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Quantum Governance presents the following discussion on a new approach fto the credit union
cooperative model. Our analysis is based on a combination of the core principles underpinning
the early development of credit unions, recent innovations from the corporate social responsibility
field and holistic ways of thinking about credit union “success.”

The Origins of Credit Unions

Credit unions are a shining example of the cooperative model of governance! applied to
financial institutions. The essence of the “cooperative model” dates back centuries and was vital
to fostering the growth of early human civilization by uniting humans together to *hunt for food,
build shelter and provide protection.”2 Cooperatives as we know them today date back to the
18th century and are motivated by a desire for collective financial security and assistance.3

One early cooperative, Rochdale Society of Equitable Pioneers, was founded in 1844. To avoid
the same failures as other cooperative attempts, the Society put forth the Rochdale Principles as
the foundation for its operation. Today, those principles are considered the philosophical basis for
the modern cooperative movement. (See Appendix A.) The Rochdale Principles are centered
around six core values: self-help, self-responsibility, democracy, equality, equity and solidarity.
These six values stem from a long-held tradition of honoring the ethical principles of honesty,
openness, social responsibility, and caring for others.”4

The first credit union, developed in Germany in the 1850s and 1860s, was based on these same
cooperative principles. By the end of the 19th century, the credit union movement had taken root
throughout much of Europe. In 1900, Alphonse Desjardins founded the first Canadian credit union
— the “people’s bank™ — which was known as “caisse populaire” in Quebec. Nine years later,
Desjardins infroduced the financial cooperative to the United States by helping open the first U.S.
credit union, St. Mary's Cooperative Credit Association.

These financial cooperatives met a vital need.

In the 1800s and early 1900s, most traditional banks would not serve those who did not possess
capital collateral, including fradesmen, members of middle- and low-class society and those who
hailed from rural communities. Banks were concerned about the conditions surrounding the cash
flow of many of these citizens, as their financial security was often susceptible to climate
conditions. Their lack of formal education and capital collateral also contributed to unease. Many

1 A cooperative (also known as co-operative, co-op, or coop) is *An association or corporation established for the purpose
of providing services on a nonprofit basis to its shareholders or members who own and control it.” ("cooperative." West's
Encyclopedia of American  lLaw edition 2. 2008. The Gale Group 31 Jul. 2018 http://legal-
dictionary.thefreedictionary.com/cooperative)

2"History of Cooperatives." lllinois Cooperative Council, 2016, illinois.coop/about-coops/history-of-cooperatives/. Accessed
1 Aug. 2018.

3 "Cooperatives also developed in colonial America. Benjamin Franklin founded the Philadelphia Contributorship for the
Insurance of Homes from Loss by Fire in 1752, which is sfill in operation today."” "History of Cooperatives." lllinois Cooperative
Council, 2016, illinois.coop/about-coops/history-of-cooperatives/. Accessed 1 Aug. 2018.

4 Wikipedia contributors. "Rochdale Society of Equitable Pioneers." Wikipedia, The Free Encyclopedia. Wikipedia, The Free
Encyclopedia, 22 Apr. 2018. Web. 1 Aug. 2018.
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banks believed that the small tfransaction sizes of these individuals were not financially
sustainable.5

Today, the definition of a cooperative has changed slightly from simply "being based on
cooperative principles.” The International Cooperative Alliance defines a modern-day
cooperative — like a credit union — as "an autonomous association of persons united voluntarily
to meet their common economic, social and cultural needs and aspirations through a jointly
owned and democratically-controlled enterprise.”

The credit union industry has experienced robust expansion since its infroduction to North America
in the 1900s. As of June 2020, there were 5,0706 credit unions in the U.S., with combined assets of
$1.95 trillion.7 While the number of individual credit unions has been declining every year since the
1970s, individual membership in credit unions has steadily increased, growing to 144.76 million as
of March 2021,8 up 26.30 million since March 2016.9

Even today, with the constant growth of credit unions, some type of *common bond” is sfill a
required tenet. Section 109(b) of the Federal Credit Union Act limits federal credit union
membership to three basic types: 1) Single common bond — occupational and associational; 2)
Multiple common bond — more than one group each have a common bond of occupation or
association; and 3) Community — those living within a discrete geographical area.

