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Executive Summary 
 
Edward Filene has been called one of the pioneers of social responsibility. He possessed a 
strong sense of social conscience that drove him to look for sustainable means to defeat pov-
erty and to open up access to information and services to those suffering its plight.  He ob-
served credit unions in Europe and India and believed that their unique ownership structure 
could benefit many, particularly if they could disseminate information and supply the types of 
financial services needed.  His efforts led to the creation of the credit union system in the United 
States.  
 
Indeed, credit unions have thrived in large part through the grass roots efforts of many dedi-
cated people, like Filene, who were intent on serving the needs of people of limited means.  It is 
with that in mind, that many credit unions have taken a more focused approach within their par-
ticular communities and have looked for ways to organize resources in a manner to improve un-
derserved areas and to foster sustainable progress.  A focus on helping humankind is not only a 
part of the credit union DNA, but growth of the community also makes good business sense for 
credit unions. 
 
With credit union growth on the decline and difficulty in distinguishing themselves from competi-
tors in a crowded market, credit unions need to look at innovative ways to create uncontested 
market space. 
 
In the book “Untapped: Creating Value in Underserved Markets” by Weiser, Kahane, Rochlin 
and Landis, the authors provide a compelling case for building economic value in underserved 
markets.  The key is to understand the needs of the consumer and develop a different set of 
strategies and tactics for the delivery of innovative solutions. 
 
While many credit unions are involved in community outreach and recognize the potential for 
this new market, most have difficulty in leveraging resources to make a sustainable and large 
impact on their communities that will lead to market growth. Coordination of public and private 
resources with a common goal is a key factor in generating sustainable and meaningful com-
munity impact.  
 
Borrowing the concepts that are prevalent in larger community development credit unions 
(CDCUs), as well as some traditional credit unions in the US and Canada, we set out to extract 
the key success factors for the creation of new markets through community development.   
 
A proof of concept involving Arizona Federal and the Valley of the Sun YMCA, both located in 
Phoenix, AZ, clearly illustrates the potential for membership growth and all of these success fac-
tors in action.  Specifically, we suggest that: 
 

1. Credit unions as a whole can take advantage of centralized expertise and services in or-
der to reduce risk and cost associated with community development, such as funding 
procurement and administration. However, the function of community relations is at-
tached to the credit union and becomes a business driver and a part of the brand.  
  

2. The right type of community development opportunity will be one that creates value for 
the community as it creates value for the credit union. These initiatives must generate a 
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visible “win-win” in order to generate trust among all constituents – consumers, commu-
nity leaders, government entities and other businesses.   

 
3. The business model must adapt to the needs of the community. Arizona Federal sought 

to reach unbanked, potential members by establishing a satellite branch in the familiar 
surroundings of the YMCA, creating a new delivery opportunity.  
 

4. Credit unions do not need to go it alone. The coordination of a multifaceted, focused ef-
fort is often improved by involving a number of like-minded partners with a common goal 
and similar core values.  Partnerships were best served when the partners shared a 
common set of core values with the credit union.  In the Arizona Federal example, the 
credit union and the YMCA shared not only a common set of core values, but also a 
common goal -- to grow membership. 
 

As credit unions venture into this new market space, the Jazzed Team envisions a centralized, 
shared resource entity, called the Community Impact Center that will improve upon the success 
of credit unions choosing to venture into this market space. 
 
The Community Impact Center will help credit unions in several ways: 
 
1. Provide assistance in helping the credit union to form a viable structure to partner with public 

and private enterprise through which funding can be directed and magnified, such as a 
qualified Community Development Entity (CDE) 

 
2. Identify funding sources that are available and are consistent with the mission of these part-

nerships 
 
3. Help to write grant proposals in order to access available funding 
 
4. Access community impact tools, such as community opportunity consulting, forming a foun-

dation, marketing and public relations, grant research and administering community devel-
opment activities 

 
This innovation is not a product, but the evolution of a business model.  Change of that magni-
tude takes time.  It is hoped that this business plan provides a vision of what could be, and that 
the right types of partnerships can yield this type of a competitive advantage for the credit union 
industry.  
 
 

Market Opportunity 
 
The credit union industry is facing slowing membership growth across the country and consoli-
dation of nearly one credit union every day. Consumers are unclear about the specific merits of 
the unique ownership structure and credit union differentiation. On top of those challenges, 
credit unions encounter intense competition, not only from banks, but increasingly from one an-
other, as well as new entrants into the market, including investment companies, insurance pro-
viders and retailers.   
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In the book, “Blue Ocean Strategy”, authors Mauborgne and Kim advocate a strategy of creating 
new, uncontested markets in lieu of expending resources to compete in a saturated market. 
Community Impact provides a business model designed to leverage shared resources to build 
this opportunity for credit unions on a local level. 
  
