunieers
48, difffculties with reglsiration/underestimated 14% lack of business/administrative skills
¢ or did not understand legalitles/red tape amongst volusteers and/or directors
10% | dificutles In atvacting mempers | 10% | 8ok of support from ABGLL or other credi
u

Only those mespenses over 10% of the toial replias in each group are givan

The difficulty of recruiting and keeping volunteers is ¢learly the main concemn of community ¢redit unions as is the
amount of work and time invelved in running the credit union. The research hypothesis claimed that many
volunieers were struggling fo meet the demands of munning the sredit union and this seems {o De suppored by
these replies. Employee credit unions are also finding nnning the entsrorise demanding it they ae not
wonying as much about finding volunteers. Undoubtedly this arises from having greater pald staff suppot One
noteworthy response by 17% of both groups is about the lack of business and administrative skills amongst
volunteers and directors.
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Q6 and Q7 Credit unions were asked to indicate, from a given list, the factors they felt were
important when they sef up the credit union and those they felt are imporiant today. The replies
wore as follows:-

Community Credil Unions

{uite important Quite Important
Business skills 4B8% 38%
E{Eﬁng a forma] puslress 379 33,
{wr;glaﬂg;mam and financial g0, g%
Voluntesr supporn 6% 5%
Grant ald 30% 35%
Sponsorship 3% 6%
Permanent office premises 21% 20%
Pald staff 12% 22%
Shop on o o
?mrg—gé%%[rsstggosa pledge of 8%, a1y,
Having ¢lear social goals 41% 35%

The ahove table indicates voiunteers’ significant leaming and changes of perspective since they began to
manage and run their credit unions. Many more credit unions are now seeing how imporant it is to have
business skills and te understand the workings of a financial institution. Both these factors, in terms of being
regarded as *very important’”, have increased by over 100%. Significant changes in volunigers' understanding are
also recorded for having a format business plan, management and financial training, shop front premises and
being financially viable without the help of granis. Inlerestingly 29% of cammunily credit unions think 1 is
imporiant to have a pre-regisiration pledge of membership. This American praciice gathers promise pledges of
membership from potential members before registration. Typically, US community development credit unions
would be advised rot io register without 500 or 1000 pledges® The significant rise in interest in this practice
probably indicates the struggle to increase membership experienced by many credit unions.




Some differences with regard to more recently registered credit unions were noted. The mean scores™ of
credit unions registered after 1894, taking into account standard enors, indicated that they had a slightiy greater
appreciation, when starting up, of the importance of business plans, of management and financial fraining,
volunteer support, shop frant premises, sponsorship and also of grant ald. 49% of credit unions registered afier
1994 considered having a business plan to be very imporant compared with just 23.5% of those registered before
1993 These aifferences probably arise from the Registy's greater siress on business and financial planning.

One conclusion to be drawn fram the abave data is that many credit unien volunteers were not fully aware, despite
any training or support they may have received, of the important faciors 1o have in place before setiing up a
creddt union. It is therefore interesting to see if there are any differences between slow and high asset and
membership growih rale credil unions with regard to what they saw as very imporani, when they set up their
credit unions, which may explain their greater success. The foliowing fable compares slow and high growth
cradit unions:

Communily Credit Unions - very important when selting up the credif union

Buslhess skllls 17%
Understanding the warking 958
of a financlal Institution

Having a formal business

plan 30%
Management ang finanglal

training al%
Voiunteer support 92%
Grant aid 45%
Sponsarship 0%
Permanent office premises 44%
Pald staff 3%
Shop front braneh or

collection point 30%
Number of different

collection points 30%
Pre-registratien pledge of 039,
membership

Belng financially viable 5%
without the help of grants ?
Having clear social geals &4%
*See Chaptor 6

“Mean score miers to the sttistical figure given to @ group of mspondenis mplying to 3 particular question within tho suney It indicates tha
overall choice of the groug between, for cxample, very important, quile impotant, not vary impoant and not gt aif imponant Scores would run fom
1 fvory imporant) to the score 4 {nat very important). The averago scoro of the group indicates direction of choice. Adjustments for standard enors
ate also made
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The table on the previous page indicates that high growih rate credit unions, whether in respect of assels or
members, differ fom stow growih rate credit unions in the importance they gave, when they set up their credit
unions, to having businass skilis, business plans, management training and undersianding the workings of a
financial institution. The high importance given to having a pre-registration pledge of membership is also
significant as it perhaps reflects the commitment demonstrated by these credit unions o growlh and
membershin recrultment. Alongside a greater business development approach there is greater importance given
to being financiatly viable without the help of grants. None of these differences, change the commitment of these
higher growth credit unions to having clear social goals. Neverheless, the conclusion to be drawn is that
community credit unions that begin with a greater understanding of business and financial affairs succeed
hetier than those that do not. There must be some futher conclusion here to be drawn about the promotion and
trining programme for credit unions, Credit unions seem j0 have been put forward for registration, despite the
efforis of the Registry, that have had insufficient grounding in business matiers. Only 17% of slow asse! growth
community credit unions { which form the largest single group in Britain and of which 108 replied to the survey)
considered business skills 1o be *very important” when setting up a credit union.

Significant findings, that indicate differences batween slow and high growth rate communily credit unions, relate
to what is seen as impodant today  The most significant differences emerge in comparing slow and high
membership growth credit unions:




Cammunfly Credit Unions - very important today

Stow Stow [band 1}
Business skiils 45% 44%
e e | i
ﬁ;\gng 2 formal business 6% 6%
tl‘faai?}?[?;ment and finaneial 50% 55%
Voluateer suppeit 93% §9%
Grant ald 40% 32%
Sponsorship 6% 13%
Permanent office premises 62% 45%
Pald staff 3% 8%
St or it o
e of g
fnrg-ﬂq%gel;iﬁgon pledge of 30% 979
Having clear social goals 48% 43%

Increasing membership may be a more demanding business enterprise, in some circumstances, than increasing
assels. This was & paint made by Nige! Fawcett of the Registy of Fiendly Societies, at the London sesearch
workshop. It may be one reason why high membership growih fate commundly credit uniens indicate more
significant differences to slow growth credit unions in respect o what they penceiva 1o be Imporant today than
do high assel growth rate credit unions. 75% of high membership growth credit unions see business skills as
very imporiant and 91% see the same imporance of having a cument formal business plan. 82% regard
management training as very imporant and $1% indicale the importance of premises. 73% stale being
autonomous and being financially viable without grants as bsing very imporiant and a significant number,
proportionally very noficeable, see paid staff to be very important | is to be noled that none of these
perspectives alter the way in which 82% of these high membership growth rate credit unions still see social geals

10 be very important.

Towards
sustainahle credit union
development

A Regearch
Project

page 37




page 38

Work-based Croedit Unions

Quite Important |

Quite Important

Buslness skilis 53% 35%
sy o Mg 2o
Having a formal business 1% 243,
plan

Eﬂraa'g?ﬁgmem and financial 49% 243,
Volunteer support 29% 26%
Grant ald 25% 19%
Sponsorship 26% 27%
Permanent office premises 21% 12%
Pald staff 21% 12%
S o o
gg?r]%g;rsst]qa%gun pledge of 8% 98
o il vl
Having clear so¢ial goals 7% 38%

A simifar leaming curve, which piaces much highar imporiance on business and management skills, as well as
premises, paid staff and financial self-sufficiency, bas also arisen within the praciical experience of work-based
credit unions. Differences in approach among work-based credit unions arise more particularly among low and
high membership growth credit unions. 72% of ali work-based credi unions displayed high asset growth but only
40% were in the highest membership growth band (band 5). It is interesting to compare credit unions In band §
with those in the lower 1-3 membership growth rate bands. Often increasing membership, in work-based credit
unicns as in community credit unions, is a more demanding business development preject than increasing

assets.




Slow and high membership growth rate Work-based Credif Unions

Siow {bands 1-3} 16 Cradit Unlens

Business skills 48%
Understanding the worklng 50%
of g finangial institution

Having a formal business "
plan 42%
Management and financial

walning Ab%
Volunteer support 53%
Grant aid 2t%
Sponsarship 5%
Permanent office premises 66%
Pald stalf 42%
Shep front branch or 8%
collection polnt
Number of different 1%
collection points

Pre-registration pledge of 46
memberstip °
Belng financlally viabls 56%

without the help of granis

Having clear social goals 32%

The above iable indicates that high membership growth workbased credit unions have cerlain differing
perspectives, or priorties, to slow membership growth credit unions. Over 70% of the group have a much firmer
commitment te financial viabliiy, permanent premises, paid staff, business skills and developing & financial
institution, There is a much lower commiiment overall (o these factors within slow membership growih rale
credit unions.

Research findings have clearly indicaled differing overall perspeclives befween worlebased and community
credit unions. However, when high membership growth rate work-based and community credit unions are
compared with respect to what they see to be very important today, there are some remarkable convergences.
However, some noticeable differences remain.
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HMigh membership growth raie Work-based and Communily Credit Unions

. High {band 5} 20
Gommenity Gredit Unlons

Business skilis 75%
Understanding the working 50%
of a financial instiution

Having a formal business ’

Man 9%
Management and financial 829
tralning

Voluntesr support 100%
Grant aid 3%
Sponsorship 2%
Permanent office pramises 91%
Pald staff 45%
Shep frent branch or 64%
collection point

Number of different 0%
collsction polnis ¢
Pre-registratien pladge of 40%
membership

Being financially viable 730,
without the help of grants .
Having ciear soclal goals 82%

This 1able points to a finding that may be one of the most interesting within the survey-based research, There are
noticeabie convergences between high growth community and work-based credit unions, comparing replies of
50% of the group or over, with regard io the way they both see the high imporiance of financial viability, business
skills, management and financial fraining, permanent office premises, business plans, and understanding the
working of a financial institution. Differences remain insofar as the majority of communily credit unions stress clear
social goals, shop fronts, collection points, grant aid, and volurdeer suppof. It is noticeable that, even though only
45% of the sample, a significant number of high growth rate community credit unions do see paid staff as very
important. This was complemented by a fusther 27% who regarded paid sialf a5 quite important™,

*The ‘quits important” tibles am not listed [or this quesion.  The aim was ratfer 1o compare what vanous groups of credit unions felt to ba vary
important.
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Q8 Grants
Percentage of credit unions that received one-off grants when sefting up:

@ 80% of communily credit unions
o 50% of work-based cradit union
@ 100% of newly registered credit unions

Percentage of credit unions that receive regular funding:

© 15% of communily credit unions
o 18% of work-based credit unions
e 8% of newly registered credit unions

Crigin of one-oif grants:

o B7% of community credit uniens from the local authority

e 63% of newly registered credit unions from the local authority
o 61% of work-based credit unions from the local authorily

© 39% of wark-based credi unions from the employer

Origin of reqular funding:

o 87% of community credit unions from the local autharity

o 110% of newly registered credit unions from the local authority
o 56% of worlebased credit unions flom the local authority

e 33% of work-hased credit unions from the employer

The significart tavel of local authority invesiment in credit union development is clear from these figures. The
above figures undoubtedly refer to cash invesiment and do not take into account the additional local authority
funding of development workers, agencies and other support senvices.

Q9 Other forms of support

74% of community credit unions receive ciher support mostly from the local authesity (69%) or fom the local
ehwreh (20%).

@ B8% receive free accommodation
e 34% receive office supplies
@ 29% receive heating and lighting

78% of work-based credit  unions receive other support mostly from the employer (56%)} of from the local
authority (41%)

© 95% receive free accommodation
e 50% receive heating and fighting
@ 40% receive office supplies

» 43% receive & free telephone

© 35% receive free staff support
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Q10 Dependancy on exdernal funding and/or support

Could not survive without it 3% 6%
Gould survive without it but with difficulty 40% 41%

A third of all community credit unions could not survive, or only with difficulty, withaut exiemal funding or suppodt.
The support in terms of free accommodation and other senvices i undoubtedly the more significant factor Cleary
this issue must be linked to the way in which credit unions understand seff-sufficiency and economic viability.

Q11 Development Workers

80% of community credit unions were set up with the help of a local authority or agency development worker
compared with only 20% of worehased credit unions. 79% of community credit unions and 77% of work-based
credit unions state that the development worker was very helpful

51% of community credit unions and 47% of wonebased credit unions said the development worker was very
reafislic in seting out what would be invoived in sefiing up, and running, a crecit union, 34% and 33%
respeciively felt the worker had been quite realistic. 12% of community credit unions felt the development worker
was not very realistic and 13% of work-based credit unions felt s/he was not at all realisiic.

84% of community and 83% of work-based credit unions said the development worker shared their philosophy
on the aims and goals of a credif union.

50% of community credit unions and 30% of work-Dased credit unions still have a development worker cumently
involved. In community credit unions, development workers provide advice when needed (80%), train volunteers
(32%) and work as & volunteer (29%). In work-based credit unions, thay provide advice when needed (50%) and
work as a volunteer (50%)

The above figures confirm the high involvement of local authority and agency development workers in credit
unions. Surprisingly, training is not seen as a high activity { no work-based credit union has development workers
who offer assistance in training). Support is mainly in the form of advice {unspecified) when needed. Only 3% of
supported community cradit unions, and no work-based credit unions, have a development worker who assisis
with T support. Only 5% of community credit unions, and no worlbased credit unions have help with intemal
auditing. Again sumprisingly, only 8% of supported community credit unions, and na work-based credit unjons, say
the development worker assists with #iaising with oulside agencies.

Dependency on development workers

Id z Stsrviv wtnmst them 3% 0%

Gauld survive but with difficulty 49% 1%
Survive without them quite easlly 2% 67%
Survive without them very eastly 7% 22%




Significantly, those community credit unions with less than £20k in assets ( below Birmingham CUDA level 1
classification} indicated an even higher dependence on development workers. 18% of them could not survive
without them and 54% could suvive but with great dificulty. 1997 AR20 statistics show that there are 140
communily credit unions with tess than £20k in assets. It is realistic 1o conclude that a high proporiion of these
are remaining dependent on development workers,

Q13 What would you do differently now if you were setfing up a new credit union today?

The following are the replies fo this opan question:

Better tralning 20% 20%
Recrult mare staffivplintaers 18% 5%
Po nathing differently 18% 15%
Be more professional/business llke 14% 27%
Recrult stafffvolunteers mere carefully 12% 0%
Better assessment of size of commen bond 8% HE

Only those responses aver 10% of the total replies in either group are given

Training features highly in both sectors. [t is reasonable io conclude, from replies to earier quastions, that this
anises from an Increasing appreciation for the need for management and financial skilis. The differences, with
regard o belng more professional and the recruitment of volunteers, reflect the concems of the respective
sectors. Surprisingly, oniy 8% of comrnunity credit uniong mentioned the size of the common bond even though
1his featured as a high concem in other research exercises™

Q14 Overall satisfaction with the success of the credit union.

Credit unions were asked to rate their satisfaction levels with regard to their number of members, their quality of
senvice, thelr financial viability, their achieving social goals, and iheir atiracting sponsorship.

As the first char below shows, credit unions have refatively high safisfaction levels with regard to their financial
viability. iarger credit unions were, for the most part, very satisfied. Smaller credit unions were, overal, quite
satisfied. 75% of credit unions under £20k in assets were either satisfied or very salisfied with their financiai
viability. This must mise sedous questions for the movement about how these eredit unions assess financial
viability as none of them make the basic level 1 of the Birmingham CUDAs self-sufficiency and economic
viability levels. |t reflecis the fact that there is no commonly agreed way of assessing credit union financial
viabillty in the movement. In fact, the research has gathered no evidence that financial viability has been a key
leaming outcome in the majority of credit union training and development programmes.

Bcf the later chapters an the focus proups and the casa studiss
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Porcemage

Parceniage

in the second char below, moderate satistaction levels with regard to the number of members were recorded.
However, 45% of smafier communily credit unions, less than £20k in assels, did state that they were either not
very satisfied {35%) oz nor at &ll satisfied (10%) with membarship growih. This same perentage dissatisfaction
level applied to all small credit unions less than £160k in assets. It is clear that credit unions can more eadily
assess performance in the recruitment of members than they can in their financial viabilly. Nevertheless, this
leaves 55% of these small credit unions, many with only a few hundred members of less, safisfied with their
membershio levels.

Overall satisfaction - financial viability

70~
———— Very satisfied

g Qulte satlsfied
—¢— Not very sailsfiec

e Not 3t 3l satlsfled

g e ——— e
&20K €A0K €160k €400k (EADDK plus
Assat Siza

QOverall gatisfaction - number of members

60
—¢—— Very satlsfied

50 ~—wfpeme QUItE SEUSTIEG
——oa—— Not very satlsfied
40-%

———O——— Not at all satisfed

30

20

E20K <E40K E160% €400k £300K plus

Assel Skze




Parcentage

The following graphs indicate satisfaction lavels with regard to quality of semvice, abilly to allract
sponsorship and achieving sccial geals.

Overall high satisfaction rates were reconded wih regard to the qualily of service offered to members. 93% of
community credit unions were very salisfied, or guite satisfied, with their quality of senvice compared with 94% of
worcbased credit unions. In some ways it is hard to interpret this high figure without asking questions about how
credit union volunteers assess quality in the kind of sewvice they give to members. Subsequent replies in this
questionnaire indicate ihat the quality of senvice is seen in tems of the personal care of members rather than the
access to and range of financial setvices.

The only factor credit unions were in full agreement about was their dissatisfaction with thelr lack of ability to
attract sponsorship.  74% of commundly credit unions and 5%% of work-based credd unions were not very
satisfied, or not at all satisfied, in their efionts to atiract sponsorship. Peshaps there was some misunderstanding
as to what was meant by sponsorship in this question as it is difficuit to sguara this high level of dissatisfaction
with tha high invastment and support of outside funders, particuiarly local authorties.

Overall satisfaction - qualily of sorvice fo members
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Percentane
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Overall satisfaction - aftracting sponsorship
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Refatively high satisfaction rates were recorded by credit unions in achieving social goals. Smaller credit unions
fended, overall, to be less satisfied even though 50% of credi unions, with less than £20k in assets, stated that
they were quite satisfied.

Overall salisfaction - achieving your social goals
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Q15 Which goals have you achioved?

Asked to select which goals they had achieved from a given list, B4% of communily credit unions and 82% of
work-based crecit unions prioritised the persoral care and support of members. The second goal claimed as
achievad, by 79% of community and by 64% of work-based cradit unions, was the personal growth of volunteers.
6% of lamer work-based credit unions and 79% of larger community credit unions, with over £400K in assels,
stated they had created paid jobs. These replies tended 1o support the hypothesis that credit union achievement
is assessed more in terms of the personal care of members and volunteers than it Is in temms of financial and
BCOnomic outcomes.

Other goals claimed, by cver 40% of respondents, as aiained by community credit unions, are achieving greater
social cohesion (45%}) and the support of community aclivities (42%). There were no other goals claimed by a
significant sample of work-based credit unions. Only 10% of work-based and 15% of community credit unions
claimed to have enabled communily businesses.

Replying to a complately open question, community (57%} and work-based (50%) credit unions claimed they
knew they had achieved fhese goals from feedhack from members, volunteers and staff. 24% of community and
33% of work-based credi unions said they imew from the fact that volunteers were working more confidently and
efiiciently.

Q186 Voluntesr Participation

Credit unfons were asked how many volunteers panticipated in board mestings and in the day io day running of
the credit union.  Smalfier credit unions, all community, with fess that £20k in assets, have somewhat fewer
people participaling in board meetings and involved in the day-to-day umning of the credit union. 58% of these
credit unions have 1-9 people invoived in the day-to-day running of the credit union compared with 38% of
communily credit unions overall. Interestingly, about a ffth of larger credit unions, mostly work-based, have more
than 20 volunteers involved in the day-to-day nunring of the eredit union. This same high figure is also reflected
in the £160 - £400k asset band {not indicated in the following tables).

Community Work-based 20k In assets Eéaa%g?; In
5-8 16% 8% 22% 8%
7-9 35% 35% 45% 2%
0-12 32% 3% 23% 32%
13-15 13% 23% 8% 26%
16 - 20 3% % 2% 0%
More than 20 0% 0% 0% 0%
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Parcentage of Credit Unlons

Community Work-based 20k in assets £4ﬂaﬁsspg;tss in
None 0% 21% 0% 19%
1-3 3% 13% 3% 8%
4-8 19% Nn% 34% 22%
7-9 7% 8% 22% 8%
10-12 7% 8% 15% 1%
13-15 15% 8% 12% 6%
16 - 20 17% 4% 9% 3%
More than 20 12% 6% 4% 22%

There is & marked difierence between community and work-based credt unions in the proportional level of
participation of men and womsan. In 52% of wori-hased credit unions, women make up only 25%, or less, of thase
involved. On the other hand, in 56% of community credit unions 75% or more of those invoived are women. This
difference undoubtediy impacts on the culture and opsrations of the two groups of credit unions. interestingly,
overall, Scotland has praportionately more women involved than England and Wales. In 72% of all credit unions
in Scotiand, at least 75% of those involved are wormen compared with 46% of credit unions in England and Wales.

Proportion of Women involved in Credit Unions 2| Employes

45—
40—
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30
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Q 17 Paid Staff

Community

Work-based (E20K In assets

£400 plus In assels

10%

78% 1%

82%

Work-pased and larger credit unions employ paid staff and smalier credit unions rely on volunteer support Paid
staff cleadly play a significant factor in enabiing growth in credit uniens.

Cne fult dme

Two or more full ime

Parttime

35%

32%

33%

Of worik-based credit unions employing part-ime staff, 33% employ one or two par-time staff members for 26-30
hours per week. 30% employ one or two part-time staff members for 10-19 hours per week and 15% employ one
or two part-time staff members for less than 10 hours per week.

Ore full time

Two o more full time

Part-time

19%

19%

§2%

Of the small number of community credit unions emplaying staff, the majorty employ part-time staff members. Gf
those employing padt-time staff, 43% employ one or two part-ime staff members for 20-30 haurs perwesk. 38%
@mploy one or two part-time staff members for 1019 hours per week and 19% emplay one or two pari-time staff
membars for less than 10 hours per week
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Q18 How strongly de you agree or disagree with each of the following statemonts?

Credit unions wese asked 1o state if they strongly agree, slighlly agree, slightly disagree or sirongly disagres with
five staiements {listed below). The replies were graded from 1, strongly agree, to 4, strongly disagree. Taking into
account standard erars, the replies of the community and work-based credit unions, and those with less than
£20k and more thary £400k in assets, are listed as follows:-

Our vblunteers are spending too

much time on credit unlon business silghtiy agree |slightiy disagree| slightly agree |sfightly disagres

Our volusteers are becoming tired

and losing Interest stightly disagreeslightly disagree |slighily disagree;stightly disagres

We are not attragting encugh new
volunteers

We are dependent on volunteers for
the day to day running of the credit | sightly agree |siighily disagree| shightly agres |slightly disagree
unlon

We would like 1o employ paid siaff
but can't afford i

strongly agree | slightly agree | strongly agree | slightly agree

slightly agree | slightly agree | slightly agree |slightly disagree

It is significant that 41% of &l communily credit unions strongly acree, and 24% slighlly agree, that their credit
unions are oo dependent on volunteers.

Another imporant finding was that 48% of all community credit unions strongly agree, and 21% slightly agree, that
they would like to employ paid stafi.  69% of all community credit unions agree, to some extent, that they would
[ike to employ paid staff.

68% of all community credit unions strongly agree, and 21% slightly agree, that they are not attracting enough
new volunieers. This must be a very significant factor in planning the expansion of the communily-sector
movement

33% of community credit unions strongly disagree that volunteers are losing interest 1 is safe to conglude,
despite the increasing work load, volunteers confinue 1o be interested in and commiiied io the development of
the credit union movement.

Q19 Compulerised Accounis

94% of all worl-dased credit unipns have computerised accounting systems compared with 58% of community
credit unions. 95% of credit unions with more than £400k in assels have compuierised accounts compared wilth
46% of credit unions with iess than £20k in assefs.

Community credit unions, on manual systems, were asked how important i is to computerise the accounts. 40%
said it is very imporiant and 31% said it is quite important. Compulerisation is being seen increasingly, therefore,
s an essential factor in the omanisational development of community credit unions.




The largest factor preventing computerisation is identified to be the cost by 58% of community credit unions and
7% of work-based credit unions. Significantly, 27% of community credit unions stated that they are not sufficiently
famitiar with compuiters.

Q 20{a] Premisos

53% of community credit unions operate from communily cenires of church halls, 26% operate from voluntesrs,
homes. 12% stated they operated from local authority premises and 17% from their own premises.

63% of work-based credil unions operale from their employers’ or work premises and 20% from their own
prerises.

Q20{b) Image
73% of community credit unions state their image is friencly, 68% that 1 is communily and people-orientated and

27% shat it is professional. 80% of work-based credit unions state their image is friendly, 67% that It is professional,
and 18% that it is highly professional.

Q21 Collsction Points

82% of work-based gradit unions have only one collection point or main office,
30% of community credit unions have one collection point, 31% two, 19% three and the remainder more than
three.

