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ABSTRACT

Through exploring the Borough of Merton with the aid of Commonside Community
Development Trust, a need has been identified for CMS Credit Union to better serve the borough’s
low-income residents by encouraging savings and providing non-predatory loans. For the credit
union to best serve these individuals, we identified four key areas of improvement: accessibility,
products, marketing, and organizational structure. To this end, a consultancy report, website,

pamphlet, and marketing network were delivered to CMS as part of a recommendations package.
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EXECUTIVE SUMMARY

This project evaluated and stressed the use of Croydon, Merton, and Sutton Credit Union
(CMS) within the Borough of Merton, specifically focusing on serving the low-income Pollards Hill
area. Over the course of the project, interviews were conducted with expert contacts, local residents,
and CMS board members. Additionally, both the local community and CMS were closely explored
through guided tours and observations. The credit union industry as a whole was explored through
attendance of national events. All of these methods combined into findings focused on the strengths
and shortcomings of CMS. This knowledge led to recommendations outlining innovations in the
operations, services, marketing, and management of CMS so as to better seize the opportunity for

growth in Merton and initiate a positive evolution in the organization.

The findings on CMS were focused on five main areas: physical access, products, presence and
marketing, organizational structure, and internal political challenges. A list of the key findings that

were used to drive the creation of the recommendations delivered to CMS can be found below:

e CMS has limited physical accessibility options.

e The current loan product line is complex and exclusionary.

e Current marketing materials are out of date and inefficient.

e The organizational structure struggles to accomplish the work necessary for CMS’s
operations.

e Internal political issues hinder CMS’s internal Board of Directors.

Based on the findings on CMS and the data gathered from the community in Pollards Hill, a set of
recommendations was put together to address the present shortcomings of CMS and provide it with
a detailed and achievable plan for a pilot program aimed at expanding presence, increasing customer
base, and revamping operations. These recommendations focused on improving the efficacy of
CMS Credit Union at serving the Borough of Merton, specifically focusing on Pollards Hill, but will
also improve CMS services for members in all three boroughs that CMS serves: Croydon, Merton,

and Sutton. The set of recommendations can be found below.



Accessibility

e Provide a presence in locations close to the community.

o Set up location in the New Horizon Centre on Fridays from 09:00-14:00 with at least
one staff member.
o Provide weekend hours through collaboration with New Horizon Centre.

e Change opening hours in select current locations:

o Croydon Monday, Wednesday, Friday 10:45 - 16:45.
o Merton Civic Centre Wednesday 10:00 -17:00.
o Move Sutton Civic Centre presence to Thursdays.

e Provide easy access in place of requiring appointments to speak with CMS at the Croydon

Bernard Weatherill House.
e Provide checking, debit card, and ATM features to savings customers.

e Allow customers to check balances, submit forms, and join online.

Products

e Consolidate the current loan products line into a single universal loan.

Marketing
e Utilize a network of CMS Champions who are local community leaders enlisted to spread
awareness and promote use of CMS Credit Union.
e Develop strong branding by following the principles of simplicity, emphasizing images over

text, and consistency showcased in the developed website.

Organizational Structure

e Implement an organizational structure that emphasizes division of responsibilities,

accountability, and a clear chain of command.

Additionally, CMS received tangible finished products including a computer interface for a new
streamlined product, a fully redesigned website, an innovative budgeting tool embedded on the
website, a network of committed CMS Champions, an informational handout for the training of

CMS Champions, and a new organizational structure.



These recommendations received the support of Merton stakeholders who were keen to collaborate
with CMS in the borough and the support of several CMS board members committed to “make it

happen in Merton”.



CHAPTER 1: INTRODUCTION

Indebtedness, or being behind on payments the last three out of six months, is a major
problem around the world. In the past few decades, trends of market liberalization and financial
deregulation have generally granted consumers increased access to capital but on terms often left
unclear and unsupportable to borrowers. Individuals often have access to funds from a variety of
sources including the private sector (i.e. banks and credit unions) and the state (i.e. welfare and
disability) (Betti, Dourmaskin, Rossi, & Ying, 2007). Despite the fact the abundance and quality of
financial institutions differs across nations, certain communities experience greater economic
stresses that have the potential to be mitigated through outreach efforts, increased education, and
community involvement. This situation has become more prevalent in the United Kingdom, where

approximately 18% of the population is considered indebted (Money Advice Service, 2013).

London is divided into thirty-two boroughs governed with a degree of autonomy by individual
borough councils. The makeup of each borough can vary greatly: ethnic, cultural, and economic
differences are prominent. One particular borough southwest of the official city center is the
Borough of Merton. Like many others, Merton faces a distinct set of challenges that are spatially
spread throughout its twenty wards. In East Merton, government funding, good financial resources
tailored to low wage families, and a wealth of programs other boroughs offer are less prominent. For
many residents of the borough, financial inclusion is elusive due to the limited access to appropriate
financial services that could satisfy their needs (Fuller, 20006). These and many other factors create a
situation where families do not have the time, know-how, want, or ability to reach out for the tools
that could help them, which are not necessarily accessible. Beyond the existence of financial

resources, proper marketing and exposure are needed to help advance financial inclusion.

Since the issue of indebtedness is so prevalent, demanding, and deals with people’s livelihoods, it has
been looked at extensively in a wide range of studies. One such study was conducted by the Centre
for Social Justice in the UK headed by Iain Duncan Smith, the Secretary of State for Work and
Pensions. The goal of this study was to continue research in the UK as to why households are
becoming increasingly indebted and what kinds of debt they are facing. They found that household
debt has doubled in the past decade but personal savings are at an all-time low (Centre for Social

Justice Working Group, 2013). A current effort in the UK that is trying to respond to this trend is
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the use of credit unions within indebted communities. Some of the services credit unions provide
are loans to high-risk individuals, debt consolidation services, financial education, and community
outreach programs. This government-backed initiative has included the creation and promotion of
credit unions for certain markets, but their reach could be vastly extended. Credit unions such as the
Salford Credit Union in Manchester, UK provide support for a limited number of communities or a
finite geographical location (Salford Credit Union, 2012). Unlike credit unions in the US, which are
as popular as banks, these institutions do not have a national foothold and their worth has not been
popularly recognized. Because of this, the value of the services credit unions can provide has not
been explored for all of London, and more importantly, the applications these institutions can have

are yet to be understood in many communities.

Our research briefly explored the financial needs of over-indebted families to then focus on the
potential benefits of establishing a presence for CMS Credit Union (Croydon Merton Sutton) in
Merton, specifically Pollards Hill. By researching similar situations in the United States where credit
unions have had positive impacts in their communities, we added to the analysis on the most
effective way to consider a community-oriented financial institution serving an unexplored area.
Data was gathered from interviews, focus groups, interactions with the community, communication
with expert contacts, interactions with CMS Credit Union, and participation in credit union
conferences on a national level. Our findings on the needs of the area and the current operational
limitations of CMS Credit Union were used to create recommendations for CMS on how to best
deploy a product and marketing pilot program in an indebted area that suffers from low financial
literacy and inclusion. From our research and experiences in London we witnessed the opportunity
for a credit union that works intimately with the community, understands its needs, provides

educational programs, and delivers quality financial services to grow in Merton.

The Commonside Community Development Trust, located in the ward of Pollards Hill, with the
participation of CMS Credit Union, is sponsoring this work. Commonside and CMS aimed to
expand CMS’s outreach by understanding what could serve the community and then generating
positive changes in the management and offerings of the credit union through a pilot program in
Pollards Hill. Working with a community development center rich in connections to local residents
and community leaders yielded the insights necessary to issue detailed and concise recommendations

to CMS. These stressed the opportunities in streamlining its loan products, using a network of well-
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connected volunteers to promote its services, utilizing technology and the provided redesigned
website to increase its online presence, and solidifying its organizational structure. The
recommendations received the support of Merton stakeholders, who were keen to collaborate with
CMS in the borough, and the support of many CMS board members committed to “make it happen

in Merton”.
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CHAPTER 2: BACKGROUND

Around the world there are millions of families who struggle with debt and poor finances on
a daily basis. Individuals within society experience different stresses that reach beyond financial
wellbeing. Current efforts, particularly in the United Kingdom, point towards more intimate
institutions that embrace the for-community mission, but economic realities have created room for
new financial players with diverging goals to emerge. Perhaps the best way to address these
complexities is at the local level, and organizations such as the Commonside Community
Development Trust (referred to as Commonside going further) in Merton focus on this objective.
To fully understand the complexities of East Merton this chapter will explore the nature of debt and
its prevalence in the UK; the concepts of financial literacy and inclusion; the philosophy and
promotion of credit unions; the past and present efforts addressing over-indebtedness and credit
union inclusion; the positive impact of credit unions in indebted communities; and the role of

Commonside in the community.

Background Topic 1: A Look into Over-indebtedness

Families who struggle with over-indebtedness are certainly not isolated, for the community
they live in often displays the symptoms of socioeconomic problems. In order to address these
problems, both the private and public sectors can strive to reach an understanding of community
needs. By grasping this, actions can be taken by an array of organizations to help influence these
families into taking advantage of available resources. With over 8.8 million people in the UK
currently in debt, certain archetypes of families must be focused on so as to provide the best
methodologies for working with them and their unique situations (Money Advice Service, 2013).
What are the realities of being in extreme debt? What is the true nature of it? What causes it and
how can it be solved? These are all complex issues that cannot easily be answered, but the resources

available can be utilized and certain arguments can be made in hopes of reducing over-indebtedness.

Over-indebtedness in the UK

The Centre for Social Justice, a well-respected UK-based think tank founded by the
Secretary of State for Work and Pensions Iain Duncan Smith, found that the average household
debt in Britain has doubled in the last decade (Malnick, 2013). The average British household now
owes approximately £54,000 compared to £29,000 in 2003. The majority of these debts are coming

13



from steep rent payments, which unwary owners may have undertaken. Families are "encouraged to
borrow more and save less, whilst experiencing rising costs of living and stagnant wages, millions of
households now find themselves at crisis point" (Centre for Social Justice Working Group, 2013).
This is a common trend across the UK where rising energy costs and lower or stagnant wages can
place households into a situation that is difficult to escape from. Additionally, the capital city of
London has some of the lowest levels of residence ownership, with the majority of people resorting

to renting their homes or apartments due to the high property costs within the city.

Ofgem, the regulator of the energy and gas markets in the UK has concluded that the average users
of gas and electricity have increased their debts in this area from £100 in 2001 to approximately
£400 in 2011, marking a 400% increase in ten years (Ofgem, 2011). The combination of rising debt,
the record low wages in the UK since 2001, and an extreme inability to find and retain available jobs,
makes over-indebtedness a very real and common problem (Chu, 2013). With flat rental on the rise,
more families are entering into housing contracts with landlords where strict management of funds
is necessary. By looking at over-indebtedness in the UK as a whole and investigating the previously
mentioned trends, we will next consider certain widespread connections that can be drawn and

applied to a particular community in a borough of London.

Over-indebtedness in East Merton, London

The borough of Merton, London has a dichotomy between the West and East ends in which
the latter stands in a position of extreme over-indebtedness, low wages, and poor government
funding. Over-indebtedness is a major problem in the UK, where approximately 18% of the adult
population is described as being three months behind on their financial dues. They feel their
situation is a heavy burden and are unable to buy basic necessities (Money Advice Service, 2013).
The average unemployment rate throughout London is approximately 9%, yet in Merton
unemployment is significantly lower at 7.1%. The average salary in Merton is £33,198, which lies
higher than London’s and the UK’s average wage (City of London, 2014). These statistics create a
false sense of prosperity in the borough as a whole, when in truth the prosperity is mostly
concentrated in the West. East Merton, comprised mainly of Mitcham and Morden, is afflicted by

severe debt, low average wage, high unemployment rates and limited financial options.