How do you create a new market for a financial institution? The answer is engrained within the 
DNA of credit unions.  It is putting into practice, on a broad and sustainable scale, “people help-
ing people.” In short, the answer is community development. Through the economic activity 
generated by community development new jobs are created, individuals are provided affordable 
housing, medical care quality is elevated and educational opportunities are readily available. 
This creates financial well-being for consumers, and thus drives the demand for financial ser-
vices.  
   
Due to CRA requirements, many large banks have entire departments that specialize in com-
munity development, partnering with the communities that they serve and seeking grants and 
tax credits to enlist the support of other businesses to leverage resources on a grand scale.  
One example is the Bank of America, which has pledged over $750 billion of community rein-
vestment over a ten-year period of time. This investment will come about not only through funds 
provided by Bank of America, but by the magnifying effect of leveraging new market tax credits, 
grants and other resources targeted toward common goals of community development. 
 
Although there are a small number of credit unions that are deeply involved in providing leader-
ship and investment in rehabilitating their communities, there is no significant collaborative effort 
to make an extreme impact on community development in the credit union industry, such as 
building neighborhoods, hospitals, schools, etc.  That is where the vision for this innovation 
leads: a centralized Community Impact Center that provides shared resources and expertise to 
assist credit unions in their pursuit of creating new markets to serve.  A centralized entity, such 
as a Community Impact Center will enable a more consistent and repeatable process for allow-
ing credit unions to avail themselves of this innovation. 
 
This grand vision for shared expertise and a centralized facility was scaled back in favor of start-
ing out with a more defined approach which will provide evidence of a credit union’s ability to 
generate new markets to serve on a local level. Our desire is to see this replicated by other 
credit unions to demonstrate the broad-based need for this approach in the credit union industry 
and the need for the unified umbrella of resources under the Community Impact Center. 
 
The magnitude of projects that make a true community impact are relatively large.  Most credit 
unions do not have the resources to fund these opportunities alone.   However, credit unions 
can play a significant role through Community Development Entities (CDEs) that provide a part-
nership with local businesses for provisioning loans, investments and serving as a conduit for 
additional support and resources targeted toward community reinvestment.   
 

 

Innovative Solution 
 
A Community Development Entity (CDE) as defined by US Treasury must have as its primary 
mission community development, serving or providing capital to low-income persons or in low-
income communities. CDEs are required to maintain accountability to the residents of low-
income communities through representation on the entity’s governing board or any advisory 
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board of the CDE.  The CDE gets its status from the CDFI (Community Development Financial 
Institutions) Fund provided by the Treasury.    
 
The New Markets Tax Credit (NMTC) is a program created through the Community Renewal 
Tax Relief Act of 2000.  This program is designed to encourage capital investment through tax 
incentives in order to stimulate economic development in low-income communities. 
 
Those who want to be considered for NMTCs have to be certified by the CDFI Fund as a CDE.  
The CDFI analyzes an application based on the business strategy, capitalization strategy, man-
agement, and community impacts projected by the plan.   

 
Figure 1: New Market Tax Credits 

 
Once a NMTC is received by (or allocated to) a CDE, the CDE is required to place the credits 
with investors within five years of receipt.  The credit is good for seven years; the investor 
claims a tax credit of 5% annually for the first three years, and a credit of 6% annually for the 
last four years (39% in total).  Investors can be individuals or businesses.   
 
NMTCs are considered advantageous due to: 
 

 Attractive returns on investments 
 Extreme impact to low-income areas 
 Ability to leverage limited dollars for larger projects 
 Capacity to bridge financing gaps 
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Member Benefits 
 
Economic improvement captures the attention of the community. This public good is consistent 
with the mission of credit unions and provides them with an opportunity to demonstrate how 
they can contribute to improving the community in a tangible and sustainable way.  Through the 
process there is a heightened awareness of who credit unions are, what values they share, and 
the relevance of the credit union within the community and for the individual begins to evolve.  
This relationship will result, in many cases, in new membership opportunities that will enable the 
individual to experience valuable products, quality financial information, excellent service and 
reasonable pricing, from which the member benefits. 
 
In addition, targeted projects (housing, hospitals, etc.) will bring obvious and specific benefits to 
consumers and will encourage further investment in the community. 
 
