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Credit Unions grew from crop failures =
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How did a (icnnnn crop fallure -

long ago lead to the organizing of
your credlt unlon? It's a story of the
curlous turns of 'history, -but even
n:on:. a story of people helping peo-
ple,

The German crop failure of 1846
was3 followed by a hard winter. The
widespread famine . and  sulfering
sparked revolutionary unrest, and.it
turned the thoughts of two men to
soclal reform.

Birth aof an idea—Herman
Schulze-Dellizsch, a justice of the
peace, was active in reform politics.
Aware of the lack of low-coat credit
workers and shopkeepers, he devot-
ed much of his life to helplng orga-
nize eredit cooperatives. In a cooper-
atlve, people joln together to pur-
chase or market goods or provide
themselves with some service.

Schulze-Delltzsch called hls co-ops
people's  banks. Members placed
their savings In the cooperative and
borrowed from it.

Friedrich Ralffelsen,” a village
mayor, drew on Schulze-Delitzsch’s
ldeas to organize similar coopera-
tives among farmers and villagers.
Like.the people’s banks, these were
forerunners of today’s credlt unlons.
Although an cye dlsease gradually
blinded Raiffeisen, with the help of
his daughter, he spent the rest of his
lfe in this work.

Members owned and controlled
the people’s banks and Raiffeisen co-
operatives. They organlzed them not
for profit, and not for charity, but
for service, A farmer, for example,
could get a loan to buy sced in the

spring, repaying the loan In-the fall |

when he sold his crops.

Proflts to members—Any surplus
feft alter the cooperatlve pajid its ex-
penses: was put Into reserves to
strengthen the organization or used
in other ways to beneflt the mem-
bers.

These cooperatives attracted
worldwide attentlon. In those days,
commereial banks weren't interest-
«ed In providing flnancial services to
ordinary working people. A worklng
person peeding a 10an often turned to
2 loan shark who charged exorbitant
rates of Interest. Reformers pawthe
people’s bank, or credit unlon, as a
way for working people and thelr
famllies to take control of thelr fl-
nancial destinjes,

Alphonse Desjardln, o French-
Canadlan parliamentary recorder
and translator, planted the credit
unjon sced in the New World, In

Credit Unions: Safe and strong

“Because they play it safe wilh
their toans and Investmentls, “credit
unions are relatively healthy,
cording-to Lou Dobbs, host of
News Network’s “Monday Line.”

Credlt unicns have avolded the
trouble encountered by banks and
S&Ls, he reporied, because they
make safe consumer loans rather

d

go" Insurance fund. It expands pro-
purtionally to their rate of growth.
Because credit unions deposit an
amount equivalent to 1% of their In-
sured deposits into their Insurance
fund, they have a vested interest in
the health of the fund, and thus, the
activities ol other credit unlons.
Strong regulatory agencles requlre
yearly and credit

than loans to third
or commercial real estate loans. In
additlon, he said, the fund that in-
sures credit unlon deposits is “solid.”
As in the case of banks and thrifls,
. deposits are insured up to $100,000.
But the credit unlon Insurance fund,
administered by the Nationa) Credit
Unlon Administration, Is better capi-
talized at-$1.26 for cvery $100 in-
sured as compared with $.20 for eve-
ry $100 at the Federal Deposit [nsur.
ance Corporation which insures
banks and thrifts.
Credit unlens have a “pay as you

unions are the only federal insured
financial institutlons that have never
received taxpayer doljars, .

"Although siill a small Indus!
relative to commercial banks, credit
unlons, with $200 billion In assets,
tiuve exhibited strong growth In re-
cent years and are a vlable part of
the financial services sector,” re-
ported Standard & Poar’s, the rating
service

S&P said in a repord to business
editors that “credit unlons are
uniqee providers of financial ser-
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" his S&L reform plan to congress,

vlces, distinct from (banks and sav.
ings and loans).” S&P cxplained that
credit unlons are cooperative, mem-
ber-owned, not-for-proflt, tax ex-
empt Institutlons, with *“market
niches” deflned by common bonds.
S&P alsa sald that “despite thelr
growth and expanslon, credit unions

1900, he organized a credit union in-

his home city of Levis, Quebec. He
devoted much of the rest of hls work-
ing life to the credil unlon cause and
was honored by the pope for his
work. .

Desjardins helped a parish priest
organize the flrst US. eredlt union
among the French-speaking workers
of_Manchester, N.H. This credit
union, today called St. Marys Bank,
;:lll serves realdents of that commu-

ty.