With smaller credit unions, many members personally know and interact with one another,
ascribing to the theory that “not paying loans on time can adversely affect other members.” 10 At
larger credit unions, whose membership can be well over 100,000, the sense of “common bond”
and membership can still have a powerful influence — whether it's familial ties of a firefighter or a
teacher’s credit union or the bond forged through a tight-knit community credit union. Whether
large or small, these bonds are expressed in the credit union industry’s essential mission: “people
helping people.”11

At Quantum Governance, our consultants have amassed more than 140 combined years of
working in the credit union industry. When asking credit union Boards what they take the pride in,
the number one answer is *our focus on putting members first.”

Credit unions tend to adhere to a conservative approach to risk — both due to a credit union’s
tax-exempt status and the volunteer nature of the Board. Many do not offer large business or
commercial loans, an approach that allows them to offer low loan rates, with low fees and high

5 Wikipedia contributors. "History of credit unions." Wikipedia, The Free Encyclopedia. Wikipedia, The Free Encyclopedia, 8
Oct. 2017. Web. 1 Aug. 2018.

6 Credit Union Data Summary 2021 QI. The National Credit Union Administration, 2021. The National Credit Union
Administration, https://www.ncua.gov/analysis/credit-union-corporate-call-report-data Accessed 15 Aug 2018.

7 Credit Union Data Summary 2021 QI. The National Credit Union Administration, 2021. The National Credit Union
Administration, https://www.ncua.gov/analysis/credit-union-corporate-call-report-data Accessed 15 Aug 2018.

8 NCUA Industry at a Glance, March 2021.

? NCUA Industry at a Glance, March 2016.

10 QOliver, Liz. "10 Benefits of Being a Credit Union Member." Lancaster Red Rose Credit Union, 29 Sept. 2014,
www.Irrcu.org/10-credit-union-benefits/). Accessed 1 Aug. 2018.

11 The phrase, "People Helping People®” is a registered trademark owned by CUNA which has been used as a description
of credit union philosophy since the early 1960's. (https://www.cuna.org/Webassets/Pages/Content.aspx2id=69073)
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savings. Any excess revenue is then given back to the membership as part of the cooperative
spirit: when the organization wins, so do its members.

For many credit unions, this way of giving back is a "value add” that helps them determine
whether they are fulfiling their mission of “people helping people.” But for other, albeit larger and
perhaps more progressive credit unions, these benefits are simply “table stakes,” and they are
contfinually asking themselves how to provide additional value to their members and the
communities they serve.

To provide more value to their members — and in some cases, to survive as an organization —
many credit unions have either fallen victim to or are victors of the significant number of mergers
and acquisitions occurring among credit unions today. With 32 percent of the top 50 credit unions
in the U.S. amassing $10 billion assets, people have begun to notice that the larger a credit union
gets — and the more consolidation there is — the more it begins to resemble a bank. The credit
unions seem to stray further from the tfraditional principles that once defined them. This shift has
drawn the ire of the banking industry:

“Many of today's credit unions bear little resemblance to the industry that received
this special tax exemption and today have become indistinguishable from the
banking industry, the [American Bankers Association, the principal frade group for
the banking industry] argues. Credit unions have leveraged their taxpayer subsidy
to aggressively grow, becoming a $1 trillion industry. And as the credit union
industry expands, it does so at the expense of all taxpayers.”12

The larger a credit union grows, the higher the level of complexity in its operations and regulations.
These complexities may reveal an increased need to compete head-to-head with banks,
minimizing and distancing credit unions from its cooperative roofts. This “bank-lite” approach has
some attractive aspects but poses concerns as well. One concern is the tendency of larger credit
unions to focus their needs, rather than on the evolving needs of its members and the communities
where they live and work.

Social Responsibility

While credit unions retain their deep philosophical connections to the social rationale underlying
the movement — “people helping people” — the increasing demands on credit unions by virtue
of their larger size, expanding geographical footprints, the demands of regulators, cyber security
challenges and changing expectations of financial institutions, require an increasingly
sophisticated approach to management and governance.