 

Credit Union Benefits 
 
There are several tangible credit union benefits associated with Community Impact: 
 

1. Execution of the concept generates new, financially sound consumer markets to serve 
 
2. Improving communities at a grassroots level through collaborative incentives will magnify 

investments and increase the successful outcome of initiatives 
 
3. Providing a visible differentiator for credit unions within their own markets builds a dis-

cernable brand that will increase membership opportunities 
 
4. Leveraging shared resources to impact communities positively and voluntarily will gen-

erate political capital for all credit unions with legislators at the local, state and national 
levels and demonstrate the credit union difference 

 
 

Target Market 
 
Community-minded credit unions are the initial target market for the Community Impact innova-
tion.  Many of these credit unions have chartered themselves as community development credit 
unions (CDCUs) or have a strong commitment to being involved in their communities.  This 
group of credit unions would most likely be interested in piloting the concepts of Community Im-
pact.  As the proof of concept progresses with a few credit unions experienced in community 
outreach, the program will be expanded to credit unions that are not currently active within their 
communities.  Ideas to improve the business model come from the credit unions that participate, 
with an emphasis placed on collaboration within the community in order to have the greatest 
impact. 
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Marketing Tactics 
 
Community Impact is not a product. It is a business model that is best marketed through case 
studies and testimonials. These case studies and testimonials would be marketed through es-
tablished, community-focused, industry partners such as the Filene Institute, the National Credit 
Union Foundation, the National Federation of Community Development Credit Unions and the 
Association of Credit Union League Executives.  Many of these potential partners have a mis-
sion that is consistent with the intent of Community Impact.  In some cases, the resource com-
ponents of Community Impact can be integrated into the existing delivery infrastructure of these 
partners.  
 
 

Proof of Concept 
 
Armed with a big vision, the challenge for the Jazzed Team was to break down the concept of 
the Community Impact Center (CIC) into smaller steps in order to focus on proving the hypothe-
sis that investing in community development can generate new markets for credit unions and 
potentially a positive return on investment.  
 
We examined the business models of larger CDCUs that closely mirror the concepts of CIC. In 
general, these credit unions go beyond a programmatic approach by leveraging their resources 
through partnerships with government, local businesses and community leaders.  Two, such 
credit unions are Hope Community CU in Jackson, MS and Self-Help Credit Union in Durham, 
NC.  
 
One question posed to each of the CEOs of these credit unions was how they measure return 
on investment.  We understood that no credit union has chosen to serve the underserved for the 
purpose of profitability, but we wanted to know what credit unions looking to expand their mem-
bership base through community development could reasonably expect.  None of the CDCUs 
actually measure ROI.  However, all are focused on the issue of helping the member to become 
more financially knowledgeable and/or secure and creating a sustainable value proposition.  
 
We reviewed the quantitative data available on these credit unions and found several ways of 
measuring credit union benefit. 
 
 
Hope Community Credit Union 
Hope Community Credit Union has seen a great deal of success.  It has been one of the fastest 
growing credit unions in the nation. During 2005, Hope’s assets grew 680% from $4.2 million to 
$28.7 million. During that same time period, the credit union also increased its membership from 
2,319 to more than 5,000. 
 
In 2006, the credit union closed 73 loans to 63 businesses, for a total portfolio of $13.9 million.  
These loans leveraged over $20 million in additional financing from other sources.  Of these 63 
businesses, two-thirds were new to the loan portfolio. 
 
Located in areas deeply affected by Hurricane Katrina, Hope created specific products and tar-
geted loan programs to help businesses in distressed areas.  These products included micro-
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enterprise loans, new market tax credit loans and Louisiana Bridge Loans, yielding a record 
number of commercial loans in 2006. Such loans required collaboration with businesses, inves-
tors and government to provide the resources focused on a common goal. 
 
Hope has also provided resources to increase homeownership by partnering with the Mid South 
Delta Local Initiatives Support Corporation (LISC) to implement the Delta Homeownership Initia-
tive (DHI).  LISC provided management, financial and technical assistance to eight community 
development corporations (CDCs).  Through the DHI/LISC partnership, 261 low-income families 
have been moved into new houses.  Through such partnerships, Hope was able to diversify its 
portfolio, contributing to the balance between mission and sustainability. 
 
Self Help Credit Union 
Self Help Credit Union is one of four non-profit divisions that operate under the umbrella of Self 
Help.  (The other divisions are Center for Community Self-Help, Self-Help Ventures Fund and 
the Center for Responsible Lending. ) The skill sets that are developed in the divisions empow-
ers the Self Help Credit Union to do remarkable things in the communities they serve and vice 
versa.   
 