The borough of Merton is culturally diverse, and its people hold different levels of education,
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income, financial literacy, and employment. The Greater London Authority places the population of
Merton born abroad at 43%. One possible aspect that could be contributing to the low wage jobs
and job rarity in East Merton is the poor public transportation system. West Merton, which has an
acceptable transportation connection to Central London, has a standard or above average wage area
and the population is low in debt. East Merton does not have a convenient connection to the main
source of jobs throughout London. It is a complex and lengthy (one hour plus) combination of the
tube, buses, and walking in order to get to the heart of London. This lack of convenient transport
means the borough is somewhat isolated; as such, commerce, jobs, and willingness to travel into the
city proper are at a much lower level. The issue of transportation is just one factor of the problem of
indebtedness. The complexity of the factors leads to many questions: What characterizes
indebtedness in East Merton? How did these people come to owe sizable amounts of money? Why

is East Merton in its current situation and what can be done to help it?

Families Affected by Debt

The previously mentioned Money Advice Service (2013) identified eight key groups of
people to better understand the types of families that are facing debt and their needs. In order to
better understand the major demographics and intricacies of East Merton we will be focusing on
low wage families, stretched families, worried working families, benefit dependent families, and

uncomfortable retirees.

Low wage families comprise 9.3% of the UK indebted population and are those that make very little
money or sometimes a non-livable salary, depending on each paycheck to buy necessities. This
commonly refers to single working mothers and new families with entry-level positions. The daily
struggle of living and paying bills is a large burden for these families, but they are aware of their
situation. They are often receptive to advice and realize they are in a fragile financial standpoint
where unexpected expenses could prove problematic. Unfortunately, this group resigns to its
situation and simply believes that it is the way life is. Given their rising hopelessness, proactive help

and encouragement would help these families’ situation.

Stretched families make up 16.3% of the UK indebted population and are described as families
where every member works, usually multiple jobs, but have scant savings. Beyond depending on low

salaries, these people have little spare time due to their job commitments. Because of this, stretched
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families are hard to reach and rarely seek advice or help. This group in particular is resigned to their
debt because they hard work every day of the week, yet still struggle. The first step in helping the
members of this group would be to provide some comfort or encouragement that their problems

can be solved, so that they can seek advice and help.

Worrtied working families, which comprise 19.4% of indebted people, are in a different situation
than most because they are characterized by having satisfactorily paying jobs, secure positions, good
skills, education and/or experience, and are financially literate. However, recently situations have
arisen where debt and little to no savings have become a problematic. Examples include the cost of
their children’s higher education, sudden disasters, underestimated costs of luxuries, etc. This group
is likely to seek the advice or financial services they need to help themselves. However, this often
comes with a feeling of shame or guilt as a consequence of making more than other people in debt.
Because of this, worried working families are constantly aware and bothered by their debts and are

the most likely group to make use of financial resources.

Benefit dependent families make up 20.2% of the indebted population and live from the small
stipends they receive from the government or institutions. Living in social accommodations and
living with disabilities are often the aspects of this group’s situation. Families or individuals who rely
on services like disability pay and pensions fall into this category. These families tend to be middle
aged and often support others. This often creates a situation where the only working member of the
family must have limited hours at a job because most of their time is for taking care of children or
disabled members. This is the most disengaged group with 59% claiming they have no intentions of
seeking advice and given people have no direct control over their income, they often feel very

hopeless.

The last group is uncomfortable retirees who make up only 1.1% of the population of indebted
families. Uncomfortable retirees are inherently older and subside purely on their retirement funds.
Similar to benefit dependent families, these people feel uncomfortable because they lack control
over their earnings while realizing they could not afford a sudden expense. Generational differences
contribute to the rejection of help or the acknowledgement of their predicament. Interviews with
this group as part of different studies convey families are shameful, so indirect advice or non-

person-to-person help may be best.
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The Complexities of East Merton's Debt

The reasons for and solutions to the debt are not simple and cannot be conclusively
answered. However, analyses and certain observations can be made to explore potential solutions. A
comparison between East Merton and West Merton can assist in issuing recommendations to the
local council, which is familiar with the problem and hopes to alleviate it. In West Merton,
approximately 60% of people have some form of higher education and/ot job qualifications. The
top employment in this area comes from sectors such as business, marketing, and research — all
highly skilled jobs. By contrast, in East Merton only 23% of the population obtained higher
education, and 22% have very little or no education/professional preparation (Metrton Borough,
2013). Most workers in the eastern ward of Pollard Hills work in low-paying entry level jobs such as

sales assistants, retail cashiers, and public workers.

This information would tend to suggest that the disparity in income and levels of debt may be
proportional to educational levels. On the other hand, this disparity could only be an effect of fewer
jobs in the area, low government funding, and lack of necessary financial institutions. This is
compounded by the fact that in many ways, East Merton is somewhat isolated from the rest of
London and its financially active sector. As such, many successful business and institutions do not

seek East Merton to open new locations that could provide much needed jobs and services.

An important overarching factor to consider is the social dynamic that arises from cultural diversity.
Ethnic enclaves bind the community together, and bring unique characteristics that differentiate it.
With this diversity comes a high concentration of spoken languages, backgrounds, and
opportunities. As a large percentage of the population has trouble with the English language, access
to and knowledge of finances can become a large hurdle that to a native English speaker may seem
trivial. The lack of a cohesive, dominant language also serves to bring distrust to members of the
community because they cannot comprehend what is being conveyed in a language they do not have
a firm grasp of. Because of this, culturally diverse members of the community tend to shy away from
anything that may require them to provide personal information such as bank accounts or financial
programs. This, among innumerable factors, creates an area of high poverty, substantial debt and
unemployment that only serves to advance a circle of indebtedness in which people cannot make

adequate pay and businesses do not flourish.
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To better understand the nature of the challenges these families face it is necessary to understand
the actual debt itself. The debts faced by community members are primarily bills such as utilities and
rent. However, many different families will accrue different and unique debts such as unpaid
luxuries, quick loans from payday lenders (see Background Topic 2), credit cards, mortgages for
home owners, car loans, social housing dues, etc. Different from the US, healthcare in the UK is not
paid directly by the patient but rather through their taxes as part of the National Health Service.
Though this provides some solace from sudden incidents or prescription drugs, it also means a
higher tax rate. The rising costs of rent, due to the rising cost of energy, means that more than half

on

of these families’ "take-home" income goes to regular payments like these, a quarter goes to debt

repayments, leaving a quarter for necessities such as food (RT, 2013).

Commonalities with Worcester, MA, USA

Working with a local community housing project in Worcester, MA, USA valuable insights
were gained that connects closely with East Merton. Many residents of this community in Worcester
work entry-level jobs, such as retail, that require little training. The lack of a predefined work
schedule and varying amount of work hours present a distinct challenge that is commonplace with
these kinds of jobs. With so many unknowns and unforeseen problems, such as being able to pay
the next bill, harassment from debt collectors, and a sense of unease associated with job insecurity,
income stability and routine can offer a sense of control and foundation (Vinick, 2014). This,
combined with a lack of social support in times of need can cause a large job retention problem.
Due to the nature of these jobs, the workers also feel expendable and fear that any misstep may lose

them their job. The previously mentioned problems apply to the residents of East Merton.

Worcester and East Merton are very similar in that they are both culturally and ethnically diverse,
have a community bond, and struggle to face their challenges. However, they also share a lot of the
issues such as low wage jobs, language barriers, high levels of debt, and limited financial literacy and
inclusion. The parallels present between these communities increase the values of the insights

gathered before our arrival.

18



Background Topic 2: Credit Unions and Financial Inclusion/Literacy

Financial inclusion and literacy are useful tools in fighting the effects of over-indebtedness.
Without these tools, families are often not able to take advantage of the financial breaks available to
them, including tax breaks and refinancing opportunities. The over-indebted population is often
lacking these tools more than any other segment of the population, increasing the direness of their
situations. In many communities, credit unions have served as a valuable resource to improve access

to these tools, and in the process help out over-indebted households.

Financial Inclusion

Financial inclusion is the ability of people to easily access affordable financial services. A lack
of financial inclusion can be detrimental to the efforts of over-indebted households to improve their
financial situations. In many communities, the level of financial inclusion has been decreasing as
banks attempt to “reduce risk, cut costs and repair profits” by reducing the ease with which they
make credit available (Fuller, 20006). Specifically, many minority groups find themselves excluded
from economic resources due to a lack of available credit from established financial institutions
(Fuller, 20006). Those who believe that a lack of self-control is the root of over-indebtedness, and
that credit restraints are the only solution, reinforce the affecting financial limitations as they

encourage tight credit policies (Gathergood, 2012).

The implications of financial exclusion are severe, and as society moves closer to a “cashless
economy”’, those who suffer from financial exclusion will be further excluded from society. Those
who are not able to access financial services can find themselves unable to cash checks, pay bills,
receive wages, and without insurance. Financial exclusion “reinforces social exclusion”, pushing

those most vulnerable further to the edges of society (Mitton, 2008).

When financial services, such as savings accounts, borrowing options, and financial advice, are easily
accessible, over-indebted families are more likely to be able to utilize them to improve their
situations (Conaty and Mayo, 1993). By restricting these families’ access to credit, the established
financial community impedes their chances for improvement. While these problems have been
present in the United States in the past, they are now becoming more common within Britain,
causing the escalation of “withdrawal of financial services from certain social groups and localities”

(Fuller, 20006). East Merton is especially affected due to its high rates of over-indebted households.
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The UK government has taken steps to help alleviate the problem of financial exclusion. It has
placed pressure on major banks to offer basic financial services to over-indebted individuals (Fuller,
Mellor, Dodds, & Affleck, 2000). It has also established a Financial Inclusion Fund and a Financial
Exclusion Taskforce to increase access to “banking, affordable credit, and financial advice.” The
government has also turned to local institutions, such as credit unions, to provide a cheaper form of

credit to those vulnerable of financial exclusion (Fuller et al., 2000).

Credit unions have been shown to be effective at increasing financial inclusion within their target
communities (Leyshon and Thrift, 1997). They offer “affordable financial services” to families with
modest incomes, allowing households to better participate in the financial system (Marshall, 2004).
In the United States, credit unions often operate closely with banks to provide “finance for local
development” that improves the community as a whole (Marshall, 2004). Unfortunately, credit
unions are not currently widespread within the United Kingdom, reducing their efficacy as a solution
to financial inclusion problems. In addition, credit unions cannot always bear the risk of lending to
the most high-risk borrowers (Mitton, 2008). While helpful, credit unions cannot be a complete

solution to the problem of financial exclusion.

Financial Literacy

Financial literacy, or “the ability to make informed judgments and take effective decisions
regarding the use and management of money”, is a vital skill to possess in a modern economy.
Those with a sufficient level of financial literacy are more effectively able to manage money, plan
ahead, choose beneficial financial products, and stay informed about their overall finances. In
contrast, those with a lack of financial literacy often pay more for financial services, making it harder

for them to access the services at all and decreasing their overall level of financial inclusion

(Atkinson, McKay, Collard, & Kempson, 2007).