It should be noted that for many modern corporations there has been a gradual awakening to
the concept that they bear a responsibility beyond that of making money for their shareholders.'3

12 David Flessner, Credit unions grow in size and services, shrink in number, Times Free Press, June 25, 2015.
(http://www.timesfreepress.com/news/business/aroundregion/story/2015/jun/15/credit-unions-grow-size-and-services-
shrink-number/309680/).

13 “There is one and only one social responsibility of business — fo use its resources and engage in activities designed to
increase its profits so long as it stays within the rules of the game, which is to say, engages in open and free competition
without deception or fraud.” Friedman, Milton. The Social Responsibility of Business is to Increase Its Profits.” New York Times,
September 13, 1970.
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The notion of “corporate social responsibility” 14 is based on the idea that businesses ought to be
good citizens and “give something back to the community.” Similar to the “social contract”
argument put forth by the philosopher Thomas Hoblbes, this approach is “lbased on the philosophy
that businesses have a contract with society and get access to resources, gain protection under
the law, and receive societal approval in exchange for good behavior.”!s This model assumes
that a corporation has a moral responsibility to be a “responsible employer, neighbor and
contributor to the common good,” 16 or a "good corporate citizen.”

While credit unions are becoming more ‘“corporate” in nature, many corporations are
simultaneously discovering the need for a deeper connection with a mission — to connect with
the communities and customers they serve. This need for connection, coupled with the desire to
facilitate meaningful impact, is reminiscent of some of the foundational principles of the credit
union movement. Accordingly, by their very nature, credit unions may have been well ahead of
the times when it comes to organizational or corporate citizenship.

Corporate social responsibility principles encompassing more than profit for shareholders has
developed significantly over the past half century. Philip Mirvis, Ph.D. and Bradley K. Googins,
Ph.D., of the Center for Corporate Citizenship at Boston College, have analyzed the stages of the
evolution of corporate citizenship.!” (See Figure 1.)

14 There are numerous terms used in this white paper: corporate citizenship, corporate social responsibility, triple bottom
line, or sustainability. They essentially refer to the same concept of managing an organization such that it “*minimizes harm,
maximizes benefit, is accountable and responsive to key stakeholders and supports strong financial results.” For a more
complete discussion, please see Mirvis, Philip and Bradley K. Googins, Stages of Corporate Citizenship: A Developmental
Framework, A Center for Corporate Citizenship at Boston College Monograph. 2006. Page 3.

15 Googins, Bradley K., Philip H. Mirvis and Steven A. Rochin, Beyond Good Company, Next Generation Corporate
Citizenship. Palgrave Macmillan, 2007. Page 29.

16]d. Page. 21.

17 Stages of Corporate Citizenship: A Developmental Framework. Page 3.
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Stages of Corporate Citizenship®

Transforming
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a tax break" or citizen and give image ?nd fuccead. .
"It will help us something brand?
get business or back.”
members.”
Low Level of Engagement — High Level of Engagement
Figure 1

For many corporations starting this philanthropic journey, corporate citizenship is Elementary. It is
increasing profits, decreasing taxes, exerting legal compliance and providing jobs. Philanthropy is
part of the cost of doing business. For others, however, there is the understanding that “business is
responsible for and needs to take an accounting of the full range of its social, economic and
environmental outputs” — commonly referred to as John Elkington's “triple bottom line.”1?

Higher stages involve a more expansive and inclusive view of corporate responsibility and
accountability beyond the basic, minimum legal and operative requirements. These stages force
companies to develop a more holistic view of their role in society, assuming greater responsibility
for their societal impact,20 thus implicating a shift from citizenship as a marginal agenda item to a
mainstream element of business.2!