The Self Help model’s impact is clearly documented since its beginnings in 1980, as highlighted 
below: 
 

• Home Lending - $228 million, 3,290 loans 
• Real Estate Development - $71.9 million in 16 neighborhoods and downtowns in un-

derserved areas 
• Community Faciliticies Lending - $140 million for charter schools, supportive hous-

ing, etc 
• Secondary Market Financing - $4.3 billion 
• Small Business Lending - $302 million 

 
Self Help understood early in its development that in order to make a larger impact in the com-
munities it served, it needed to leverage resources and partner with government, public and pri-
vate partners.   It also quietly established a Blue Ocean by using other tools available to serve 
members rather than through traditional savings and loans.  Along the way, they have devel-
oped employees that possess skills that allow Self Help to lead community development initia-
tives and work with governments to create value.   
 
Self Help Credit Union is approaching $300 million in assets, but through vision and creating a 
space that did not exist, the entity provides an impact greater than an organization 100 times its 
size.   
 
The Self Help model clearly demonstrates if credit unions would move away from the traditional 
way of serving members into a new phase of credit union development, the impact they can 
make by leveraging partnerships and available resources would be theoretically much larger 
than our traditional mind set can comprehend.   
 
While CDCUs provide rich examples of community development, not all credit unions want to 
undergo a charter change or start a CDCU in order to have the opportunity to serve untapped 
markets. Traditional credit unions also provide some inspiring evidence of the benefits of com-
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munity development and how it relates to their business model.  One such credit union is Van-
city, Canada’s largest credit union. 
 
Vancity Credit Union   
Vancity’s strategic initiative is to serve their communities in British Columbia, Canada in such a 
way that it separates them from all competitors. To accomplish this, they have a well-defined 
strategic plan that bases decisions on how they will impact the members and the communities.   
A few areas that validate this strategy are: 
  

• 1989 - Vancity Community Foundation established to build on Vancity’s commitment to 
community engagement 

• Vancity Community Leadership Committee (Foundation) is expected to fund $3,887,000 in 
community grants in 2007 

• $130 million donated to the communities they serve since 1984 
• The funding is directed to community resources based on the Community Leadership 

Strategy 
 
Vancity’s strategic focus is to build their brand and social mission and to consistently poll the 
members and employees to determine how they are doing: 
   

• A 3rd party is contracted to survey the members, employees and businesses to measure 
areas of performance, brand and reputation in the communities it serves, with the following 
results. 

 
o Out of 11 measured areas, the members ranked the following qualities the high-

est: 
 1)  Acting with Integrity 
 2)  Not Being Afraid To Do The Right Thing 
 3)  Acting in The Best Interest of The Communities It Serves  

o Corporate Image was also rated highest in another member survey 
 

• The success of the strategy is also reported in Vancity’s 2007 Annual Report, which 
proudly displays what the members feel about the investment into the community impact 
strategy 

 
 2006 2005 Employees that agree that Vancity 

uses its resources and expertise to 
benefit the community and environ-
ment 

 
Employees 

 
93% 

 
n/a 

Personal 82% 86% Members that agree that Vancity 
uses its resources and expertise to 
benefit the community and environ-
ment 

 
Business 

 
84% 

 
86% 

 
 
It is apparent that Vancity’s strategies of using community leadership, significant grants and 
partnerships with public and private entities have created a Blue Ocean for Vancity by creating 
separation from competitors in the marketplace.  The growth rate of Vancity over the years and 
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feedback from the members validates the organization’s purpose and mission.  People simply 
want to participate in Vancity’s movement.   
 
A manager at Vancity emphasized community development is key to establishing a brand of 
caring and being an integral part of the community; however, the employees must live the phi-
losophy and deliver in a remarkable way for the strategy to work.  In other words, the proof is in 
the level of service provided to the members.   The mission makes everyone want to participate, 
and the service makes them want to come back. 
 
Having examined a number of solid business models for community development and talking 
with many who serve in this segment of the industry, we had the opportunity to be involved with 
a proof of concept implemented at Arizona Federal that provides a persuasive case that strong 
partnerships and common goals for community development can yield membership growth. 
 
Arizona Federal  
Maryvale is a neighborhood situated in the western portion of Phoenix, AZ, built up during the 
1950s and 1960s, but suffering some of the signs of urban decline. Maryvale has attracted large 
numbers of families and immigrants due to its relatively low cost housing. It is one of the most 
diverse neighborhoods in the Phoenix metropolitan area. The Maryvale economic statistics 
speak for themselves; a Winfield Consulting Group study reveals that 60% of the population is 
unbanked. The unbanked typically do not trust traditional financial institutions, opting instead for 
so-called “fringe banking” outlets (check cashing stores, payday lending outlets, etc).  This 
represents a strong opportunity for Arizona Federal.  
  