Gormmenity Work-based £20K In assets 24(2139311;85 n
-3 32% 0% 60% 3%
4-6 32% 4% 24% 3%
7-10 18% 2% 19% 3%
Nn-15 5% 8% 3% 8%
6-20 1% 8% 0% 3%
20-30 5% 12% 1% 21%
30 - 40 4% 50% 0% 47%
More than 40 % 16% 3% 13%
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The differences ame avident in the above iables. Community credit unions are epen for much fewer hours than
work-hased and larger credit unions. 62% of all community credit unions are open for § hours or less per week.
50% of credit unions with less than £20ik in assets are open for 3 hours a week or less (there are 140 credi unions
of this size in Brtain). Clearly, credit unions with mainly velurteer staff are not able to offer a8 more accessible
sevice.

43% of employes credit unions stated that their main office was permanentiy staffed. This compared with just 15%
of communily credit unions.

Q23 Banhs
45% of all work-based credit unions and 40% of all community credit unions bank with The Co-operative Bank.

The only other banks, having 10% or more of credit unions in the sample, are the Bank of Scotland (13% of
cammunity, 4% of work-based) and Unily Trust Bank {10% of community, 12% of work-based),

49% of all community credit unions were very saiisfied with the senvice they received from their bank and 38%
were quite salisfied. This compared with 41% of work-hased cregit unions that were vely satisfied and 53% that
were quite satisfied. The foliowing tables indicates reasons for satisfaction or dissatisfaction with banking
services:-

Gommunity Workcbased | 20K In assets 540;158;2?85 i
Good working relstionship 39% 39% 38% 3%
Provides a8 geod senvice 32% 32% 27% 50%
Free banking/no charges 27% 20% 23% 7%

Gommuniy Waork-based (20K In assets £4Ba{}sspeiijss in
No communication/contact 23% 06% 16% 108%
Mistakes on sccount 23% 0% 30% 0%
Problems with members g o
¢ashing cheques 3% 0% 20% 0%
No local branch 27% % % 8%

025 Scenarnios over the next 5 years

Credit unions were asked, which of the foliowing scenatios did they envisage happening over the next five years.
Only ona scenaric could be selected, An overwhelming majosity selected that membership will increase.




Membership will increase 88% 84% B5% 2%
Membership will stay the same 1% 0% 1% 0%
Membsrship will decline 0% 0% 0% 0%
WIll go out of business 2% 2% 1% 0%
Amalgamate with another credit ualon 8% 6% 12% 0%
Absorb smaller eredit unions 0% 8% 0% 8%

Given the statistical evidence ihat credit unichs, particulary many community credit unions, are not significantly
Increasing their membership, credit unions were asked why they feft membership would Increase.

e 42% of community credit unions stated membership had bieen increasing over time, as did 29% of
work-based credit unions.

© 30% of community credit unions stated they were making an efforl to increase mambership, as did
37% of work-based credit unions.

The communily and work-based credit unions who stated that they would go oul of business alinbuted this to
lack of volunteers {60% of credil unians) sather than ack of members (40% of credit unions),

A7% of the credit unions, &l community, considering amalgamation said that if they did not join together they

would go out of business. The work-based credit unions absorbing smaller credit unions all stated the reason
was that the small credit unions were either struggling or not successful,

Q26 Role for Cradit Unions in the Future

An overwhelming 99% of community and 100% of work-based credit unions considered that there was a role for
credit unions In the future.
In identifying this role, the foffowing replies were given to an open question:

Egand e e o rnsl
el tow status 22% 8% 28% 1%
et | m | wm | om | W
Offer financial services 1o gveryone 10% 13% 10% 1%
Smail ioans and savings company 1% 10% 14% 1%

Onky those replies with 10% or more of the Iotal are recorded

Significandy, the majority of replies concentrale on providing financial sewvices. Only 2% of credit unions
identified the refief of poverty in reply to this guestion.
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Q27 Desirable factors contribiting fo the fuiure growth and development of credif unions. How
likely is it that they will be implomented within the next five years.

Credif unions were asked io rate a series of factors that could be understood as contributing to the development
of credit unions. These ratings were on a four point scale that ranged from very cesirable to not at all desirsble,
and from very likely to not at all likely. Credit unions were also asked to say if they had already achieved the
faclor in question. For simplicily, and ease or regding, only the figures for “very desirable” are quoted and these
are compared with those for “very likely". The figures relate to the percentage of replying credit unions in the group.
Credit unions are analysed according to membership growth band rates® Band 1 represents slow membership
growth rate credi unions and band 5 represents high membership growth rate cradit unions.

Communily Credit Unions - compared by membership growth rate

ingreasing Number of Members

Very Desirabie 70% 3% % 83% 92%

Very Likely 22% 35% 67% 61% 92%
Having Computerised Agcounis

Vary Desirable 6% 48% 53% 5¢% 83%

Very Likely 33% 32% £9% 43% 50%

Already Achleved 22% 27% 26% 26% 8%

Having Pald Empioyess

Very Desirabie 24% 43% 345% 45% 50%

Very Likaly 2% 12% 1% 28% 23%

Already Achleved 5% 0% 6% 8% 8%
ncreasing Number of Branches

Very Deslrable 32% 46% 47% 45% 33%

Very Ukely 13% 20% 40% 20% 3%

Already Achleved 0% 0% 2% 0% 17%

Having High Street Premises

Yary Deslrable 26% 54% 52% 43% 9%

Very Ukely % 12% 27% 9% 23%

Already Achieved 2% 2% 13% 1% 0%
increase Size of fommon Bond

Very Desirable 34% 46% 43% 0% 42%

Very Hkely 13% 28% 34% 22% 23%

Already Achleved 9% 0% 0% 0% 7%
Being Less Hellant on Volunteers

Very Deslrable 20% 36% 33% 14% %

Very Likely 2% 12% % 0% 5%

Already Achlsved 0% 0% 2% 0% 5%

QOffering a more Professional Service

Very Deskable 26% A4% 59% 43% 55%

Very Lkely 13% 24% 25% 10% 17%

Already Achisved 7% 6% 4% 4% 0%

Developing 2 Range of Gther Services

Very Deslrable 24% 34% 33% 18% 46%

Very Likely 6% 18% 23% 0% 23%

Atraady Achleved % 6% 0% % %
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Overall higher growth rate community credit unions place greater emphasis on a commitment to increasing A Research
members, computerisation, premises and offering a more professional sevice. Significantly, 50% of band 5 and Py oj ect
45% of band 4 credit unions regard having paid staff as very desirable. As with other categories, there was less
corfidence that this is very likely to happen.
Worfi-based Credit Unions - compared by membership growth rate

Increasing Number of Members
Very Deslrable 67% 80% 8% N% 70%
Very Uikely 0% 40% 56% 64% 70%

Having Cemputerised Ascounts
Very Desirable 33% 20% 22% 56% 15%
Very Likely 6% 40% 22% 78% 0%
Already Achieved 0% 60% 8% 33% 80%

Having Pald Employess

Very Deslrable 0% 40% 33% 40% 30%
Very Ekely 0% 20% 11% 3% 5%
Afready Achigved 33% 20% 56% 20% 70%

increasing Number of Branches
Very Deslrable 0% 50% 25% 30% 22%
Very Likely 0% 0% 14% 0% 1%
Kready Achieved 0% 25% 13% 0% 0%

Having High Streat Premises

Very Deslraple 0% 25% 25% 30% 15%
Very Ukely 0% 0% 0% 20% 0%
Already Achleved 0% 0% 0% 10% 36%

Increase Size of Common Bond
Very Desirable 0% 5% 63% 60% 66%
Very Likely 0% 40% 38% 50% 7%
Already Achieved 0% 0% 0% 0% 100%

Belng less Reliant on Volunteers
Very Desirable 0% 0% 33% 50% 10%
Very Likely 0% 50% 25% 33% 5%
Already Achieved 0% 20% 22% 0% 35%

Offering 8 more Professional Sewvice
Very Deslrable 0% 80% 56% 80% 55%
Very Ukely 0% B80% 38% 60% 40%
Afreaty Achteved 0% 20% 22% 0% 50%
Developing 2 Range of Other Senvices
Very Deslrabie 0% 80% 56% 82% 60%
Very Ukely 0% 40% 44%, 2T% 35%
Already Achieved 0% 0% 0% 0% 0%
MFpr an eplanation of membership growih band rates sep earfier in this chaplo!
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Care needs to be exercised in inlerprating the above table. There are very few band 1 woricbased credit unions
50 percentage figures in this category may be uneliable. Also, figures seem to have become disiorted insofar as
many work-based credit unions already have achieved some of these factors for growih, However, it is noticeable
that band 5 credit unions overwhelmingly priortise the desirability of increasing the number of members. This
refiacts, what appears to be true in other areas of this research, that credit unions are most likely to grow inte large,
sustainable financial institutions when they have a vision for growth and a bias for action. Growth is seen in these
credit union &s an opporunily rather than as a threat. Interestingly, this is the only case where desirability
matches likefihood.

The three other factors that appear to be related to growth in the repfies of the work-based credit unions are a
commifment to increasing the size of the common bond, being more professional and developing & range of
cther semvices.

k is significant that band 5 credit unions, whether communfly or work-based, stress increasing membership,

professionalism and developing other services. This leads to the conclusion that high membership growth rate
community and employee credit unions have some fundamental parspectives and griorifies in comman,

Q29 Faclors which limit growth and development

Communily Credil Unions

slightly slightly slightly slightly slightly
agree agree agree agree agreg

The cemmon dend

Restrictive fegislation siightly stightly strongly strongly strongly

agres agree apgree agree agree
slightly strongly slightly slightly slightly
Volunteer busmout agree” agree agree” agree aqree
Lack of new volunteers caming strongly strongly strongly slightly stighily
through agree apree agree agres” agree
silghtly shightly slightly slightly slightly
Lack of exiemal funding agree agree agres agree agree
lack of business skills amangst slightly shightly slightly slightly slightly
volunteers agres agree agree agres agree

slightly slightly siightly slightly slightly

Increased legisiation agres agree agree apree agree

* These Cradit Unions were very near (o strongly agreeing - only rissing by a second decimal point

The big issue, reflectad in the above table, is thal 50% of &ll community credit unions strongly agres, and 36%
slightly agree, that volunteer bumout is restricting the growth of their credit union. This figure rises in credit unions
with less than £40K in assets. Here & siaggering 66% of credit unions sirongly agree, and 26% slightly agree, that
they are experiencing volunteer bumout.




Worfi-based Credit Unions

slightly strangly slightly strangly slightly
agres agree apree agree agree

The commaon bond

slightly slightly strongly sirangly strongly

Restrictive leglslation disagree agres agree agree agree

Volunteer bumatt slightly slightly slightly stightly slightly

agree agres agree agree agree
Lack of new volunteers coming slightly strongly slightly shightiy shightly
through agree agree agree agrea agree
strongly slightly shightly siightly slightly
Lack of external funding dlsagree agres agres disagree | disagres
Laek of business skilis amongst slightly slightly shightly sllghtly stighily
volurdeers disagres agree agree disagree dlsagres

slightly slightly shghtly strongly slightly

Increased legislation agree agree agres agree agree

It is very significant in the above table, as in the community credit union table, the more successful band 4 and
band 5 credd unions strongly agree that credit union growlh and development is being limited by restrctive
legisiation. This must be a real issue for the Govemment as it endeavours to promote the development of
credit unions.

Q30 Amalgamations

When asked about amalgamating with other credi unions, both community and work-based credit unions were
“quite interested” in the idea. This interest was stronger in smalier credit unions. For example, of the 124 credi
unions replying to the survey that had less than £40k in assets, 30% were very interesied and 30% were guite
interested. 60% of such a large number of small credit unions showing interest in amalgamation is highly
significant and, if anything, indicates a desire for change.

Q31 Take-overs

The notion of being taken over did not appeat to credit unions, whether communily or work-based. 28% of
community credit unions were not very interested and 45% were not at all interested. The figures for work-based
credit unions were 20% and 57% respectively.
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Q32 What would be needead o bo able lo expand in the future?

To this open question, the replies were:

More volunteers 3% 9% 48% 6%
Increase/employ paid staff 17% % 13% 1%
More members 20% 16% 25% 1%
Changas In legistation ) 6% 14% 4% 1%
Greater awareness among the puilic . 21%h 16% 13% %
Changefincrease the common bond 1% 27% % 19%
Better tralning/improve skills 13% 9% 12% 16%
Beiter/permaners premises 25% 2% 19% 8%
Mo funding 16% 11% 15% 11%

Only these replies with 10% or more of the total are recorded

The particular concems of communiy and smatler credit unions surface in the above fable. Premises and the lack
of volunteers are recurring themes for community credit unions. 46% of credit unions undar £20k (and there are
140 credii unions in this categery in Britain) are short of volunteers. Legislation and changes in the common bond
are key faclors for work-based and larger credit unions.

Q33 Vision for the hrture

The questionnaire concluded by presenting credit unions with a vision for the future. It was encapsulated in the
following statement and credit unions were asked if they, strongly or slightly, agresd or disagreed with it:

it is maintained that, in order to survive in the fulure, credit unions will need to change. It is considered that
credit unions will refain a clear commitment to mutuality, communily and social goals. However they will have
to achieve greater financiaf viability and sustainable growth by:

o being cperated more like & professional financial sevice

o redefining comsmion bonds to create larger markets

o having (more) paid staif 1o cany out day-lo-day activities

o redefining the role of volunteers (pofisy, promation, diraction efc. rather than day-to-day administration)
o offering a wider range of services and products (insurance, bill paying, credit cards)

o amalgamation with other credit unions

73% of work-Dased and 41% of communiy eredit unions strongly agreed with this statement. 16% of work-based
and 30% of communily credit unions stightly agreed. Therefore, 76% of all credit unions agreed, to some exient,
with 1his vision for the future. OF all credit unions, only 7% disagreed slightly and only 8% disagreed strongly. To
use real numbess, out of the 197 community credit unions answering this question, only 20 disagreed in any king
of way. Of the 43 work-based credit unions answering the question, none disagreed. 11 credit unions, although
compieting the questionnaire, faited to answer this paricular question. By agreeing with this vision, credit unions
show themselves commitied te meeting the challenge of becoming an important financial senvice for atl people
in Britain. By reaffirming their commitment o sccial goals in this statement, credit unions reaffim thelr role in
serving those who have been excluded by the mainstream financial sectar,




Chapter 4 - The Focos Groups
1, Background

Three facus groups were held in Glasgow, Liverpool and Telford. Even though paricipation in the groups was
necessarly imited. people were imdted in order to reflect as wide a range of experience within the credit union
movement as possible. Among the participants were volunteer officers, both In cormmunity and industrial credit
uniens, development workers, both from local autharities and agencies, and one credil union employes. Most
participanis had been activisis in credit unions fer more than five years and some for a considerably longer
period, A list of ali the 21 group participants is given at the beginning of the report,

In the groups, participanis were invited to reflect upon their own experience and to identily factors that they
considered contributed to credl union best praclice and success. At the same time, ihe groups were asked to
identify those bamiers to success, both in the promotien and management of credit unions, that they had
encountered over the years. Finally, paricipants were asked to suggast, out of their individual and collective
leamning, general thoughts and conclusions around the future sustainable development of the movement.

Each of the three groups foliowed the same paltem of inquiry and were faciitated by a member of the research
team. The focus group discussion questions were as follows:

1} From your own experience, can you identify the key indicators that defermine success, for you, in
credit union development?

2) Can you now rank these indicators, as a group, in order of priorify?

3} What bariers have you encountfered in achieving success?

4} What are your reactions io the following statements {presented on overhead slides)-
af Our Credit Union is the People’s Bank
b} We are here to get Ad of Joan sharks
¢} Credit Unions are here to combat poverty
dJ Banks are financial institutions
&} Credit Unions are financial institutions
1} The most important people in credit unions are the volunteers
g/ The most important people in credit unions are the members

5} If you were launching your Credit Union tomorrow, what would you do differently and what would
you do the same?

6) Where will your Credit Union be in 10 years time and what will have been the key factors that will
have influenced ite getling there?
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2. Focus Group Findings - Key Indicators of Success

What counts as success in credit union developmant has neither bean defined nor commorly agreed within the
movement. Credit union activists seem to have & range of measures by which they assess the individual progress
of credit unions. Some use sigorous indicators to measure financial and management performance and actively
compare this performance against that of other credit unions within their peer group. Others may not be used to
using financial and management indicators at all. Their sense of progress may be determined more by the level
of satisfaction and camaraderie of the volunteers and the amount of inveivement in the lccal community,

It was not surprising therefore that, when asked to identify the key factors that indicated, for them, success in
credit union development, focus group participants came up with a wide range of replies. The indicators of

success identified were:

®

the number of members

penetration rale

continued growth

reaching ali the commaunity

community identiy

comminily awareness

heing aware of needs of

community

@ having members from all
backgrounds

e not seen as peor people’s bank

o |evel of awareness in the
community

o having a vision

e having aspimlions

e credit union volunteers having
skills

e commitment of voluniesrs

o COMmMOon ownership by

members

membership satisfaction

volunteer satisfaction

independence
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The above indicators reflect a diversity of approaches to credit union development and practice, They range
widely in their application and in their ability o be measured and evidenced. Some were clearly guaniitative and
others vary much more qual3ative. Some identified indicators would themselves require thelr own criteria of
success and yet further indicators to measure that success. How, for example, does a credit union know that it is
“aware of the neads of the community” and, indeed, responding io those needs? However, what is, important to
note is that, in the three focus groups, there was no readily agreed way of measuring credit union progress. There
were no benche-marks, nar commonly held series of clear performance indicators, that all activists immediately,
and unresevedly, rcognised as evidencing success®

It is reasonable to conciude that differding approaches to evidencing credit union success arise out of somewhat
different understandings of the purpose of credit unions. However, In the groups’ attempts 1o prioritise indicators
of success, it was possibile 1o identify a number of theme areas around which padicipants ranged their thoughis.
The themes were:

a) Business and Financial Viability

Participants had varying undesstandings of credit unions as businesses. Some acmitted that they had not
understood that they were entering into a business venture when they first became a volunteer in a credit union.
“Wa weren't fold we were starfing a business”, explained one Grealer Manchester velunteer. "But, if it was a
business, why did we go to the Local Authority for help, businesses wouldn't normally go there”, added a
participant fom Merseyside. In Telford, 2 number of people felt that the stress on business development
somehow undemined the community focus of the credit union. “The credit union should be a strong resource
in the community, not just in financial or business tefms. It is about people meeting people, like we used fo do
at Church, pecple get to know one another and develop a community spint. Credit unions should be doing
something for the community”, siressed one of the Telord volunteers.

Coming to & realisation that credit unions are businesses was an important leaming curve identified by a
significant number of paricipants. They explained that they had changed their views considerably about the
business skills needed to run a credit union successiully. They admitied that it was not something that they had
thought about when they first became involved and neither had it formed a cenfral part of thelr training. They had
fels they were becoming involved in a community project, or senice, rather than & financial business. “We were
registered in 1990 and were a sfeepy little credit union with a couple of hundred members, buming up lots of
volunteers’ time fust to stand stifl, the catalyst to get the credit union off its buft was fo realise that we were a
business and to sit down and write a business pian®, slated one determined velunteer from Manchester, “ft is just
a fact”, he added, “that successful community businesses need to have an entrepreneurial spirit and get out
there and make things happen”.

Volunteers from larger communily and employee credit unions ware very clear that credit unions succeed, or fail,
as businesses. They had no doubt that credit unions were subject to the same econemic, managerial and
organisational demands as any business, efiher within the prvate or community enterprise sector, and had io
develop themselves accordingly. “We are eiffher a small business or we are not”, siressed a volunteer from one
of the Scottish industrial credit unions, “and we certainly are, and should be, in the business sector’

mQOng credit unien, replving to a recent ABCUL survey, for exanple, defined itself as ‘somewha! heafthy” and “somewhat optimistic™. It bad been
registored for fve yoars, had 69 members £7050 in shars, £3.000 out on foan, and nd jesonves It estimated its cammen bond as having 9,000
polential members Cloarky, this credit union saw itsel! a5 ‘somewhat successiul” 5o fong as this crodit union MAakRs e negessary oiums  the
registry, there appears © be no generally agreed way, in the movement, of assessing i ihis credit union is, as it believes itsedf to be, *somewtiat hoalhy”
of not
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The facus groups identified a number of indicators that they feit peinted to business and financial viability, In
particutar, these were;

o Vislon - padicipants, particulary in the larger credit unions, stressed that credit unions were most fikely to grow
into successiul crganisafions when they had volunteers, and staif membars, who shared a vision of developing
the credit union into a financial instiution that is owned, confrolled and financed by members themselves,
Inlerestingly, other volunieers, albelt sharing the importance of having a vision, set this within a mom social,
community or wider economic context. One Liverpool volunteer, for example, segarded credit unions as ‘a
vehicle to change the social and economic environment that we lived in”

o Entreprencurship/Leadership - most patticipants recognised ihat successiul credit unions, at least in the
early days, all had a leader, or leaders, who were able to put the credit union’s vision inio practice.  Successful
leaders were seen to be dynamic, active and 1o have good business sense, “You need someone {o provide the
spark, to make it happen” (Merseysice volunteer). “Successful businesses need to have an entrepreneurial
mingd-set” (Manchester volunteer)

e Buslness Plan - having a business plan, and using It 25 a working document, was seen as good business
practice. Parlicipants agreed that many credi unions do not have a working business plan. As cne Manchester
participant maintained, the most important thing is fo know where you are going, to know whal your aims and
chjeclives are, and to have these written down and agreed in a business plan”.

e Growth - all participants saw success as stemming from a commitment to growth in members and in assets,
even though they recognised that many eredit unions had failed te grow as they had hoped. “In seven years, we
have achieved very liftle”, admitted a Greater Manchester participant, “we have only a membership of a couple
of hundred out of a potential of over 20,000, We expected the credit union to be there for our children, but, at
this rale, it won't be.” This lack of growih was clearly causing stress amongst some volunteers. ¥ feef beaten up”,
said one Manchester volunteer, ‘7 know where our credit union wants to go, but it /s the getting there that's the
problem, It's the “how” to go beyond 300 members to something bigger” A Glasgow volunteer was more direct,
“there should be something within the regulations to the effect that credit unions not growing shouid not be
allowed fo cortinue. What's the point of sitting on 100 members in & common bond of thousands?”

e Semvlce - the Glasgow group siressed that the credit unions that succeed amre there, above all, for their
members. Member service was, for the Scottish group, a key priority indicator. Even though other groups did agree
upan the imporance of member sewvice, & diferent emphasis was detected among some pariicipants. As one
Telford participant maintained, %t should be realised that the demands of the volunteers always come first’,

o Financlal Sustatnabllity - al panicipants saw independence, viabilfly and autonomy as charatteristics of
successful cradit unions. There was less clarily on how these should be measured and a range of financial
indicators were put forward. These included solvency, savings mobifisation, loans to assets ratio, growth in assets,
delinquency ratio, abifity to meet cosls and pay a dividend. # is notewarthy that there was no agreed standard
method of assessing financial sustainabifity. Some participants were hesitant around the notion of “proftabiiity’,
feeling that not-for-profit organisations should not be profit orentated. Glasgow volunteers felt otherwise and
stressed “we should not be ashamed of making a profit”. Padicipants, in the main felt strongly about grant aid.
Some participanis came from credit unions that had had substantial grant aid. They recognised, as did others,
that inilial grant aid, if used productively, can be very beneficial. On the other hand, they felt that If grants led o
sustained dependency, they were counter-productive. Some participants in the Glasgow group felt strongly that
credit unions should not rely on extemal grants. One paricipant stressed, “grant dependency on the local
authorily is not acceptable”. Another siated, “credit unions must not be dependent, the basic responsibility lies
with volunteers, we should nof seek charitable hand-ouls”,




o Effective Governance - there was substantial agreement among all pariicipants that success depended on
having effective management stuctures and processes in piace. To be effective, this managemsani had to be
committed, democratic, open, accountable and competent. An impudant leaming curve for many paricipanis had
heen around the competencies and skilf levels required of volunteer directors. Many had been inilizlly led to
believe, often by development workers, that everyone had the skills to manage a credit union. Most participants
no jonger believed this. As one Tefford pasticipant explained, %f | am to e honest about it, there js a fack of
expertise, a lack of ability, among the volunteers. There is a role for everyane in the credit union, but not running
ir.

© Organisational Development - Both the Glasgow and Teffard groups neted that best practice involves the
ability to develep the organisational and administrative systems of the credit union. “# involves having marketing
and recruitment stralegies in place” (Tetford) and having “clear and precise written policies” (Glasgow).

b) Commumnily Development and Social Pumpose

The question as to whether success meant being involved in community aclivity or developmant revealed the
greatest differences in emphasis among the participants. All agreed that successful credit unions have both social
ant economic goals. However some padicipants, primanly from larger credit unions, saw their social
commitment as operating through the way they managed thelr credit unions as financial institutions. On the other
hand, other voluntears, particularty in Telford, saw the credié unions' social goals being fulfilled through a much
more direct invalvement in community activities and inftiatives. As one Telford activist put i, *being involved in
communiy activilies is at the heart of the credit union ethos. We are there fo support members of the
community, including those not in a position 1o join the credit union”. In Liverpool, the community development
emphasis, whilst being just as strang, was somewhat difierent.  Here, in the words of one of the participants,
credit union success was seen as being “the hub and catalyst of the social and economic regeneration of the
communily”. “The vision is holistic”, she continued, 5t is lo creale a network of co-operative support sysfems,
financed through a mutual guaranies fund, with ifs own Jocal cumency systern; in fact, a mini-Mendragon on
Merseyside. The credit union is not just abaut finance alone, it's much wider than that”.