For many large corporations, and some forward-thinking credit unions, a progressive style of
corporate citizenship is more than just a good thing to do — “ultimately, it's a way to create the
passion and dffiliation to the business that you want employees,22 customers, and consumers to
have.”2 Some of the benefits include “not only goodwill, but also relevance for their customers,
their reputations, social investors and, in select cases, innovation and market development.”24

18 From Stages of Corporate Citizenship: A Developmental Framework.

19 Beyond Good Company, Next Generation Corporate Citizenship. Page 20. See also, John Elkington, Cannibals with
Forks: The Triple Bottom Line of 21st Century Business (London: Capstone/John Wiley, 1997)

20 |d. Page 23.

21d.

22 "Employees who say they have the opportunity fo make a direct social and environmental impact at work report higher
job satisfaction levels than those who don’t by a 2:1 ratio. Two-thirds of graduating university students say making a
difference through their next job is a priority, and 45 percent of students say they would even take a pay cut to do so.”
Zukin, Cliff and Mark Szeltner, Talent Report: What Workers Want in 2012, Page 3. Prepared by: John J. Heldrich Center for
Workforce Development Rutgers, The State University of New Jersey. May 2012.

23 |d. Page 32.

24|d.
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A Case Study: Vancity

Vancouver City Savings Credit Union, known as Vancity, was formed in 1946 as an open-bond
credit union serving residents of Vancouver. Today, Vancity is a values-based financial
cooperative serving the needs of its more than 543,000 member-owners. Vancity's Vision, Mission
and holistic approach toward their community go well beyond the established norm for credit
unions or banks.

Vancity reconceived what a credit union can do for, with, and in its community, creating an
approach that fundamentally blends a credit union’s historical roots as a cooperative with today’s
economic and societal realities. The credit union’s unique approach — the New Social Purpose
Approach — moves away from the traditional “Member Focused to Financial Success/Growth
spectrum,” bringing us to a whole new space that is not situated on a fraditional spectrum at all.
(See Figure 2.) From this new vantage point, the purpose of a credit union takes on new
significance and meaning.

Coro Strandberg, thought leader in the field of corporate social responsibility and former Vancity
Board member, described the evolution of their social finance approach:

“We didn’'t have a roadmap. We had values-aligned managers, but the idea of
becoming more socially responsible was foreign. In the early days, we had
managers from the traditional banking system. The Board was a little further ahead
in their thinking. Eventually, one or two staff seized the idea. We started to shift the
portfolio to be more socially responsible, and eventually everyone embraced the
mission. The strategy should be branding, imaging, and marketing. Once [the
Board has] declared their social purpose, it gets imbedded into everything they
do. Every touchpoint is infused with it. Corporate Social Responsibility is not why
they (members) come to Vancity, but it is why they stay, and it is atfracting
millennials. Once the business model crossed the paradigm shift, the Board started
to use the language of Corporate Social Responsibility.”

Vancity offers a wide range of products and services geared toward social good, including social
enterprise loans, financing of renewable energy projects, social housing, start-up financing for
social organizations, high-impact community investment loans, financial literacy workshops and
social finance products.25 They support sustainability, especially in the areas of affordable housing;
local, natural and organic food; green business; energy efficiency and community
development.26 The social finance portfolio Vancity offers is distinguishable from the kind of
corporate social responsibility efforts at many institutions and can have a much greater impact:

“The high-impact community investment loans product line grew $300 million from
2009 to 2010. In contrast to that, the Credit Union Central of Canada reports that
in 2010, Canada’s credit unions contributed more than $37.5 million to their
communities in the form of direct donations, financial services, sponsorships,
scholarships, and bursaries. Compared to grant-based community investments, the

25 |d. Page 133.
26 Vancity Three Year Plan, 2015-2017. Page 10.
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level of impact investment that can be provided through a loan portfolio is much
higher.” 27

Vancity also plays a strong role in advocating for advancement of cooperative principles and
practices. In addition to working the ground for cooperative efforts and development, they are
deeply committed to strengthening the credit union system. Vancity regularly advocates for a
more cooperative economy. They explain advocacy as highly relevant to their daily work and
how it connects them to their members and the communities where they live and work. Advocacy
is the “research” needed to activate their business model toward building healthy communities
that are inclusive, just and sustainable.”28

Vancity is keenly aware of the danger that being a larger credit union could lead to a
philosophical shift toward traditional financial institution principles that focus on the financial
performance of the organization short-term:

“We are learning how all the connections in the real economy actually work, but
we understand that if we don’t find ways to re-link financial wealth and social well-
being, we will not achieve our vision. We're also at risk of contributing to the current
financial system in a way that moves us away from our vision — of doing what is
‘good enough’ in the community rather than focusing on what is in the long-term
best interests of our members.”??