In addition to the opportunity brought about by the character of the community, Arizona Federal 
has a longstanding tradition of supporting community partnerships.  One of those is with the Val-
ley of the Sun YMCA. The missions of the Valley of the Sun YMCA and Arizona Federal are 
aligned in creating opportunities and serving those in need across the Valley communities. Fi-
nancial services geared toward the needs of the community serve as an essential building block 
in achieving the vision of success.  
 
Having a common goal for membership growth provided an opportunity for dialog between 
these two community-based not-for-profit organizations. The timeliness of this partnership facili-
tates the placement of an Arizona Federal “in-store” community branch to be located in a new 
YMCA facility in Maryvale.  In addition to the traditional YMCA facilities, the building will serve 
as a center for other services (workforce development, county and city juvenile enhancement 
programs, etc.) that contribute to building strong kids, strong families and a strong community.  
The construction is underway, with an estimated completion time in early 2008. 
 
As the driving force behind the project, US Bank received a $24 million US Treasury New Mar-
kets Tax Credit. By statute the bank was required to invest the credit within five years of receipt 
and utilize the credit in projects that had the largest impact on the greatest number of lives in the 
communities selected.  In an effort to simplify the complex financing package of this $10 million 
Maryvale YMCA project: 
 

1. The Valley of the Sun-Maryvale YMCA project had a $2.5 million portion of the US Bank 
New Market Tax Credit distribution dedicated to provide a US Bank below market com-
mercial loan interest rate of approximately 6% on $4.5 million 
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2. $1.5 million was funded by a tax increment (7 year forgivable) City of Phoenix Revolving 
Loan Fund Loan which requires approximately $55,000 in annual debt service 

 
3. Charitable gifts collected in advance of the project, in addition to the donation of the real 

estate by a former resident of the community, provided the needed equity position going 
into the project 

 
In exchange for its lease payment and in kind financial contribution (which is earmarked to as-
sist with servicing the debt on the $1.5 million City of Phoenix tax increment loan), Arizona Fed-
eral is receiving a number of tangible and intangible benefits: 
 

1. Dedicated branch space in the Maryvale YMCA facility 
 
2. Exclusive access to all sixteen current YMCA branch community education facilities pro-

viding financial education and related curriculum courses on a regular basis 
 
3. The first right of refusal to secure Arizona Federal branches in any of the remaining ex-

isting and future locations  
 

4. The exclusive joint membership referral arrangements allowing for all 250,000 Valley of 
the Sun YMCA members to have access to Arizona Federal membership and facilitate 
their monthly YMCA membership dues through electronic funds transfer. 
 

The Maryvale YMCA grand opening is scheduled for early 2008, with community education and 
town hall forums to introduce the residents to Arizona Federal being held at the neighboring 
Boys and Girls club starting in the summer of 2007. 
 
This proof of concept illustrates the ability to create uncontested markets and suggests a posi-
tive yield on resource expenditures. The Winfield Consulting Group study forecasts 4,200 new 
YMCA memberships initially, and 2,300 per year thereafter. The study estimates 10 new mem-
bers per day, 5 of which will not have a bank account. Daily YMCA facility traffic is estimated at 
1,800 members and the proposed partnership would allow for use of community classrooms for 
financial education classes. This volume of traffic occurring within the familiar surroundings of 
the YMCA location has strong potential to engage new members and to promote the success of 
this branch. 
 
Over the years, Arizona Federal has been committed to providing financial support to the 
YMCA, which yielded a small amount of positive press and goodwill.  However, being a partner 
in community development has improved the prospective business model outcome for both or-
ganizations and the residents of Maryvale.  The results of this venture remain to be seen, but 
the magnified effect of Arizona Federal’s partnership creates a more tangible benefit. 
 
Serving all communities including the underserved or the “unbanked” market segment continues 
to be a key initiative of Arizona Federal. As YMCA policy requires its members to pay dues elec-
tronically via a checking/savings account debit, the intention is for the YMCA to directly refer 
members to Arizona Federal – not only in this location but exclusively at all Valley YMCA loca-
tions. The Valley of the Sun YMCA has over 250,000 members across the Valley and Arizona 
Federal is equally represented in the Valley with approximately 216,000 members. Since the 
Maryvale community is highly unbanked, this partnership will serve as a great opportunity to 
provide financial education to the community via a local community YMCA, while delivering 
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mainstream financial services.  
  
The partnering of two community organizations provides the opportunity to be engaged with the 
community and to provide quality financial services to a broader market. While many in the 
community may not be comfortable with mainstream financial services, placing the branch into a 
familiar location, such as the YMCA, creates greater accessibility. Components of the branch 
construction will have some elements of a traditional financial institution, complemented with 
more of a consultative approach to a financial transaction, weaving in financial education.  Addi-
tionally, an external ATM will be located on site.  
 