Growtt of the ldea—The credit
unlon movement apread to a few
other states, spearheaded by publie-
splrited citizens ltke banker John
Sprunt HIIl of North Caroling, who
encouraged credit untons among the
rural poor. But the growih of the
movement was slow. For one thing,
most states did not have laws pro-
viding for this kind of flnanclal coop-
erative. Although some bankers Itke
Hill supported Lhe movement, other
vigorously opposed passage of laws
permititng people to have thelr own
flnancial Institutions.

The two persons who did the most
to create the natlonwide credit unlon
system you know today were an un-
likely pair of reformers from the
Boston arca-~Edward A. Filene, a
wealthy merchant, and Roy Bergen-
gren, a lawyer and failed candy

d, overall, a y low
tevel of losses In the 1980s and are
now In a good state of health."

An average captial to asset ratio
of 7.6 percent, the highest ever
recorded, was achleved by the na-
tlon's 14,544 credit unions in 1990,
Some of that Increase reflects the

When hls father bacame ill, young
Filene abandoned plans to go to Har-
vard and assumed management of
the family’s five clothing and dry
goods shops. He and bis brother bulit
one of the shops into a leadtng speci-
alty store. Fllene's, with Its famous

PP of g
thrift fallures, but a good part of it
also comes from awareness of Lhe
strength of the credlt unlon federal
insurance fund. The $2.1 blllion Na.

bargain stlll serves Bos-
ton.

Filene was a shy man, a lifclong
bachelor, whose - abrupt manner
concealed concern for the wellare of
others. His ame his

Uona) Credit Union Share
Fund is backed by the foll falth and
credit of the federal government.
The credit union fund is sound,
with reserves near the maxlmum re-
quired by law. In fact, the fund holds
a higher level of reserves than the
level proposed by President Bush in

CREDIT

Michigan Credit Union
Assets Top $11 Billion -

A review of fina) year-end statls-
ties shows Michigan's credit uniony
have continued Lheir success and st
bility despite the economic -chal-

lenges of Lhe last decade.

“It's the ofd tale of The torteise
and the hare, said Kenyan E Rixby,
President and CEQ of the Mich
Credit Unfon League. Whil
people's attention was elsewhere,
Michigan credit upsons have been
one of the success Stories of cut
era'” -

Membership in Michigan eredit
unjons reached an historic hgh of
morc than 3 6 million praple, i,
ing one out of every three pe
Michigan is a member.

Credit uynions  assels  confinue)
their pattern of sicady growth, pass
Ing the $11 billion wmark last
compared wilh $4 billion at the end
of 1980,

The capital-lo-asset  ralio  {nr
Michigan credit unions at the end of
1990 was a solld 8.7 pereent Shares
hit $9.9 bitlion, a dramatic chinib
from1980's $3.6 bilhon.

Year-end figures show that oaly
one half of 1 percent of Michigan
credit union loans were in the cam
mercial category. i{ome morigages

aceeunted for 233 percent, ‘and
vther eotsumer loans, 40.1 pereent.

Michigan credit unions have more
Lactive volunteers (7,965) than cither
full lime or part tme - employces
(6,687 and 1,779, respectively). Years
etud figures tndicate that Michigan
credit unions® fields of membershlp
are 185 pereent residential or multi-
ple group, 237 pereent associatlonal,
and 57 & pereent occupational

Credit unions hold 7.7 percent of
the total assets in Michigan deposito-
ry nstitutions, Commercial banks
nld 658 porcent and savings &
lvans, 26 % percent.

The 25-year trend of credit union
consolidation continued during 1990,
wilh the number of scparate Institu.
tins shrinking ta 600, down from
£30 in 1989. The decline was Just
slightly less among state-chartered
than  federalty-chartered  credit
unions In 1980, there were 571 state-
chartered CUs; today there are 385,
o <hp of 326 percent. Federally-
vhartered CUs saw their numbers
dip 35 0°percent, from 250 to 215,

Figures are drawn by. the Michi-
£an League from the 1990 Year End
11l RReports gathered by the Natlon-
al Credit Unlon Administration.
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Where More than
62 Million Americans
Save and Borrow
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p
family. In addltion to providing ben-
cfits far ahead of the time, he gave
his workers a voice In setting work
hours, wages and working condi.

tlons,

Bui his vision extended beyond the
store. He spent much of his personal
fortune promoting consumer educa-
tion and world understanding.

Answer to loro sharks—Filenc be-
came Interested in credit unlons on a
world tour In 1907, He saw them as
an alternative to the Joan sharks
preying upon American workers and
as a way to bolster the economy by
provlding consumer credit. As he put
it in a speech tn 1927: “The credit
union, capable of the widest use by
small farmers and wage workers,
creates credit at bank rates for the
sort of folks who need eredit the
most and who are the most ready
victims of the usurer (loan shark).”