Thinking About “Success”

There is a spectrum of approaches that credit unions typically employ when they define success.

(See Figure 2.) Some are primarily focused on providing member services and benefits, sometimes
at the expense of long-term financial or strategic success. For instance, deciding to issue a
member dividend or offer lower rates on loans rather than invest in information technology
upgrades. Others focus on classic financial success — such as increasing capital ratios or focusing
on Key Performance Indicators — at the expense of putting member needs first. Others fry to blend
and balance the two extremes.

However, some contemporary credit unions are not satisfied with this spectrum. They are starting
to ask if providing excellent service to their members or growing the credit union’s assets is
genuinely the most effective path forward in today's economic environment.

They are also finding that this basic understanding of a credit union’s cenfral purpose does not
appear to adequately differentiate them from other financial institutions, nor does this purpose
fully explore the unique opportunities a cooperative could pursue. Yes, offering great financial
services at more advantageous rates offers value to members, and it can have a positive impact
on their lives. And yes, expanding the asset base of a credit union can allow the institution to offer
more high-quality products and services, and expand to include more members. But neither

27 Geobey & Weber. Page 132.
28 |d. Pagel0.
29 |d. Page 3.
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option — nor a dynamic combination of the two — stands out. A new approach or model to
define credit union “success,” closer to Vancity's approach is emerging.

Typical Approaches to Credit Union “Success”

Member Focused

Success

Primarily focused on
member success and
benefits, as well as services
and products that improve
members' financial lives.

Essence
Viewed through providing

Balanced

Success

Artful balancing of a strong
member service approach
AND a focus on financial
prudence and
sustainability.

Essence
How the whole emerges

Financial
Success/Growth

Success

Primarily focused on
financial strength, size and
growth.

Essence

Viewed through financial
asset size and growth
accomplishments.

excellent service. equally from both service
and financial results. Metrics

Tilt toward improving
Metrics financial size, ratios and
Both member benefits and results.

financials.

Metrics
Tilt toward member interests
and benefits.

Figure 2

Social finance (or social banking) uses the Social Purpose Approach. (See Figure 3.) This model
applies tools, instruments, and strategies focused around blending economic, social, and
environmental return with capital.3¢ Social finance institutions (SFls) provide financial services to
generate social or environmental benefits, in contrast to the purely profit-driven motivations of
their commercial counterparts. “SFls should demonstrate their social or environmental
sustainability impact and also support investments that produce social or environmental returns
while also generating financial returns.”s!

30 Harji, K., and T. Hebb. 2009. The Quest for Blended Value Returns: Investor Perspectives on Social Finance in Canada.
Ottawa: Carleton Centre for Community Innovation, p. 25.
31ld. Page 130.
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The Social Purpose Approach

Social Purpose

. Approach The essence of the
Success is more approach is to fully
broadly or holistically incorporate community

focused - success into the heart
on a combination of of the credit union's

factors which include efforts.
member benefits,
financial strength AND Success is measured in

community impact. "friple bottom line" or
holistic fashion.