Although the partnership initially focuses on the development of an Arizona Federal branch in 
one YMCA facility, a larger community opportunity is envisioned with a YMCA member referral 
program at all Valley of the Sun YMCA locations. Upon a measured success of the initial Mary-
vale YMCA in-store branch, additional ATM and branch opportunities at other YMCA Valley lo-
cations will be explored. 
 
 

Extending the Vision 
 
To place this proof of concept within the context of the vision for Community Impact, it should be 
noted that U.S. Bank had the resources and expertise to draw together and magnify their in-
vestment in the community, leveraging NMTC, as well as other business benefits of which Ari-
zona Federal was able to avail itself. U.S. Bank will assuredly and deservingly build upon its 
brand in the community and illustrate to the legislative body their ability to invest in the commu-
nity.  This ability to be in the “drivers seat” is where Community Impact brings to bear a repeat-
able business model to assist like-minded credit unions in creating new market space and ena-
bling them to make a proactive impact in the communities they serve, as well as with the legisla-
tors that continually scrutinize the “credit union difference”. 
 
Beyond the proof of concept stage to demonstrate the generation of new markets, the challenge 
is to create a business model that ensures a repeatable result for a broader number of credit 
unions.  This particular ideation does not lead to a product innovation. Rather, it conceives of 
and advances a new business model that has the potential to truly impact communities, credit 
unions and legislators in a positive way.  This model can be replicated by individual credit un-
ions; however, the challenge is one of resources. Most credit unions do not have the expertise 
or resources to acquire the talent to seek out key components, such as CDE opportunities and 
grant money, for economic development efforts.  
 
The Jazzed Team envisions that the individual projects modeled by Community Impact will in-
spire a shared resource that will enable credit unions of all sizes to create new markets to serve.  
 
The Community Impact Center will establish shared expertise and infrastructure for credit un-
ions to better collaborate with community partners for short and long-term projects. The key to 
success is to effectively leverage knowledge, leadership and resources to facilitate community 
development projects of magnitude, establishing a differentiating credit union brand.  A national 
organization that serves as the nucleus for the movement, with credit unions serving as a con-
duit into the community to disperse and implement funds effectively, will aid in achieving the 
highest levels of community impact for the industry. 
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An opportunity exists for credit unions to make a significant and meaningful impact upon their 
communities, reinforce their brand and provide collateral benefit to how the industry is viewed, 
as a whole.  
 
The Community Impact Center will help credit unions in several ways: 
 

1. Provide assistance in helping the credit union to form a viable Community Development 
Entity (CDE) 

 
2. Identify funding sources available that are consistent with the mission of the CDE 

 
3. Help to write grant proposals in order to access available funding 

 
4. Access community impact tools, such as community opportunity consulting, forming a 

foundation, marketing and public relations, grant research and managing CDE activities 
 
 

Figure 2: Functional Structure of Community Impact Center 
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First Steps/Keys to Success 
 
Based upon our examination of these business models, we believe that there are four key suc-
cess factors for community impact. 
 
Resources/Linkage to the Community 
Credit unions as a whole can take advantage of centralized expertise and services in order to 
reduce risk and costs associated with community development. However, the credit union can-
not outsource knowledge of the local community environment.  This function is decentralized. 
 Assignment of responsibility for implementation falls to an internal, accountable resource.  A 
credit union intending to create new markets through community development will need to hire 
or redirect one or more staff that understands community and economic development initiatives, 
and who has a general familiarity with local, state and federal government programs that may 
be used to complement credit union resources and businesses that have a common set of core 
values.  
 
Looking across the case studies, we believe that there is strong benefit for extracting out key 
functions that can be placed into a shared and centralized resource center, such as the envi-
sioned Community Impact Center.  Primarily, the functions related to funding procurement and 
administration, are likely candidates.  However, the function of community relations is attached 
to the credit union and becomes a business driver and a part of the brand.  

 
Trust/The Right Types of Opportunities 
The right type of community development opportunity will be one that creates value for the 
community as it creates value for the credit union. These initiatives must generate a visible “win-
win” in order to generate trust among all constituents – consumers, community leaders, gov-
ernment entities and other businesses.  Ideally, these opportunities provide the credit union the 
ability to demonstrate leadership and to build upon the brand of the credit union. 
 
In all cases, credit unions that perform community development are focused on the consumer 
and their needs.  The effort is one of grassroots community outreach, not solely marketing.  In 
the case of many of these credit unions, new products, partnerships or approaches were the 
innovation needed to reach the intended opportunity.  These relationships are sustainable and 
the credit unions are able to grow. 
 