To spread the credit unlon move-
ment nationwide, Filene hired Ber-
gengren, a lawyer and civle reform-
er who recently had seen his fledg-
g _candy manufacturing_business

Roosevelt, Enn

gress a ' law
permittiog  formatlen of credit
unfons in every atate,

.With Bergengren's
credit unions strengthened thelr po-
sltion by forming state nssoclations,
called leagues, and the Credit Union
Natlonal Assoclation (CUNA). Ber-
gengren became the flrst managing
dlrecior of CUNA ln 1934, Fliene
dled In 1937; guided the

asslstance, .. Stat

Today, more than 14,000 credit
unlons serve the financlal needs df
62 mlllion Americans [n the United
es.

Most credit unlons serve employ-
ecs and their familles. But there are
credit unions serving members of
the armed forces, churches, associa-
tlons, and farm xmups..Sumz serven

natlonal movement for another eight

years,

Pragmatie kinship—These and
many other credit union ploneers
were people of deep moral convic-
tions. “The real job of the credit
unlon,” - Bergengren said, “is to
prove, In modest measure, the prac-
ticallty of the brotherhood of man.”

The two men admlred the free en-
terprise system. Filene, after all,
helped found the chamber of com-
merce. Filenc and Bergngren had
nothing agalnst for-profit banks, but
saw credit unlons as an allernative,
democratic way for people to pro-
vide themselves with (lnancial ser-
vices at reasonable cost. Filene
called credit unlons “a moral supple-
ment to the banking system.”

ty or borhood.
Through elected boards of volun:
teers, members own and govern
their credit unions. And they still are
dedlcated to services, not profit, and
not charity. Credit unions exist to
serve theit members, not to make
protits for'stockholders. :

And the eredit union movement
has not stopped growing. Your credit
union and credit unlons across the
nation support the work of the World
Council of Credit Unions, which en-
courages formation of eredit unions
in many countries, Including devel-
oping natlons like Bangladesh and
newly free countries. llke Poland.
Credit unlons are now, as they al-
ways have been, democracy in ace
tion.

Can | join a Credit Union?

Alter learning the benefits of
belng a member of a credlt union,
the first question most non-members
ask ls, “Can I join a credlt unlon?”

The answer is most likely “Yes.”

One tmportant aspect of credit
unlons ts that they are not open te
the general public. Membership is
open to only those who fall into the
credit unlon’s field of membershlp.,
At ane time most credit unions had a

- very narrowly defined ficld of mem-

bership. For example, If you were an
employee of the XYZ Widgit Compa-
ny you could joln the XYZ Widgit
Company Credit Union but no one
else could. Credit unions were most
often established around work but
many were based on churches, pro-
{esslons, communitles, trade unions
and other clearly ldentifiéd groups.

Over - the yecars, many smatler
credit unions merged to offer thelr
members more services and thereby
broadened their field of member-
ship. At the request of thelr mem-
bers, credit unions also began open-
Ing to the families of members and
allowing people who retired or left

their jobs to keep their credit union
membership,

Other credit unlons began to ine
clude a geographlc area, such as a
county or township, In thelr field of
membershlp. Today, most eredit
unlons are open 10 many people who
may not realize they are eligible.

Over 3.6 mlllion people Ln Michi-
gan are members of a credlt union,
more than one out of every three
residents of the state. It 1s likely that
a majority of Michlgan's people are
cligible for membership in anc or
more of the ncarly 600 credit unions
in our state, .

H you are interested in jolning a
credit unlon, ask at work to see If
your company has one. If not, go to
your Jocal Yellaw Pages and look up
Credit Unions. Find those most con-
veniently located to your work or

home and give them a call. Ask them -

it you qualify. You might -be
surprised to find that you do. You
may have to contact several credit
unlons to lind the right one for you,
but keep at it, 1t's worth the effort.
You'll find that It pays to be a
member of a Michlgan credit unlon.

- CREDIT UNIONS:
The only financial institutions
~ that put member service

"fail due 1o rising sugar prices.

The credit union jdea seized Ber-
gengren's imagtnation. He turped it
inte a llfetong crusade. He
crisscrossed the country by train,
spreading the credit union tdea and
lobbytng for state credit unlon laws.
Thanks to the dynamie duo of Filene
apd Bergengren, and the work of
countless other individuals, credit
unions sprang up In dozens of states.

union supparter President Franklin

g Edison.
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To some lenders, vou're a risk,
To vour-creditunion,vou're fansily——
S0 when you need a loan,
borrow where you belong ~
at vour credit union.

e the prote
ot loan isuranee Bens ©0 N Muatuat

CUNA MUTUAL INSURANCE GROUP

| -
-