Financial
Balanced Success/
Growth

Member
Focused

Figure 3

An important feature of social banking is how the credit union’s assets, deposits, and savings are
directed toward loans — their most important service — committing “a substantial portion of its
assets to social finance projects rather than including social investment as part of an ancillary
corporate social responsibility (CSR) plan.”32

Impact investing is “the active investment of capital in businesses and funds that generate positive
social and/or environmental impacts, as well as financial returns (from principal fo above market
rate) to the investor.”33 While mainstream financial institutions, like banks, typically have a CSR
strategy as an add-on to their general business model, the difference for SFis is the interwoven
nature of social values into their core governance and business practices.34 They are still known to
have impressive balance sheet growth, market share and even financial return.35

In their early form, credit unions themselves were “disruptors.” They tested the status quo and
challenged the assumptions that only people of means could — or should — have access o the
financial tools and services that can ensure personal financial stability. By providing access to
credit, financial education, and basic economic tools that make financial security a realistic,

32Sean Geobey & Olaf Weber (2013) Lessons in operationalizing social finance: the case of Vancouver City Savings Credit
Union, Journal of Sustainable Finance & Investment, 3:2, 124-137, DOIl: 10.1080/20430795.2013.776259,
(http://dx.doi.org/10.1080/20430795.2013.776259). Pages 125-26.

33|d. Page 126.

341d.

351d.
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achievable goal, credit unions provided an invaluable social service and transformed their
members’ lives.

To embrace the Social Purpose Approach, it is necessary to have a deep understanding of
community needs, strengths, and weaknesses. In a recent interview with Quantum Governance,
Tony Budet, University Federal Credit Union (UFCU) CEO, recounted, "Most credit unions’ roofs
date back to the 1930s, and we need to think about [how] to fulfill our original goal, which was to
bring the community together to solve their problems. In the past, the credit union vision was
bigger than a balance sheet and income statement.”

Strandberg describes the contemporary framework for this model. She states, *At the point | left,
it was a Corporate Social Responsibility strategy but now it's a Social Purpose Model.” There are
steps to integrate social purpose into the organization, starting with prototyping and including
social concepts in the corporate strategy. It then becomes a governance matter and is
incorporated into the compensation strategy. Thenit's about creating metrics and add[ing] those
metrics to performance reviews. Before long, the CSR strategy is embedded in the organization.”

The success of this model depends on the approval and support of both the Board and
Management as each play an important role in both envisioning the credit union’s future. Budet
shared,

“As CEO, | had fo think about where my time was going. | discovered that only a
third was here (at UFCU), about a third went to CUNA, and a third to civic
engagement. At my next Board meeting, | laid out how | spend my time. We had
a beautiful discussion and at the end, the Board Chair asked for a show of hands
on whether they supported me continuing to divide my time like this, and even
though they didn't have metrics to measure the civic engagement and outreach,
they still wanted me to confinue. It's unusual for a Board to vote that way, and |
confinued to focus two-thirds of my time and effort on immeasurable aspects
because they are strengthening the organization and lead to a beftter
understanding of the community. The immeasurable in the end is the big
differentiator.”

Regarding the next steps that UFCU needs to take to advance their mission along the spectrum
of social purpose, Budet reflected on the necessity of getting buy-in from the Board:

“UFCU needed to atftract new leaders to our Board who were from spaces within
the community and had an interest in supporting the community. It was a culture
clash aft first. It's difficult to go through that. A lot of credit unions will have this
challenge if you don't have an anchor or group of people on the Board who are
part of the community you serve. It needs to be Board-driven. We have a Board
subcommittee, the North Star Committee, formerly called Banking for Good, but
we liked North Star because ifs role is to guide us and take the lead.

In a recent retreat, the Board determined the most critical issues facing our
community that intersect with the credit union’s purpose and mission. They are
economic empowerment, career readiness, affordable housing, and educational

© Quantum Governance, L3C. All rights reserved. 10



DQUANTUI\/I GOVERNANCE, L3C

THE SCIENCE & ART OF GOVERNANCE & STRATEGY

BACK TO THE FUTURE? A NEW MODEL FOR CREDIT UNIONS

attainment. This exercise has helped us better understand and focus ourselves as
a credit union.”

The Social Purpose Approach offers a blend of classic credit union principles, an innovative
approach that focuses on elevating entire communities and sound business products that can
add to a credit union’s financial stability. Of course, there are many other aspects that go intfo a
credit union’s commitment to corporate citizenship and social finance. This flexible approach
allows for incremental development and broad reach simultaneously. It also encourages
creativity from your credit union’s leadership — both Board and Management —in how they want
to “live their mission” and create positive impact, not just for the credit union’s members but for
the whole community.