Adapt Business Model to Community  
Generally a credit union cannot simply insert its current business model into a community de-
velopment framework.  It must adapt its processes and products to meet the demands of the 
community.  This might mean looking at mitigating credit risk in a different way, such as leverag-
ing government programs within the delivery of these services.   It also may mean developing 
new distribution channels that utilize other means to reach the intended recipient.   
 
Arizona Federal is a dramatic example of this success factor in action.  Seeking to establish a 
deeper footprint into a largely unbanked community, the credit union looked for an innovative 
approach to reaching new members.  While a traditional branch environment is uncomfortable 
to one who is distrustful of financial institutions, establishing a satellite branch in the familiar sur-
roundings of the YMCA creates a new delivery opportunity that would otherwise remain unful-
filled.  Further, tying ACH payments into the process helps to jumpstart the relationship between 
the YMCA member and the credit union. 
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Build Partnerships to Magnify Impact  
Credit unions do not need to go it alone. The coordination of a multifaceted, focused effort is 
often improved by involving a number of like-minded partners with a common goal and similar 
core values.  A larger effort has more visibility and can reap additional rewards by catalyzing 
further economic development, creating a sustainable long-term impact. 
 
In examining the case studies, we found that partnerships were best served when the partners 
shared a common set of core values with the credit union.  In the Arizona Federal example, the 
credit union and the YMCA shared not only a common set of core values, but also a common 
goal -- to grow membership. 
 
 

Next Steps 
 
The real innovation, when it comes to community development, is the establishment of a cen-
tralized organization that can provide the shared expertise and resources to augment the local-
ized efforts of credit unions.  In larger banks, such as Bank of America, Wells Fargo, Washing-
ton Mutual, and many others, this infrastructure is built within the organization and focused on 
coordinating multiple projects with multiple partnerships, often with dramatic results. 
 
Credit unions have the ability to provide similar leadership, helping to establish trust within the 
underserved markets and to build their brand and grow membership.  Their capabilities, how-
ever, are limited by a general lack of widely available expertise and resources.  Investing in the 
infrastructure to improve this capability is a daunting task. 
 
The credit union industry is a highly successful cooperative model.  There are a number of re-
sources that exist both within and outside the industry that can be brought together to fulfill the 
vision for this business plan – a Community Impact Center.  This CIC will possess the knowl-
edge, expertise and resources to partner with credit unions on a community level to provide a 
repeatable and lower risk solution for leading viable community partnerships that will magnify 
investment through tax credits, qualified funding sources and common values, generating a 
competitive advantage for the industry. 
 
 



 

 
Page 16                                              Rev. 09/07/2007 

Resources 
 
The Aspen Institute 
The Aspen Institute, founded in 1950, is an international nonprofit organization dedicated to fos-
tering enlightened leadership and open-minded dialogue. Through seminars, policy programs, 
conferences and leadership development initiatives, the Institute and its international partners 
seek to promote nonpartisan inquiry and an appreciation for timeless values. 
http://www.aspeninstitute.org  
 
Bank of America 
This website is a good example of the type of commitment many of the leading banks are mak-
ing to community development initiatives.  Most of these large banks have the depth of exper-
tise and the infrastructure to magnify investment in the community. 
http://www.bankofamerica.com/foundation  
 
CDFI Coalition 
Formed in 1992 as an ad-hoc policy development and advocacy initiative, the Coalition of 
Community Development Financial Institutions (CDFI Coalition) promotes the work of commu-
nity development financial institutions (CDFIs). The CDFI Coalition coordinates industry wide 
initiatives to increase the availability of capital, credit and financial services to low-income com-
munities across the nation.  
http://www.cdfi.org   
 
CDFI Fund 
The CDFI Fund was created for the purpose of promoting economic revitalization and commu-
nity development through investment in and assistance to community development financial in-
stitutions (CDFIs). The CDFI Fund is administered through the US Department of Treasury. 
http://www.cdfifund.gov  
 
Center for Nonprofit Management 
Since 1979, the Center has fostered healthy neighborhoods and communities by  
improving the performance of nonprofit organizations addressing critical issues and 
 serving underserved populations.  CNM offers services including consulting, seminars, and 
surveys.  
http://www.cnmsocal.org  
 
Community Reinvestment Fund USA (CRFUSA)  
CRFUSA is a nonprofit organization, headquartered in Minneapolis, MN. CRFUSA brings capital 
to community-development lenders through the secondary market for loans. It is supported pri-
marily by its own revenue-generating activities, including loan purchasing, loan servicing and 
training and technical assistance. CRF gets further support from foundations, corporations and 
individuals that want to use their social-purpose investments in a way that maximizes their effec-
tiveness.  
CRF is not affiliated with any governmental agency.  
http://www.crfusa.com 
 