¢} Rationale or Purpose

The Glasgow group stressed that, in order to be successiul, credit unions have fo be clear about their purpose or
rationale. The group feit that many volunteers were unclear about the purpose of credil unions and, inevitabiy,
that led to poor psrformance. The Glasgow group saw the pumose of credit unions very much in terms of
becoming co-operative, financial institutions, established fo sewve the financial nseds of a large number of
ordinary people within a particular common bond.  Evidenlly, measurement of success depends on the prior
identification of the pumpose of credit unions.

dj Premises

# was commonly held by everyone that having the appropriate, professional premises 1o operate from was & key
facior in credi union success and hest practice. This did not mean that all credit unions had to have shop fronts.
Some operated relatively successfully from a variely of focations. But they did need io operle from premises that
inspired the confidence and frust of members, and potential members. “When you have permanent premises”,
said one participant, ‘it appears that you are around to stay”. I was noted that, “in Liverpool, the fastest growing
cradit unions are those in shops with their name over the door”.
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ol Job Creation

Participants from larger credit unions considered ihat to be successful in credit union development, it was
important to employ par-time or full-time paid staff. Clearly, there are some examples of successiul credit unions
operaling without paid staff, Nevertheless, employing staff was regarded by some as “inevitable in successfuf
credit unions” (Telford). Others, also in Telford, were more hesitant about employing staff. They were “woried about
the effect on volunteers, who had been working for nothing, if paid staff were brought in”. Thay fell that "2
credit union could be sustainable without people being employed”. However, all paticipants agreed that an
indicator of success for a credit union was being in a financial position to employ staff if # so chose,

3 Focus Group Findings - Barriers to Success
a) Making a False Start

There was a strong feeling among a substantial number of participants that they had made a false start in sefting
up their credit unions. Some felt that they been sold a false image of what credit unions were about and what
they could achieve. 7 gat involved”, explained one Manchestar velunteer, n selting up a credit union ori a very
small estate. | never ever heard mention of it being a business. We really felt it was a social service for peaple
in need. The estale was one of highest areas of disadvantage in the borough. The comman bond was tiny. Not
only was 95% of the estate unemployed, people suffered povery in educational terms afso. We were teaching
credit unjon volunteers basic English and maths to run a credit union. They had so many prablems, most were
single parenis struggling to make ends meel t was a great communily development experience, but, as a
credit union, it should never have happened. | am irightaned thaf, out there, there are people who still don't
know the difference and are continuing to set up credit unions as part of anti-poverty strategies without any idea
of what's needed to make tham work™. Other panticipants felt that they had been part of a development that had
been forced by development workers eager o achieve their targets of sefting up so many credit unions within a
specific time period. Others felt that they had started cut with inadequate resources and capital. “We started from
a standing start”, said one Greater Manchester participant, “if we'd been setting up a business, we certainly would
have been much more careful about ensuring we had sufficient resources to make it work Unfortunately, the
development workers were as inexperienced as we wera”,

bi Size of Common Bond

i was a commonly held view amongst participants that smali common bonds, often centred around areas of high
social disadvantage, had proved a significant barier to success for many credit unions. "We were just teo small’,
said one Greater Manchester volunteer, *we drew the common bond around a small estate. We left out the
cenire of the town on purpose. it was fidiculoust”.

c} Image of Being Poor People’s Banks

All pariicipants stressed that the image of credit unions as poor people's banks was haming the credit union
movement. Participarits wer clear that credit unfons can play a significant role in sewving those on low incomes
and those excluded from mainslream financial sewvices. Howaver, as one Manchester volunteer put it, “the
persepticn of local authorilies, community workers, and churches that credif unions are poor peaple’s banks,
and only form part of anti-poverty strategies, is really unhelpful”. A Merseyside participant put it in stronger terms,
“in Liverpool, we hate the poor people’s tag, but still it’s a common perception and a dangeraus perception”. A
Lancashire volunteer added, “not oniy fs it pafronising, it encourages peopie to exclude ihemselves from
credit unions. Who wants to declare themselves as poor?”.




d] Lack of Sultablo Premisss and Resources

Poor premises, of the lack of premises, were identified as a crilical bamier 10 success. Participants spoke of
shabby and inaccessible premises stifing people's confidence in cradit unions. “What message does it give’,
sald one Merseyside volunteer, “when you can't access the credit union outside of collection fimes?. “We want
people to put their savings into the credit union’, stressed a volunteer from Greater Manchester, “would you put
your money inlo a shoe box?”. However, volunieers were clear that good premises alone did not answer all
problems. Managing those premises well was just as important. “What's the point of having a decent shop-frort’,
said one volunteer, "when if's closed most of the week?”.

o] Volunteer Difficultics

Al three groups identifiad dificulties in the recruliment and relention of volunteers. The Telford group identified
this area of concem io be the fundamental issue”. Paricipants spoke of problems that ranged from the %ack of
skill and ability on the board and among the voluntesrs generally” (Teliord) to there not being “enough
volunteers fo do the amount of work” {Manchestes. | was evident, in the experience of the paricipants, that
volunteers were really struggling to maintain momentum within the credit union mavement. As one Telford
participant declared, "some voluntears end up doing most of the work, stress is very high, we're so busy we are
going under’. This was confirmed by a Manchester volunteer, “the prablem is not apathy, if's that volunieers just
don't have the time to run the credit union properdy”. Volunteer attifudes were noted as posing problems {oo.
“There’s a lot of confusion among volunteers”, noted one Manchester participant, “volunteering is seen as just
helping out, rather than being involved in a business”. The range of other comments by volunteers included
*axisting volunieers won't fake on the ideas of new volunieers, they are very protective, growth is being stifled”
(Tettord), Sthe volunteer situation can change from month to monih, it creates a ot of instability” (Manchester),
and “another problem is the volunteers with fibera! attitudes, the do-gooders, those who say the credit union is
not for them but for the poor people” (Glasgow).

Paricipants did recognise the amount of time, effort and commiiment being put into the movement by volunteers.
Indeed they were mostly volunteers themselves. But there were eal cancems around volunteer bum-olt and
stress, There were worries too around the abiity of volunteers to meet the demands of running growing credit
unions efficiently and professionally. Participants noled a lot of fear amongst volunteers. There was fear aound
losing existing volunteers; you've got to gef the volunteers”, Tt was said in Telford, *but i you start to pressurise
them, they will go”. There was also the fear volunteers experienced in being increasingly responsible for the
credit unfon and members' savings. Some volunteers felt so trapped that it fed them to having “sleeplass nights”
{Telford). It was clear that this fear was affecting the growth of the credit union movement. “Voluntesrs fear
growth”, It was stated in Glasgow, "hey often lack the confidence to handie a growing business.”

f] Inappropriato Training and Education

Patticipanis noted that, even though many credit union volunteers had underiaken a great dea! of training, there
was siill & great lack of business experlise and ability in the movement. As one Tefford velunteer put it, “you can
have volunteer training for years and years but still sustainability can be quesfionable”. Two faclors were
identified in 1his. First, voluntears had often been recruited without taking inio account their personal aptitude and
abiliiy to undergo training. Secondly, training had often been deliverad by development workers, or others, who
came from a community orientated background and who themselves facked experfise in business and finance.

g} Dopendency and Lack of a Spint of Seif-Reliance
The Glasgow group identified a cluster of barriers to success arising from the credit union development process

itseli, where that process had been initiated by an exiernal agency. The group noted that extemnally promoted
groups, that is groups promated by development agencies, local authorities, elc, tended to be less seifreliant than
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self-promoted groups. Also extemal agencies tended to target more disadvantaged and less skifled individuals
to become volunteer officials. This created a cenain prolonged dependency on the extemal promoters, Extemnal
agencies can also engage in a range of oiher practices that foster dependency in cradit unions. These include
tying credit unions into certain sources of grant aid that have particular set criteria (European Social Fund funding
was mentioned in this regard by Merseyside participants), setaining control over credit union premises and
resources and taking overall responsibility for credit union sirategies and plans in patticular areas.

4 Focus Group Findings - Feelings and Reaclions

The groups were asked to give their immediate feelings and reactions on seeing a number of stalements
projected on overhead slides. The aim of this exercise was to identify some of the padicipants' underying
assumptions and beliefs about credit unions. The main reactions are given after each statement,

A, Our Credit Union is the People’s Bank

“not approaching i, we ain’t got the people in™ “we use t, but we always have a problem, we're bigger and
broader”: “yes, a bank with a social conscience” “we are a oaak™ “credit union s our bank”; fo say that is fo
give a faise message” “a credit union is not a bank’.

B. We are here to got rid of loan sharks

I bristle at that™ *NOI% “no credit union can get rid of loan sharks® “it's a myth used by the media”; “we'll never
do i’

€. Credit Unions are here ta combat poverly

“we are certainly not here to tackle poverdy™ ‘it restricts growth to say that I'm not poor; “that should not be
part of credit union literature”; “we do happen fo help pecple, but tackling poverly is not our pAmary aim’; “nice
idea, but we do it very little, other organisations are much more effective”.

D. Banks are financial instilutions

“es™ “of course”,

E Credit Unions are financial institulions

“partly”: “banks are 100% financial, but you can't say that of credit unions™ “we are more than that, I'm afraid
we'll Iose our niche in the market if we say we are just part of the financial secfor “fotally, alil we are involved
in is heing a financial institution”; “we are purely financial, cur core business is financial®: ‘some people fear the
soncept of financial institution, they fear the responsibility so they deny it”

F. The most important people in cradit unions are the volunieers

“rio, it's got to be the members, they are the most important™; “but if we don’t have volunfeers, we can't have
members”, “history in this country has shown that credit unions fail because of lack of voluntesrs, not fack of
members, the volunieers are the most imporant’

G. The most imporiant people in credil unions are the members

In general, participants from smaller community credit unions considered voluntesrs were the most imporant,
whilst participanis from industial and Jarger community credit unions feit the members were the most importani,




5 Focus Group Findings - Doing Things Differently

Significantly all pariicipants had views about how, if they were selting up their credit union again, they woutd
tackle things differently. In one sense, this might be expected within any human endeavour. People generally
learn from their experience and consider that they could do things better if they had their time all over again.
However, It was the strength of their conviction that things ought to have been done differently that came over the
strongest. As one Manchester participant stated forcefully, “we were sold an jmage in the past which was not
reality”. In other words, she feli that what she had been sold in the past was nat, in reality, workable. It was, for
her, causing stress and anxiely and needed fo change.

Cverall the groups identified the foliowing as things they would do differently, they would:

o ensure that they had enough skilled and competent volunteers and be honest with them about the commit-
ment invalved. They would “telf volunteers about the blood, sweat and tears” (Liverpool volunteer),

o take responsibility and make decisions thernselves miher than fit into local authority plans. They would aim to
be much more self-reliant

o rzsearch thoroughly the need for, and feasibility of, a credit union and understand the nature of the market and
the common bond, They would avoid small community common bends and would include “live and work’.

o treat credit unions like businesses from the start and set realistic goals and targets within a three year business
plan.

o ensure adequate starft-up capital and funding

o ensure that having suitable premises was part of the business pian.

o have different expectations of development workers and require them 1o be more specific, more
developmental, and much more business orienlated. “The problem with develupment workers, they look to get
credit unions started, lots of dots on the map, but it's what happens afterwards that matters” (Greater Manchester
volurteer).

o gnsure politicians had a different view of credit unions. They would ensure that credit unions were not seen
solely as anti-poverly panaceas but rather as financial senvices that everybody can use.

e would aim lo employ staff and write that into the business plan - “we are a small business, yes we are in the
community, buf let's talk about how we can grow (o employ people” (Manchaster voluntesn

o be more attractive to younger people - “we've lost Jofs of volunteers through age” (Greater Manchester
participant)

Participanis were also asked what they would do the same. In general, they replied:

@ be enthusiastic and make being part of the group enjoyable and lots of fun
= would involve key people in the communily and seek sponsorship

@ get io know credit union people and get involved In the movemnent

@ socialise and develop a strong team spirt and identity

o develop a training programme

@ sell credit union within the community

§ Focus Group Findings - Thoughts about the Fidure

In general, participants were remarkably confident about the fulure. However, many did feel that the credit union
movement was at a erass-roads. They recegnised that many credit unions were either not growing, or struggiing,
in thelr present form.  They felt change was not only imminent but to be welcomed. Two participants, one from
Greater Manchester, the other from the Midiands, were pariculady looking for positive ways forward. They
considerad that, without radical change, their credit unions would not exist in ten years time. “We've ne volunteers,
they're just bumt out”, explained one of these participants, “We have nic focus, no office, volurifeers are having
to work in the front room. | cannot see our credit union surviving”,
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Overall, the majority of participants were committed to developing their credit unions as sustainable and viable
organisations, When asked where they thought their credi unions would be in ten years time, they envisioned
their credit uniens having:

o much larger memberships (at least two or three thousand members).

e muttiple forms of common bond including “ive and work”

© paid staff

o professional and accessible premises.

= expanded [T facilities and resources.

o hecome much more focused znd professional businesses.

o re-structured to achieve organisational effiectiveness.

e retained a commitment o the community.

e developed parnerships with other agencies, employers and co-operatives.
o recrlited younger people as volunieers.

o improved their image and profile nationally.

o developed the skills and competencies of volunteers.

o pricouraged voluniesrs to become more professional and business-like.
o g wider range of sevices.

e funding opportunities Enked to viable and sustainable development.

e zppropriate iraining and development programmes.

e stronger links and co-operation within the credit urien movement,

Finally, participants were asked what they considered would be the key factors that would get them to be where
they envisioned themseives to be in ten years ime. In fact, the replies to this overlapped wilh the previous
guestion, However, additional factors noted were:

® g thorough review of the roles of volunteers.

o increased mergers, transfer of engagements, with other credit unions.

¢ appropriate lralining, edusation and business development.

o an effective trade association.,

@ the demands of the Financial Sarvices Authority and a Share Protection Scheme.
@ hetter self-ragulation.

o pefier co-ordinated support through local Chapters.

o gentral senvices facllitles.

o greater selfrefiance and less dependancy on extemal agencies and funding.
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Chapter § - Natlonal Lecal Authosty Survey Findings A Research

roject
As patt of the research, the Local Gavemment Association suveyed all local authorities in England and Wales
about their involvernent in cradit union development. There were 111 responses. In many ways, the survey results

must be taken with caution as a significant number of local authorities, known to be aclive in credit unien
development, did not participate.

However, the suvey indicated that 58% of respondents supported credit unions and that the majority of this
support is organised through economic development depariments. Mosi of this support is either grant aid and
premises. Significantly, only 28 local authorities out of the 64 supporting credit unions evaluated the performance
of redit unions.

No. of Local Authorities % of respondents
Supporting Credit Unlons 64 58%
Investigating support to Gredit Unions 16 14%
Supporting Community Credit Unlons B4 58%
Sugporting Associational Credit Unions ) B%
Supporting LA Employee Credit Unions i 17%
Supporting other Employee Credit Unlons 3 3%

* There were 117 responses in total

No. of Lacal Authoritles %
Ghief Executive’s Depariment 14 18%
Economic Development 32 40%
Gommunity Bevelopment 17 21%
Gommuaity Regeneration 8 10%
Anti-poverty 8 10%
Planning 1 1%
Lelsure Semvices 1 1%
Housing 2 3%
Social Services 2 3%
(Other 3 &%

* 80 Local Authonties reported supporting Credit Unions or investigating such support
NB. 12 Local Authorities located their support with more than one portiofic

No. of Logal Authoritles
Grant Ald 48 60%
Premises 23 , 20%
Training 27 34%
Development Worksrs™ 27 34%
QOther ] 38%

* These 27 Authorities emplayed 32 development workers pago 68
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Any external funders 53 100%
Use SRB CGhallenge fund 22 £5%
Use TECS 5 10%
Use ERDF 13 27%
Use ESF 15 3%
Uise KONVER 1 2%
Use INTEGRA 1 2%
lise RECHAR Fd &%
Use LEADER 1 2%
lise other extemal funders™ 19 36%

* Including Energy Saving Tiust, Housing Corporation, Welsh Office, Welsh Development Agency, local housing associations,
local charitiss, Aural Devalopment Commission and the Church Urban Fund.

Na.f{.ﬂcal Authoritles “ '
Evaluating Performance 29 36%

Evaluation matheds inglude:
Development Officer, Meetings, Reports to Commitiee, SAB Performance indicators, Annual Aecotnts,
Performance Agalnst Business Plan, Annual Report, Service Level Agreement, Own Perfprmance Indicators.

The replies to the survey indicate the signfficant level of support local authorities give credit unions through grants,
treining and premises. For example, 27 of the replying authoriiies collectively employ 32 credit union
developmeni workers.  Local authorily support for credit unions, predominanty communiy credit unions,
onginaled for the most part in the mid 1980s and has increased considerably ever since. Local govemment
became invalved because it recognised the important contribution that credit unions can make o the economic
regeneration of communities,

Nevertheless, the evidence™ suggests that results have nof aiways matched up fo expectations. Involvemen has
been sometimes ad hoe in response to immediate local circumstances without greater reference io national
exarmples of good practice.  Somstimes credit unions have heen promoated within a sacizl rather than business
context, often as an anti-poverly initiative. Even when support has been delivered from economic development
departmenis, ihere has not been the same rigorous business dimension that is offered to ofher enterprise
sectors. There is no particular indication that local authorly supported credit unions have, on the wholg,
performad better than cthers. Many are yet to become sustainable and economically viable credit unions. in
many cases, the approach employed has failed to promote self-reffiance, and dependency on grant aid or
continued external support has resutted. Importantly, cnly 45% of local authorities that support credit unions have
evaluated their performance,

*Seo section on St Hefens in Credit Unions and Regeneration. Cliapter 6.2




The repott Enabling Community Enterprise™ outfined changes that would enable local autharities to provide more
effective assisiance to commundly enterprises, Including credit unions, These changes are based on
adopiing supponr mechanisms ihat promote the business competence and enterpreneurialism of community
enterprise.  The document suggested, for example, that local authorities *could mesh conventional approaches
fo business support with support for communily enterprises . .. and build links between community enterprises
and conventional private secior businesses™, |t also suggested that ‘there shouwld be grealer recognition, by the
TECs and Business Links in particular of the imporiance of developing the leadership needed to support
community-led and managed enferprises through the provision of training, advice and, where appropriate,
funding”. Aprapos funding, the report noted that investment needs to be substantial and fong temn if it is to
ultimately establish independent, sustainable businesses® Equally important is that supponed credit unions
should meet specific evaluation critefis and operational requirements to be considered for longer tem support.

Enabling Community Enterprise recommended that local authorities, individuaily and in parnership with others,
shouid adopt shrategic approaches 1o the development of community enterprse, including credit unions. It
suggested, for exampie, that “they should seek to develop & holistic anid strategic approach fo regeneration and,
within thelr economic development and regeneration plans, recognise the rofe which communily enferprises
can play within the economy™, Imporantly, it recognised the role the new Reglonal Development Agencies could
play in selting a strategic famework for the supgort of community enterprise and in ensuring that networks and
systems are in place to enable, in this case, credit unions to be established as sustzinable organisations.

Finally, the survey showed that, of the replying local authorities, 64 supported credit unions but only 18 supporied
local authornity employee credit unions. Local authority credit unions form one of the largest sectors within the
credit union movement, both as 10 rate of growth and asset size. Indeed, the thisty credit unions serving local
government employees account for about 25% of all credit union members in Bitain. These credit uniens offer
a professional senice to many lacal authority employees, many of whom are themselves on low Incomes,
Qverall, local authorities could do more to suppert the seffing up of credit unions amang their own employess
and among other groups of employees in their areas. in fact, this may be, in the long fun, a more effective first
step in enabling sustainable credit unions for local communities throughout & town or region™.

Scotland

The research team were unable o research local authorty support for credit unions in Scotland, This was
solely due to time and Togistical constraints. & is noled however that Donnelly and Haggatt™ identify the quality
of locat authority support as one element in the stronger performance of credit unions in Scolland. The research
{eam are endeavouring to undertake research in this area as a foliow up to this research project.

*Danovan M. Harvey A, end Thomas |, Enabling Commuynity Enferpiise tocal Goverrrmant Managemen! Board Rapon 1938
Pibid. pg. 19
Hihick pg. 16
“ibi pg. 19

TSpao spcticn on St Haions Credit Unions and Regenstation. Chapter 6.2 and campase with devefoprnents in Teliarg, Noth ManChester and Soutwari
mgrtioned in Chapter 810
mDonnelly A and Haggett A, Credit Unions in Brirain. a decade of growth. The Plunkett Foundation 1997 pg 28,
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Ghapter 6 - Gase Studies
8.1 Dalmuir and East Kilbride Credit Unions.

Daimuir and East Kilbride cormnmuniy credit unions are two of just four non wordebased credit unions in Britain
with assets in excess of E1 milion. Since registration in 1877 (Dalmuin and 1982 (East Kiibride}, bath credit unions
have been able to recruit more members and 1o accrie substantially greater assets than most communily credit
unions in Brtain, Dalmuir has 5240 Members, £2,567386 in shares, £2,704,012 out on loan and £2313516 in
assets. East Kilbride has 2363 members, £880,786 in shares, £891,715 out on loan and £1066,989 in assels™

A common understanding in the credit union movement is that most credit unions, when they have been in
operation as long as Dalmuir and East Kilbride, wili show this same kind of growth and performance. In fact, the
siatistics show that this s not the case. There is no evidence that the majority of community credit unions in
Britain are moving in the same direction as Dalmuir and East Kilbride.

{f the 48 non work-based credit unions in England and Wales, registered for more than 10 vears (.. prior to end
1987), only three have more than a 1000 members and only one has assets aver a £1 million®, The 45 other
commurity credit unions, have an average membership of 235 members, average shares of £83743 and average
ioans of £57384.

Among the 17 non work-based credit unions in Scotland, registered for more than 10 years, figures are significantly
higher  Eight credit unions nave more than 1000 members. However, apart from Daimuir, East Kilbride and
Newarthili, the fourth non worke-based credit union with over £ million in assels, the remaining 14 communily
credit unions have, on average, 733 members, £242866 in shares and £280545 in loans. Despite their stronger
performance compared with English and Welsh counterpans, overall, most non work-based Scottish credit unions
have not matched the growth of either Dalmuir or East Kilbride,

The aim of this case study was not 10 cany out a fuil financial and management assessment of these two credit
unions. Neither was i to explore whether these credit unions have, in thelr 21 and 16 years respectively,
maximised iheir full potential for growth. As with all community businesses, each has its own strengths,
chalienges and weaknesses. Rather, the aim was o aftempt to idendily any core factors, o practices, that could
be regarded as contibuting o thelr overall growth and performance. The method of identification was through
semi-struciured interviews with individuals and groups within the two ¢redit unions,

It is imporant to note that Daimuir and East Kiibride differ significantly both with respect to their historical
foundation and to the socio-economic context within which they operate. Dalmuir arose within an active Roman
Catholic padsh from which it was able to derive credibility, capable volunteers and strong community suppor. #
serves, for the most part, a low income membership, with around 50% of its members being identifiec as
unemployed or unwaged. East Kilbride, on the other hand, began without any Church or other identified
sponsorship or suppor. it ememged out of the interest of local paople who had been inspired by the activity of
the Sirathclyde Chapter. # was established with a large, diverse common bond covering the whoele of the town
of Bast Kilbride (77000 population), an area often regarded as relatively affuent and stable. Operationally, also,
there are differences. Dalmuir has had par-time paid staff for many years and has now a ful-ime general
manager. East Kilbride, on the other hand, whilst actively considering engaging paid staff, is still entirely run by
voiunteers.

“Figumns taken fom ARZ0 1997
“This is fr fact an associational crodit yrion, Penlgcesia! Credd Union, whickh has membeors tiroughout the Pentecostal chuthos  The hwo other
credit uaions with mora than 1000 members, both crmunity tredi! uhions, are Cambenwel! srd S Columba's in Bradford.
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Despite ihis diversily of background and operation, the study was able to identify a number of factors that either
thesa credit unions held in cormmon or their volunteers considered as a basis of best practice and success.
Although the identification of thase faciors arose out their own pariicular experience, interviewees considered that
they were of general significance within the development of any credit union.