The consequences of not possessing a sufficient level of financial literacy can be great. A study
completed at the University of Nottingham explored the effects of a lack of financial literacy on net
worth and indebtedness. This study found that there was a positive relationship between a
household’s financial literacy and net worth. It also found that there is an even stronger relationship

between a lack of financial literacy and a low net worth. In a similar vein, households with a lack of
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financial literacy were shown to utilize more expensive credit and to possess higher levels of overall
consumer credit debt. The study showed that those that have little to no financial literacy suffer
from an increased level of debt and a lower level of net worth, leaving them in a financially
precarious situation (Disney & Gathergood, 2011). An interview conducted by our team of a local
spiritual leader in London and member of a debt management campaign called the Jeremiah Project
believes that an individual’s inability to make informed monetary decisions, consciously be aware of

their budgets, and understand financial prioritization is the driving force behind severe indebtedness.

In recent decades, financial deregulation has eased access to credit, increasing the need for sound
financial literacy to safely navigate the available credit options. Furthermore, a study completed by
the Adult Financial Literacy Advisory Group, a branch of the National Research institution of the
UK, concluded that the need for financial literacy would only increase in the future as governments
continue to reduce involvement in financial markets (Marcolin & Abraham, 2006). To meet the
demand for financial literacy, there is a real need for literacy curriculums to be made available to
vulnerable and indebted households. By doing so, debt levels can be decreased and financial

inclusion can be increased.

Credit Unions

Credit unions are cooperative financial institutions where members provide accessible
savings and loan services to each other (Fuller, 1998). They differ from traditional banking
institutions in that they provide services that focus on local communities and facilitate the local
transfer of money between those who wish to save and those who need to borrow. Credit unions
provide a resource that low income families can take advantage of to access financial services,
therefore increasing their levels of financial inclusion. In addition, many credit unions offer courses
and seminars that aim to increase the financial literacy of the local population. Low income families
are able to “reduce their economic vulnerability and increase income” by taking advantage of the
financial services that credit unions offer (Fuller, 1998). Below in Figure 1 is a flow chart of how

Credit Unions work.
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Repaid, 4% to Other
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Figure 1 How Do Credit Unions Work?

In recent years, banks have continued to leave low-income markets in favor of more affluent, and
profitable, regions. Without traditional banks and the financial services they offer, many indebted
individuals are forced to pay more for even the most basic financial services, are vulnerable to high
cost lenders, and make poor financial decisions (Jones, 2008). These factors have continued to

increase the need for credit unions to serve these otherwise underserved markets.

In order for credit unions to be sustainable, they must provide appealing services to more than low-
income households. Modern credit unions run like more traditional financial institutions, taking
advantage of sound business principles and professionalism to provide a more appealing
environment to their customers. In addition, moderate income customers are needed to offset the

additional risk that a large quantity of low-income borrowers puts on the credit union (Jones, 2008).

For credit unions to affect lasting and permanent improvement throughout a community, they must
do more than provide basic financial services. A recent study completed by Barclays has
recommended that for credit unions to be successful in helping over-indebted communities, they
must take a “holistic approach.” Such an approach would include offering financial counseling,

budgeting advice, and financial education in addition to the basic financial services that most credit
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unions already offer (Jones, 2008). By making these services available at a single location, households

are able to easily access them and better equip themselves for life in the modern economy.

In the United States, credit unions take on such a holistic approach as community development
credit unions. They aim to increase financial inclusion and stability in the community as a whole by
providing educational and counseling services in addition to general financial services (Jones, 2008).
These credit unions also focus on how they can help develop the community as a whole by making
credit available to local entrepreneurs and developers to take on projects that otherwise would not

be funded by traditional financial institutions.

Unfortunately, credit unions are not and cannot be a silver bullet for over-indebtedness, poverty,
and financial exclusion (Fuller, 1998). While they focus on low-income areas and offer credit to
higher-risk customers, credit unions cannot serve the highest risk customers. This particularly
underserved and over-indebted population generally cannot find help from the private sector, and
instead must rely on charity and government programs to improve their situation. However, credit
unions that offer a holistic approach to financial education and inclusion can provide services to
these people that help them gain access to resources available to them, such as government grants or
tax refunds (Jones, 2008). While credit unions cannot solve over-indebtedness for everyone, they can

do much to help the community as a whole.
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Background Topic 3: Efforts to Overcome Indebtedness

Many different approaches have been used to address the issue of over-indebtedness. Past
efforts promoted by government agencies and private enterprises have highlighted the importance
of financial literacy. More recently the need for alternative financial providers has come to the
national attention of both the U.S. and UK. These efforts have often generated discussions on the
value of financial literacy and on the promotion of alternatives to banking, as it will be explored in

this topic.

Past Financial Literacy Efforts in the U.S.

Financial literacy has become more prevalent in the past few decades. Awareness in the
United Sates about the need for financial literacy arose as high rates of bankruptcy, widespread
consumer level debt, and low saving rates became more prominent among Americans. As a reaction
to this, there was a surge in financial literacy programs; 75% of current programs began after the
1990’s (Vitt, Reichbach, Kent, & Siegenthaler, 2005). Diverse industries took on financial education
projects, but a considerable amount received funding from Federal agencies. A more structured
push came with the institution of the Office of Financial Education by the Treasury department in
2002. This agency clarified the goals of financial literacy programs by setting a vision “to provide
Americans with the practical financial knowledge that enables them to make informed financial
decisions and choices throughout various life stages” (U.S. Department of the Treasury, 2003).
Beyond setting a vision, the agency takes action in chairing the Federal Government Financial
Education Coordination Group (FCFRCG), coordinating financial education efforts through the
cooperation of federal agencies, developing credit management fundamentals for consumers, and
reinvigorating the curriculum of educational institutions with financial courses (Wisconsin Institute

for Financial and Economic Education, 2003).

Due to the broad concepts that financial literacy encompasses, several categories can be
distinguished within ongoing efforts. These categories vary mostly in content, but all aim to teach
skills and knowledge that can help individuals or target groups manage their financials better. A
national standard explaining such categories has been created for personal financial education in
grades K-12 in the USA (Jump$tart Coalition for Personal Financial Literacy, 2007). The details for

each can be found in Table 1.
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Category
Financial

Responsibility and
Decision Making

Income and Careers

Planning and Money
Management

Credit and Debt

Risk Management and
Insurance

Saving and Investing

Objective

Use of information and
systematic decision making
in personal finance.

Use career outlook to
estimate personal income
potential.

Have organization in
personal finances and cash

budget.

Have good credit, borrow
strategically and control

debt.

Apply cost-effective risk
management strategies.

Find a personalized

diversified investment plan.

Standards

Taking responsibility for personal financial
decisions, considering alternatives and
consequences, developing financial
communication skills, finding information.

Explore career options, identify sources of
personal income, describe factors affecting
net income.

Develop a spending/saving strategy, keep
financial records, understand different
payment options, consider benefits of a will.

Understand different credit options, explain
purpose of credit record, review consumer
credit laws, investigate ways to prevent and
overcome debt.

Identify risk management strategies,
understand insurance protections.

Discuss benefits of saving, evaluate
investment alternatives, understand market
regulations.

The efforts in personal finance education have prevalently focused on young people. The banking

industry has taken a leadership role in this sector, having 87% of the banks participating in the

Consumer Bankers Association survey confirm their presence in public schools (Consumer Bankers

Association, 2002). In addition to the benefits that come with greater education of the coming

generations, some studies have determined that financial literacy becomes beneficial as people

approach middle age. A recent study compared individuals who attended school with statewide

financial education programs with others who did not receive mandatory training and found that

people reaped their positive effects between the age of 35 and 49 (Bernheim, Garrett, and Maki,

2001).

Beyond mandatory education, financial literacy in the workplace has gained importance. Employers

have become more aware of the challenges that come with financial responsibility, and they have

implemented initiatives to help their employees in that matter. The study by Bernheim (2001) found
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that employees who received financial coaching at their place of employment had higher median
savings rates than those who did not. Although the reasons behind this are not clearly determined in
the study, a correlation between mandate school programs and workplace trainings can be drawn. In
both of the studies previously mentioned, people received training at a location where they would
spend time in regardless of the financial education. In other words, these programs proved

successful because they did not require people to mobilize or rework their schedules.

Beyond making a case for the benefits that come with various types of financial education, studies
have highlighted the challenges associated with such programs. One of the most pressing difficulties
comes when trying to assess the efficacy of any given program. Due to the broad nature of the
topics under the financial umbrella, the challenge of financial educators is isolating the effects of the
counseling and education (Bayer, Bernheim, and Scholz, 1996). Given some studies have lumped
together different delivery methods (pamphlets, sessions, etc.), the isolated effects of each cannot be
measured. Bayer and company consider this an issue of data collection, and argue efforts can be
made to collect more results using a holistic approach. Instead of tackling the difficulties associated
with developing metrics for each type of communication or tool used for financial education,
educators should focus on analyzing the value of the information delivered, the receptiveness of the
target group, and the change in financial habits of individuals. By examining the value of a program
using these and other big picture metrics, more meaningful adjustments can be made within an
effective timeframe because there is no need to wait for extended data collection on burdensome

detail that might be difficult for people to evaluate.

A different challenge comes when considering the relationship between the duration of financial
education efforts and the benefits to the target audience. A recent study found that any sessions or
training extending beyond 8 hours had little or no additional effect on individuals (Schreiner, Clancy,
and Sherraden, 2002). This challenge becomes particularly relevant when considering educational
programs teaching highly complex financial skills or multilevel sessions. Once again advocating for a
holistic approach, the case can be made for these types of research findings to serve as informal
rules of thumb that do not drive or determine the methodology behind education programs, but

instead provide a guideline or best practice to be followed.
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Credit Unions in the U.S.

Credit unions in the US are similar to banks in the services they offer, but are fundamentally
different in the way they operate internally. Credit unions represent themselves as not-for-profit
organizations and stress community involvement, transparency and continued improvement for the
customer. They do this by generally offering short-term loans or remortgaging to higher risk groups
such as indebted peoples or low wage families. Commonly, regular banks would tend to be risk

adverse and not lend to someone who could not prove they could reliably make their payments.

Many credit unions in the US will offer some form of "Debt Consolidation Loan", which is a loan
from the credit union that is promised to have a lower interest rate than the loans the customer will
be paying off. This helps indebted families because it allows them to borrow one lump sum of cash
from one place and pay off multiple other loans. If they keep themselves from going into debt in
other areas, they now only have one loan with one fixed interest rate to pay off over a usually
generous amount of time. Not only does this make managing the customers finances easier, it
provides a sense of comfort and stability that is often required if someone is to try and escape a

financial crisis.