Living Cities 
Living Cities: The National Community Development Initiative is a partnership of financial institu-
tions, national foundations, and federal government agencies that invest capital, time, and or-
ganizational leadership to advance America’s urban neighborhoods.  On this web site, they pro-
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vide a detailed overview of the necessary infrastructure for delivering community development 
projects, including strategies, leadership and partnership and discuss some of the common 
challenges. 
http://www.livingcities.org/pdf/2007_05_01_How_Banks_Invest_in_Communities.pdf 
 
Low Income Housing Tax Credit Program 
The Danter Company, which serves as the sponsor of this information-packed web site, is a na-
tional real estate consulting firm providing market research and demographic information for 
builders, lenders, and developers in a variety of commercial markets. Since the program's in-
ception in 1987, The Danter Company has become one of the leading analysts for Low Income 
Housing Tax Credit development in the nation. The Danter Company has prepared this special 
resource collection for those interested in the Low Income Housing Tax Credit (LIHTC) program. 
The LIHTC program has been one of the most important programs providing affordable housing 
in the United States since its inception:  http://www.danter.com/taxcredit/  
 
National Credit Union Foundation (NCUF) 
NCUF plays a major philanthropic and social responsibility role within the U.S. credit union sys-
tem. NCUF raises funds, (primarily through the community investment fund), makes grants, 
manages programs and provides educational and related services that promote and improve 
consumers' financial independence through credit unions.  NCUF grants, programs and ser-
vices help create greater access to affordable financial services, provide widespread financial 
education, and empower more credit union members to build assets.   NCUF operates a num-
ber of programs for credit unions and coordinates resources with state foundations and leagues.  
Recently, NCUF established the Social Impact Management Institute, to address the need for 
leadership training related to community development. 
http://www.ncuf.coop  
 
National Development Council 
The National Development Council is one of the oldest national non-profit community and eco-
nomic development organizations in the U.S. Founded in 1969 with the mission to increase the 
flow of capital for community development to underserved urban and rural areas across the 
country, NDC’s core service is to provide technical assistance.  NDC acts as part of the operat-
ing force of their client communities, working to design, create and operate the development 
programs they need, and to plan and build the development projects they need.  
http://www.nationaldevelopmentcouncil.org 
 
National Federal of Community Development Credit Unions:  
The mission of the National Federation of Community Development Credit Unions is to help low- 
and moderate-income people and communities achieve financial independence through credit 
unions. Credit unions that serve predominantly low-income communities -- whether "low-
income-designated" by NCUA or not -- are eligible to join as “policy members”. Policy members 
enjoy access to a broad range of programs and services. Each year, The Federation invests 
millions of dollars in CDCUs, provides hundreds of hours of free consultations, offers low-cost 
training, works for regulatory changes, and much more.  
http://www.cdcu.coop  
 
New Markets Tax Credit 
This site is a good resource for the explanation of how New Market Tax Credits operate and 
what the role and definition is for a CDE.  It is sponsored by TransCapital, which serves primar-
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ily as an investor (debt and equity) to CDEs throughout the country. TransCapital can also 
source credits to projects and businesses. 
http://www.newmarketstaxcredit.com  
 
New Markets Tax Credit Coalition   
The New Markets Tax Credit (NMTC) Coalition was founded in 1998 by a group of local, re-
gional and national community development organizations that came together to advocate for a 
federal tax credit that would encourage private investment in community development. The goal 
was to create a federal tax credit that could do for community development what the Low In-
come Housing Tax Credit had done for housing. Since the NMTC became law, the Coalition has 
established itself as the principal policy voice advocating for the NMTC. 
http://www.newmarketstaxcreditcoalition.org  
 
New Markets Tax Credit Resource Center 
Novogradac & Company LLP, provides a number of valuable services for affordable housing 
and community development projects, including consulting, compliance audits, valuation and 
litigation support.  The New Markets Tax Credit Resources Center, sponsored by Novogradac, 
is a wealth of information for news, training resources, programs, legislation and policy related 
to community development. 
 http://www.novoco.com/NMTC/index.shtml  
 
OCC Fact Sheet on New Markets Tax Credits 
Issued by the Comptroller of the Currency, this short fact sheet provides a brief overview and 
listing of additional resources to explain the New Market Tax Credit program. 
 http://www.occ.gov/cdd/Fact_Sheet_NMTC.pdf  
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