The factors identified as contributing to best practice were as follows:-

@ support and crediblity: Dalmulr volunteers acknowledged how important the mori support of the local
Catholic parish had been in jts eary days. From the parish, the emerging credit union had gained both
credibility and access to skilled and committed volunteers. East Kilbride found that credibility somewnat harder
to build. “People were very suspicious of the credit union”, stated one of its volunteers. Credibilily had to be
forged by the volunteers themselves, albeit they benefited from the rising profife of work-based credit union
activity in the Sirathclyde region.

o self-promotlon: Both Dalmuir and East Kilbride volunieers were adamant that their credit unions were
stronger because they were establishad, not by some extemal agency, but through their own efier's and
determination. “We were”, as the Dalmuirs Chaimerson pointed out, “self-faught and self-driven”. “We had no
granis to set us up”, she continued, “and we didn't need them. The Church supponted us in fhe early days by not
asking for money for rent, but after the first year, even though the Church didn't ask for i, we made a
contribution for using the hall”. East Kilbride velunteers agreed, "We had some early support from: the Council
insofar as it fet us use a Disirict Hall, but we never had any grant funding. We did everything totally curselves”.

o yolunteer competence and commiment: Both groups emphasised the necessity of volunteer
competence and commitment. Commitment without the relevant skills and ability was recognised as insufiicient.
East Kilbride administrative volunieers, for example, had had previous experience in organisational and office
management. The freasurer was, in her own words, “head-hunited for her experisnce in administration”. Both
groups stressed that credit unions fail because of a lack of financial management skills.

o leadership: |t was hard nol to sonclude from conversations and interviews with key volunteers in both Daimuir
and East Kilbride that their credit union suceess owed much to thelr dynamic and charismatic leadership. In both
credit unions, there were a number of key enirepreneurs who are able lo metivale others, promote a sense of
commitment and mutual responsibifty, spot organisationai opporunities and progress the credit union
effectively.

o effective governance: Both groups stressed the fundamental importance of the abiity of the Beard to
democratically and effectively manage the crecit union. One Dalmuir volunteer stressed, ‘the reason many
credit unions fail s that there are too many cne man bands, there's often foo much emphasis on power and
status within the group and not encugh on running a good financial service”. Another Dalmuir officer
emphasised the importance of & supportive culture within the cred? union. *It's vital fo inculcate friendship’, she
said, “and a sense of responsibility to the credit union and o each other’,

o clear business and professional focus:  Dalmulr voluniesrs were adamant they were running, first and
foremost, & business. One of the volunteers, cumently siudying business development at college, was keen to
stress that the credit union prioritised itself as a financial institution.  Another volunteer, in trying to explain why
some credit unions pesomed poorly, siated “they don't have business awareness, they don't realise that cred-
it unions have to make a profit to pay their way and give a dividend to members®. Dalmuir saw any role they had
in the commugity primarily in terms of ‘providing finanicial services to members of the community”. East Kitbride
volunteers agreed, “We dan't really get invelved in the community, we are first a co-operative business”. This
business focus was linked to a sense of professionalism. “Dafmuir could riot continue fo exist or expand”,
explained one of ils directors, “without a high degree of professionalism by all vofunieers and staif.




e common bond: East Kilbrde volunieers atiributed thefr success, at least in part, fo thelr wide and diverse
common bond, They had never had an anti-poverty focus and 2 large number of their members were employed.
They versy much saw themselves senving the financial needs of the whole town, It was significant that Dalmud,
already serving 5,600 low and middle income members®, spoke of its goal to “access people from higher income
groups”. This reflected the imporance Dalmuir gave fo inclusivity of membership.

o commitment to growth: Boih groups were desply commitied to continued growih. They had both
experienced times of stagnation. For them, it was the defermination and tenaciy of the volunteers io promote the
credit union that had got them thmugh. This was refiected in the words of one Datmuir volunieer, “The next five
years will include some aggressive marketing with the major factor being more members and more members
investing in shares and members obiaining loans. The imporant issve is planning’”.

o grganisational systems: o the question, “What is necessary for success?, the immediate answer of East
Kibride volunteers was “systems, policies and procedures™. This was reinforced by Dalmuir's stress on business
efficiency and approprizte management and administrative training for both staff and volunieers. Both groups felt
that many credit unions fail because they lack the necessary management and administrative syslems.

o seryice to members: Both groups prioriised member service. “We are nol about glossy feaflets and
desk-top publishing®, emphasised one Dalmuir volunleer, *service fo members is what matlers. if's not saying fo
& woman with children going fo school that she can't get a foan because she's not got £20 in savings. ft's
making sure everything is done to put ker needs first".

o computerisation: Both groups identified the computerisation of accounts as essential once the credi union
reached 400 members.

o premises: Even though it does not have a *shop front’, Dalmuir operates from premises that give an air of
professionatism and organisational control. The same i cerainly true of East Kilbride, *Premises are one of the
biggest factors in achieving success”, explained a Daimuir director, “credit unions don't all need high streef
shops but they do need decent places to operate from”.

o paid-staff: Dalmuir volunteers felt that, to be successhul, it was essential to employ part-time and/or full-time
staff. They had strong views that employees needed not only to be competent administrators but also sharers in
credit union philoscphy and ideals. East Kilbride, despite some hesitation on the part of some volunieers, was
also clear that, if i was going to grow, it had to employ staff. # was interesting that the hesitation on the part of
some volunteers seemed to arise from a concem that introducing staff would dilute the volunteer rale, |t was for
this reason that the changing role of volunteers was identified by some in East Kiloride as a forthcoming majar
training nead.

Both Daimuir and East Kilbride recognised the many challenges that they still face in establishing themselves as
significant players wihin the financial services industry. “Many people”, said a leading director, “still fee! thaf their
money is not safe in a credit union”. East Kibride volunteers stressed the task they have to ensure that the wider
public perceives credt unions as offeing a good financial service to everyone, Nevertheless, in trying to explain
how they have achieved what they already have achieved, the above factors give some useful clues fo credit
ynion best practice and success.

“Momberstip as of end Seplember 1958
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8.2 Credit Unions and Regeneration
1. Background

Credit unions are increasingly regasded, by both ceniral and local govemment, as imporiant contributors to the
social and economic regensration of disadvantaged communities® In many areas through the Single
Regeneration Budge!, European or olher funding inifiatives, considerable public investment in cradit union
development has taken place. The aim of such investment has been to faciitate the sustainable, econcmic
growth of eredit unions in order that they achieve self-sufficiency and are able o sirengthen the communities with-
in which they operate.

The research team was interested to investigale the effectiveness of this financial assistance te credit unions and
to identify best practice in this area. Three regeneralion areas, St Helens, Speke and North Manchester, were
chosen for the case study, In the first wo areas, credit unions had been receiving SRB®. and ESF funding since
1995 and 1996 respectively. In the latter, no credit union was yet estabiished, However, in the summer of 1988,
the Norih Manchester Regeneration Partnership had commissioned ABCUL to reper on the feasibility of sefting
up credit unions in fis area. The research methodology was based on a sefies of semi-structured interviews with
credit union volunteers and (ocal awhority personnel invalved in regeneration measures.

2. St.Helens

Research findings indgicate that regeneralion investment in credi unions in St Helens has been significantly less
successful than elther the focal authority or the participating credit unions had anticipated. £186,000 of SR8,
together with a further £124000 of ESF funding, was investad in Sution, Thatto Heath and Parr credit unions over
a perind corsmencing in 1995, In addition, the local authority emplayed a credit union devefopment worker to
suppor the three credit unions. All were relatively small and in need of organisational development. Sutton was
the most established and had been operating since 1991, & has benefiied the most from the regeneration
invesiment. Par and Thatio Heath had been registered since 1994 and 1893 respectively. Their growth has been
much more modest.

The local authority supported the credit unions to come together to form an association both to manage the ESF
and SRB funds and provide mutual support, This assaciation, which had ils own independent censtitution, had
the responsibility of drawing up and implementing plans to spend the money. A large part of the funding went
into employing part-time trainers and shop managers. At the same time, shops were rented for two of the credit
unions. Due to a difficulty in finding suitable premises, the third confinued to operate from a community centre,
A year or two into the funding, the decision was taken to purchase three shop premises from which the credit
unions all now operate. However, na ¢redit union has yat been able to generate sufficient income, post funding,
to keep paid employees in post

Ken Wardale is the locat authority officer now responsible for overseeing credit union development within S
Helens. For Ken, regeneration investment in small credit unions has not resulied in the outcomes, in terms of
growth and seff-sufficiency, that the Council had envisaged.  “The Council will continue fo support existing
credit unions’, explained Ken, “but is not actively encouraging the development of any further small
cormmunily based credit unions. 1tis currently examining the feasibility of a much larger, perhaps Borough wids,
credit unfon operating focally”. He cantinued, The funding rules determined that the Association spent fund's
in specific locations on specific works. That was not always the area where the Association or individual credit
unions had a priority need. in addition, the fraining available did not always resuft in volunfeers being equipped
with the skills and competencies required o run a successful business”.

“Son “Community-Based Regenacration Initiathves™ A Working Paper Dapt. of the Envimnment, Tanspart and the Regions May 1958
“Singie Regencration Budpet
“European Scoial Fund




Ken's views were, {0 & large extent, substantiated by the credi union volunieers. Par volunteess, for example, felt
that the restrictions of the SRB funding often held them back Often, they fell a lack of control over the funding.
“We were told the money had io be spent by a certain dafe”, they said, “but we never knew exactly how much
funding we would have, we couldn't pfan how lo spend #°. Parr volunteers were particutarly crtical of the
training programmes.  “fhe books were in a mess, and the tmining was no help”. “We are competent at the
books now’, added the volunieers, "but we had to feach ourselves® Sutton volunieers agreed, ‘the trainers
weren't qualified The training wasn't appropriate. It just wasnt what we needed, it wasn' about financial
management’.

it was perhaps, in one sense, sumising that all three credit unions spoke of the fack of planning around SR8
investment and difficulties with tzining. For, in assisting the three cred? unions to come together in an
association, the local authorly had the infention that the credit unions would collectively plan and make
decisions about expenditure themselves, within, of course, the funding rules and in line with the association's own
prioriies. Somehow, ihis was not experienced by the volunigers in quite that way, They described a process
marked by a great deal of rivally and confiict. It was as if the group itself found it difficult to handle such farge
amounts of investment collectively. “It was very difficult’, claimed one Thatto Heath volunteer, “there was no plan
whatseever, People who had no business experience were suddenly employed to run credit unions and lrain
people. it just didnt work We've still not made a profit or paid a dividend after three years®.

Sufton volunteers were more positive about the SRB investment. It cerainly helped, without it we wouldn't have
been able to purchase the shop”. 1t was ihis above all, they insisted, that had led to their rapid growth.
*Membership has just mushroomed”, enthused the volunleers. However, they did recognise that, as many of their
costs had been covered by extemal funding, they had been abie to pay unusually high dividends throughout the
period {85%(1996) and 6% {1997). Ceriainly, this had assisted in atiracting savings and members as well. in 1957
savings were greater than loans by 87%,

For Parr voluntgers, he new premises have been a mixed blessing. The closure of oullying collection points
resulted in & net loss of members singe 1596, “We have been freading waler for 2 or 3 years”, they explained.
The closure of a nearby credit union had undoubtedly not helped. Neverheless, Par volunieers were delermined
to keep going, “There is a strong feeling we are here to help people. We don't judge success on the number of
members, people go out smiling, thal's what counts”. Confident of suceess, they did admit it was a struggie both
to pay expenses and to siaff the shop with volunteers. They hoped for another grant to see them through but
were ready to undertake fund-raising if necessary. One of the Thatto Heath valunteers was much more up-front
about the demands of sunning the credit union. it nearly kifled me fast year’, she exclaimed. She was realisiic
about the future of Thatto Heath.  all depends on the competence and calibre of the volunteers we can afiract’
she stressed, “so many volunteers in credit uniens just do net know what they are doing when it comes to
profassionally running a business. The Registry just seems fo Jef people set up credit unions without any
business ability at alf®.

It was imponant to iy to identify the reasons for the relative success of Sutton compared with Pam and Thalio
Heath, All three credit unions have similar sized common bonds and are equally operating within low income
areas. Yet, within iwo years, Sutfon's membership has grown 553% and is assets a staggering 1056%. Sutlon is
now of a size that volunieers claimed, “we are self-sufficient, we no longer need grants®, Clearly the new shop
has been a significant and instrumental growth factor But it has not been sufiicient in itself. “We put our growth
dowr {o being business-like and professional’, explained the Sutton volunteers, “we try to run the credit union
like a bank, we are committed lo service and flexibility and we are not afraid to take risks”.  Fusther, they
identified the importance they gave o omganisational systems and lo developing a culture that encoumged
commitment and enthusiasm and & sense of purpase. Sutton volunteers spoke a business language and saw
the dernands of their future in business development terms. They were nci unaware of the challenges they had
to face. They recognised, for examp'e, without extemal funding, it would be impossibie to maintain the high level
of dividend. Ye!, they would still need strategies to attract savers. They recognised also the increasing demands
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on volunteers to make the business both viable and sefi-sufficient.  “Nobody would put in the hours | put in as
treasurer’, stressed one volunteer To cope with ihis, they already were considering haw, in the future, they could
re-employ staff out of their own resources. They were also aware that they had not yet addressed the issue of
computerisation. It had not featused in the SRB funding programme even though residual funds may De made
available to comect this.

Steve Little, a former credit union development worker in St Helens, agreed that the relative strength of Suiton
arose from #s own ability to manage the new shop premises in a business-ike manner. However, he felt
skongly that the way in which the regeneration investment had been managed had failed the credit union
movement in St Helens. “The Council had seen credt unipns as important in supporting low income
communities but there were real difficulties in how to make them work. Peopie were employed as trainers who
were not compelent in financial and management training, We've got to stop this meniaiiy that anyone can be
3 trainer There was so much training with so little effect In general there was no planning nor any real
sirafegy. The enomous pot of money overwhelmed people and just caused conflict and difficulty”. Steve went
on to explain how he considered the credit union movement could have achieved sustainability in St. Helens. n
January 1997 we organised a conferance cafled Towards 2000 where we ined to engender a new vision. The
idea was for all credit unfons fo come fogether in one common bond. This would include starding a Council
employze credit union. The idea would be o have four local branches but employ staff not as a substitute for
voluntaers but to ensure that the new credit union would be stable and managed well  Credit unions would
pool resources and there would be economies of scale. If the regeneration furiding had been put info thal, we
might have really achieved something. There needs to be a more professional approach to larger credit union
development. Small communily groups, on their own, are just going to struggle and have marginal impact’.

Given the regeneration programme over again, Ken explained how he would have done things differendly. “The
answer for St Helens would have been to have one credit union, a Council employee credif union in
parinership with the communily, covering the whole of the fown, If would have benefited from economies of
scale and a pooling of able volunteers. One large credit union, with a live or work comrnon bond, would have
had a chance of generating sufficient income fo employ paid stali Credit unions should not always be so
heavily refiant on volunleers®. He continued to explain how his viaw of the expertise needed to run ¢red® unions
had changed. “The skills needed of development workers, and volunteers, are business and management skills.
The association were not sure of the fype of people that should have been recruited as workers. It's imporant
to lock for professionalism, business ability and skills in new technology”. He went on, ° what drove us lo
support credit unions was we believed they were a servige Io low income groups; that idea is stift relevant, but
to use anfi-povery as the sole dnving force is alienating too many people in our communify”. For credil unions
1o be sustainable, in Ken's view, they have to develop into businesses that anyone would be confident io use.

3 Spehe

Developing a business strategy aimed at establishing the sel-sufficiency of the credit union is the challenge
cumently being faced by directors at Speke Credit Union in Liverpool. Speke Cradit Union was established in 1983
tc serve the needs of people iving in one of the areas of highest social and economic disadvantage on
Merseyside. In the words of its cument chairpersen, “for many years, the credit union just struggled and limped
along with bumt out volundeers”. 1996 was the year of change. New volunieers were recruited and significant
SRB and ESF funding, of around £30,000 per annum, was secured. This enabled the credit union to re-establish
itself in a former bank premises in the main shopping centre and to benefit from the support of four staif employed,
under ESF conditions, a3 credit union trainers. This much higher and more professienal profite has resulted both
in increase in membership and growth in assets. But SRB investment has not bean able to match the business
development needs of the credit union. As Speke's Chaimerson explained, “SAB outpuls do nof mafch the
organisational needs of the credit union. Staff outpuls finked to the number of imining hours delivered and
beneficiaries involved is not what's needed by credit union”. He continued, "what’s needed is a much more
business development approach. Grant aid needs fo be reconfigured to meet the needs of the business™




Despite #ts current SAB funding, Speke Credit Union, in the words of its Chaimerson, “was nowhere near being
sustainable or economically viable. Cument income would not cover the costs of the rent, never mind the wages
of the workers. We've got to get away from this image of being a ‘poor man’s bank), at the moment it's mostly
the least economically active peopfe in Speke whe are members of the credit union and it just doesn't work. We
are a communily sewvice, but what we need lo be is a business”.

In order to achieve self-sufficiency, Speke Credit Union is endeavouring to develop a new strategic approach.
Martin Maclean, one of the credit union workers, expiained that the core faclors of this sirategy include:-
changing the common bond to include live and work in order io atiract members from & number of key
industries in the area, marketing and promofing the credit union as a financial senvice for everyone in Speke,
offering larger loans and a wider range of preducts and services, and establishing a much greater pasnership
with the banking sector

In working lo become a much more diverse and business orientated organisation, the credit union is having to
face some key issues about its purpose and mtionale. Martin writes, it is the financially dispossessed that are
the cradit union’s primary reason for existing. To move too far away from this is to move tog close to becoming
something other than a credit unfon in the strctest sense. What we are faced with in Speke is a very delicate
balancing act where we must endeavour lo be alf things to all people whilst refaining our historical rools in the
community combined with a more asiufe business acumen”,

Undoubtedly, the credit union bag a massive challenge to reach this target of seifsufficiency within the remaining
18 months of SRB support. Martin is not confident 1hat this can be done. He writes, “because we have received
such a large amount of funding from Europe over a short space of time, we find ourselves in the position of
being more dependent on this funding to continue af our present rate than would perhaps be desirable for an
ostensibly autonomous organisation. The money has been infecled to enable us lo achieve sustainability but
,in order to acquire the necessary rasources for this, we nead continued funding until such time as we can
support ourselves by both membership growth and also the provision of training sewvices to a broader area than
Speke/Garston”.

Crodit Union Growth in St Helens - Sepfember 1995 - Septombor 1997

Members
Sutton Credl Unian 150 285 553 267%
Thatto Health Credit Unlan 230 337 337 47%
Parr Credit Unlon 199 287 232 17%
Shares
Sutton Credit Unlon 18,965 63,680 219,308 1056%
Thatto Health Credit Unlon 7265 13,591 23994 230%
Parr Gredit Union 5522 15579 28,979 260%
Total Loans
Sutton Gredit Unlon 25,670 79,263 117396 357%
Thatto Heaith Credlt Unlon 4356 1317 17316 298%
Parr Gredlt Unien 4885 13988 21424 330%
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Spokeo Crodif Union 1995 - 1997

Shares 76,036 80,297 107072
toans 67213 70,392 B2,541
Assets 73,602 95,356 116,803
Members 420 519 7io
4 North Manchesler

When ABCUL was approached by North Manchester Regeneration Lid. fo conduct a study on the feasibiiity of
establishing credit unions in its area, ABCUL staif were conscious that this study needed to take into account the
experence of credit unions within other regeneration programmes. Any new development in North Manchesler
would have lo be based, from the ouiset, on a clear and viable strategy aimed at achieving seif-sufficiency and
effectiveness within an acceptable time period. The siudy was, therefore, based on the following assumption:

*Community credit unions have enomnous polential to contribute subsiantially fo solving the problems of
financial and social exclusion if they are developed and promoied as professicnally managed volunteer
directed, community-owned and controlied financial institutions. To achieve this potential, eredit unions fmust be
starfed with sufficient resources and funding to achieve a sufficient size to be econcmically susfainable™.

Selting up individual credit unions In small neighboumhoods within North Manchester was seen as unworkabls,
Moreover, the elements required to establish one economically sustainable credit union were identified in the
study as:

o ‘A solid business plan, which {argets growth and success”

The study recormmended a clear business Strategy aimed at establishing a viable financial senice.
This depended on having 2 large and diverse common bond, including peopie who both live or work in
the area and who have a variety of income levels. This was seen as vita) to the growth of savings inthe
eredit urion.

o “The effective leadership of a volunteer board and committee, consisting of individuals who are well
regarded in the communiy and have the skills and vision to develop the credit union and make it grow®

Attracting competent and capable community and business leaders to paricipate in the managemeni
of the cred? union was seen as essential. This is a clear depariure from the lendency of extemal
agencies to target the more disadvantaged, with lesser skills and ahilities, to become volunteer
direciors. & was clear within the study that atiracting community and business leaders, with the skills
and abilifies to manage the cradit union, was condhtional upen having paid staff, premises and the
technology to operationally run the credit union,

o “Support and spansorship from respected local institutions, to promole the credit union and give it
credibility”

The study highlighted the importance of suppost and sponsorship from community groups, local
businesses, housing associations and refigious groups. i saw the developraent of the credi union by
a wide range of pariners as conlribuling substantially to long-term economic viability.

“Crothit Union Feasibility Sty Noih Manchestor Regeneration Lid. Association of British Cregit Unians Limited. September 1998 pg. 6




o “Initial funding or in-kind support to provide the credit union with aftractive premises, conveniently located
fo peaple in its community, and frained professicnal staff to operate the credit union”

Regeneration investiment was seen as best used as iargeted, from the ouiset, towards premises and
competent professional staff. Volunteers would remain essential to wnning and management of the
credit union and would be enabled to obtain professional training thraugh local colleges. However,
paid staff were seen as an impotani factor in establishing stability and grewth.

o “An effective markeling and promoiion programme capable of attraciing at least 500 to 1000 members
during the first few months of operation”
The business plan depends on the assurance of 500 members from the outset of the enterprise. If
this figure could not be assured through prior written pledges of membership, the sludy suggests it
would be unwise to proceed with the setling up of the credit union.

Overll, the recommendations for credit union development, reflected in the ABCUL feashility study, mark a
significant departure frem the assumplion that eredit unions must remain small, velunteer operated enterprises.
They state cleary, that if credit unions are to offer & sacially inclusive and effective financial service, they must be
established on segure business development principles and involve competen! and entreprensurial staff and
volunteers from the very beginning.

8.3 Facing the Fulure in Grealter Manchestor

Local groupings of credit unions, or ‘chaplers’ have emerged over the years and are set up within ABCUL to
promote training and development as well as to provide a social forum for credit union activists. There are
curently 13 chapters operaling in England, Scotland and Wales and they provide varying levels of support and
services to members. They are aimost enfirely run by dedicated volunieers from their constituent cradit unions.
Greater Manchester Chapter covers 41 credit unions, 8 of which are employment based.

Greater Manchestar Chapler is taking seriously the new demands and chafienges credit unions wili have lo face
in the future. June Smith, chair of Greater Manchester Chapler, describes changes the Chapter is making to its
approach lo training and develepment. The Chapleris conscious of low growih in many of its smali credit unions
and these changes are {0 assist credit unions achieve greater financial stability and organisational strength.

“The first thing we did”, explained June, “was o inform volunteers about the situation and the implications of
credit unions remaining small, We discussed the possible changes that might occur under the new Financial
Services Authorly, any new legisiation and a share protection programme. We had some honest discussions
about the importance of rsing fo these challenges, we had to recognise that, if we didn’t, many credit unions
risk facing decline or even closure”.

“Greater Manchester Chapter is committed to supporing local credit unions”, June continued, or many years
we have been organising quartedy training programmes to build the individual capacily of credit unions. These
training events have gone very well and were apparently very successful. However, what began fo emerge over
time was that, even though the training events were well attended, actual leaming and organisational change
didf not seem to fake place. We were concemed about the value of repeating the same topics, again and again,
when some credit unions, that attended on a regular basis, did not seem to be abie to put theory into practice”.
June went on fo explain that the Chapter came to the conclusion that this lack of credit union development was
dug more te omanisational and structural problems within credit unfons themselves than to the type and quality
of training provided. The Chapter decided 1t had to adopt a completely new approach. ft began by suspending
its regular training programme and by inviting Ralph Swoboda, of ABCUL, to an evaluation seminar.

Towards
sustainahle credit union
Hevelopment

A Reseaich
roject

page B




page 82

June writes of what happened next:

“We began by organising a mesting, facilitated by Ralph, to help Credit unions to identify where they were going
wrong. This event, cafled ‘Will your credit unjon survive the millenniuny, was very well supporfed and the need
for change was understood, if we were to help Credif unions fo survive we first needed the tools to make rapid
change & possibility”. The Chapler had already sef up a working party in 1996 fo address the need for a method
of assessment for all credit unions. This work culminated in the ° Credit Union Process of Assessment ° paper
“The Chapter decided to set up two further working parties. The second o research the possibility of mergers,
expansion and closures. This involved consutalicn and meetings with the Registry, The National Association of
Credit Unfon Workers, Beevers and Struthers Accountants and ABCUL. it resulted in the “Options for Change ”
document which is now in the process of heing finalised. The third working party was given the task of looking
at the way we currently support credit unions and the need for us to change radically the way we deliver
supporn and fraining. We found funding and employed Leon Perkins on a consultancy basis to wrile a 3 year
strategic plan. This document is calied CUPID, Credit Union Process of integrated Development”,

June conlinues to expiain each of these three Chapter projects in tum:
“Credit Union Process of Assessment - CUPA

The group started from the premise that there are varying criteria across the counlry by which credit union
progress is assessed, and that the approach to monitoring is piecemeal, if if happens at all. The only measure
of the effectiveness of a credit union’s operation is whether it complies with the legal requirements of the
Registry of Friendly Societies ie. the completion of, and submission on fime, of the financial Quartsdy Repart
and the Annual Retumn. We are constantly being approached Ly credit unions that are in need of radical help
and we believe that if we could identify the problems at an earfier stage not only would it be easier to help but
also we would have more time for development instead of frouble shooling.

The Credit Union Process of Assessment document witten by Manchester Chapler was presented and
accepted by the ABCUL AGM in March 1997 as & fool to measure the effectiveness and management of Credit
Unions.