Credit unions in the US are very popular and there are usually several in a given city or town. By
nature, they work intimately with the local communities where they often sponsor sports teams,
community groups, educational programs, etc. This local involvement is what spurs a sense of trust
that encourages "financially-nervous" families to step outside their comfort zone and engage with
the credit union. Credit unions have become entirely mainstream in the US yet they were only
introduced in a major way during the 1970's (National Credit Union Administration, 2014). If all the
experience and information gained from their popularity in the US could be applied to ramping up
the efforts in the UK, credit unions could become mainstream in a much shorter time. The process

of popularizing local credit unions within the UK has already started.
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Credit Unions in the UK

Credit unions have gained relevance in the UK in the past few years. Given the rise of the
cost of living and stagnant wages, people have been forced to find new alternatives to meet their
immediate financial needs. These people are often short on cash, and need assistance to meet their
bills and or repay debt on a regular basis. Despite the fact several industries such as banks, payday
loan companies, and credit unions are all potential remedies for these monetary needs, credit unions
have gained strength in the number of people they serve. According to the Bank of England, the
total number of credit union members in Britain grew from 562,000 in 2004, to over 1 million in
2012. Alongside this growth, the value of credit unions doubled from £432m to close to 1 billion
pounds. A factor that has not experienced a similar growth is the number of credit unions. In recent
years, the number of active credit unions dropped over 25%, giving British people 390 institutions
to choose from (Jones, 2013). Despite the fact that the number is in the hundreds, the nature of
credit unions often limits the area they can potentially serve, and drastically reduces the amount of

money available for services.

The ceased credit unions have typically been small in size and number, garnishing perhaps a few
hundred active members. Nonetheless, all credit unions are covered by the Financial Services
Compensations Scheme (FSCS) — a compensation fund of last resort for customers of authorized
financial services (FSCS Website, 2014). The FSCS covers financial institutions that have been
authorized by both the Prudential Regulation Authority (PRA) and by the Financial Conduct
Authority (FCA). Having been created in 2012 as a part of the Bank of England, the PRA focuses
on promoting the safety and soundness of financial institutions, which are key to the stability of the
UK financial system (Bank of England, 2013). Complementary to their efforts, the FCA works as a
separate institution with a mission to preserve competitiveness among financial firms and to provide
regulations to protect consumers. Jointly, the PRA and the FCA supervise the fairness of financial
institutions and allow the FSCS to guarantee up to £85,000 of each credit union member if the

financial firm is unable to pay back deposits.

When taken into perspective, the role credit unions play on the average British citizen’s life is still
relatively small. The Bank of England confirmed that only about 1.5% of the adult population in
England belong to one, when the percentages are more favorable in Wales with over 2% and in

Scotland with close to 7% (Jones, 2013). In the last few years important public figures and even
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government officials have openly called for a growth in membership. Iain Duncan Smith, the Work
and Pensions Secretary, recently stated that credit unions not only offer the most competitive loan
and dividend rates, but also represent a positive investment in local communities. In an interview
with a political magazine Total Politics, the Archbishop of Canterbury, Justin Welby, admitted telling
the head of the prominent payday loan company Wonga that there is an effort to try to compete
them out of business (Macrory, 2013). Welby believes these lenders operate on a predatory model
that takes advantage of the most vulnerable, contributing to the financial stresses the UK has
recently experienced. His alternative to payday lenders is to create credit unions that nurture their
local communities and that offer superior professional services than other financial firms. Another
respected figure in London who is adding momentum to the expansion of credit unions and who
publicly praised the Archbishop’s war on usury is Lord Maurice Glassman. Peer to the Labour Party,
Glassman advocates community based solutions, which include the creation of sensible credit

unions and the establishment of regional banks (Moss, 2011).

The Association of British Credit Unions Limited (ABCUL) is the leading trade association for
credit unions in England, Scotland and Wales. ABCUL offers a wide array of services to its member
credit unions including governmental representation, financial advice, training, collective buying
power, consultation, and developmental services. With over 70% of all UK credit unions
represented by ABCUL, it is their goal that this cohesion will help to make credit unions the primary
source of financial services in the UK (ABCUL, 2014). ABCUL consistently works with local
governments and organizations to brief them on matters concerning credit unions and financial
literacy and inclusion. It also runs a website (www.findyourcreditunion.co.uk) that helped 130,000
people in the 2011-2012 fiscal year find the nearest credit union to them. In that same year 36
ABCUL credit unions grew their membership by over 25% while another member, the Glasgow
Credit Union, became the first Credit Union in Britain to reach £100 million in assets. Like the
credit unions it promotes, ABCUL is governed by its members and tries to act as transparently and

accountable as possible (Annual Report, 2011-2012).

Current Credit Union Political Debate

The promotion of credit unions and the larger call for reform of the financial service
industry has taken priority in the political agenda. A great number of powerful initiatives to address

the issues thousands of British are facing come with an association to a political party or a social
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figure. After the Labour Party’s defeat in the 2010 election, the party has been associated with
promoting community-centered solutions that appeal to many people. One of the newest figures is
Lord Glassman- a 50-year-old academic with a background in political theory. Glassman was
involved with the London Citizens network, which advocates for a social justice in London (Citizen
Organising Foundation, 2014). His involvement led him to publish a manuscript titled “Blue
Labour” which argues, “Labour should embrace patriotism and a return to a form of community
values based on trade unions and voluntary groups” (Lawrence). Beyond his political role as a peer
in the House of Lords, Glassman is currently working on the establishment of a Bank of Salford
alongside Unite, a union vested in improving the lives of its members through negotiations with

industries and government (Unite the Union, 2013).

The city of Salford is afflicted with higher rates of people who are not able to make ends meet than
in the rest of Britain. The growing financial struggles of families earning low wages have highlighted
the need for a financial institution capable of responsibly catering their needs. Local members of the
community took on the task of revamping the existing credit union and establishing a solid financial
firm that offers more than easy access cash loans. Using Salford Credit Union as groundwork, the
services they offer include secured savings, affordable borrowing, life insurance while upholding
responsible regulation of services and generating local profits. Their publicly available membership
handbook explicitly compares these services with that of doorstep lenders, which offer small loans
at high rates and call/visit people’s homes to collect payment, and pay-day lenders, which offer fast
money at extremely high interest rates with a short repayment time (Sanford Credit Union, 2012). In
a statement by Alex Halligan, the chair of Unite’s Young Members committee and company
secretary, Unite confirmed its commitment to take this initiative to a national scale by launching a

nationwide credit union in 2014 (Halligan, 2013).

Other Financial Avenues

Payday lenders are private enterprises that instantaneously provide small sums of money to
be paid on the customer’s next payday. The advancement of money, in the form of cash or
electronic transfer, is often tied to extremely high interest rates hovering around 4,000% on an
annual basis or APR (Eley, 2013). This service commonly targets families or individuals who
experience a shortage of cash as a result of low wages, high bills, or unexpected costs. In the UK,

thousands of people, mostly in unstable financial standing, have become avid customers of this type
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of lending which some companies such as Wonga make borrowing as simple as clicking a
smartphone app. The sector has developed into an industry worth billions, lending almost £4 billion

annually (Osborne, 2014).

Despite the fact easy access to cash can be beneficial, the industry has faced national scrutiny in the
recent past. The Office of Fair Trading, whose mission is to make markets work well for consumers,
conducted an investigation in 2013 that found around half of payday loan customers roll their debts
or incur new ones within 30 days. Their work also identified typical customers as young males who
do not own their housing (Osborne, 2014). Other studies have found opposing conclusions that
indicate payday lenders offer valuable services to people in financial distress. One such study
focused on the positive effect of payday borrowing for people looking to maintain their housing
under mortgages after being affected by natural disasters. The study found that from the 4.5 units or
homes out of 1,000 that face foreclosure after a natural catastrophe, about 1.0 — 1.3 units keep their
homes through the use of payday loans (Morse, 2010). Despite the fact the scope of this project
does not focus on unfortunate eventualities, parallels could potentially be drawn to the unexpected

costs that families in East Merton face in their daily lives.
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Background Topic 4: Commonside Community Development Trust

The East Merton area suffers from a large problem of over-indebtedness among its
residents. Within this community, Commonside works to improve the situations of the local
residents. Commonside works with its partners to offer programs that aid the locals in accessing
fitness resources, financial counseling, and job training. Unfortunately, Commonside suffers from an
outreach problem, which prevents it from aiding all those who need help (Martin, 2014). By
expanding its outreach capabilities, Commonside would be able to help the locals find the resources

they need to alleviate some of the stresses they may face.

Commonside Community Development Trust and Partners

Commonside serves the East Merton area by providing community events and development
programs to residents. Most of Commonside’s programs occur in the New Horizon Centre, a
community center located in Pollard Hills that came about following the merging of the Trust with
the Pollard Hills Community Centre (Commonside Community Development Trust, 2014; Trust,
2014). Commonside strives to “create a better future for” the people and families of Merton. Below

in Figure 2 is a picture of the New Horizon Centre in Pollards Hill.

Figure 2 New Horizon Centre

According to the website, Commonside focuses on executing its vision through the adherence to a
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“three-point action plan”, which includes community focus, strategic partnerships, and strong
internal programs. Commonside’s core purpose is “to assist local people and improve their lives”,
and thus focuses its efforts solely on the community. It also has put in place a strong financial
system that will help manage the resources that it needs to execute on its vision effectively.
Commonside works with numerous partners on helping the residents of East Merton, including the
London Learning Consortium, Merton Economic Wellbeing Group, the Citizens Advice Bureau,

and many others.

Commonside is a member of Locality, a network of community development trusts throughout the
United Kingdom. Locality was previously known as the Development Trust Association prior to
merging with BASSAC (the British Association of Settlements and Social Action Centres) (Locality,
2014). Locality is committed to promoting and supporting the visions of its members and offers
consulting and financial support services to the organizations that comprise it. Locality recognizes
the need for and supports the use of organizations with social justice agendas to attend the needs of
areas where state and private efforts have not been successful. Locality reviews its current efforts,

existing problems, and potential solutions in an annual Impact report (Locality, 2013).

Commonside’s Current Programs

Commonside runs numerous programs that work to improve the lives of the residents of
East Merton. Commonside offers a health facility and works to promote healthy living in the
community. It also hosts classes in aerobics, Zumba, dance, and other fields in an effort to reduce
local levels of obesity and heart disease. Additionally, it offers programs for mentally ill individuals
to access the support they need. Commonside runs a lunch club program for senior citizens. The
daily lunch club includes a two-course meal and is followed by an hour of entertainment and
activities. The lunch club aims to provide a supportive and enriching environment for the

participants (Commonside Community Development Trust, 2014).

In addition to these programs, Commonside also offers employment training and financial support
to residents through its Step Forward Programme. The program aims to “support residents to
increase their confidence, knowledge and skills to successfully manage everyday life." It offers
support and advice to households on topics such as learning, work, money, parenting, housing,

wellbeing, environment, community, confidence, and family activities. Through this program,
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Commonside also offers a basic set of financial literacy services that residents can take advantage of

to improve their financial situations.

Commonside’s Challenge to Reach the Community

Through its collaboration with its partners, Commonside is looking to expand its financial
outreach programs in the East Merton area. Commonside identifies a number of hard to reach
groups of over-indebted people that it would like to better serve. These groups were originally
identified in a report put out by the Money Advice Service and include: low wage families; stretched
families; worried working families; benefit dependent families; and uncomfortable retirees (Money

Advice Service, 2013).

Certain families do not wish to be involved with financial institutions, as they fear giving out more
personal and monetary information than they already have. It is also an issue that is very hard to
address, that some families are so busy they feel that the only services worth their time would be
those that can guarantee some form of money. Therefore, a lot of the programs Commonside offers
to help people make good financial decisions won't seem appealing despite their potential long term
worth (Jiusto, 2014). Also, many of these families may not have the means of even hearing about
Commonside if they are not actively involved with the community, are a farther distance away, or do

not have modern means of communication.

