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Re: Woodstack Institute C:omments on Proposed Rule P:, rt 701.1 

Dear Ms. Rupp: 

I an1 wriling from Woodstock Institute in ~hlcayo, a 33-yl ar old research and advocacy 
nonprofit and a national leader in credit union research. 1 E purpose of rtus letter is .to 
cxpress our opposition ID tile proposed changes LO the National Credit Union 
Administration chartering and field of rne~nbership polic: addressing tl~c expansion of 
crcdit unlons into underserved areas. T h m  is substantial c *~dence h a t  many large credit 
unions have been ineffectve at serving lower-income pe ple. and we believe that m y  
regulation that limits their ability to do so m rhe future shou i be opposed. 

, 
Introdnction 

The Fderal Credit Union .Acr emphasizes the role of credi3 unions in providing affordable 
services and credit to consumers with modest incoml s. The legislation's purpose, 
according to its preamble, is "to rnakc more available lo p ople of small means credit for 
provident purposes througl~ a national system of cooperativ credit." 

Credit unions offer affcdable services that are esse iial to asset developmen:: in 
underserved cornn~unities, including savings a d  c h w h ~ g  iccounts, Ioans, check cadling. 
wire transfers. and financial counseling. The Institute h. s published several reportt m 
cormnunity development crcdit unions (CDCUs) and lo ?-income credit unions, w:~~ose 
mission is to provide loans and services to disadvantage[' consumers. CDCUs are a 
diverse category of credit unions that support cornmunit: development. Members oJ' the 
National Federation of CDCLTs serve urban and nual con munities in all parts of the U.S. 
Further, CDCUs oRen wclrk in predominantly minority co omunities and may be affiliated 
with mmmuniry-based organizations or churches.' 

'For more ~nforn~ul~on nn 111~ produch u~ld ~srficcs o & ~ d  by low- come crcdil unions sce Willi i inls, Jvl~rvn 
"F lnmc~al  Scrvices Cw Fciuple o f  Madest Mcuns: Issons from Law-Incomr C :dil Ullionl;." Chicago: Woodslock Ir~jtimLc, 
2004. For a dcnilcd cornpartson 01 chc krrns and cond~~ ions  of crdir mrdr IS! xl by b m k b  md crttdir unions, see W~:s~nch,  

7'im and Mnlco lm Bosh "Blindhldcd into Ucbr: A Comp~nson oi'Cmdlx C 3 CnxLE and Cu\d~tiuns or Bonks mcl Crcdii 
Uni~ns." Chicago. Wooclstwk In~t i rulc,  2005. 

Wurl~~,ak uoltumncr ~ h u  ( : l r ie~u CRA (;t,uli~;ttn ruld ir n mumkr r~lUre Na~;nnul( >mnniuuiLy Reinvun~llwnl (M i l i n# \  ME IIC Chuliliwi nf Olrnl~~o#nky Uc.*lnpmont l i r r r r r ~ ~ r l  Inuirutinnn I 
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Tbe Impact of Limiting Expansions 

~ o o d s t d c k  Institute believes that all credit unions, regardless of  charter .$pe, should be p-itted 10 

expand inro underserved arcas and enroll new, lower-incomc members. 

Wile CDCUs and LlCUs have a long documented history of effectively caching out to lower-incori~e 
members, it is also essential to determint: [he role that mainstreanl 'cred unions play in undtrsed~;d 
communities. CDCUs and LICUs have a very limitcd scale, teprcsenting lr s than IS percent of all cret:lit 
unions. With over 10,000 institutions representing 80 million pcople, ma 2s- credit unions ham a 
sipificant role Lo play in providiilg services in underserved areas. Further the Federal Credit Union Act 
emphasizes the role of all types of credit ~nions  in providing affordable sa vices and credit to consumcrrs 
of small means. 

However, larger, mainstream credit unions are, in m y  cases, reluctant nd ineffective and expand; ng 
t h t ~ r  nlcmbership to include lowcr-~ncomt people. In 2002, the Institute F .blished Rhetoric and Reall:$; 
An Analysis ofMuinstream Credit Unions' Record qf Serving Low-income People. The report rcfuted Lhe 
credit union movement's claim that it met:ts the savings and credit needs , €"persons of small means.'' It 
found that crcdit unions in the Chicago region servc much lower perccnlaf. s of lower-income houscho'.ds 
than iniddle- and upper-income householtls. The report virrually changed l e  rhetoric in the industry :~nd 
was widely disseminated and discussed. Further, many credit union i dustry leaders confinncd :he 

2 empirrcal findings. 

.This is not ro say that because many mainstream mdi t  unions have bee unable or unwilling to'eni-011 
new lower-income membership, they shc~uld no longer be able to expan: into underserved areas where 
affordable financial services are most necessary. Rather, these credit 1.1 .ons must be able to continue 
offering affordable products and services in undwservcd areas, and shoulc oe encouraged to increase their 
efforts, Since the end goal is lo i n ~ ~ e a s e  access to fmancial services, re: ~latory action should focus on 
accountability of credit unions which choose to expand, not limit the nw ber of credit unlons able to do 
SO. 

'rhe NC1.JA3s provision rqulriny credit unions that have adoptcd under crved areas to have a phy~ical 
prcseilcc within that underserved area within two years is precisely th lcind of accountability th.t is 
necessary to ensure creht unions are nlcetmg the financial services nee s of their adopted underscved 
areas. In addition, the proposed changes to the definition of service facili i are beneticial to ensurine that 
credit unions that seek to expand into underserved ereas are conu tted to making a meanir~gful 
investment in both the community and it! their new members. The constr ction of a branch, adopt~on of a 
shared branch, or similar effort is reprwe.ntative of tlis kind of meaningfi investment. . 

By definition, underscrved areas laclc the same facilities and opportunibt ; lo access services as areas that 
are adequately served. h 2005, Woodstock Institute relcased Reinvest1 srrt Alert 27: Increuse in Jfank 
Branches Shrrchanges Lower-Income. and Minorig Cornmuniries. .n analysis of the geographic 

2.1alacob, Ktt?~,. Imrn~rgI~ck, Daniel nnd guch, Mnlcolm. 8'Weron'c and RtPlily: An Anal) r of Mdns\res~n Crcdir Unims' bard or 
Sewing Low-lncomc Pcoplc." Chicago: Woods~ock Irsdtule. 2002 

Fax from : 1 312 427 4887 
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