Strategios for Credit Union Survival - Options for Change

This working parly began by identifying what is meant by a ' failing credit union’. Measures of failure can include
financial weaknass, very small membership or a reliance on granis and other extemal funds to cover operational
costs and simply standing stil for long periods. These failures are not necessanly a reflection of the work done
by the volunteers of the credit union. Ofen volunleers in Tafling' credit unions are very commilied and
extremely hard working but are running to stand still It appears from the research that there are three main
rutes that struggling Credit unions could iake o enable them fo move on and provide a betfer service fo
members and these are - 1.Merger or Take Over - 2Expansion - 3, Closure.

Credit Union Process for Integrated Development

In the future, Manchester Chapter will concentrate on those credit unions wanting to grow, We are tired of being
called info credit unions that are struggling with the basics and are constantly calling us in to sort out major
problems. We accept that we will have to refuse support to those complacent or stagnant credit unions, untif
such time as they indicate by their actions that they want fo grow.

We have now adopted CUPID, which is & 3 year strafegic plan aiming to build a support prograrmme and
delivery mechanism o enable selected credit unions and study groups fo accelerate their growth in terms of
members and assels and, in a short period of me, to become financially and organisationally sustainable.




Its objectives ars:-
Yoar 1

To secure the funding recessary to implement a high impacit-training programme which will alfow a maximum
of 12 selecled credit unions to increase their members and assets by 100% within the first 12 months of the
programme.

To increase participation by industrial, associational, and communily credit unions in Chapler aclivities to share
knowledgs, skills and experience for the benefif of all

To encourage and secure the involvement of credit unions from other trade associations in Chapler activities
and programmes io faciiitate common grawth.

Year 2

Within the 12-month perod, the Chaplter will secure a full time paid worker, psrmanent accormmodation, staff
and resources to physically and financially implement an income regeneration programme. Also Chapter will
implement a programme to encoursge the expansion or memger of credit unions and to bring benefits of
credit union membership o areas not currently being served.

The Chapter will also aim to secure a three year assured funding programme lo undenwrite the Chaplers
activilies.

Year 3
Cansolidate and implement the agreed plans®
A number of concrete results have emerged from the Chapter's new approach. June explains:

O Trafford Credit Unien had approximately 200 members until they were encouraged by the Chapter to take
on a neighbouring study group in Gorse Hill. The two groups worked together and wiote a business plan that
involved putting in for external grants fo purchase their own premises, employ staff and compuferise their
operation. This credit union is now called Trafford United and has 1 member of staff paid by Manchester TEC, &
shop front on the high street and 763 members plus 211 junior members. The Directors feel strongly that these
mafor changes would not have happened without the drive and vision of one Director who gave them fhe
courage and knowledge {o move on”.

Also Middleton Pride study group has been meeting with Moneywise which is an industrial credit union for the
employees of Rochdale Council, Instead of setfing up a new credit union in Middleton, they are discussing the
possibility of Moneywise changing their common bond fo include the wider community. Things look really
promising. In South Manchester, credit Unions in Woodhouse Park, Benchill and Sharston and Baguely Newall
Green are meeting with a view fo merging all three credit unions.”,

“Things are really beginning to change in Greater Manchester, adds June, “credit unions that have been
struggling to recruit members and grow are coming together to Jook at new ways of doing things. We see this
as really important. Credit unions cannot continue as small little organisations. We need a much more business
development approach to ensure the benefits of credit union membership reach a much wider population”.
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6.4 The Welsh Experience

The Welsh credit union movement is for, the mast part, young and vibrant. Out of the 31 credit unions submilting
returns to the Registry for the year ending September 1997, 18 were three years old or less. The first credit union
in Wales was St Therese's in Port Talbot, which opened in 1976; the second, Undeb Credyd {Plaid Cymru) Credit
Union Ud, was established in 1988. Two credit unions, Rhydyfefin Credit Union and Penyrmeal & Trecenydd Credit
Union, wese registered in 1989 and the remaindear throughout the nineties.

The aim ¢f this case study was to co-research with volunteers, from credit unions throughout Wales, their refative
experiences of managing and growing thefr organisations. Through structured interviews, volunteers were
encouraged fo identify what they had leamt fram being involved in their credit unjon and to define what they
considered 1o be the major issues facing them now and in the fulure. Paricipating credit unions were Rhydyfelin
Credit Union, in South Wales, the Robert Owen Credit Union in Newtown, Powys, and Caia Park Credit Union in
Wrexham. In addilion, the panicipant from Caia Park was also & dirscior of the North Wales Palice Credit Union
and was able to refiect upon his expedence both in the community and in the work-based sectors. Also involved
in the research, both as participant and co-researcher, was Lesley Bird of the Wales Co-operative Centre, the
erganisation through whose activity the majority of the newer Welsh credit unions have been established. Angela
Pulman, of Cemmunily Enterprise Wales, was consulted as representing an agency whose background in the
management of community and co-operative enterprise has led it 1o develop an increasing interest in supporting
the sustainable development of credi unions.

Riwdyfelin and Caia Park Credit Unions have been in eperation for ten and six years respactively. in that time,
growth has been, in both cases, modest. Rhydyfelin has eumently amound 300 members and Caia Park about 160.
Bath credit unions were set up with high social ideals lo seve the needs of low-income communities living on
disadvaniaged estates in their areas. Neither organisation had difficulty in peinting to individual examples of good
practice where pecple in their communliies had been assisted by the credit union over the years. Helping
people with problems, enabling people oul of pavery iraps, crealing a sense of community spinit, supporting
individuals feaming new skills were common themes readlily reported as elements of success within each credit
union’s development. However, in both cases, ihere was a real sense of dissatisfaction that credit union growth
had neither been as large nor as significant as volunteers had orginally hoped for. Even though paricipants could
recognise &ll they had achieved, they felt they were in no sense {ulfiling their potential.

Both groups spoke of the (ack of volunteers and the consequant bum-cut of those left to run the credit union.
Difficulties in growing the credit union were attributed to a lack of credibifity, an inability to provide a more
accessible and professional service and an inevitable dependency on a small circie of volunteers. Jenny Jefiries,
of Rhydyfelin Credit Union, felt that the lack of development had been also a result of the poor image of credit
unions in the media. I kept the majority of good earners away’, explained Jenny, “and alfso at the same fime
stigmatised the pocr, resulting in our not sewving, as well as we could have, a Jarge part of the population®, Aron
Jones, of Caia Park Credit Union, considerad that poor growth was due often to the attitudes of volunteers
themselves. Voluntesrs don't always look upon running a credit union as a business”, maintained Arion, there
is sometimes a dependency culture and people are happy fo remain as they are. There is a fear of growth and
people are not as interested in expanding the credit union as they should be™.

Bath Rhydyfelin 2nd Caia Park recognised that their organisations needed to change if they were going io meet
the challenge of building sustainable financial services thal would have the potential and capacity to sewve
increasing numbers of members. With this in mind, in June 1998, Rhydyielin merged with a neighbouring credit
union, Glyncoch, bath in order to expand the common bond and benefit from economies of scalg, It has further
decided to aclively participate in a £500,000 Eurcpean grant-funded programme in which the credit union wil
adopt a much more strategic and business like approach to iis development, including taking on paid staff,
developing a marketing plan and operating from more professional premises. Caia Park has also recognised that




it will not be able io develop inta an economically viable organisaion if it continues to operate solely within is
current small comman bond. Arfon explained the Cafa Park's development plan involved expanding the common
bond to the whale of the town of Wrexham, affracting a much more diverse membership, recruiting skilled and
competent direciors and volunteers ang eventually securing more appropriate premises from which to operate.

Tak of expansion and development bolh in Bhydyfeiin and Caia Park was not met without anxiety and
apprehension by some volunteers. If the credit union grows too big”, said one volunteer in Bhydyfelin, “we may
lose our principles, identity and ethos”, Adon elaborated on how some Caia Park volunteers were afraid they
would lose something of the social commitment on which they undersiood thair credit union fo be founded. It
seemed, for a number of volunteers, that there was a contradiction between offerng an economically viable
financial sewvice to increasing numbers of members and developing the community of which they were a part.
The assumption seemed to be that credit unions could only be true to their principles if they remained small
enough {o have direct and personal contact wilh all their members on a regular basis. The way that some
Rhwdyfelin vofunteers spoke of the credit union offering a “counselling senvice® to members refiected this same
kind of assumption.

Arfor was clear that this view of credit union scclal commitment was both miting and ultimately self-defeating.
He was clear that the credit union had first 1o be a professional and effective financial senvice. As an
economically successful business, he maintained, the credit union would then really be able to fulfil its sccial
ideals. Arfon related his experiences as secretary of Caia Patk Credit Union with those as director of the Nogth
Wales Police Credit Union, The Police Credit Union ciearly aims to be a financial instiiution offering a range of
low-cost financial senvices fo its members. it atiracts savers, pays a 7% dividend and has nearly 100% of shares
out in loans. But with an eye to the beneflts that come from economy of scale, North Wales Police is cumently
considaring amalgamation with Grealer Manchester Police Credit Union. “The reason for this”, explained Arfon,
“is that members are interested in having a good financial service above anything else. Joining Greater
Manchester will not only ensure the service we offer to members continues but it will improve it”. *If should be
the same in community credit unions®, explained Arfon, "enswiing a good qualily financial sewice for the
maximurn number of members is what counts the most”.

The reglity of adopling & more-business ke approach 1o um amund siow growth and development was,
according to Jenny, essential. A similar theme was articulated by Arfon at Cala Park. “There needs to be new
guidelines around developing credit unfons” said Arfon, “and these nesd to come from the FSA. Adon
elaborated by explaining that there needs o be a much clearer business approach to the development of credit
unions and the FSA needs te take a much greater mle in this. He felt, for exampie, that the business plan of any
new credit union must be based on firm writlen pladges from at least 200 people that they will join and save in
the credit union. Not having these pledges shouid be grounds for the FSA fuming down ke credit union's
application for registration,

This new business orientation was seen by the paricipants as demanding mote than small one-off granis from
the Council. If credit unions are fo develop into larger financial organisations, serving lamger numbers of people,
they will need to be established with the kind invesiment that wili assure thelr development as weil-resourced
professional credit unions from the outset. Arfon spoke of the importance of realistic development funds being
made avaiiable, pariculady with the support of the banks. He felt that the recommendation fo set up a National
Development Fund, as outlined in Conaty and Mayo's repon “A Commitment fo People and Place™, was the way
forward, This fund would opemle, according to Conaly and Mayo, a revolving loan fund for financing the
acquisition of credit union premises, for supporting rurl credit union development, for piloting new projects, for
developing disiance leaming materials and for providing guarantee funds for emergency loans. Arfon considered
that the development of this fund could profitably be linked te a US-style Communily Reinvesiment Act In which
large financial institutions are obliged by their regulators to show that they are re-investing in the disadvantaged
areas where they have deposiiors. But with investment comes accouniability. Rhydylelin participants were clear
that credit unions, like themselves, receiving substantial public investment had to be trusted to be accountable for
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that investment. “If credit unions are trusted fo handle members’ savings, they must be frusted to handle
public investment as well’, added Jenny.

The new and changing demands on volunteers, by adopling an appioach to credit union davelopment moe
geared to the needs of a financial instiution, were recognised both at Rhydyfelin and Caia Park Corporatsly
governing and matketing a professional financlal institution will mean that volunieers have to develop new sidlis
and competencies in management and entrepreneurdal leadership. However Rhydylelin and Caia Park differed
over one major point. Arion felt that the “employment of paid staff by communily credit unions fo ensure growth
is not proven”. “The difference’, he continued, “between employee and communily credit unions Js the dividend
that is paid (not that one group has paid staff and the other doesn'tl Employee cradit unions are successful
because they attract savings because of the competitive dividend”. Jenny took a different view. “Rhydyfelin
recognises the imporance of paid staff’, explained Jenny, “and fhow they will free up volunieers fo gef on with
the job of promoting the credit union. Indeed, it may encourage naw volunieers fo become involved withou!
thinking they have to take on all the tasks of operationally managing the credit union”. For those credit unions
employing staf, cerainly managing those staff is one of the new skifls and competencies that volunteers will
need {o develon.

In some ways ihe volunteers at the Robert Owen Cradit Union in Newtown, Powys, had benefited from their later
entry into credit union development. As Lesley Bird of tha Wales Co-operative Centre explained, "More recent
eredit unions in Wales have not been set up as immediate answers fo povery on disadvantaged estates. They
have tended fo be more inclusive from the outsst Uandudno, Holywell and Newfown were registered for the
whale town. They have had a much clearer underslanding of credit unions as businesses from the beginning
and have been developed as such”. This was cerainly ihe case with the paricipants at the Robert Owen Credit
Union. In interview all three participants were clear that for them the credit union had always been seen, first and
foremost, as a “communily financial organisation”.

The Robert Owen Credit Union operates from small business premises close to the centre of Newtown, it has
the ook and the feel of a professional financiat operation. It has about 300 members and estimates # needs at
least 800 members to become anywhere near self-sufficient, To that end, It has a business plan with clear tamels.
“On the map, we cover a farge rural area’, explained Rina Clarke, 2 director of the credi union, “but we are not a
rural credit union. We have very few members from rural villages. Like many cradit unions most of our members
are on low incomes and are drawn from the council estates around the fown”. [n a sense thal comment
indicated & major hurgig st to be overcome by the Newlown group. "We still have the image of a poor person’s
bank’, elaborated one volunteer, “we are not seen to be for everyone”. Linked 1o this was the fact that participanls
identified that the credit union was not attracting savers as i did not yet pay a dividend. This was having a clear
impact on growth, Like Rhydyfelin and Cafa Park, it was much more successhut at atiracting borowers,

The second major hurdle, aticulated by volunieers, was the fact that the group was finding it very difficuft io aitract
sufficient competent volunteers to staff the organisation. “We are very ambitious”, explained Graham Brand, the
credit union's Chalr, “we are very growth orienled. We can get coflectors but find it very hard io recruit volunteers
to support faking the credit union forward”. Again this Issue was one that was replicated In both Rhydylelin and
Caia Park. It is evident that credit unions in Wales are finding it very difficult io maximise their potential whilst they
rely entirely upon volunteer labour. Employing staff was something that the group felt fo be desirable once they
had reached their immediate membership largets and were paying a dividend.

The Robert Owen paricipants were very clear, however, of the direction they felt their credit union had to take #
were 1o become a sustainabie financial organisation. As a group, they felt they had to have a manifesi business
orientation, & commitment to professionalism and member service and a team of competent volunteers able to
put their collective vision inte praclice. But the reality, for them, was not always concomitant with their visicn. “We
stifl have a lof of work to”, proffered one of the paticipants, “after four years, still a fot of people in Newiown have




not heard of us. We are stilf concemed that our image is not professional enough, coflection points sometimes
leave a lot to be desired”.

The Robert Owen Credit Union has received local authority suppoit and operates from subsidised premises. It has
had the suppor too of the Wales Co-operative Centre who share the bullding. The challenge the group Is ready
to face is to become fully self-sufficient and economically independent within a reasonable time period. This is
the same challenge being faced by many of the credit unions in Wales. In a sense, once credit unions like Rober
Owen have the vision about where they wani o go, the challengs becomes about identifying reat workabie
strategies of how 1o get there.

Angeia Puiman, of Communily Enterprise Wales, suggested that the credi union movement could leam from the
experience of those involved in Welsh communily enterprise development. “Communily enferprise boards of
management”, she wrote, “have expertise in business and finance which could be used as a good basis fo form
and support credit union development. CEW are interested in the quality of services and the real benefits
credit unians can bring to communities. We see susfainability, quality and service provision as paramount”.
Angela goes on 1o suggest a joint co-operative strategic approach to the development of credit unions in Wales.
“We would like to see a joint parinership board set up”, she adds, “comprising of all inlerested parties in credit
union development in Wales. We feel partnership working, openness and infegrated working models would see
growth within what we fael is a vital element of third seclor communily economic development™. Now credit
unions in Wales are increasingly having the vision of becoming larger, more inclusive, financial institutions, the
fizntification of new, coliaborative appreaches to their organisational development is certainly the next step.

Thinking about this next siep is on the agenda at the Wales Cooperative Centre. The Centre's cument stralegic
approach, as explained Lesley Bird, includes much more emphasis on high profile, town cenire premises, the
recruitment of skilled and credible community leaders, the development of coordinaied marketing stiralegies,
developing pioneedng business leans through credi unions and establishing formal nks with local employers.
Local authorities, for example, are now encouraged by the Cooperative Centre not fo set up credil unions for their
own employees alone but {o link info wider community based crganisations that serve everyone who live and
wark in a town or locality. 1t is perhaps these sorts of ideas that will further the development of a sustainable and
economically viable credi union movement in Wales.

Communily {including associalional] credit unions in Wales

Name of Credlt Union Tota] Assets Shares  Loans Mambers
494C Heart of Wales 5078 4234 343 57
482C Ceniral Cardiff 6988 6004 860 56
401C Sploit & Tremorfa 7603 7051 5238 B
442C Canton & Riverside 8802 7240 5082 38
484C  Pontypoo! & District 9695 7588 998 W07
519C  Chwyd Coast 16204 5752 n/a 153
474G Penarth & Dinas Powys 10678 9838 2707 100
332C Caia Park (Wrexham) 14076 11964 7974 U5
385C Glyncoch & District 15219 14034 14091 90
470C Uanharan & District 16500 14463 2309 82
341C CPAL 18461 17046 11720 83
369C Pembroke Borough 21141 20251 4417 17
432C Builth & Uanwryd 22196 20858 8036 141
313C Huabon, Cein & Distict 23276 21460 20,685 139
434C Mold & District 23386 21584 8233 129
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418C St Mellons 23533 19571 24877 140

349C Holywell & District 24017 22460 8496 81
326C Hill Community 26774 25305 19857 124
428C Brecon & District 28464 26267 11664 108
N0C Ely (Caraif) 35055 34480 34464 290
163C Penyrheol & Trecenydd 48724 401 42991 151
452C Landudno & District 57430 51048 45441 168
413G Robert Owen {Nawion) 58624 46981 38344 270
383C Liynf Valiey 59816 22444 12271 154

Name of Gredit Unlon Tota) Assets  Shares  Eoans Members
128C  Rhydyfelin 76169 63249 46833 272
74C  Undeb Credyd (Plaid Cymm) 102425 87815 78288 275
300 CBargoed, Aberbargoed & Giffach 147000 134468 66099 438
17C St Therese's, Cardiff 404466 207220 225288 342
Avarages ol alove 46,196 37,887 27620 155

Worl-based credit unions in Wales

Nama of Czzdit Union Total Assels  Shares  Loans Members
438C Bridgend NHS Employzes 88455 9007¢ 51003 225
370C North Wales Police 161528 148870 147088 332
400C Cardifi County & Vale 340295 325628 314887 760

Credit union statistics taken from the 1987 annual return made to the registy.

48a Conaty P and Mayo £, A Commitment to Pooplo and Place - the case for communlty davalopment crodit unions A roport for the National
Cansumer Council New Economics Foundation 1957




Shanter 7 - Credit Unlons and kow Inceme Gammuntiles In the United States

In the United States, over 12,000 credit unions, with $316 billion in assets, serve 70 million members. Each vear,
the US National Credit Union Administration records an increase in credit union membership, This growth is
attribuied, above a¥ to the quatiy of financial sewvices offered by credit unions. For the past 10 years, credit unions
have come first in the American Banker Newspaper's annual financial institution survey of customer satisfaction.

Not too well known in Britain are the significant number of credit unions in the US thal are designated
community development credit unicns. These serve predominanily low-income communities. in recent years, the
National Credit Unien Administration has emphasised the bengfils these credit unions bring to the many peopie
who are often excluded fom waditional financial instiwtions. There zre an estimated 400 community
development credit unions, of which about 150 are members of the National Federation of Community
Development Credil Unions based in New York. On average, NFCOCU credit unions, &5 of December 1995, have
1,300 members, mosme that $2.4 million in assets, neary $15 million in loans outstanding, and a reserve to asset
ratio of 9%.

Cliff Rosenthal, the executive director of the NFCDCU stresses that communily development credit unions are
primarily established as financial institutions which aim, like all credit unions, to offer quality inancial senvices lo
thelr mermbers. He writes, the best reason - and perhaps the only compelling reasan - to organise a new
credit union is to provide reasonably priced financial services to those who would otherwise not have access”
{Rosenthal and Levy 1896}, In order o offer these senice jo low-income communities, community development
crecit unions operate as businesses within the financial senvices sector  Cliff elabomled in the research
warkshop®, “communily development in the US perhaps does not mean quite the same as here in Britain. For
us, it is very much about structural regeneration, about housing projects as well as credit unions. It has less
emphasis on the kind of individual or social educational aspect it seems fo have hera”,

Lessons of the Office of Economic Opportunily-Related Credit Union Programme

The US credit union movernent leamt some hard lessons from a large natienal anti-poverty credit union pro-
gramme which ran from 1864 to 1973. The US Office of Economic Opporiunity, in cofiaboration with the Credit
Union National Associgtion, the US trade association, implemenied a major project to establish credit unions in
disadvantaged areas. By 1969 almost 460 GEO-related credit unions had been set up, but by 1975 only 200
remained. in an important study of this period, Robinson and Gilson® estimate that only between 35 and 56 of
these credit unions remain loday. The rest have efiher been merged or liquidated.

The slory of the OEC-related credit union programme is one of a top-down approach to credit union development,
CUNA and the OEQ engaged Communify Action Agencies, which were primarily social sevice or welfare
agencies, fo hire credit union warkers to establish credit unions in the poorest of areas. The idea was that these
workers would set up credit unions which would then be run, after a couple of years, entirely by voluntesrs. The
programme just did not work. The credit unions could not keep the staff on afier the granis had run cut and they
found it very difficult to recruit sufficient skilled volunteers o take over Robinson and Gilson stiess, “the critical
factor of this history is the fact that the idea for these eany credit unions..did nof stem from grassrools
organisations. {They) were the brain child of a trade association and fater the federal government _{fwho) took
elaborate measures to sell the idea of credit unions to the agencies who would operate them and o the
population of low-income people who were not in the financial mainstream. This history proved fatal to the
success of many credit unions starfed turing this period”.

“Hald in tho Local Gavommant Association Offices, London, November 4t 1998
“fiobinzon C. F and Gilson A, Credlit and the War on Povoity: an analysis of the Credlit Union Progmms of tha Cfice of Econgmic Oppontuniiy
Woodstock Institute, Chicago 1993
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Robinsen ard Gilson point out that the OEO provided financial subsidies to community credit unions with the best
of intentions. They maintain that “the high rate of failure was not inhierent in the nature of limited income credit
unions nos indeed, in the fact of govemnment assistance for such credit unions but in the characteristics of the
actual program established by the OEQ". This programme aimed to jump-star credit unions so that they would
become self-sufficient within three io four years. But there was no real understanding of what was needed 1o
establish this sustainability Credit union workers were appointed by the Community Action Agencies without any
real invoivement of local peaple. They had, for ihe most par, a secial welfare background and sought to assist
people in immediate need. They did not have, according 1o Robinson and Giison, an understanding of credit
unions as businesses and could not distinguish the provision of credit from the making of grants to people in
difficulty. They did not appreciate, to quote Robinson and Gilson, “the purpose and needs of the credit union as
& financial institution”.

During this pericd, Robinson and Gilson claim, credit unions were neither monitored closely nor assisted to
develop formal plans for achieving seli-sufficiency. ‘Many in the communify”, wiole Rebinson and Gilson,
“accused the agency of creating dependency”. This lad to a situation where “members of the boards of
directors did not fully understand their responsibilities nor how a credit union operfed. it was difficult to find
volunteers to staff offices. Volunteers were nof willing to commit the necessary ime to leam how fo operale the
credit union adequately”. Conseguently, when the govemment funding ended, so did many of the cradit unions.
Robinson and Gilson did not regard the reduction of this funding as enirely a bad thing. t enabled those credit
unions with the potential to succeed to identify the key factors that would contiibule o success and work at i,
“Communily credit unions worked", they argue, “when key communily residents were commited o the survival
of the credit union and demonstrated that commitment through intensive and long-term support The
successful onganisations had access o training and appropriate subsidies. They developed reafistic loan
policies, and added to their Jow-ingome membership base moderate and middie-incorme members who allowed
the credit union to develop adequale assefs. Their boards insisted on a formal planning process, and they took
community education and marketing serpusly”.

The community credit unions that sunvived the OEQ investment period offer, according to Robinson and Gilson,
some important lessons in the sustainability of imited income credit unions. The following are identified as some
of the key leaming experiencas of the period:

o Communily Action Agencles were the wrong vehicles for starting credit unions. They were primarily social
service and welfare advocacy groups with littie or no understanding of business and economic development,
They typically exercised a great deal of control over the credit unions aithough they lacked an understanding
of the credit union movement” {Robinson and Gilson)

e Credit unions only worked if they were regarded as financial institufions and operated on sound business
principles. “f managers saw the credit union's role as that of a financial institufion, they were all right. If
howsver, they saw its principal role as community service, or were proud of giving away money, they were in
trouble”, Peter Livingston, former head of CUNAS research and development division, quoled by Robinson and
Gilson.

o Narrowly drawn common bends did not wark. “Of the six OFO-related credit unions started it the New Orleans
area, three merged with ofher credit unions and two were ultimaiely liguidated. Both liquidated credif unfons
served onily residents of public housing developments who had too fittle income to save” (Robinson and Gilson).
The credit unions that succeeded converied to more expansive and diverse common bonds which allowed them
to recriit members with a range of incomes. This gave the credii unions ihe opportunity to establish a much
jamger asset base.

e Self-sufficiency depended on high quality planning. CUNA and the OED did not require credit unions o
develop formal plans or projections for self-sufficiency and OEO made ne systematic checks on the progress of




credit unions nor provided the training and technical assistance to achieve sustainabifity, “High quality planning
and management are crilical to the effectivensss of credit unfons. Most successil credit unions incorporate
some form of strategic planning fo forge new visions and to keep the credit union focused on ils goals and
rission”. {Robinson and Gilson).