Since these challenges are present, Commonside has to promote the use of credit unions in a
strategic way. This involves marketing them to the community in hopes that not only will their
worth be recognized, but also that a circle of trust can be formed between Commonside, the
community, and the credit union. Currently, Commonside has not yet marketed or held any
educational events concerning credit unions. Due to the relatively new idea of credit unions
addressing indebtedness in the UK, they have not gathered a specific set of credit union marketing
instructions and analyses tailored to their community. With not enough information concerning this
in their area, they feel their level of experience and knowledge concerning credit unions is not
complete enough to justify marketing them (Martin, 2014). In order to initiate this marketing within
Merton, Commonside needs a team to gather and elaborate on the information and assessment that

is currently beginning to form.
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Commonside as a Player in Merton’s Community Plan

The Borough of Merton issues a Community Plan (CP) that sets the direction and vision for
the borough goals until 2019 (Merton Council, 2009). The body overseeing the creation of the plan
is the Merton Partnership— a Local Strategic Partnership. The Partnership was set up in 2002 and
consists of the Executive Board, thematic partnerships, and the general body. The Partnership is
chaired by the Leader of the council who represents the person with the clearest democratic
authority in the borough. The decision making executive board is chaired by the Chief Executive of
the Council, and meets bimonthly to bring together the organizations with the largest financial
capabilities in the borough and to create projects, which guarantee the aspirations set out in the CP.
As a community development organization, Commonside plays a direct role by feeding into the
objectives of the CP. Beyond sharing goals to improve the community, the Executive Board of the
Partnership seeks thematic partnerships with community focused organizations to sponsor activities

and programs for the Borough.

The Community Plan was launched in 2006 and has been revised every three years since. Despite its
early launch, the plan was agreed to come into effect until 2009. The Community Plan for Merton
works in agreement with the Local Area Agreement (LAA) approved by the central government in
June 2008. Currently the LAA is focusing on “Bridging the Gap” between the affluent west Merton,
and the impoverished east Merton. Additionally, this plan is closely linked with the area’s Local
Development Framework (LDF), which promises progress and dedication. In Merton, the Core
Strategy of the LDF and the CP was been developed in parallel to guarantee an overlap in vision and

effort. As of 2009, the Core Strategy was still being developed.

A community plan that involves the potential of forming a local credit union can be invaluable.
Kingston upon Thames is a bordering borough to the west of Merton that faces an even more
severe debt challenge. Kingston's latest community plan included an initiative to open and market a
branch of SurreySave Credit Union. In cooperation with Kingston Voluntary Action (KVA),
another community development corporation, they were able to open a local volunteer-operated
credit union branch as put forward in their plan (Kingston Voluntary Action, 2012). Commonside

will be in a similar situation where cooperation with Merton could be possible.

As the Community Plan highlights, Merton is a borough of contrasts. “Bridging the Gap” aims to
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expand opportunities for people in the eastern end of Merton, so that their quality of life can be

rivaled with that in the West by 2019. The major issues to overcome in order to achieve this goal

relate to health and education, with an emphasis on the young population and children. As laid out

in the Community Plan (2009), the following initiatives took place since 2006:

Table 2 Initiatives in Merton since 2006 (Adapted from Community Plan)

# Initiative Players Beneficiaries

1  Provide business and employment Mitcham Means Volunteers gain
support through volunteers Business experience and training

Businesses receive help

2  Address Wimbledon operational Merton Chamber of Mitcham
issues and encourage local business ~ Commerce Morden
collaboration Colliers Wood

3  Estates Excellence project for Society of Industrial estates in the
business improvement districts on Manufacturers area
two industrial estates

4  Business startup support and Merton Chamber Local businesses
assistance for green initiatives

5 Guide for Council to encourage local Merton Council Local providers
sourcing

6  Set up of worklessness consortium to  Merton Council Borough of Merton
help people move off incapacity Local businesses looking
benefit into work for employees

Local workforce
7 Initiate Merton Credit Union Merton Council Local residents
Partner Credit Unions
8  Courses on work skills and Learning and Skills Local residents

community learning

Council
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CHAPTER 3: METHODOLOGY

The WPI Commonside Team’s purpose has been to cooperate with Commonside to foster
the idea of a credit union that would serve the indebted families of East Merton. To that end, the
team has worked with CMS Credit Union in order to identify current resources, build a network of
CMS Champions ready to refer clients to CMS, expand the marketing and educational efforts
concerning credit unions, and issue recommendations to the trust and CMS on how to proceed with
credit union accessibility, products, marketing, and internal structure. Most of the work on this
project was completed from March 17%, 2014, when we arrived in London, to May 3™, 2014, when
we departed. We completed additional work familiarizing ourselves with credit unions in the United
States in Worcester, which can be found in the background section. We created a schedule that

provides a timeline for the work we accomplished whilst in London, which can be seen in Figure 3.

Commaonside Team Detailed Schedule

Activity 6-Apr | 13-Apr | 20-Apr | 27-Apr

Settle In / Get Acquainted

Phase |I: Getting to Know the Community

Interview Commaonside Contacts

Sat on Commenside Programs

Aszesed Availability of Financial Services inthe Area

Assisted with Commenside's Dperations

Phase II: Assessing the Efficacy of CMS Credit Union at serving Merton _

Interviewed Expert Contacts

Interviewed Local Community Members

Conducted Focus Groups

Interviewed CMS Credit Union Board Members

Attended CMS Meetings

Attended Credit Union Confereces at Mational Level

Phase III: Analysis & Recommendations _

Aszezed CM5 Current 5tate

Developed Reccomendations for CMS

Consolidated Local Ambassadors "Champions"” Program

Created Final Presentation

Finalized I1QP Report
Figure 3 Project Work Timeline

The work that we conducted for this project has been divided into three phases: familiarization with
the community of Merton and Croydon Merton Sutton Credit Union (CMS), data collection on the
financial needs of the local community and on the current state of CMS Credit Union, and

analysis/recommendations for CMS Credit Union to expand its outreach and improve its
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operations. A more in depth diagram of the work that has been completed in these phases can be

seen in Figure 4.

Familiarized with Commonside, the Community, and CMS Credit Union

Interviewed key contacts at Assessing the Efficacy of CMS Credit Union at serving Merton
Commonside.

; ; Analysis & Recommendations
Satin on Commonside Programs. | |nterviewed expert contacts. i
Explored borough of Merton. Interviewed local community i i :
Assessed available financial members. Dewsgd effective marketing
services . materials.

: Conducted focus groups with local | )
Explored status of CMS Credit residents. Utilized CMS Champions to
Union . . promote CMS.

: Interviewed and collaborated with
Assisted with Commonside's CMS Credit Union board Analyzed the current state of
operations. members. credit unions in East Merton.
Attended credit union industry Issued recommendations.
conferences.

Figure 4 Methodology Process Flow

The following objectives guided the development of our methodology and defined how we aimed to

achieve our project goals.

Objectives

e Identify the tools and resources that are available to over-indebted families in Merton.
e Tamiliarize ourselves with the community through interviews and focus groups.

e Devise new methods available through CMS Credit Union that could assist these families

financially or otherwise.

e Issue recommendations on how to extend, optimize, or change current services, products,

accessibility options, and presence of CMS Credit Union in the borough of Merton.

e Plan ways to deliver and market CMS Credit Union to over-indebted families that are both

within and outside of Commonside’s current reach.
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Phase 1: Familiarizing Ourselves with Commonside, the Community, and CMS
Credit Union.

Upon arrival in London, our initial efforts were focused on familiarizing ourselves with the
Borough of Merton and Commonside. This was done by utilizing interviews and guided tours of the
area to improve our understanding of the issues that the local residents face. The procedures for
interviews were previously approved by the Institutional Review Board at Worcester Polytechnic

Institute to comply with consent requirements and ethical protocols.

Integrating with Commonside Community Development Trust

Our first priority was integrating ourselves more deeply with Commonside, understanding
the way that it functions, and becoming acquainted with the individuals it serves. We mainly
accomplished this by conducting interviews of contacts at the New Horizon Centre (Commonside’s
office). Our first contact was an in-person interview with Naomi Martin, the Director of
Commonside. From this we went on to interview each member of staff in an informal way to build a
rapport and understand each staff member’s role in the center. This included members of the Step
Forward Programme, the Lunch Club, and various administrators. The template found in Appendix

G was used to guide these interviews.

We felt it was vital to focus on interactions with the individuals who run Commonside’s day-to-day
operations and key programs to gain an in-depth insight into the way Commonside functions. We
relied on the insights of these contacts to help further our understanding of the situations that the
local residents face. A summary of the aims of interviewing these contacts can be seen in Table 3.
The information that was gained from these initial interactions at Commonside helped augment the

background research as our project developed.
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Table 3 Interview Synopsis

e  Associated with Commonside. e Knowledge of how Commonside

e  Works with the community. works with locals.

e Possesses knowledge about the workings of ~ ®  Insights into sensitive subjects
Commonside. concerning local residents.

e  Possesses knowledge of the experiences of e  Perspective on the needs of the
local residents. community.

e Works closely with the community or ¢ Knowledge of specific topics.
similar communities. e Insights into sensitive subjects

e Possesses expert knowledge on relevant concerning local residents.
topics, such as indebtedness, credit unions, e Information on similar
marketing, etc. communities and efforts that have

e  Possesses insights on the experiences of been successful.
local residents. e Have the ability to influence or

e  Has ample experience working in related reach out to their local network.
industries.

e  Possesses views on the state and needs of e  Local perspectives on the
the community. problems and opportunities of the

e  Has personal experience within the community.
community. e Insights into local experiences

with and views on financial
institutions.

To further our understanding of the dynamics of the community, we sat in on many of the programs
that Commonside offers. We often attended the daily Lunch Club at Commonside. This allowed us
to conduct productive and candid conversations with the residents who frequent it. Also, we were
able to include a senior citizen section of the population into our considerations because of this
program. These conversations provided us with a clearer picture of the day-to-day realities for some
families in Merton. In addition, we had extensive conversation with the Step Forward Programme,
giving us even more detailed information. Another key contact was Operations Manager Andrew
Hodge. He was a constant support around the office and provided us with key thinking points and

suggestions with how to move our project forward.

Experiencing Pollards Hill and the Borough of Merton

Once we had familiarized ourselves with Commonside and obtained a high level overview of
the East Merton Community, specifically the ward of Pollards Hill, we asked residents or guides to
give us tours of the area. These tours ranged from being led by local leaders who have lived in the
community all their lives to informal walks through the community. Mr. Hodge gave us tours of the

entire borough of Merton as well as the City of London. Thanks to Mr. Hodge, we were able to get
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a very good view of Pollards Hill and its Moat housing estate, as shown in Figure 5.

Moat Housing Estate

Figure 5 Moat Housing Estate, Pollards Hill

These tours helped us immerse ourselves in the community further and assess the presence of
financial services using the template in Appendix A. During our time at Commonside, we
frequented the few restaurants and shops that call Pollards Hill home in our efforts to become more
ingrained with the area. The center of Pollards hill can be seen in Figure 6. The figure shows the

only shops and restaurants in the area that are neighbored by closed doors and failed businesses.

Figure 6 Pollards Hill Centre

During our project, we were given the opportunity to help one of the local families Commonside
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assists. This involved helping move a family out that was unfortunately recently evicted. Through
this terrible situation, we were able to really understand the hardships some of these families face.
This situation is not uncommon to the area, where benefit dependency, poor financial management,

and lack of sufficient income often leave families in dire circumstances.