© Quantum Governance, L3C. All rights reserved. 11
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Appendix A

CREDIT UNION PHILOSOPHY

In 1935, when credit unions were helping Americans through the Great Depression, the freasurer
of a Midwestern credit union said that credit unions were "not for profit, not for charity, but for
service" and that philosophy holds true today.

The CUNA Cooperative Alliances Committee has developed seven cooperative principles that
reflect this commitment to serving members and their communities. These principles were inspired
by the Rochdale Principles, which were named after the first successful co-op, founded in
Rochdale England in 1844.

In 2019 the Credit Union National Association and National Credit Union Foundation adopted a
Board resolution to support diversity, equity and inclusion as a shared credit union cooperative
principle, and for credit unions continuing to have a responsibility and take a leadership role in
building and serving more diverse, equitable and inclusive communities.

EIGHT COOPERATIVE PRINCIPLES FOR CREDIT UNIONS
1. Voluntary Membership

Credit unions are voluntary, cooperative organizations offering services to people wiling to
accept the responsibilities and benefits of membership, without gender, social, racial, political, or
religious discrimination. Many cooperatives, such as credit unions, operate as not-for-profit
institutions with volunteer boards of directors. In the case of credit unions, board members are
drawn from defined fields of membership.

2. Democratic Member Control

Cooperatives are democratic organizations owned and confrolled by their members — one
member, one vote — with equal opportunity for participation in setting policies and making
decisions.

3. Members’ Economic Participation

Members are the owners. As such they confribute to, and democratically control, the capital of
the cooperative. This benefits members in proportion to the transactions with the cooperative
rather than on the capital invested. For credit unions, which typically offer better rates, fees and
service than for-profit financial institutions, members recognize benefits in proportion to the extent
of their financial fransactions and general usage.

4. Autonomy and Independence
Cooperatives are autonomous, self-help organizations controlled by their members. If the
cooperative enters into agreements with other organizations or raises capital from external

sources, it is done so based on terms that ensure democratic control by the members and
maintains the cooperative autonomy.

© Quantum Governance, L3C. All rights reserved. 12
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5. Education, Training and Information

Cooperatives provide education and fraining for members, elected representatives, managers
and employees so that they can contribute effectively to the development of the cooperative.
Credit unions place particular importance on educational opportunities for their volunteer
directors and financial education for their members and the public, especially the nation’s youth.
Credit unions also recognize the importance of ensuring the general public and policy makers are
informed about the nature, structure and benefits of cooperatives.

6. Cooperation Among Cooperatives

Cooperatives serve their members most effectively and strengthen the cooperative movement,
by working fogether through local, state, regional, national and international structures.

7. Concern for Community

While focusing on member needs, cooperatives work for the sustainable development of
communities, including people of modest means, through policies developed and accepted by
the members.

8. Diversity, Equity and Inclusion

Credit unions support diversity, equity and inclusion as a shared credit union cooperative principle
and continue to have a direct responsibility and take a leadership role in building and serving
more diverse, equitable and inclusive communities.

These principles are founded in the philosophy of cooperation and its central values of equality,
equity and mutual self-help. They express throughout the world the principles of human
development and the brotherhood of man through people working together to achieve a
better life for themselves and their community.
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For questions or inquiries, please contact Giséle Manole, Chief Marketing
Officer by emailing gisele@guantumgovernance.net.

Quantum Governance provides credit unions, corporations, nonprofits,
associations and governmental entities with governance and strategic
consulting, facilitation and assessment. The firm is a unique L3C organization
that integrates the best of the for- and non-profit communities into one
practice. It is a low-profit, limited-liability service firm dedicated to the public
good. This document is not intfended for wide distribution nor fo be relied upon
for any purpose beyond its intended scope as an example Board policy. We
are not providing accounting, financial, legal or other professional advice or
services of any kind in in supplying this document. Please consult with legal
counsel in approving all governing documents.

Do not copy, distribute or post without consent from Quantum Governance,
L3C.
© Quantum Governance, L3C. All rights reserved.
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