 Funding alone did not achieve sef-sufficiency. The OEQ, claimed Robinson and Gilson, misdirected funding to
credit unions without reafistically thinking through the conditions necessary for long-term viabitity. These were
identified as having ‘a dedicaled staff..training; a board of direciors that assumes fiscal responsibility for the
operations of the credit union, the establishment of policies that are fafi, consistent, and uniformly enforced; and
active ouireach, marketing and communily education® {Robinscn and Giison).

* The competence of the board of directors in the management and govemance of the credit union was
identified as a key success factor  OEG-related ¢redit unions rarely had boards of direclors that included
membars with marketing or management skills. Robinson and Gilson siress that “lecal leadership must be in
place for a credit union to be successful”. Alongside competence, voluniesr boards of directors need
commitment. Often in the successfl OEO-refaled credit unfons, there was a single person or parsons ‘who
Lelieved so fervently in the credit union that they worked in whatever way necessary to ensure ifs survival’.
Rabinson and Gilsan highlight the imporance of enlisting “based on tafent, commitment and shared vision”,

Community Development Credit Unions

The OEC-related credit union programme was anly one influence on the organisation of credit unions in low
income communilies. From 1972 onwards, legislative changes, and a much more competitive environment,
favoured the develnpmeant of larger, mostly employes-based, professional eredit unions, precominanily through
expansions and mergers. The registration of all credit unfons, including CDCUs, declined dramatically through the
1980s. Also, from the early 1970s, the National Credit Union Share Insurance Fund, the US share protection
scheme, began to be implemented. To qualily for entry inlo the scheme, credit unions had o meet cerain
minimum Enancial and management standards. Those that were not able to meet them were given temporary
insurance cerificates that covered them for wo years, Many credit unions, who were not able to satisfied the
required standards, found that they had te merge with ancther credit union or to go out of business, The credit
unior closure rafe mse fram an annual rate of 300 to around 700 In both 1972 and 1873%,

Social and political changes in the early 90s have seen a renewed interest and opporiunity to develop credit
unions withins low-income communities. Of the 33 new credl unicns registered in 1983, 12 were chartered to serve
predominantly iow incame communities. The NCUA has adopted a new approach to smaller credi unions and
has in place a mnge of programmes aimed at enabling them io suivive “within the coniext of safe and sound
operations™. Mergers and liquidations are now seen as the [ast resont. However, they do have to operale, as
businesses, within a much more rigorous regulatory and share insurance framewon than is knowrt in the UK
Recent new legisiation™ will impose even sticter mandatory capital standards (reseve/asset rlios) on the
credit union industry and “prompt comective action™ will be enforced by the NCUA on those credit unions that fall
shott of certain benchmarks. Before any new credit union can be registered, it has to demonstraie
“economic feasiblliy” and “econcmic viabilty in such a way “to show that the credit union would never, even
during the first few months, show losses sufficient to produce negative net worth™.

et Ferguson C and McKilop 0, The, Straipgic Revelopment of Cradit Unians. John Wiy 1997 pg. 169

it is imporant to noto that *small® in the US is often understood to having assets of 82 million of fess. Cilf Rosenthal weitas “ne one here would
quarel that 2 mifiion is a small credit union; some peopls in the industry would dafins the torm upwards, quile a bit”. The avarage sired credi! union
has £22.5 million in assets

“DAmous M. Letter to Credit Unions - #153. National Cregit Unipn Adminisimtion 1994

“Now fulps ang proceduins accepted as part of the Credit Unisr membership Access Act (HAU1151) August 1948

UNCUA repaned speoch quoted in COCUReport, NFCDCU, Summer 1998
“Rosenthal CN. and Levy L, riging it Unions: il Nations!
1895 pg. 1-5

Vorsion 1.1 New Yark
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The NFCDCU promotes the development of credit unions in fow-income communities in & way that reflecis a
fundamental commitment to economic viability from the cutset, It has leart, from the US story of credit unicn
development since the 19705, some clear lessons about the conditions that must be in place to ensure the
sustainabllfly of community development credit unions. From the NFCDCU manual "Omganising Credit Unions”
and from Cliff Rosenthal's contribution to the tendon Werkshop, the following points can be made:

o The NFCDCU never sells the idea of setting up credit union to communities, In fact, its first response to a group
that makes an approach to star a credit union is to encourage them to explore the possibility of persuading an
existing credit union to inciude them within its common bond. Only if the group is delermined to proceed, for
reasons related solely to developing a financial institution, will the NFCDCU assist them 10 set up a new cradit
union. The new group must demonstrate that it has commitment and drive to surmount all the hurdles it will
encounter within the development process,

o New credi union development depends on a rigorous process of the assessment of need. This concentrates,
first, on the need for financial products and senvices within a particular communily and, secondly, on the
availabifity of resources, funding and premises to establish an economically viable credit union, The Manual reads,
“if your preliminary work has suggested strongly that it is best not to pursue a credit union, you should
congratulate yourself on a job well done™.

o Pianning forecasts must be based on the recruitment of potential members before the credit union considers
registration. The Manual stales, “An organising campaign must recruit at least 500 to 1,000 people willing to
complete a non-binding pledge form that indicates their willingness fo join the credit union™.

o Communily development credit unions usually have a low-income designation which gives themn certain
additional powers under US legistation. However, not all of the members of the credit unlon have io be
“low-income”, a simple majority, or 51%, is enough. The NFCDCU stresses that “low-income” does not mean
paverty ievel, rather it is assessed as B0% of the national median household income. In other words, credit unions
must be established with a field of membership able to generate the share depostts necessary for econsmic
viability.

e NFCDCU recommends that all new credit unions have a sponsoring organisation that is willing to lend its good
name, make premises available, provide cash or in-kind coniributions (such as seconding a member of staff).

Al new credit unions must produce a husiness plan which addresses ihe "economic advisability’ of prceeding
to registration. This must show the economic viability of the credit union from day one and addrmess issues such
as ihe quality of management, the nature of senvices, the budget, and loans policies.

Within the business plan, resources, staffing and premises are key issues that must be addressed. it is
technically possible in the US to start a credit union entirely with volunieers but NFCDCU would not advise any
group to proceed without having a paid manager from the outset, NFCDCU regards the gualily of premises and
their location as “ritical to success™® NFCDCU advises facilities (premises) that offer “member comfort”,
*visibility” and “security”.

o # would be very rare that a new credit union was established without having a fully compislensed aceounting
system from day one.

vibig. py. T1-15
“ibid. pg. TI-7
Hitnd, po, W21




e NFCDCU siresses community development credit unions succeed because of the commitment, skills and
quatifications of the volunteers and stalf members. The Manual advises that it is “hefpful to have a wide range
of skills and experience on the Board and the Commitlees. Personnel specialists, lawyers, people who have
worked in colfections, marketing specialists, teachers, and even banks may have & ot to contrbute”.

Communily development credit unions exist to ensure that low-income members have atcess fo a wide mange of
financial senvices, including savings accounts, check accounts, loans and other financial products and services.
Achieving this goal is seen as depanding entirely on having & sound business background. No new or existing
eredit union can continue in business without meeting the financial and management standards necessary to
ensure economic viability This is demanded both Dy having & care 1o prolect members’ savings and,
increasingly, by the US regulator.
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Chapter 8 - #ey Findlrgs
1. Sustainability and a Vision for Growth

Credit unions can affer quality and low-cost financial services, paiculary to those on low incames or who find
themselves excluded frorm mainstream financial instiutions. They can play an impostant part in the social
segeneration and economic development of communities. But to do this, they must, first of all, be sustainable and
financially viable. Research findings indicate that a significant secter of the credit union movement is financially
weak and in need of development to achieve stability and sustainable growih. The fact that 4G% of community
credit urdons are not, even after many years of operation, at a basic level™ of economic viability must be a cause
for concem.

Of course, much depends on what is meant by sustainability. Like the linked nofion of viabiiity, it can be
interpreted in many different ways. Small credit unians, that offer a fimited senvice to a small number of people,
may judge sustainabilily in tenms of paying the bills and suwviving from one yaar o the next. They may be happy
to remain dependent on volunieers and to continue o measure success by the personal growth and
development of the small group of people involved. This research does not come o the conclusion that there is
no wle for such groups. Bui it needs to be recognised that they are not yet playing a significant part in the
geonomic regeneration of communities.

Assessing sustainability depends very much on an understanding of the pumpose, and rationale, of credit unions.
It is Tinked 1o the reply given to the question, "what business are credit unions in, and why?®  If the business is
about offering an effective and efficient financial sewvice 10 a large number of people then sustainability must be
undestood in terms greater than sunvival.  must be understood as maximising members and savings,
developing a diversified loan portiofie, offering a range of financial senvices, paying a dividend, building up
reserves, and generating sufficient income fo achieve setf-sufficiency.

Hesearch findings indicate that credit unions are likely to grow into sustainable and economically viable
organisations when the direciors share a vision of developing them into financial institutions that serve the
majority of the population within a large and diverse common bond. The research demonstrated that, for the mast
part, there is & divide in the Brilish credit union movement between regarding credit unions, an the one hand, as
community development projects and senvices for disadvantaged people, and, on the other, as co-operative
finanelal institutions.  Evidence points, however, to the fact that not only do higher growth credit unions, beth
community and work-based, regard themselves primasily as financial institutions but that, increasingly, volunteers
and workers throughout the movement, are recognising that developing the skills needed to manage and run a
financial institution i a prerequisite of suceess.

If sustainabilily depends on having a vision for growih, it also depends on the abifty to tum that vision into
reality, It means, as was seen in Dalmuir and East Kilbride, having a bias for actior that prioritises the increase
of members and the generation of savings. Donnelly and Haggett™ deseriba a “vituous circle” which they
believe credit unions have to embrace i they are 10 achieve success. Simply put, this means that credit unions
have to attract more savings which iead to bigger loans, fo higher income, to bigger reserves, to higger dividends,
to more members, fo more savings and 50 on. The success of work-based credit uniens is due to their being
able to keep this cycle in motion. Cleardy, most workcbased credit unions are assisted in this by having paid staff,
support from the employer and the vast majority of thelr members in paid employment. But this research has
shown that, insofar as community credit unions share the same vision, in understanding and in practice, they can
grow into the kind of large, sustainabie organisations that can make a substantial contributien to the econcmic
development of communities.

=Spe the section on Economic Viability in Chapter 2
FDonneity and Hagget, Cradit Upions in [ritain, g gocadi of amwih The Plunkat! Foundation 1987 pg. 20
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2. Values and Philosophy

The mesearch findings confirm that the British credit union movement is value-driven and commitied to boih social
and econamic goals,

However, the research has also confimed that higher growth credit unions, both work-based and community
aftend first ta their economic goals as financial institutions. Then, as a conseguence of achieving these, they are
gnabled {0 achleve their social and communily objectives, In ofher words, successful cred? unions see
themselves, and operate, primarily as financial co-operative businesses.

Credit unions are not, in fact, an effective way to bulld community whese it does not already exist.  Hannon, West
and Baron descibe the original forms of credit unions at the tum of the last century in New York as a “form of
organisation that is buill on existing social bonds™. Credit unions require mutual trust, which wili be lacking if
community is weak o non-existent. Community neads to be built first, to provide sponsoring groups and iccal
leadership, befare credit unions can be effective. Credit unions are belter viewed as second-wave communiy
develepment vehicles, to be used 1o strengthen community rather than to try fo create i where none exists.

The approach that urges credit unions 1o remain small is often supported by the argumen that small credit unions
enable everyane to participate and develop new skills in a suppoitive and friendly atmosphers. Often, as much
as community development, the personal and social development of individuals is stressed as a priority goal of
credd unions. Yet, would these goals be better seved by [arger, more inclusive organisations that could truly
strengthen focal communities by offering quality financial services and by creating local jobs? Somatimes too
people are sold a vision that says it s easy fo slart a credif union anywhere with anyone as volunteers. Often the
only result is siress for a small number of voluniears. The intemational co-operative vision is that credi unions
are accessible and open to all. Smail credit unions can only make marginal impact either in terms of developing
the skills of individuals or of contributing to the regeneration of communities. '

Gommunity developmert and the personal development of incividuals do represent worthy social and
governmental goals, Established credit unions can indeed play a large role in developing people and
communities. But If credit unions are started with the primary goals of the personal development of volunteers
{who kack knowiedge and leadership sidlis) and the development of the communify then there is a loss alf around.
The community will not receive the financial sewvices it needs, and the oppeitunities for community anc
personal development by an effective, sustainable credit union will not occur either A few volunteers may
benefti, but with the unacceptable loss of a greater opportunity for doing gocd. I 1 is to be successful, a credit
union's primary goal must be to provide reasonabiy priced financial services to those who otherwise would not
have access to them.

3. Autonomy and Leadership

Research findings indicate that successiul credit unions grow out of competent, entrepreneurial leadershin and
clear commitments to autonomy and independence. Significantly, some of the most successful credit unions in
the couniry have been established and led by groups, often of women, who have been able to provide direction
and a sense of purpose and who have prionitised self-reliance above all  This ties in with the fact that
seff-promoted credit unions tend to be much sironger than those promated by exiernal agencies.

There is a need to develop champions of the cradit union movement and to recrult competent and able
community entrepreneurs. The credit union movement needs eaders who are both able to develop an
empowerning vision and generate and sustain a bias 1o action. There is an equal nged to move away from a
tendency, often done with the best of intentions, to recruit the most disadvantaged with fewer skills within

SHannran ME, and West £, and Baron D, Dynamics of Populations of Crdit Uniong Filene Aesearch instituie, Madizon 1994 pg.13




communities as credit union leaders, Cleary the desire to develop the skills of more disadvaniaged people is an
important social goal, but it is leaving too many credit unions beredt of people skilled and equipped fo manage
and sun effective financial community businesses,

Leaders, as Bennis claims, need to be purveyors of hope, optimism and a psychological resiience that expects
success® Perhaps the beginnings of this hope and expectation is already detectable in the research findings.
Thera is clearly emerging an increasing desire, by more and more credit unions, to be less dependent on grants
and o grow into & mature, sustainable movement.

4, Effoctive Govemance

The effective govemance, as distinct from the day-to-day management, of credit unions is & core elemeni of
success. Often groups of volunteers, able and compeatent in the day-to-day tasks of the credit union, are less sure
when it comes fo thinking streiegically about the direction and growth of their credit unions. Even though there
has been a significant fise in the considaration of #s importance since inifially sefting up, siill enly 51% of all
community credit unions think & to be very important today te have a formal business plan. This compares with
91% of high membarship growth community credit unions.

Credi unions are successiul when they have been able to develop the effective leadership of volunieer boards
and committees, For the most par, this involves recrulling individuals who are well regarded in the community
and, at the same time, have the skills and vision io collectively promote the credit union and meake it grow. The
research indicates that the British movement is becoming clearer about the abilities and skills required to be an
effective credit union director. The challenge witl be to ensure that this changing perspective influences the
qualily and calibre of credit unions boards and committees.

Credit unions are more successiul whan boards of direstors direct credit unions o adopt policies that maximise
savings in the credit urion. Credit unions that overwhelmingly attract bomowers rather than savers tend io remain
small and less effective.

The research findings indicate that the competence, commilment and care of the board of directors have to be
complemented by clear stuclures, systems and processes, charclerised by democralic and open decision
making.

5. Business Focus, Professionalism and Membesr Service

One of the clearest findings to ememe from the research is thai credit unions, whether worcbased or
community, are successiul when they have a fim business orientation, are professional and priositise the guality
of semvice io their members. Successful credit unions are good at developing market oppordunities, committed to
working at whai they know best and getting on with developing the business.

Research findings show many credit unions are facing real difficulties in running effective and eflicient financial
businesses. Staffing difficulties predominate. Volunteers do not always have the time and energy to run such
demanding businesses in a way that is able to promete and sustain significant growth. Itis indeed & mark of the
commitment of sc many volunteers that they are able to provide the senvice they do, Yet, significantly, 86% of
community credit unions do agree that volunteer bum-out is restricting the growth of their credit upions. This
bum-out fimits access {o credit union sevices. 62% of all communily credit unions, for example, are only open
for six hours a week or less, a third for only three hours or less.

SBennis W, and Goldsmith J. Qmanizing. Goniys, (ondon: Nichplas Bmany 1597
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Donnelly and Haggett make a crucial point when they write, “residential credit unions do more work for less retum
{as they process many more smaller loans which generate less income). When it is remembered that in almost
all cases the work is dong by voiunieers, there is the danger that the volunteers will get fed up® and withdraw.
Coupled with the difficulty of attracting new volunteers, this represents a danger to the conlinued existence of
some residential credit unicns. This danger of “director walkaway” has been a concem to many for some time™

Significantly, communiiy voluntesrs are increasingly interested in engaging the support of paid staff. 50% of high
membership growth credit unions now consider having pald staff to be very desirable. But, even amongst this
group, only 23% think it very likely that they wilt have paid employesas in the credit union. Smalier credit unions
consider having paid staff to be less desirable and even less likely. The issue of paid staff, and of managing those
stafi, is going te become more and more pressing as volunteers sufier increasing pressure of work. Having paid
slaff may also encourage more people with existing skills, financial, legal marketing etc, who are working full time
and who cannot give time 1o credit union operations, fo become involved in credit unions.

In endeavouring 1o develop a professional financial service, credit unions continue to face difficulties with
premises. Ofien credit unions are in premises that continue to promote the image of a *poor persons’ bank” .
Many certainly do not atiract new members. They are often neither visible, comiorable, fiendly nor safe. 26% of
communily credit unicns, replying o the survey, are still run from volunteers’ homes. Cleady, if community credit
unions are to be sustainable in the longer term, and make a significant impact in their communities, they are going
to have to operate from suitable premises that promote an open, inclusive and accessible image.

8. Business Development and Training

Research findings indicate that credit union volunteers are significantly changing thelr perspectives on what is
imporiant within training and development programmes. They are cleadly indicating that they are seeking
improved business development sevices.

The change, from what credit unions considered very important when they slaried, o what they see as vely
imporant now is remarkable. 48% of community credit unions now think business skifis to be very imporiant
compared with only 20% when they set up, and so on. High growth work-based and community credit unions
increasingly stress the central importance of husiness skills, formal business plans, management and financial
{rmining and an understanding of the working of financiat institutions.

There evidently needs to be an improved business focus within credit union ¥raining and development. Whether
this trmining is underiaken by development agencies, local authorities or credit union support groups, more
competent assistance needs to be given In marketing, business management, information technology, technical
information and in leadarship and enirepreneurial development.

In the shorter temm, given the curent situation of so many smalier community credit unions there nesds 1o be an
immediate focus on cument organisational development. Undoubtedly, there is a role here for larger credit unicns
to act as mentors in bringing smatler credit unions up to more effective operational standards. Possibly, | may be
in the business interasts of some credit unions o consider amaigamating with other credit unions.

7. Sponsorship
Credit unions tha! have a spensorng omanisation behind them tend to have a greater chance of success. A
sponsor is an emanisation, such as a company, a local authosity, a church or community organisation, that Is

witling to tend s good name to the credit union. Sponsors can assist by making facifities available, by providing
in-kind contributions {such as staff support) or by finding funding to assist in the development of the credit union.
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But what they give most to credit unians is credibility. This is equally frue for communily and work-based crecit
unions. Sponsors hava ne legal or financial fiabilities for the credit union but, by lending their name and good will
to the credit union, are perceived by members and potential members as having a cerain moral or public
relations responsibility for its success.

8. Assessing Performance

The research has highighted that the credil union movement lacks a commonly understoed and accepted way
of assassing performance and success. For example, the high safisfaction rates reported by credit unions as o
their economic viability give rise to questions about the kinds of erileria by which this viability is being assessed.
The same questions couid be asked of the way in which membership growth or quality of service are assessed.
Financial and management standards, atthough available, do not seem: o be widely used nor promoted within
the movement. It is interesting that the development of the Credit Unien Process of Assessment, in Greater
Manchester, was one attempt to remedy this situation. Along with developing indicators of success, there is a
clear need to ideniify best practice within credit union development and 1o create benchmarks by which credit
unicns can assess their own performance,

9. Employment Based Credit Unions - Learning from Success

Research findings confirm that work-based credit unions are performing betier than community credi unions. X
i important that community credit unions have the opporunily to leam from the success of larger, work-based
credit unions and, in particular, how they can replicate three of their evident success faciors: busingss purpose,
sponsorship, premises and staff

It i3 impartant to recognise that, in some areas, the best way of developing a credit nion for the community may
ba by first developing a work-based credit union. With the support of a local employer, a credit union can creaie
the solid foundations on which sustainable organisation can be buitt Once fimnly established, this credit union
could then recruit members from: the wider community. It may be, in the fisst instance, batter for local authorities,
for example, to support credit unions for their own employees as the first step in a strategy to create a
sustainable local credit union for alf those who live and work in the area®

10. Investment and Public Subsidy

The credit union survey indicated that 80% of all community credit unions were established wilh grants or
stibsidies, mainly from loca! aulhosilies or ather public funds. Howeaver, ins the local authorily suivey, out of the 64
local authorilies who stated they suppeded credit unions, financially or otherwise, only 29 stated they evaluated
credit union perfomance.

In the United States®, credit unions seeking special Govemment assistance must mes! specific evaluation
criteria and operational requirements to be considered for appraval, For the most pad, this is not the case in Britain,
Even where evaiuation crileria are in place, public funding is often not linked to the kinds of objectives and
perfomnance targels that relate immediately 1o the development of sustainable credit unions. Under criteria sel
by funding regimes, performance targels are often set to the kinds of outputs, for example, number of training
hours, that fail to indicate the progress in credit union effectivensss and economic viability.

The regearch did indicate a certain dependency on extemal funding andfor suppori. 32% of community credit
unions could not survive without extemal support and 40% coutd only survive with difficulty. In fact, this support
is more likely to be, In the majority of cases, in the form of free accommadation than aciual grant aid, However a

=cf sustajnabie credit union devilopmant in St Helens. Chapter 6.2

“Raficy Statement on Special Assistance and Special Actions. The Nationa! Credit Union Administration, Apnil 1587

“Harthowud and Hinton guoled by Donpelly and Haggett (1997)

“Danovan M, and Harvey A, and Thomas L, Enabfing Community Epterprze Local Government Managament Bcard Repott 1398 pg 34
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nole of care needs o be sounded in regasd to the relation between funding and dependency. Berthoud and
Hinton, for example, stressed that %n the fong run, a community credit union depends on the loyalty of its
members, and on the willingness of some of them o work for the common good, It is feared that too much
suppoit might alfow credit unions to develop amongst groups of people lacking the necessary commitment,
aven worse, that if fife is too easy at the star, then commiitment will actually be discouraged™.

By linking funding to evaluation criteriz and operational requirements, dangers of long-term dependency on
extemal support could ba reduced. This point was made in the report, Enabling Communily Enlerprise, Where
grants are given, performance should be monitored and tied to service- or activity-level agreements. It should
be made clear to community businesses thai the receipt of assistance brings with it responsibilities™,

11. Evolution and Organisational Change

The final question of the research suvey was, in many ways, the mast important of all. The reply was even more
important and significant for the future of the movement. 83% of work-based and 71% of community respondents
agreed that credit unions need to change. They agreed that credit union need to become more like a professional
financial service, to offer a wider range of senvices and produgtis, to create larger and more diverse common
bonds, to employ (more) paid staff to cany out day-to-day activities and to redefine the wole of volunteers in terms
of policy and direction and free them from the weight of day-to-day administration.

The Biitish movement can leam from the US that credit unions do change over time, some even disappear, in
response o changing secial ang economic conditions. The frick is to create new organisational forms of credit
urion that bring both stability o the movement and enable many mere people t0 access the benefits of credit
union membership. The way things are dane now are never the way they will always be done in the fulure.

What was interesting in the sesearch was not just the commitment to change buf the experimentaticn and
research into new ways of doing things that are cumently taking place. Greater Manchester Chapter has been
expiofing amalgamations and mergers with other credit unions. Southwark Councit Employees have been
investigating amalgamating with a community credit union to create a new organisation for the whole of the
borough. in Telford, & progressive, strategic plan is being put together to meme corsmunily credit unions in order
ta develop one large economically viable credit union, with an expanded commeon bond fo cover the whole Telford
and Wrekin area. At the same time, the Councit Empioyees' Credit Union is seeking to expand by including in #is
commen bond other groups of public and private sector employees in Telford. In the long term, based on one
live and work common bond, it is planned te unite the work-based and community credit unions inle one large,
sustainable credit union for the whole town and surrounding area.

Evolution demands uncovering and challenging assumptions and mindsets. The North Manchester model®brings
local businesses, churches and communify organisations together in a plan o develop just one credit unian for
an area, where in the past, there would cerainly have been ideas for four or five. The medel depands on creating
a lazge and diverse common bond angd establishing the credit union with sufficient resources, paid staff and
funding to achieve a sufficient size 10 be economically sustainable from the outset. i is this kind of change the
overwhelming majordty of the credit union movement has agreed will charagterise the future of the movement.