Understanding CMS Credit Union

As soon as we arrived, we made it a primary goal to acquaint ourselves and develop an
intimate working relationship with CMS Credit Union. To this end, we contacted Andrew
Wakefield, the Vice President of CMS Credit Union. With his experience in the private sector, faith
groups, and other activities throughout London, Andrew Wakefield is a prominent figure in the
community with an extensive network of contacts. Mr. Wakefield played a large role in the
development of our project. We conducted interviews with Mr. Wakefield throughout the process to
understand his views of CMS Credit Union, the intricacies of the CMS board, and the direction he

felt the project should go in.

During these interviews, Mr. Wakefield shared his ideas for the future of CMS Credit and the focus
on Merton he wanted to bring to the board. We had lengthy discussions about key topics and
questions concerning how best to improve CMS penetration within Merton. These meetings helped
to develop our project and define specific goals and directions as we moved forward. This new
direction aimed to determine what the people of Merton wanted from a credit union, specifically
pertaining to accessibility, products/services, marketing, and how CMS could deliver. These initial
contacts with Mr. Wakefield opened the door to further discussions with other members of the

CMS Board of Directors.

In Phase 1, we were able to integrate ourselves with Commonside, CMS Credit Union, and the
communities of Merton. We built relationships with local residents and gained an understanding of
the area they live in and the resources available to them. Having settled in Merton, and with this

foundational knowledge, we commenced with Phase 2.
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Phase 2: Assessing the Efficacy of CMS Credit Union at Serving Merton

Following our initial contact with Commonside, the community, and CMS Credit Union, we
began our data collection concerning the efficacy of CMS Credit Union at serving Merton. This was
done by interviewing expert contacts, members of the CMS Credit Union board, and local residents.
A focus group helped supplement these interviews. These techniques provided us with a clear
understanding of the financial needs of the local community and helped further develop our
background research as we moved towards creating a set of concrete recommendations for the

borough, Commonside, and CMS Credit Union.

Exploring the Status of the CMS Credit Union

Obur first data collection step was to assess the status of the local credit union, CMS Credit
Union. We visited the credit union to interview contacts concerning programs and resources
available to the community and attended the programs offered by the credit union to assess content,
attendance, and effectiveness. The tool we used while surveying CMS Credit Union's locations can

be seen in Figure 7.

Credit Union Overall Information Form

Credit Union

HQ Location

Number of Branches Branch Hours
Number of Employees # Volunteer

# Part-time # Full-time

Outreach Efforts

Notes

This document helped to develop an understanding of some of the reasons people may or may not

43



take advantage of the credit union. Through it, we gained deep knowledge of the accessibility of the

credit union that is addressed in our findings.

We interviewed several members of the CMS Board of Directors during this process. These
interviews provided us with varied views on the problems that CMS faces and the shortcomings it
must address. They also showed us the areas where CMS possesses strength. We visited CMS
locations at different hours to observe how they operate and to get the customer’s perspective
firsthand. We used these visits to gather existing marketing materials made available to the public. In
addition, the President of CMS Credit Union, Mr. Christopher Hunt, provided us with tours of the
operations. Mr. Hunt provided in depth information into the operations of CMS and the existing
procedures surrounding processing loan applications, standing orders, BAC transfers (electronic

debit and credit transfers), and other daily duties of the credit union.

To complement our forays into the physical locations of CMS Credit Union, we looked in the
community for any publicity concerning the credit union. We visited the local libraries, such as the
Pollards Hill Library, to look for CMS marketing materials and mentions of CMS in community

newsletters.

We gained access to additional publications and documents that offered other, more in-depth,
perspectives of CMS Credit Union. These included an Experian consulting report for the credit

union, internal operations policy and training documents.

Exploring the Status of Credit Unions Nationwide

In addition to focusing on the local credit union, we explored credit unions at a larger level
by attending several national events. Firstly, we attended a Credit Union and Payday Lender
Roundtable in City Hall, London. There were representatives from the Mayor's Office, the Greater
London Assembly, Association of British Credit Unions Ltd (ABCUL), Barclays, Liverpool
University, the Church of England, and approximately 12 credit unions, including CMS, at the event.
The purpose of this event was to bring credit unions operating within England together to strategize
on what changes needed to take place to increase collective market share and challenge the payday

lender industry. The results of this event can be seen in the Findings chapter.
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The second event we attended was the Marketing Champions Credit Union Workshop in
Manchester held by Cornerstone Mutual Services Ltd., a consulting company hired by ABCUL to
carry out a marketing campaign for credit unions on a national level. The opportunity to attend this
workshop came as an invitation from CMS Credit Union President Christopher Hunt with the

intention of deepening our knowledge in the subject.

Represented were 16 credit unions from both Britain and Wales. The workshop mainly consisted of
updates on diverse marketing campaigns including a two-week “launch campaign” for the
Cooperative Credit Union involving a physical presence of trained staff at a business center to
recruit new members. The daylong workshop generated discussions that highlighted the challenges
credit unions are currently facing previously mentioned in the background section. Findings for this

workshop were integrated into our recommendations in the Findings chapter.

Interviewing Expert Contacts

We interviewed as many expert contacts as possible during our data collection phase. This
began with contacts provided by Naomi Martin, and snowballed to many other contacts referred to
in the process. Our aim was to gain an expert opinion of the situation in Merton and the benefits a
credit union might bring to this area. Such expert opinions have helped guide our thinking and
illuminate strengths and shortcomings of the current credit union efforts. Additionally, their insights
have shed a lot of light on the community as a whole and gave us a strong sense and experience of

the nature of the problems.

We define an expert contact as someone from any of the following backgrounds with knowledge of

cither credit unions, financial literacy, or financial inclusion related issues:

e Community organizer.

e Community activist.

¢ TFinancial advisor.

e TFinancial institution employee.
e Government official.

e Local spiritual leader.

e Academic.

We spoke with several local councilors, the local MP, and staff at the Merton Civic Centre. We were
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also able to obtain their cooperation in further promoting CMS Credit Union to their networks,
which will be elaborated on in Phase 3. We also spoke with representatives from organizations such
as the Citizens Advice Bureau and ABCUL. Links and communications wete established with other

credit unions to see what adaptations might work best for CMS Credit Union.

These interviews took the form of key informant interviews, which are defined as qualitative in-
depth interviews with people who know what is going on in the community (UCLA Center for
Health Policy Research, 2014). We tended to ask the interviewee open-ended yet guided questions
so that we could gain a wide range of knowledge and allow for topics we did not foresee. Questions
were designed to reduce bias we may have brought to the interview and were centered upon over-
indebtedness in Merton, the effectiveness of a credit union, the experiences of local residents, and
the benefits system. The template used to conduct these interviews can be found in Appendix D. A
synopsis of some of the types of questions that were asked is shown below. These were often

supplemented by other questions depending on the interviewee.

e What are your daily professional responsibilities?
e From your experience, what problems do the people you work with face?
e What are the underlying factors of the problems?

e What types of resources are available to families in the area? Do you provide any resources
through your work?

e Do you have any familiarity with credit unions, in the area or otherwise?
e How do you think credit unions might help these individuals, if at all?

e How many people do you work with on a weekly basis?

e How many of these people do you work with often? (On Average)

e Would you be willing to participate in an ambassador program for CMS Credit Union, using
it as a tool to promote to people you work with that it may help?

Interviewing Local Community Members

For our project, interviewing locals provided complementary insights to our expert contact
interviews. We needed their input to understand how we can best cater programs and marketing of

CMS Credit Union to their needs.

Our positions at Commonside have allowed us access to local residents. In the process of
interviewing them, we were very careful not to ask information that may have been too sensitive

such as income, mental health, personal issues, etc. Interviews were tactfully conducted to ensure
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that we respected the privacy of the interviewees. Through these interviews we hoped to gain

information concerning the following topics:

e Experiences with Commonside.

e TExperiences with financial services.

e Knowledge of credit unions.

e Opinions of credit unions.

e Likelihood of using credit unions.

e Desires for local financial institution.

e Preferred financial services and accessibility.

We used the document outlined in Appendix E as a guide and a tape recorder to ensure that we fully

captured the insights from these interviews.

In addition to these interviews, we attended events held at the New Horizon Centre to conduct
discussions with the local attendees. We utilized a tabletop sale event to ask buyers and sellers of
their knowledge of credit unions, prospective use of credit unions, and current use of financial
services. We also ran a table at a “Fun Day”, a social event with entertainment for all ages open to
the public, to further reach out to community members on these questions. It should be noted that
this yielded no new findings and was only effective in gathering more data on the community’s

perception of credit unions.

We also gathered data from larger focus groups at Commonside. In the focus group setting, we
anticipated easier access to general feelings and opinions of multiple individuals at the same time. In
addition, we assumed people would be more outspoken when those around them were sharing their
insights on the experiences of people in the community, reminding them of their own experiences.
As with our efforts interviewing families and experts, we used a similarly structured document to

guide our focus group interactions found in Appendix F.

Conducting Credit Union Market Research

To help form our recommendations concerning credit unions, we planned expand our
understanding of the desired financial services by the local residents through a survey. The planned
market research was not executed because of the great challenges CMS Credit Union faced at the

moment to carry out any type of marketing campaign the research would have pointed to. These
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challenges are reflected in the Findings chapter and addressed in the recommendations provided to
CMS Credit Union. Additional information on the planning and goals of the market research, as well

as the survey questionnaire can be found in Appendix H.
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Phase 3: Analysis & Recommendations

Once we felt we had gathered sufficient data about the communities of Merton and CMS
Credit Union, we analyzed it and worked towards our final set of recommendations. During this
process, we made it our objective to devise effective ways to market and operate CMS Credit Union
in a way that would serve the people of Merton, lower income people in all three boroughs
(Croydon, Merton and Sutton), and potential customers in general. We also analyzed the current
state of CMS Credit Union and its presence in the area. We used all this data as well as the
information gathered from families and experts to identify shortcomings and strengths of existing
initiatives. Finally, this analysis was combined into a set of concrete, achievable, and measurable

recommendations that have been delivered to Commonside and CMS Credit Union.

Utilizing CMS Champions

We worked with Commonside and the community to establish a Champion program to help
promote the use of credit unions. We identified CMS Champions as local leaders in the area that are
well respected and have existing networks they can easily reach out to and influence. We validated
the potential benefits of this initiative for CMS Credit Union during our interviews with expert
contacts who suggested outreach efforts utilizing local leaders are often more successful at engaging
residents because of their relationships and trustworthiness within the community (Vinick, 2014).
We also identified these personal relationships to be based on trust, which is essential in attempting

to promote a new financial institution.

CMS Champions were contacted via email initially after being referred to by expert contacts and
those working alongside this project. Further communication was carried out either via email,
phone, or in person to convince individual leaders to agree to promoting CMS Credit Union and its
services to their networks. An explanation of how our Champion program works in practice can be

seen in Figure 8.
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Figure 8 CMS Champions Program

To help train these Champions, we put together a pamphlet explaining the products and services
that CMS offered at the time. Using the pamphlets to promote the credit union at their discretion,
the Champions were empowered with information, resources, and communication lines with select

CMS Credit Union board members. This handbook can be found in Appendix I.

Devising Effective Marketing Materials

Based on our background research, we observed that the current marketing materials used to
advertise CMS Credit Union have not been able to reach as many people as is ideal. To rectify this,
we used the data gathered from locals to develop a tailored marketing effort focused on relatable

and easy to understand graphics that draw in the interest of the locals.