12. Noeded: A Crodit Union Controilad Support Struciure
The research throws up ye! another question. Should the goat of fulure development be not only sustainable
credit unions, but also a sustainable movement? The significant characteristic of successiul movements, notably

lzeking in Britain, is a single, strong credit union owned and controlled suppodt struclure, Throughout the world i
has proved to be the vital element of a self-sustaining credit union movement.
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Examples of self-sustaining movements include;

e The Irish League of Credit Unions, to which nearty ali credit unions belong and which provides a full range of
training, monitoring, semvices and suppor.

« The National Association of Savings and Credit Unfons {Poland), the single nationai body started only about six
years ago with funding from the US, is now entirely seff-supporting from the Polish movement. 4 has taken on the
job of starting new credi unions, at no cost to government. The Pelish movement now has more members than
Britain {in a country with a population one guarter as large, and at a {otal cost over four years of less than a thid
of what is spent in Britain in one year)

@ | the US, Canada, and Australia i is the same story with slrong, integrated systems of credit union owned and
condrolled support organisations. These organisations became self-sufficient supporters of credit unions early in
their histories.

In Britaln support for credit unions has been fragmented. There is duplication of effor resulting in inefiiciency and
lack of scale economy.  Most support is provided by bodies which credit unions do not own and controd, all of
which have their own sepatate agendas. This lack of a strong suppo:t organisation is a major cause of the
movement’s failure to grow.

Credit unfons in Britain need a single national systam which they own and control which gives them the
foilowing (as such systems do in ofher countries):

o Polifical and public representation
o Training for volunteers and staff

e Technical advice and consultation
o Marketing and promotion

e Research and development

e Standards for best practice

o Business systems

e Back office support

® Group purchasing

@ insurance

e Central finance

The Association of British Cretiit Unions Limited (ABCUL) is the only credit union-controlled organisation with the
potential to develop info such a system.  The credit unions affiiated with ABCUL currently represent over 80% of
ali individual credit union members in Britain, with about 85% of the movement’s assets.
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Chapter 9- Goncluslan

This research project arose out of the conecem that many small, mainly community, credit unions are not growing.
Moreover many are struggling to operate effectively and are remaining financially very weak. The result is that, in
many areas, credit unions are only reaching a limited number of people and many, pasicularly those on low
incomes who need affordable and accessible financial sewvices the most, are missing out. Research findings,
both quantitaiive and qualitative, have confirmed that this problem not only exists but is more widespread than
may have first been thought

A quastion of purpose

The project alse began with the hypothesis that one of the reasons for this fack of growih is a sel of
understandings about the nalure and purpose of credit unions, This has produced, in the mind of many, a cerlain
modet of organisation that assumes credit unions to be small, grant-dependent, entirely volunteer run and
relgtively easy o manage. The focus of this model is more on local community activity, and responding to the
personal, educational and social neads of volunteers, than it is on establishing viable communily businasses able
1o offer quality financial services 1o the people that need those services.

The research confirmed this hypothesis insofar as credit unions are understood Dy many as primanly
community development projects and senvices for disadvantaged people rather than co-operative financial
institutions, This has most certainly led to many credlt unions being established without a full appreciation of the
busingss, management and financial skills required 1o run successiul commundly businesses, Only 20% of
community volunteers, for example, replying to he survey, considerad business siills to be very important when
they set up their cradit union. This has impacted on the economic viability and sustainaniliiy of these credi undons.

Success and Good Practice

If the research hypothesis was confirmed, so too was the fact that there are examples of larger cormnmunity and
work-based credit unions that are growing as sustainable community enterprises offering guality financial senvices
to those thai need them the most The research findings have, by no means, indicated a cause for gloom
within the movement. On the contrary, the credit union movement is, overall, vibran and very successfl. But the
reovement does need to leam from these successful credit unions which see themselves, predominantly. as
co-operative financial institutions.  All credit unions not only need the resources, staffing and premises to make
them work but need {0 develop an entrepreneurial and business-ike cultuse which priortises offering a gqualily
senvice to members.

Change and the Way Ferward

The research has indicated a growing desire for change within the British credit union movemnent. The vision of a
more professional and business-orientated movement, accessible to all but senving those on low incomes the
most, is now shared by over 70% of the credit union movement. The critica! *how” to bring this about is, of course,
now the key question. ¥ stats with how {o think, gefting away from models of development that result in credit
unions remaining small and financially weak. 1}t then focuses on how to achieve. The movement needs io
develop new imaginative models of development that create sustainable organisations able o offer quality
financial sanices to people without buming out volunteers in the process. The commilment of volunteers Is the
primary strengih of the credit union movement, it neads to be supported in a way that maximises, rather than
diminishes, its impact. Central and local govemment, trade associafions, development agencies, credi unions,
local chapiers and support groups ali have & major role fo play in implementing this new vision for the
movement.  Credit unions must change, not only to suvive, but to grow into the kind of sustainable financial
institutions that can bring significant economic benefs to individuals and communiies.
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Chapter 10 - Recommendatlons

The present state of the credit union movement in Britain reflects the efforis and influence to date of a number of
entities, both public and private. The results of this research project suggest a number of specific steps which
interested pariies should take in the future so as o enable the credit union movement to achieve its full potential,

Central Govermment

1. National Govemment, through HM Treasury, should ensure that the legal framework is amendad fo allow
credit unions to altract savings, make more loans, have greater flexibility and seve their members better,

2. Govemment shoutd ensure that the fothcoming FSA resulls in appropriate regulation and supeanvision for the
movement

3. The Deparment of the Envionment, Transport and the Regions (DETH) should establish clear criteria for
sustainabilily in community credif union developrment.

4, The DETR should publish guidance on how credit unions can combat social exclusion and how sustainable
community credit unions can confribute to an effective community regeneration sirategy.

5. The DETR should consider supporing action research on a smali number of pilot examples of sustainable
community credit union development using SRB or European monsy, This will establish a framework for others o

use.

8. The DETR shouid support the development of a good practice unit which provides advice and guidance o new
and existing credit unions on all areas of policy and business development.

7 Govemment should direct a portion of its financial suppon for credit unions toward assunng the development
of a slrong credit unior-owned and centrolied support system.

Registry of Friendly Societies
1. Ensure that they provide appropriate regutation that recognises credit unions ar financial institutions.

2. Register onjy those new credit unions that can show proper management and self-susiainability within a
reasonable period and proper application of public funds.

Ragional Development Agencies

1. Ensure that their strategic plans rcognise the role that sustainable credit unions can play within the economy.
Local Authorities

1. Local govemment showld recognise the huge potential of sustainable community credit unions to impact on
sacial exclusion. These credit unions are community-owned and controlied financial institutions based on a

traditional voluntary sector business mode! of volunteer direction and professional management.

2. They should develop strategies for community economic development that have clear success criteria for
credit unions in terms of sustainabiliy, independence and impact on thelr community.

3. Local govemmert should evaluate their present credi union development strategies and assess the extent io
which they have achisved Best Value in enabling communities to access the senvices of credit unions.

Towards
susiainablie credit union
tievelopment

A Reseaich
Project

pago 105




pane 100

4, |ocal authoriies should promote and support the development of credit unions, helping them to start with
sufficient resources and funding to achieve a sufficient size to be economically sustainabie within three or four
years.

5. Local authorities shoutd encourage their employess to establish credit unions.

6. Local authorities should enable employae credit unions to assist and support community credit unions in thelr
area.

7 Local authorities should recognise that, to succeed, credit unions must begin operation with the following
glemenis in place;

o A solid business plan, which fargets growth and is able to demonstrale sustaimability without external
support after three years.

o The effective leadership of a volunieer board and cormmittees, consisting of individuals who are well
regarded in the communify and have the skills and vision to develop the credit unicn and make it grow.

© Support and spensorship from respected local instifutions, to promofe the credit vnion and give it
credibility.

@ [nitial funding or in-kind support to provide the credit union with:

o Aftractive premises, conveniently located to people in its communily, and
@ Trained professional staff to operate the credit union

e An effective marketing and promotion programme capable of aftracting at least 500 fo 1000 members
during the first few months of operation.

8. Local authorilies should consider undertaking a feasibifity study in an area as a way to assess need and
enthusiasm for & credit union before employing a full time worker, The feasibility should assess and report on the
possibilites for achieving all the elements listed above. Only once a feasibility study has suggested the potential
for a credit union should local authorities put their resources and support behind the development.

9. Lecal avthorities should measure success of credit union development in terms of sustainability, number of
membars in the locality with aceess 1o & rang2 of credit union sewvices efc. rather than by numbers of credit
unions.

Development agencies

1. Should promote an image of credit unions which moves away from the “poorman’s bank” and sees them as
community-owned financial institutions capable of providing low cost, ethical financial senvices for a wide range
of ordinary people.

2. Should develop business planning tools o help credit unions develop and “own” business plans which are
based on sustainabitily over a three of four year period.

3. Provide angoing assistance to ¢redit unions with effective marketing siralegies and training for volunteers and
staf

4, Provide or second initial project stafffmanagers, with business skills, to a credit union who are therefore moti-
vated {o achieve the projected business plan growih.




5. Provide advice and support to credit unions in procuring/setling up safe, secuse premises that achleve an
imaga of stabilily for the credif union and help attract savings.
8. Should actively recrult local leaders and sufiicient ‘purnp prime’ resources bafore proceeding to statt up.

Funding agsncies

1. Recognise that their funding can “kick-stad” a sustainable communily business that can after 3 or 4 years
genuinely survive and flourish without further grant funding.

2, Provide grants towards premises costs, equipment and funding for initial staff based on evidence of & scund
businass plan presented by & credible leadership.

Sponsors

1. Recognise that their funding can *kick-start” a sustainable community business that after 3 or 4 years can
genuingly survive and Riourish without further grant funding.

2. Provide grants towards premises cosls, equipment and funding for initiat staff based on evidence of a sound
business plan presenied by a credible ieadership,

3. Second initial project slaff and provide assistance with marketing expedise from within the sponsoring
organisation.

Banks and Building socislies

1. Recognise that credit unions are community-owned and controlled financial institutions based on a tradifional
voluntary sector business model of voluniesr direction and professional management.

2. Recognise that these credit unions can complemant thelr own custorner base.
3. Provide help with business plan development and marketing sirategies for credit unions in development.
4. Provide/second initial staff for credit unions, and/or pravide funding for these staff.

5. Provide advice on procurement/setup of premises, grant funding for premises or provision of premises and/or
equipment for use by a credit union,

6. Provide basic forms, model operating procedures and 1T systems for credit unions.

7 Provide training and/or premises for credit union staff training.

8. Provide vacated premises for crecit union use.

Credit Unions

1. Adopt practices and procedures that foster the sacial goals of the credit unisn by ensuring it is firmly, and
firstly, estabiished as a community financial institution, owned and conirolled by its members and led by

volurteers,
2. Develop a solid business plan, which targets growih and success.
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3. Adopt clear management and financial standards by which progress can be measured and assessed.

4, Develop the effective leadership of a volunteer board and commiitees, consisting of individuals who are well
regarded and have the skills and vision to develop the credit union and make it grow.

5. Seek support and spensership from respected local institutions, to promote the credit union and give #
credibiiity.

6. Seek and use funding or in-kind support to provide the credit union with:

o aliraclive, accessible and vistble premises
o frzined professional staff to operate the credit union

7 Develop an efiective marketing and promotion programme capable of attracting at least 1000 members in order
to ensure the stabifity and viability of the credi union.

8, Larger credit unions consider ways in which they can help and support smalier credit unions,

9. Work together toward the development of a single credit union controlied suppont system.

ABCUL

1. Represent the cradit union mavement with Govemment te obtain changes te credit urion legislation,
2. Provide a system of appropriate training which credit unions can access.

3. Work with credi unions to provide the foliowing services and build a cohesive eredi union movemerd:

o Political and public representation
o Training for volunteers and staff

o Technical advice and consultation
o Marketing and promelion

o Research and development

o Standards for best practice

o Business systems

o Back office support

o Group purchasing

® [nsurance

o Central finance

4, Establish a Good Practice senvice and database

5, Conduct action research within credit unions on how community credit unlons can conliibule io effective
communily regeneration.

6, Establish assassment and performance criteria and communicate these to credit unions.
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Appendix |

CREDIT UNION SURVEY

Credit Unions are requested to identify themselves by name. The reason for this is that, if any
important issues do arise in the survey, it will allow. the possibility of your being contacted
for further information. All information given and views expressed in the gquestionnaire
will be treated with complete confidentiality.

Credit Union :

Reg. No. :

Survey completed by : Role in Credit Union :

Year Credit Union registered !

Qla) What type of cammon bond do you have?

Community Oy
Associational 02
Employee/Industrial s
Other (please write in) 04
b) If community or employee, does your common bond include live and work?
Yes Bz No Oz
Q2 What was the main reason for setting up a Credit Union? — please explain below,

(3/4/5/6)

Q3 What were you or the original volunteers, trying to achieve when your Credit Union was first
established? - please explain below.

(778/9710}

Q4 When you first set up the Credit Union which one of the following best describes the sort of
organisation you were aiming to set up? .

A financial institution Ll
A community development project 0z
A co-operative i
A service for disadvantaged people m
Other (please write in) Os

Q5a) How realistic were your expectations of what was involved when setting up your Credit Union
initially?



b) ... and how realistic were your expectations in terms of the day to day running of a Credit

Union ?
() (&)
Setting up Running
It was much more difficult than expactad Sy O
It was a bit more difficult than expected 0: G2
1t was what we expected s i i
It was a bit easier than expected ‘ 0s Oa

It was much easier than expected ' s s

please continue over ...
If you found it more dififfcult than expected, why was that?

(14/15)

Q6 Listed below are a number of factors which cc;uld be regarded as important when starting up a
Credit Union. For each one, please indicate the level of importance attached to it when initially
setting up your Credit Union.

Very Quite Naot Very Not
Impartant important  important atalf
important
Business skilis (1oL 0O: s s
Understending of the workings of a financiat
institution 0 3 O
Having a formai business plan ] O ] [
Management and Financial Training a N d a
Volunteer Suppert 2 I} a 0
Grant Aid ] m] 4 M}
Sponsership ] 0 0 0
Permanent office premises 1 | o 0
Paid staff & ) 0 O
A shop front branch or coliection point [ ) O |
A number of different collection points [} g ] O
Having a high proporiion of the common
‘bend make a pre-registration pledge to join 3 | 3 a
Being financially viable without the help of .
grants g 0 ] 0
Having clear social goals Dy i) £is [ 13
Q7 How important would you regard each of these factors today (based on your experience of
setting up and running a Credit Union)?
Very Quite Not Very Not
Important important  important atall
important
Business skills Oiee e 3 m B
Understanding of the workings of & financial
institution 4 ] a a
Having a formal business plan 0 M) ] a
Management and Financial Training 0 O O a
Volunteer Support (] O a a
Grant Aid g O t:l 0
Sponsorship 0 0 0 a
Permanent office premises 0 O ] |
Paid staff 8 O 0 st
A shop front branch or collection point [ 03 0 O
A number of different collection points (] o g [
Having a high proportion of the common .
bond make a pre-registration piedge to join g a 0 m]
Being financially viable without the help of
grants ] M 4 ]



Q8a)
b)

Q8

Q10

Qila)

b)

b)

d)

Having ciear social goals The 2 {33 {1

Did your Credit Union receive any one off grants when setting uﬁ?
Do you receive any regular external funding?

(a) (8)
One off Regular

Yes D) Ghss

No 02 [
If Yes to either: -
Please detai! from whom you received your one off grants or regular funding?

Funding From One off/Regular amount
(46/47) (48/49)

Do you receive any other form of support (e.q. free accommaodation, heat, light, telephone,
postage, stationery, photocopying or printing etc.) from any cther external source?

Yes Oisey No 2

If Yes
From whom do you receive support, and what form does it take?

Support From Type of support

(51/52) (53/54)

How dependent would you say your Credit tinion is on the external funding and for support
you receive?

Could not survive without it Oxss)
Could survive without it but with difficulty )]
Could survive without it guite easily £z
Could survive without it very easily Oa
No funding/support received s

Did you have the help of a development worker from a local authority or development agency
when you set up your Credit Union?

Yes Oussy  No 0: -GoToQl?
If Yes
How helpful would you say the development worker was in helping you to set up your Credit
Union?
Very helpful Dysn Not very helpful 0
Quite helpful jm Not at all helpful s

How realistic was your development worker in setting out what would be involved in
setting up and running a Credit Union?

Very realistic Dyss Not very realistic O3
Quite realistic 82 Not at ali realistic 0Os

Wouid you say that the development worker shared your philosophy on the aims and goals of a
Credit Union? . :

Yes Oise  No b



If no, in what way did you differ?

(68/81)

Qi2 Isa development worker currently involved with your Credit Union?

Yes iezy No T2 -GotoQR13

If Yes, what role do they play?

(83/6%)
... and how dependent would you say you are on your development worker?
Could not survive without them Oyss
Could survive without them but with difficulty 0z
Could survive without them quite easily s
Could survive without them very easily m P please continue over ...

Q13  Taking into consideration all your experience of setting up and running a Credit Union, what, if
anything would you do differently if you were starting up a new Credit Union today?

(66/67)

Q14  Overall, how satisfied would you say you are with the success of your Credit Union today in

terms of:-
Very
satisfied

Numbers of members h
The quality of service to members h
Financial viability By
Achieving your social goais h
Attracting sponsorship tm |1

Quite Not very Not at all
Satisfied satistiad Satisfred
0z Os Claes)
] [ 04
3 Oz i
0: 03 Ca
0z 03 Blagry

Q15a) Which, if any, of the following goals has your Credit Union achieved? (Tick as many as appiy)

Create paid jobs

Greater social cohesion

Personal growth of volunteers
Personal care and support of members
Support of community activities
Enabled community businesses

Other {Piease write in)

b) How do you know you have achieved them?

m o)
2
[
M4
Qs
Os

O

73}




Q16a) How many volunteers do you have that regularly participate in Board Meetings?

(78)
b) How many volunteers in total do you have that take part in the day to day running of the
Credit Union?
o
c) What are the proportions of men and women amongst your volunteers?
Less than a quarter women Osos About 75% women, 25% men s
About 25% women, 75% men 02 More than three quarters women s

About haff men and half women Oz
Q17 Do you have any paid staff?

Yes Oiwsy  No 02

IfYes

Please indicate how many paid staff you have in each of the following categories?
Full time - at least 30 hrs per week (80
Part time - working 20 to 30 hours per week (81)
Part time -~ working 10 to 19 hours per week (82)
Part time - waorking less than 10 hours per week (83)

Q18 How strongly would you agree or disagree with each of the following statements?

Stongly Slightly Slightly Strongly

agrae agree Disagree bisagree

Qur volunteers are spending too much time

on Credit Union business O 0z [ Classn
Qur volunteers are becoming tired and losing

interest (m }} 2 [ Dl
We are not attracting enough new voluntesrs h 0Oz I} s
We are too dependent on volunteers for the

day to day running of the Cradit Union O i [ 2 O+
We would like to employ paid staff/more paid

staff but can't afford it 0: e .} Dazs)

Q19  Are your accounts handled manually or by computer?

Manually [ BTE:)
By Computer 2 . Go To Q20

If manually

a) How impaortant is it to your Credit Union to computerise it's accounts?
Very important [ TE) Not very important O3
Quite important 02 Not at afl important  Ds

b) What prevents you from computerising your accounts?

Cost - can't afford it ey
Not sufficiently familiar with computers i i)
Prefer a manual system O3
Other {Piease write in)
im0
Q20a) From what type of premises is the administration of your Cradit Union mainly carried out?
Volunteers home Dusy
Church Hall/Community Centre etc 32
Employers/Work premises 3z

Credit Union's own premises 34



Other (please write in) Os
s

b} If open to members, which of the following images .do your premises convey to the

Q21a)

b)

Q22

Q23

membership?

Highly professional D
Professional 32
Friendly I3
Community/people orientated i B
Poor Os
Shabhby 3
Amateurish 07

How many collection points or office premises open to members does your Credit Union have?

(84

In total, how many hours per week are these collection points or offices open?
(If more than one collection point or office, add all hours together)

{35)

Are any of these collection points permanently staffed high street premises (staffed either by
paid or volunteer workers)?

Yes Oses  No 0

Which bank does your Credit Union bank with?

Bank of Scotland Dhen  Midland s
Barclays Dz Nat West Gr
Clydesdale Bank 3 Royal Bank of Scotland Os
The Co-operative Bank m Other (Please.write in)

Lioyds s Czeom)

Q24 How satisfied are you with the service you receive?

Q25

Very satisfied Dazs)

Quite satistied 3:

Not very satisfied k3

Not at all satisfied pa B
Why do you say that?

(300/103/102/103)

Over the next five years, which of these scenarios do you envisage for your Credit Union? (Tick
one box only)

its membership will increase E1gi04)
1ts membership will stay the same s



Q26

Q27

ts membership will decline ]

Tt will go out of business tm ]

It will amalgamate with another Credit Union s

It will absorh smaller Credit Unions Os
Why do you say that?

{195

Given the wide range of financial services available today, do you see a role for Credit Unions
in the future?

Yes E310z08)
No 02

If Yes
What role do you think Credit Unions should play in the future?

{107/108}

Listed below are a number of factors which could contribute to the future growth and
development of Credit Unions. How desirable would you say each of these aims would be for
your Credit Union?

Very Quite Not very Not atall Already
Desirable desirable desirable desirable achieved

Substantially increasing the number of

Members 10209 2 s Os s
Having computerised accounting | I} o 0 ]
Having paid employees 0 0 0 0 a
Increasing the number of branches or

collection points i e 0 m| )
Having High Street premises 3 0 0 O m]
Increase the size of the common bond b 2 ] O [m]
Being less reliant on volunteers for daily

tasks 0 | ] m} jm}
Offering 2 more professional financial

sepvice O 0 0 m]
Developing a range of other services {e.qg.

insurance, bill paying, credit cards etc) Disun 0: s O Os



Q28

Q29

Q30

Q31

Q32

Q33

How likely is that in the next five years your Credit Union wilk;-

Very Quite Not very Not at Already
Likely Likely likely aft fikely  Achieved
Substentially increase the number of
Members Chiusy £z [ 0s Cls

Have computerised accounting ad a 3 I a
Have pald employees O o I ] |
Increase the number of branches or

collection points ) m} 0 ] 2 A
Have High Street premises m} o O 0 a
Increase the size of the common bond '} 0 I 2 1
Be less reliant on volunteers for daily tasks d 0 0 d a
Dffer 2 more professional financial service ] 0 0 2 ©
Develop a range of other services (eg

insurance, bill paying, credit cards etc) D285 [ b Oa 04 s

Listed below are a number of factors which have been said to be restricting the growth and
development of Credit Unions. How strongly would you agree or disagree that each of these is
a factor in limiting the future growth and development of your Credit Union?

Strongly Slightly Slightly Strongly

Agree agree disagree Disagree
The common bond Qigon e ) [ s
Restrictive [egislation 0 ] a [m]
Volunteer bumcut 0 a 0 g
Lack of new voluntears coming through 0 0 0 a
Lack of external funding I [ (] 0
Lack of businass skills amongst volunteers m| Imt} ] a
Increased regulation sy 03z O3 s

Focus Groups around the country considered ways in which Credit Unions could grow and
develop in the future. One method being considered is the possibility of Credit Unions
amalgamating to form larger Credit Unions. How interested would you be in the idea of
amalgamating with another Credit Union (assuming that this would be allowed within future
fegislation)?

Very interested Dhzey Not very interested int 53
Quite interested 0Oz Not at all interested O

..antl how interested would you be in the idea of your Credit Union being taken over by
another Credit Union (assuming that this would be aliowed)?

Very interested Diss)  Not very interested 32
Quite interested 0z Not at all interested s

What would you say would be needed for your Credit Union to be able to expand in the future?

(235/137)

It is maintained that, in order to survive in the future, Credit Unions will need to change. It is
considered that credit unions will retain a clear commitment to mutuality, community and
social goals. However they will have to achieve greater financial viability and sustainable
growth by :~

+ Being operated more like a professional financial service

¢ Redefining common bonds to create larger markets

+ Having (more) paid staff to carry out day-to-day activities



+ Redefining the role of volunteers (policy, promotion, direction et¢ rather
than day te day administration

+ Offering a wider range of services and products (insurance, bilt paying ,
credit cards) )

+ Amalgamation with other Credit Unions

How strongly do you agree or disagree with this vision for the future?
Agree strongly Ouss  Disagree slightly G4
Agree slightly 38 & Disagree strongly Os

Neither agree nor disagree O

Q34  Are there any other comments you would like to make about the current or future operation of
your Credit Union or the Credit Union movement in general?

BACKGROUND DATA

in order to help us analyse the results of this survey, please complete the following information about
your Credit Union as of 30" June 1998 (the date of your last quarterly return). All information will be
treated in the strictest confidence, with no individual Credit Union being identified.

Total size of common bond {139)
Total number of adult members i (140)
Total assets (141)
Total shares (142)
Total loans outstanding {143)
Total reserves ' (143
Total number of junior members (145)
Total value of junior savings {146)

THANK YOU FOR HELPING WITH THIS SURVEY
PLEASE RETURN YOUR COMPLETED QUESTIONNAIRE TO QCL MARKET RESEARCH
IN THE PRE-PAID ENVELOPE PROVIDED

H8/60
Aug 58



Appendix Il

Participants in the National Survey

The research team would particularly like to thank the following 257 credit unions that participated in the

national survey by responding o the guestionnaire.