Marketing materials created were the training handbooks that would be distributed to CMS
Champions, an email campaign to current members, and a redesigned web presence. We explored
similar marketing campaigns and websites from other financial institutions including credit unions,
payday lenders, and banks to develop a set of design guidelines that can be used to create

competitive marketing efforts.

We developed a redesign prototype of the web presence using standard web technologies such as
HTML and CSS. We utilized existing libraries to speed up the design process, such as Semantic UI,
jQuery, and jQuery UL Using these technologies, we created an example of the potential of a web

presence and further web marketing to include in our recommendations to CMS Credit Union. A
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portion of this website can be seen in Appendix J.

Analyzing the State of CMS Credit Union

Using our collected data, we analyzed the accessibility, products, marketing and internal

structure of CMS Credit Union. The scope of our analysis covered:

e Utilization of the credit union, assessed by interviews with locals.

e Difficulties in using the credit union, assessed by interviews with locals and personal
experience.

e Complexity of the product line as presented in marketing materials and by personnel.
e Purpose of the product line as assessed by usage scenarios and target market.

e Comparison of the product line with those of successful banks, credit unions, payday
lenders.

e Shortcomings and availability of existing marketing materials, compared with those available
at other financial institutions.

e Key elements of successful marketing campaigns used by financial institutions.
e Outreach potential of the ambassador program.

e Strengths and deficiencies of the current staffing structure.

e Dynamics of the Board of Directors.

In analyzing the current accessibility options, we looked at the physical locations as well as
alternative access options such as web access and mobile phone access. To understand the strengths
and weaknesses of current products, we broke down each product into a set of pros and cons (from
the perspective of both credit union and customer) and identified the underlying intent. In exploring
existing marketing materials, we compared them to the materials used at other institutions and
identified the strengths of both. Looking at the existing staff structure, we identified points of
weakness in the process flow and attempted to develop potential solutions to those weaknesses. The

results of all of our analyses concerning the credit union are covered in Chapter 4.

Issuing Recommendations for CMS Credit Union

The final product combines the analysis on the state of the credit union with the marketing
campaign and CMS Champions network we devised into a set of recommendations delivered to

Commonside and CMS Credit Union.

We composed a final presentation outlining these recommendations with the intent of delivering
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them in an easy to understand and compelling way that tells a story. This presentation demonstrated
how our recommendations could be implemented to increase revenues and growth for CMS Credit
Union while serving the community. These recommendations follow the SMART guidelines, which
are Specific, Measurable, Achievable, Realistic, and Timely (Karen L. Smith Faculty Center for
Teaching & Learning, 2014). These guidelines were useful in the process of devising findings and
results that best met our objectives. The resulting recommendations that we created can be found in

the next chapter.
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CHAPTER 4: FINDINGS

Exploring the opportunities for CMS to grow its customer base and provide financial
services to a deprived area of Merton yielded findings that are not borough-specific, but instead
provide key insights into the limitations and challenges of the credit union as a whole. These
findings reveal the combination of factors that have and continue (as of April 2014) to hinder CMS’s
capacity to service its current customers and expand its member base. These factors, included in this
report in the form of findings, include CMS’s limited physical accessibility options, its complicated
and exclusionary product line, its inefficient and out of date marketing, its struggling organizational
structure, and its internal divisions. These findings were used to create a series of recommendations
for CMS’s Board in the form of a consulting report. This chapter describes the findings that were
not explicitly included in the report to CMS, but that drove the recommendations. The final

consulting report delivered to CMS in chapter 5 is the recommendations component of the project.

Current State of CMS Credit Union

The only credit union serving East Merton is Croydon, Merton, and Sutton Credit Union
(CMS Credit Union). CMS has been in existence for many years, but until recently served only the
Borough of Croydon. Having recently expanded to Merton and Sutton, the credit union faces a
number of challenges in reaching these new communities. The current product offerings of CMS
Credit Union do not effectively serve the populations of Croydon, Merton, and Sutton. Specifically,
current policies exclude middle to low-income populations. The customers that CMS serves tend to
be ideologically in favor of credit unions and use it for moral reasons, while depending on other
financial institutions for their regular business. The challenges faced by CMS can be divided into

four distinct categories: access options, products, public awareness, and politics.

Physical Access

The physical access options are dispersed among multiple locations within multiple
boroughs, with no regularly available presence. In addition, there is a lack of equity in access options
between each borough, with Croydon having a presence three days a week, compared to two a week
for Merton and Sutton. At some locations, an appointment is required before anyone can speak to a
credit union representative. Personal information is required to make this appointment, which can

be uncomfortable for new customers. We found through our interviews with expert contacts that
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many people generally are fearful and uncertain about revealing personal information and details of
their financials. The irregular physical access options present a significant obstacle for potential users
of the credit union, causing them to have to plan out in advance and find transportation to different

locations whenever they wish to tend to their finances.

Products

In our task to analyze CMS’s products we came across telling findings about their marketing
and operations. CMS does not have any information on their loan product line beyond out of date
pamphlets and the knowledge of their volunteers and staff. Staff and board members often could
not convey the details and purpose of the individual loan options. The difficulties we experienced
trying to understand CMS’s services from an insidet’s perspective are only magnified for customers
who must not only decipher the loan products, but then categorize their situation into one of four

constrictive scenarios.

For savings, CMS Credit Union provides a basic savings account. The savings account does not
provide interest; instead there is a dividend that is paid to each member of the credit union on a
regular basis. In 2013, no dividend was paid due to a lack of funds after covering operating costs.
The accounts can be funded through deposits made by the customer or through a payroll deduction
scheme run by the credit union. Withdrawing money can be done by completing and delivering a
form to CMS. The money is then delivered to an associated bank account, through a check, or as
cash at a post office (a £2.50 fee accompanies this option) within five business days. Both the access
options for withdrawing money and the wait required pose large obstacles to individuals that wish to
use the credit union. These limitations discourage withdrawing money, which can also discourage

saving or opening an account for some individuals, especially low-income customers.

A customer must maintain a CMS savings account for three months to access the loan products
offered by the credit union. The loan products themselves widely range in purpose, with different
products for each possible use case. This fragmentation of the product line needlessly introduces
complexity at the very beginning of the loan process and increases operating and training costs for
the credit union. The analysis of the current loan products offered by CMS can be found below in

Figure 9.
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Savers Loan

Premier Loan

Family Loan

Security Loan

Encourages
savings.

Long turnaround
time.

Confusing terms.

Borrow large over
their savings.

12 month
membership
requirement.

No membership
requirement.
Quick access to
small sums.
Must pay child

No membership
or minimum
savings
reguirement.
Loan amount

Membership Minimum savings benefit. cannot exceed
qualifications. requirement. Confusing. savings.

Lose control over

benefits.

Figure 9 CMS Loan Products Pros and Cons

A full and more detailed analysis of these loan products is attached in Appendix L.

In addition to the three-month account requirement to take out a loan, there is a 50-day backlog of
loan applications as of April 2014. This backlog is caused by a number of factors, including loan
application complexity, staffing shortages, and training shortcomings. In essence, somebody wishing
to borrow from the credit union must wait nearly five months before his or her loan will be
considered. This wait is unreasonable for many people who need a loan because of changes in
circumstances and are not able to plan out their required loan five months prior to applying for the

loan.

To apply for a loan from CMS, a customer needs to fill out a lengthy and complex loan application.
The application asks for a large amount of data on financial history and other debts. It also asks for
items such as bank statements, proof of income, and credit card statements. The complexity of the
application is daunting to individuals with low levels of financial literacy — the very individuals who
would benefit the most from the services of a credit union. The application also excludes those with
little to no levels of financial inclusion through its requirements of bank and credit card statements.
The application requirements present yet another obstacle to prospective customers, especially from

low-income populations.

Presence and Marketing

Within the boroughs of Croydon, Merton, and Sutton, there is a very low level of awareness
of the credit union. Very few individuals know that it exists or even what a credit union itself is.

55



With little to no physical storefront, it is difficult to spread word of the credit union in a natural way.
Other marketing efforts, such as pamphlets and handouts, are almost nonexistent. The marketing
materials that do exist are outdated and do not present the products of CMS in a clear and cohesive
way. There are no marketing materials that outline the full range of products that CMS offers.
Combined with the complexity of the product line, this ensures that spreading the word on CMS’s

benefits will remain a challenging task for the credit union.
CMS has two leaflets — both of which are outdated. These leaflets are heavy with text and light on
visuals, making them challenging to understand for many people. The materials also do not actually

convey much information on the products and services offered by CMS.

In addition to its leaflets, CMS has a website (www.cmscu.co.uk). The web presence is also very

outdated in terms of design and content. The home page, shown in Figure 10, is cluttered and hard
to read. The page is very text dense, making it difficult to get important information. Additionally,
there is nowhere on the website that fully explains the product line of CMS. On the borrowing page,
shown in Figure 11, only the savers loan is mentioned briefly. No details are provided about the
workings of the various loan products. Occasionally, the home page displays detailed information on
all loans; however, the page changes content on a rotating basis, meaning there is not a place to see

the information at all times.

The current state of the website and leaflets used by CMS to promote itself and its products fail to
provide information to customers in a quick and easy way. The difficulties customers have in getting
this information is detrimental to the marketing efforts of CMS and drives people away from the

credit union.
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http://www.cmscu.co.uk/

Bernard Weatherill House, B Mint Walk,
0 ContaCt Us Craoydon, Surrey CROD 1EA|

&£ Email: Telephone 020 8760 5711

¢ CU-info@cmscu.co.uk
CMS Credit Union oogle” custam Sexoh ]

Savings & loans for people in Croydon Merton & Sutton
Authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority.

Firm registration number 213603, Indusirial & Provident Society No: 565c.
Home ge ‘We are now processing loan applications received after 04/04,/2014

Welcome to Croydon, Merton & Sutton Credit Union

Volunteer at your Credit Union

Minute taker
Role: recording the procesdings of the Board Meetings,
including accurate notes of discussions and action points.

accurate note-taking

organised

ICT competency - word processing and email
discreet

LI

The Board of Croydon Merton & Sutton Credit Union meets monthly on the third Tuesday at
6:30pm. Meetings are usually at Croydon Town Hall, though in August and Movember we plan tof
hold our meetings in Merton and Sutton respectively,

We have a requirement for a competent person to take minutes of our discussions, noting
Action Points, and distribute them promptly after the meeting. It would be of assistance if the
candidate could work with the Operations Manager and President/Chair to plan the agenda of
ooming meetings.

Most of this work is commercially sensitive and discussions are sometimes confidential in nature,|
About CMS Credit Union so discretion is important.

Expenses will be paid. Consideration will be given to an henorarium

Officers of the Credit Union Loan Panel
Role: consideration of individual loans to members and the making recommendations to the
Board on loan policy and management of bad debt. Candidates must be:

an adult member of the credit union, not in arrears re a credit union loan;
regarded as a “Fit and Proper Person’ by the FSA.

able to visit the central office weekly for 2 hours to consider loan applications.
=kills and confidence in numeracy are essential;

LR

Training and support will be given.

Figure 10 CMS Website Home Page

O Join Us
t\ Taberner House, Park Lane, Croydon, Surrey CR9 3]5
o Save Money!
Telephone 020 8760 5711
CMS Credit Union Industrial & Provident Society No: 569¢
Savings & loans for people in Croydon Merton & Sutton Email:CU-info@cmscu.co.ulk|

Authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority.