AP L Credi Union Lid.

A19 Middiesbrough Credit Unien Ltd,

Abroshill Gredit Union Ltd.

Acts Credit Union Lid.

All Saints Community Gredit Union L4d.

Alness Credit Union Ltd,

Alnwick Credit Union Lid.

Angle {Sheffield) Credit Union Lid.

Aquarius {North West Water Employees) C. U. iid.
Ayr Co-operative Credit Union bid.

B G D Cradit Union Lid.

Baguizy & Newall Grean Community Credit Union Lid.
Bargued Aberbargoed and Gilfach Credit Union Lid.
Barry Cradit Union Lid.

Bedford Credit Union Lid,

Badworth and Bulkington Credit Union Lid,

Benarty Cradit Union Lid.

Beswick and Openshaw Credit Union Ld.

Beverley Credit Union Ltg.

Birmingham City Councii Employeas Credit Union Lig.
Blackbum South Credit Union Lig.

Blakenall and District {Walsall) Credit Union Lid.
Blantyre Credit Union Lid.

Blues and Twes Credit Union Ltd,

Borough & Bermondsey Credit Union 1,

Breeen & District Credit Union Lid.

Brinnington Credit Union Lid.

Broadiield and Bewbush Credit Union Ltd.
Broseley, Much Wenlack and District Gredit Union Ltd.
Browside (Everton} Credi{ Union Lid,

Brunlea Community Credit Union Lid.

Builth and LLanwrtyd Credit Union Ltd.

Buiwell Credit Union Lid.

Bumiey Lana Credit Union Lid,

Bute Credit Union Ltd.

Calder Vafiey Credit Union Lid.

Camberwell Credit Union Lid.

Canton and Riverside Cradit Union Lid.

Capital Credit Union Lid.

Caribbean Parents Group Credit Union Ltd.
Gamyle Credit Union Ltd.

Camiyre and Riddrie Cradit Unicn Lid.

Casile and Minster Credit Union Ltd.

Castiefields Credit Union Lid.

Cathall Community Credit Union Ltd.

Central Stockton Credit Union Ltd.

Charleston Cradit Union Lid.

Chevington and Togston Credit Union Lid.

City of Bradiord Metropofitan District Council Employees Credit Union
L,

Cleator Moor & Cleator Credit Union Lid.

Cockerton Churches Credit Union Ltd,

Colne Valley Savers Credit Union Ltd.

Conisbrough & Denaby Credit Union Lid,
Co-operative Collage Credit Union Lid.
Co-operative Family Credit Union

C. W. §, {Scotland} Credit Union Lid.

CopperPot Credit Union Lid.

Cornton Community Credit Union Ltd.

Craigmillar Credit Union Ltd.

Craigneuk & Wishawhill Credit Union Ltd.
Cranhi#l Credit Uinion Ltd.

Credit Union {(Wimbledon) Ltd.

Cradit Union Fer Tameside Empioyaes Ltd.
Crosby Credit Union Ltd.

Croyden Caripbean Credit Union Lid.
Daimuir Credit Union Lid.

Darwen Tawer Credit Union Lid.

Dawberny & District Cradit Union Ltd.
Dawley and Distric? Credit Unlon Ltd.
Denton and District Credit Union Lid.
Deptiord And New Cross Credit Union Lid.
DiakA-Cab Credit Union Lid.

Doxford Park & Ha#t Farm Credit Union 1td.
Brumehapel Community Credit Union Lid.
Dukinfield Credit Union Ltd,

Dumbarten Cradit Union Lid.

East Clydebank Credit Union Lid.

East Kilbride Credit Union Lid,

East Youth & Community Asseciation {Sundenand) Credit
Union Ltd.

Edinburgh Hackney Cab Trade Credit Union Lid.
Ely {Cardiff) Credit Union Lid.

Exeter Credit Union Lid.

F.EL.Credit Union Lid.

Fair Goose Credit Union Lt

Falkirk District Taxi Trade Credit Union Lig.
Fallpwiield Credit Union Lid,

First Welsh Business Credit Union Lid.

Firth Park Bavings & Co-operative Credit Union Lig.
Fordbridge Savings and Credit Union Lid.
Farres Area Credit Union Lid.

Forward Centre Assoctates Credit Union Lid.
Galt Credit Unijon Lid,

Giasgow Coungil Credit Union Lid.

Glasgow Licensed Taxi Trade Credit Union [td.
Gorgie/Dalry Credit Union Lid.

Grampian Regional Employees Credit Union Ltd,
Grangemouth Cradit Union Lid.

Greater Govan Credit Union Ltd.

Greater Manchester Police Credit Union Lig.
Halewoed Community Credit Union Lid.
Hamiiton Credit Unign Ltd.

Handsworth Breakthrough Credit Union Lid.
Harlow District Gouncil Gredit Union Lid.
Hamogate Cradit Union Lid,

Haslingden and Helmshore Credit Union Lid.
Hattersiey (Hyde) Cradit Union Lid,

Heart of Wales Credit Union Lid,

Highfields Community Credit Union Ltd.

Hill Community Credit Union Ltd,

Holdfast Credi Union L.

" Hoits Gredit Union Lid.

Holy Name (Graat Bam) Credit Union Lid.

Hult Northem Credit Union Lid.

Hyde Credit Union Ltd.

Ifam &nd Cadishead Savings and Credit Union Lid.
Isle of Wight Gredit Unian Ltd.

Islington Counci Employees Credit Unlon Lid.
Jamow Credit Union L4d.



Johnson Fold {Bolton) Credit Union Lid,

Johnstone Credit Union Lid.

Jubiize {Central Birkenhead) Credit Usion Lid,
Kilmamock Credit Union Lid.

Kings Norton Credit Union Lid.

LT D A Credit Union Lid.

1.27 (Liverpool) Cradit Union Lid.

L.eeds Ciy Credit Union Ltg.

Leicaster Caribbean Credit Union Lid.

Lecminster Monay Box Cregit Union Lid.

Levem Credit Union Lid,

Linwood (Renfrew} Credit Union L1d.

Liandudno and District Credit Linjon Lid.

Lodge Lane and District {Liverpool} Cradit Union Lid.
Mainiine Employees Credit Union; Ltd.

Malago Valley Credit Union Lid.

Masyhill Credit Union Ltd.

Maypole and District (B'Ham} Credi Union Ltd.
Menzieshill Community Credit Union Lid.

Mercat Cross Credit Union Ltd.

Merseyside Police Gradit Union Lid,

Metro Rochdale Employees Credit Union Lig.

Metro. Borough of Wirral Employees Credit Union Litd.
Mold and Bucklay District Credit Union Lid.

Moss Bank District Credit Union Lid.

Moss-Side & Hulme, Savings Co-op. Credit Union Lid.
Nelson Communiy Credit Union Lid,

New Teztament Church of Ged (Wolverhampton) Cradit Urion Lid.

Newcastle City Council Employees Cradd Union Lid.
Newmains Credit Union Lid,
News intemational Credit Union Lig.
Nook Cradit Union Lid.
North Airdriz Credit Union Lid,
North East Worcester Credit Union Lig.
North London Chamber and Enterprise C. U. Ltd.
North Newcastie Cradit Union Lid.
North Paddington Credit Union Ltd,
North Shields Credit Union Lid,
North Walzs Police Cradit Union Lid.
North West Wigan Credit Union Ltd,
North Yorkshire Police Cradit Union Lid.
Northforge Credit Union Ltd.

. Northumbria Police Cradit Union Lid,
Norihwood Cred# Union Lid.
Norwich Gommunity Co-operative Cradit Union Lid.
(ak Credit Union Lid.
Offerton Cradit Union Lid.
Old Trafford Credit Union Ltg.

. Oxton and Nociorum Credit Union Lig.
Credit tnion Lid.
Park Heath Credit Union Ltd.
Parkhead Credit Union Lid.
Parks and Walcot Credit Union Lid.
Pamdon Churches Credit Union Ltd.
Parr Credit Union Lid.
Paysaver {Cardiff & the Vale) Credit Unicn Ltd.
Pemberton Area Credit Union Lid,
Penarth and Dinas Powys Credit Union Lid.
Penilee Cradit Union Lid.
Penyrheal & Trecenydd Credit Union Lid.
Pilch Lane and District Credit Unjon Lid.
Pimiice Credit Union Lig.
Pinghurs! Credit Union Lid.
Pitney-Bowes Employees Credit Union Lid.
PlangMakers (Warton) Employees Cradit Union Lid.
Piatl Bridge (Wigan) Credit Union Lig.
Popiars Credit Union Lid.
Poulton North Credit Union Lid.
Princess Drive Credit Union Lid,
Piory Credit Union Lid,
Radliord (Goventry) Credit Unien Lid.

Radic Taxicabs {London) Credit Union Lid.
Reddiich Newtown Gredit Union Lid.

Redhouse and Witherwick Credit Union Ltd,
Rhydyialin Credit Union Ltd.

Robert Qwen (Newtown) Gredit Union Lid.
Rothersave Credit Union Lid.

Rotton Park/Winson Green Credit Union Lid.
Rowley Mutual Savings Credit Union Lid.

Royston Germiston (Glasgow) Cradit Union Lid,
Auchazie Garthamlock and Craigend Credit Union Ltd.
Rutherglen Co-operative Credit Unlon Lid,

Ryien Credit Union Lid.

Sale West Cradit Urior: Lid,

Saltwell & Bensham Gredit Union Lid.

Scotswood Community Credit Union Lid.

Scottish Passenger Transport Cradit Union Lid.
Scotwest Cradit Union Ltd.

Sefton Council Employzes Gredit Union Lid,
Shephall, Bandley Hill & Peplars Credit Union Lid.
Shrut Credit Union Lid.

South Ceniral Middlesbrough Credit Union Lig,
South Kyntyre Credit Union Lid.

South Shields (Town Centre) Credit Union Lid.
South Wigstor: Community Credit Union Lid.
Southampton Co-operators Credit Union Lid.
Southport Credit Union Lid,

Southwark and Kings Employees Cradit Union Lid,
Southwick Credit Union Lid.

Speke {Liverpool) Community Credit Union Lid.

5t Anthony of Paduz Credit Union Lid.

St Bemadette's (Whitefield) Credit Union Lid,

§1 Catherine’s (Didsbury) Gredit Union Ltd.

St Matthews (Allerton) Credit Union Lid.

St Metions, Trowbridge & Rumney Comm. C. U, Lid.
St Patrick’s (Huddersfield) Save and Credit Union Ltd,
St Peter's {Gloucester) Credit Union Lid.

St Themas {Shildory) Credit Union Lid.
StAugustine’s (Undercliffe) Credit Union Lid.
StTherese's (Port Talbet) Credi Union Lid.
Stfordshire Fire & Rescue Service Credit Union Lid.
Sutton {St Helens) Credit Union Lid.

Tayside Credit Union Ltd,

Tefford & Wreldn Couneil Employees Cradit Union Lid.
Tendring Dial Credit Union L4d.

Thatto Heath Area Cradi Union Lid.

Thomton & District Credit Union Lid,

Thumscoe Credit Union Lig,

Thurrock Credit Union Lid.

Todmorden Credit Union Lid.

Tullibody Credit Union Lid.

Voyager Credit Union Ltd.

Watker Communities Credd Union Lid.

Walney Credit Union Lid.

Walsall Metro. Borough Gouncil Empl. C. U. Ltd.
West Central Middlesborough Credit Union Lid.
West Derwentside Communtty Gredit Union Lid.
Waest End {Ashton) Credit Union Ltd.

West Midlands Fire Service Empl. Credit Union Ltd.
West Plymouth Credit Union Lid.

West Vale (Kirkby) Credit Union Lid.

Westieigh Cregit Union Lid.

White Cant Credit Union Ltd.

White Bose Credit Union Lid.

Whitmare Reans Credit Union Lid.

Widnes Community Cradit Union Ltd.

Wishaw Credit Uaion Lid.

Wolverhampton South Cradit Union Lid.
Woodhouse Park {Manchester) Credit Union Ltd.
Yarley and District Credit Union Lid.



Appendix lli

ADDRESS BY THE CHIEF REGISTRAR OF FRIENDLY SOCIETIES GEOFFREY FITCHEW CMG
ABCUL CONFERENCE “TOWARDS SUSTAINABLE CREDIT UNION DEVELOPMENT”

LONDON 8 DECEMEBER 1998

SECTION 1: INTRODUCTION

1. Good afternoon, ladies and gentiemen. | am delighled to take part in a Conference which - {o judge by the
audience numbers and the lively questions this morning - has aroused such strong interest in the sector,
Your interest and enthusiasm is matched egually in Westminster and Whitehall where there is an
unprecedented level of activity and thought being given to the future of the sector.

2. it is particularly apt that this Conference to discuss Paul Jones' research paper coincides so closely
with the publication of the Government's consuliation document. Because both the research paper and the
consultation document each recognise that the credit union movement is at a cross-roads. And both
documents in essence are looking to credit unions and those of you who run them for answers to the same
questions about the movement’'s future and are offering you the same choices:

e should credit unions continue mainly as very small entirely volunteer-run social organisations, focussed
mainly or even exclusively on the poor?;

e or should they aim to develop into broader-hased financial institutions, still owned and controlled by their
members, rooted in and serving their communities, but professionally managed and properily regulated and
providing quality financial services to all, including the socially excluded?

3. The Government has not made any recommendations in its consultation document, because it genuinely
wants to hear your views and the views of everyone involved in the credit union movement before it
decides on the future regulatory regime, But all of those involved within the Government in thinking about
credit unions - in the Registry, in the Treasury, in local government and elsewhere will recognise that this
research project and the report it has produced present us, as well as you, with a major challenge to think
about the best way of encouraging the development of the credit unicn movement. One of the key lessons
of this report is that the future success of the credit union sector will depend in the end on the efforts and
choices of the people who start up credit unions and run them. The key responsibility upon Government is
1o establish the right legal and reguiatory environment and to provide advice, help and the right kind of
financial support. These are necessary conditions for success, but they won’t guarantee it. That depends
on you.

4. Before | comment on some of the key themes in the report, | have one other preliminary comment.
Superficially, this can be read as a rather critical report, perhaps even harsh in places. Because it appears
to say that many of those invoived in developing credit unions (inciuding the Registry and central
Government and the local authorities) have in a number of respects gone down a wrong path which has
furned out to be a dead-end; we have made mistakes both as regards objectives and methods. We in the
Regisiry have certainly fallen into the trap on ocecasions of confusing the growth in the number of credit
unions with the health of the sector.



5. But, while we shouid certainly take the messages in the report to heart, | agree with the authors
that there is no reason at all for those involved with credit unions - as most of you in the audience are -
to feel bad about yourselves or what you have achieved in the jasi twenty years. | say that for two
reasons. First, setling-up credit unions has required courage, commitment and a genuine sense of
public-spiritedness; and keeping a smaill credit union going has required even more courage and per
severance. Second, what is striking about the report is that all the criticism, but also all the preposed
remedies, have come from within the sector itseif, from those of you involved in running individuai
credit unions. As Chapter 9 says “‘the research findings” are not “a cause for gloom within the
movement. On the contrary the credit union movement is averall, vibrant and very successful.” But i
needs io build on its successes.

SECTION 2: RESEARCH PAPER

6. The Research Paper is a really excellent piece of work for which ABCUL and its other sponsors deserve
great praise. Also to Paul Jones for the clear and accessible styie in which he presents his conclusions. It
will be essential reading for everyone in and arcund the credit unions movement - not ieast within the
Registry, The answers to the questionnaire summarised in Chapter 3 were revealing - particulariy those
dealing with the reasons people had for setting up a credit union and what sort of organisation they thought
they were aiming to set up. Equally significant are the shifts shown in the factors people fell were
important when they were setting up a credit union and what factors they now feel, with hindsight, to be
important.

7. Like the authors of the Research paper and others present at this conference, the Registry is becoming
increasingly concerned with the question of why so many community credit unions stagnate and remain
very small and financially weak. We worry about this first of ail because we think there is a genuine gap
in the market for delivering good and competitive financial services to middie to low income groups
{including the socially excluded) which credit unions could fili, but which they certainly do not have the
capacity to deliver while they remain so small. But second, as your financial regulator, we worry that
those credit unions which remain tiny and stagnate will eventually fail and put their members' savings at
risk. W's true that the Registry has on its books some credit unions which have carried on for 10 years
or more without any significant growth and in some cases without building up worthwhile reserves. And
one can take the view that there is no reason why they should not continue like that. But there hastobe a
risk that at some point volunteer-fatigue or "burn-out” will set in; that arrears start to build up and the
existing Committee of Management disperses. Like other social institutions, credit unions are organic. H
they grow and respond to change, they will thrive. [f they stagnate, they are vuinerable.

8. It is a particular problem for the Registry because under the current legislation when a society gets into
difficulties we, uniike other financial regulators, do not have the powers to place conditions on [is
continued autharisation allowing a period of remedial convalescence in which the institution may be nursed
back to health. We only have the unsatisfactory options of doing nothing or arranging a voluntary
suspension of operation or the big stick of a Section 19 Closure Order.

9. The research findings largely confirm previous impressions as fo why a significant and worrying
number of credit unions stagnate and why others - including both community-based and employment-based
unions succeed. But it is very important to have this hard evidence laid out in the Research Paper as a
detailed source of reference. '

10. The three key messages in the report | want to focus on are:

e the need for credit union volunieers to recognise that they are running a co-operative financial business
and io train and manage themselves accordingly;



o the need for eredit unions to have clear objectives and a formal business plan;
o the gquestion of "critical mass” - should {there be a minimum starting size for a credit union?

11, The Registry fully shares the vision of the report that credit unions and those running them need 1o
recognise that they are running a proper financial business. There is absolutely no coniradiction between
the ideal of serving the local community and being professional in your approach. On the contrary, if you
are asking ordinary people, including poor peeple, to entrust their savings to you, you have to convince
them that their money will be safe with you. They deserve a professional approach from you. That is why
in our pre-registration discussions and meetings with groups wishing to form a credit union, Nige| Fawceit
and his colleagues in the RFS have for some years looked for an assurance that all the proposed
members of the Committee of Management have undertaken appropriate training and that they have the
right Committee structure and adequate systems of control in place. We now need to make this more
systematic and rigorous. That is why we have been working with ABCUL and the National Assoclation of
Credit Union Workers on a training standard.

i2. Two aspects of a more business-like approach which the Report highlights are the use of professional
employed siaff and the need for credit unions to have appropriate business premises, whether on the high
street or with a shop front or not. We certainly agree that these are issues which credit unions need {o
address in their planning at a reasonably early stage. | agree entirely with the report that there is no
contradiction beiween a member-controlled co-operative organisation with a hoard largely or wholly
consisting of volunteers and the employment of full-time staff. Again it's simply part of offering your
members the level of service you need to give them to win and keep their trust. The one note of caution |
would sound - both in relation to staff and even more so to premises - is “do not taken on financial
commitments until you are sure you can sustain them”. The Registry has come across one or two cases
of credit unions which have got into difficulty because they have taken orn long-term leases on property
which they could anly afford while the local authority grants lasted.

13. The second point shown on the screen is the need for credit unions to have clear objectives and a
business plan for achieving them. Again, this is not something new, RFS staff always ask for a 3 year
business plan from any group wanting to register a new credit union. What should the business plan
contain? Among other things:

e a ciear understanding - of your main objectives - perhaps a "mission statement”;
e identification of the kind of services you want to provide and to whom;

o your target for how many members you aim to recruit and what your recruiting and advertising
methods will be over the 3 years;

o financial projections and targets for assets, loans and reserves over the 3 year period. Your targets
should be ambitious, but realistic;

e some form of SWOT analysis or equivalent.

14. And you should review your performance against plan at least every quarter and review the plan itself
every year. As you know | also chair the Building Societies Commission and we make it a requirement that
every building society goes through exactly this process.

15. My third point is that of “critical mass” or size. | know that there has been and still is a debatle
within the credit union sector and indeed within Government on the gquestion of how large credit unions
should be; and there is an understandable concern among credit union activists that do not want to lose their
community foecus.



18. We in the regisiry share that concern. | am in favour of small credit unions. 1 only wish we had
more of them. Because you have to distinguish between small and microscopic. At present we have ten or
twenty small credit unions. The rest are below the level of the “critical mass” needed for success. No
one - certainly not the Registry - is urging credit unions to become financial giants. Lock at the figures
quoted in Chapter 7 of this Report for American credit unions. The average size is $20 million {E12
million at current exchange rates) in assets and about 6,000 members. That is still pretty small by any
standard. Take the UK's 71 remaining building societies as a measure of comparison. The average asset
size is over £2 billion and the average number of members is 300,000. The smaliest building sociely based
in Londonderry, has some £8 million in assets; the largest building society, the Nationwide, has around £50
billion assets. The Building Societies Commission has traditionally regarded a small building society as one
with less than £100 million in assets; (out of the 71, 21 have less than that figure) and ail these 21 are
ceriainly locally based and largely community focused). No one is suggesting that at this stage credit
unions should be aiming to get to that sort of size. Most credit unions will, in any case, be limited in size
by their common bond.

17. in fact the US experience suggests that credit unions probabily don't need te grow to be anywhere like
as big as our larger building societies - subject to one important proviso. Namely that there needs to be a
framework of support available from one or more larger financial institutions which can help individual
credit unions to get the economies of scale they need for investing their liquid assets, tapping wholesale
funding and getting technical support. Whether that support shouid come {from inside the sector - in the
form of a Central CGredit Union or from friends outside like the Co-operative Bank and the Unity Trust Bank
is a matter for debate. But that too should be an important priority, which | am glad is identified in Paul
Jones’ report,

18. So we agree with the general message in the report that the critical mass needed for a credit union to
succeed is larger than the current typical size of around 200 of most community credit unions. We are
already finding that the majority of new applications to register are under the “living or working in”
common bond. Whether we should impose a figure of 500-1,000 commitments from would-be members
before a credit union is allowed to register, as the report suggests, is more debatable. We do not want o
set a threshold which in practice no one can ever reach.

SECTION 3: THE REGISTRY VIEWPOINT

19. What lessons shouild the Registry draw from the Research Paper findings about its own methods of
operation? One recommendation to the Government on the need for a more flexibie legal framework has
already been anticipated. The Treasury has published a draft Deregulation Order to give credit unions wider
powers; and ABCUL is already in dialogue with Treasury and ourselves about its contents. There are two
recommendations specifically relating to the Registry on which | would like to comment. The first calls on
us to register only those new societies that can show proper management and self-sustainability within a
reasonable period and with proper application of public funds. That is of course what we all would
like to see. But we are up against the limitations of the Credit Unions Act 1979 and iis jack of a proper
authorisation process. If an applicant credit union meets a common bond qualification and has the requisite
fraud insurance, strictly speaking the Chief Registrar has no option but to accept and register the
application. In fact our system of non-statutory pre-registration supervisory visits iry to remedy this gap
in the legisiation. We do try io evaiuate the financial projections and potential viability of the proposed
union and the strengths and weaknesses of the committee of management. We do try to ensure that the
Management Commitiee has undertaken appropriate training and understands that it is managing a financial
business. And if we identify problems, cur recommendation that these be sorted out before an application
{0 register (s made is normally successiul. But in the short term, under the current legislation, we depend
on the co-operation and goodwili of those applying and, of course, on their promoling bodies to hold back
from pressing for their registration untii they are ready. In the longer term, if you in the sectar opt to be
fully regulated by the FSA under the Financial Services and Markets Bill, then a properly defined
authorisation requirement can be considered. So the choice is yours.



20. The second recommendation is that we provide appropriate reguiation that recognises that credit unions
are financial instilutions. Really there should be no doubt about this. The objects of a credit union as set
out in the Credit Unions Act, are clearly those of a financial institution in the business of taking deposits.
Although the Act gives us only limited supervisory powers, the informail system of supervision and
guidance to credit unjons which we have developed in recent years does operate with the aim of securing
as far as possible financial viability on a basis of further growth. Again the fuiure supervisory regime
depends on your response {o the consultation paper.

21. As you know, the staff in the Registry Credit Unions Branch are transferring to the FSA in January,
but constitutional responsibility for registration and *“informal supervision” of credit unions remains with
the Chief Registrar and the staif joining the FSA will deliver the service to me, as they do now, but under
a Service Level Agreement currently being negotiated. This situation will remain until enactment and
implementation of the Financial Services and Markets Bill - a date known in FSA jargon as N2. So the same
service will continue to be delivered to credit unions by basically the same people, subject to normal staff
turnover, until N2 which will probably be sometime in2000. What happens thereafier depends very much
on the outcome of the consultation exercise on future options set out in the Consuliation Bocument and
Government decisions flowing from this - which is why it is so important that credit unions and others
invalved with the sector get their views in to the Treasury by the closure dafe of 12 February.

SECTION 4: CONCLUSION

22. Perhaps the most important research finding is that more than 70% of those sampled in the credit union
movement now share the vision of a more professional and business-orientated movement. Certainly, the
credit unions branch team in their visits to credit unions, promoting bodies and other organisations have
detected evidence of a willingness to listen, learn and change and are heginning to see an improvement in
the management of credit unions since the introeduction of pre-registration meetings. The Research Paper
itself will, } am sure, act as a significant calalyst and we in the Registry wili do all we can to help change
to come about in a beneficial way,
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