Firm registration number 213503
Borrow affo
Borrowing from us

Because we have no outside shareholders to pay, no big offices to run and many members
help us with voluntary work, we can offer cheap and unsecured personal loans. We charge a
fixed rate of interest to all members, not discriminating against anyone and not advertising
rates that are rarely offered in reality.

We charge no set up fees, no repayment penalties and there are no hidden chamges. You
decide how much and how often you want to make repayments.

'Saver Loans'

As we are committed to promoting saving rather than bormowing, we require or encourage
borrowers to put @ small sum from each payment into a savings account. These savings
cannot be withdrawn until the loan is repaid. We often reguire pecple to have been a saving
member for a short period before applying for a "saver Loan".

The schemes offer low cost and flexible loans with no minimum sum, no set up charges and
no early repayment penalties.

Contact us for a free no obligation quote and application pack.
Telephone 020 B760 5711

About us

Croydon Merton & Sutton Credit Union is a savings and loans co-
operative authorised by the Prudential Regulation Authority and
regulated by the Financial Conduct Authority and the Prudential
Regulation Authority.

Ethical savings

)
Imvesting up to £10,000 with the credit union can give you a social and
— financial return.

Affordable credit

Figure 11 CMS Website Borrowing Page
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Organizational Structure

There are challenges in running an organization with a mixture of volunteers and paid staff.
With CMS’s current resources and philosophy it is necessary to have this mix. Referring to their
organizational structure in Appendix K, at the top are CMS’s members who they pride on owning
the organization. There are opportunities for improvement with CMS’s current structure in that it is
difficult to recognize what group is responsible for what task or whom they report to. Through the
analyses of this structure, we have found that these two aspects of its current structure create
difficulties when it comes to both the board doing staff jobs and lack of communication within in
the organization. Working to maintain CMS’s member-owned mindset and mixture of volunteer and
paid staff, we formed a recommended organizational structure which can be seen in our CMS report

following.

Political Challenges

Potentially the largest challenge that CMS faces can be found within its own inner-workings
and the politics surrounding its operations. There are multiple factions within CMS Credit Union
that have differing views for the future of the credit union. The politics surrounding these factions is

toxic to the future of CMS and is a serious obstacle to improving the credit union.

Within the Board of Directors, one group wishes to stay true to a strict interpretation of the duties
and ideals of a credit union. They desire for the credit union to be community based, run by
volunteers, and to be based on ideals of sound savings and borrowing. These individuals back many
of the limitations and obstacles present in CMS’s current policies, as these policies are founded in
the principles of what credit unions should ideally be. These policies can be harmful to the ability of
the credit union to compete with other financial institutions in the modern day market and meet the
needs of less affluent individuals in the area. In contrast, competitors such as the predatory payday

lenders provide low cost, barrier-free loans to individuals, at the cost of a high interest rate.

A separate group in the credit union recognizes the challenges that CMS faces in competing with the
likes of payday lenders. They believe that the credit union must adapt to help out the community
and prevent people from turning to the harmful loans. This group is relatively new to the credit
union, so they have been limited in what they have been able to accomplish. Many of the ideas that

this group has proposed have been perceived as unrealistic or difficult to achieve. These views have
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served as obstacles in the way of implementing changes to tackle payday lenders and reach a broader

audience.

The hostility present within the credit union has paralyzed action on many fronts and become
counter-productive to the betterment of CMS. For change to come, the factions present within the
credit union must come together and find common ground from which they can serve the

community.

At the time (April 2014), internal tensions were escalating because of a requirement for CMS to have
a 3% savings to loan ratio as established by regulatory bodies for financial institutions. CMS’s ratio
had declined steadily in the past two quarters, reflecting the struggles we observed the board
experiencing at agreeing on strategic decisions. The urgency to meet this requirement by September
2014 led to initial talks about mergers with other credit union or being absorbed by a credit union
with stronger financials. This finding remained an undertone for our work and validated our
position as a third party committed to challenging CMS to transcend its limitations and actively

pursue opportunities in Merton and the common bond area.

Credit Unions on a National Level

A Credit Union and Payday Lender Roundtable was attended in City Hall, London. The
main findings from this event were: the financial and outreach struggles of credit unions nationally,
the possibility of London credit union mergers, and the value of school educational programs.
Points were raised on how credit union market share is increased as their integration with local
community members rises. This finding reinforced our recommendations emphasizing increased
presence of CMS in the borough and collaboration with the community. Another point on the
importance of information technologies (IT) to be considered by credit unions desiring to grow
backed a strong push for CMS’s new marketing and I'T materials to be simple and easy to use.
Andrew Wakefield also spurred on a discussion concerning interest rates and how they should be
lower for those who clearly have the ability to pay them back. It became evident there needs to be a
clear directive that our product recommendations should be useful for low income to high income.
Additionally, attending the Marketing Champions Workshop mentioned in the methodology
revealed that ongoing marketing efforts for credit unions on a national level — including CMS — by

ABCUL would not yield results until late 2014 - early 2015, which is too late to help CMS overcome
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their current needs for increased presence and modern marketing.

60



CHAPTER 5. RECOMMENDATIONS

This chapter is presented in the form of a consultation report delivered to CMS to grow its
customer base and improve its presence throughout its common bond area, specifically in Merton.
The report starts off by clearly defining the scope of the project and the current state of CMS,
repeating some of the findings detailed in Chapter 4. This leads into an executive summary of the

recommendations as a whole, followed by in-depth analyses and evidence for each recommendation.
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Chris Botaish
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Disclaimer

The material presented here is based on work completed by the WPl Commonside Team comprised of students from Worcester
Paolytechnic Institute in Massachusetts, USA, over the course of 15 weeks in the year 2014, It was completed in conjunction with
Commanside Community Development Trust, with the cooperation of CMS Credit Linion.

These recommendations focus on the area of East Merton, specifically Pollards Hill and the area surrounding the New Horizon
Centre in Mitcham, However, these recommendations are designed to extend to the entirety of CMS Credit Uniaon.

@WP

Seizing Opporunities — Reaching CME Credit Linion"s Potential
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Project Introduction

Introduction

There is a section of the population in Merton
that is currently unable to access ethical
financial institutions, such as a credit union.
These people often lack either the ability to
access financial institutions or the knowledge
of the institutions available 1o them. Moreover,
there is a gap of knowledge in the available
products and services that can meet the needs

CMS Credit Union presance in the area.

CMS is presented with an opportunity for
growth by reaching aut to this low-income
potential customer base. This report includes
detailed recommendations for implementing a
pilot program that aims to achieve this
outreach goal. The recommendations focus on
accessibility options, products and services,
marketing and presence, and organizational
structure. These recommendations are
specifically tailored to be achievable with the
current resources available to CMS.

The scope of this report is to identify areas of
improvement and provide detailed information
of what needs to be implemented while
maintaining CMS's own logistical strategies
and autonomy.

of low-income individuals due to an absence gf _

CMS Credit Union Today

CMS offers ethical, fair, and socially conscious
savings and lending products to its members.
With a strong emphasis on the personal and
financial wellbeing of its members, CMS has
positioned itself on the front lines of credit
Lnion emergence in the UK. CMS's loan
praducts demonstrate their mission of
pramoting regular saving.

CM3S has the apportunity to expand its reach
and grow their positive presence across
Croydon, Merton, and Sutton. Currantly there
are peaple with financial needs who have not
had the opportunity to experience the
advantages CMS has to offer. According to the
CM3S 2013 Experian Report, more than half its
member base is Tier 1 (highest incame bracket)
compared to the average across credit unions
of 27%. Thus, there is an oppartunity 1o grow
the number of members in Tier 3 (lowest
income bracket) from a low 14% to the average
of 36%. Current members can also benefit
from accessibility improvements and increased
marketing efforts. Seizing CMS's opportunities
to serve a larger community can allow for
marked improvement. These opportunities
have to be pursued strategically to best cater
to CMS's needs.

Report Overview
Introduction........oooceiinn 2
Executive Summany............ 3
Recommendations:
Accessibility............. 4
Products................ 10
Marketing.............. 13
Crganizational
SrUCIUrE. i 21
L ] (=T T 24

Detailed page numbers can
be found in the Executive

SuUmmary.
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Executive Summary

The fallowing is a summary of recommendations in four key areas:

Accessibility
* Provide a presence in locations close to the community (pg. 5).
Set up location in the New Horizon Centre an Fridays from 09:00-14:00 with at least Accessibil
1 siaff mamber. ccessibility | Froducts
Provide weekend hours through collaboration with New Horizon Centre, Orgarizatonal | Marketing
«  Change aopening hours in select current locations (pg. 7). Structura

Croydon Monday, Wednesday, Friday 10:45 - 16:45.
Merton Civic Centre Wednesday 10:00 -17:00.
Mowve Sutton Clvic Centre presence to Thursdays.
» Provide easy access in place of requiring appointments to speak with CMS at the

Ern.l’rdnn BWH {pg_ ?]_ Figure 1 Hecommaendation Araas
- Provide checking, debit card, and ATM features to savings customers (pg. 8). All four of the areas
- Allow customers to check balances, submit forms, and join online (pg. 9). highlighted in Figur= 1 are
equally important to the
realization of CMS’s potential.
Products ho

«  Consolidate the current loan products line into a single universal loan {(pg. 10). The circular figure represents

that without one of the four

Marketing areas, the recommendations
» Utilize a network of Credit Union Champions who are local community leaders would not be complete.
enlisted to spread awareness and promote use of GMS Credit Union (pg. 13). Despite the fact each area is a
- Develop strong branding by following the principles of simplicity, emphasizing separale piece, they are by
images over text, and consistency showcased in the developed website (pg. 18). nature complementary, as
they require the unity of the

o entire organization.
Organizational Structure =

« Implement an organizational structure that emphasizes division of responsibilities,
accountability, and a clear chain of command (pg. 21).

Seizing Opporunities — Reaching CMS Credit Linion"s Potential q
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Accessibility Recommendations
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Figure 2 Current and Recommended Physical Locations

Seizing Opportunitice — Reaching CMS Credit Union’s Potential




Accessibility Recommendations

Provide a presence in locations close

to the community.

The current reach of CMS's physical locations
can be seen in Figure 2. These current locations
do not reach a significant population in the
three baraughs that CMS serves. In addition,
the locations are primarily located within civic
centres, far away from many residential areas.
From our research, we have found that many
people do not wish to travel far to access
financial services.

£t
This [recommendation] grants CMS

Credit Union access to a crucial
demographic that is not currently
being adequately served.”

Our recommendation is to begin providing a
physical presence in locations closer to the
community. As a pilot programme, we
recommend setting up a location at the New
Horizon Centre in Pollards Hill on Fridays
from 9:00 to 14:00. This location lies at the
border of Merton and Croydon, providing a
central access point for residents of both
boroughs. On Fridays, the New Horizon Centre
hosts a community market, ensuring there will
ke high traffic throughout the day.

Seizing Opporiunilies — Reaching CMS Credit Linion's Potential 5

In addition, the New Horizon Centre is a
community centre situated within an area with
a large pool of Tier 3 residents. This grants
CMS access to a crucial demographic that is
not currently being adequately served via a
setting that is familiar and comfortable to the
community. After this initial location is
established, piloting the unexplored option of
halding weekend hours at Commaonside would
be beneficial. Several community events are
held during the weekends at the New Horizan
Centre that could expose a lot of individuals 1o
CM3S. This pilot wauld reach a cross-section of
the population of interest that is unable to seek
financial services during the workweek,

To ease the burden of providing a new
location, the groundwork has been laid for
cooperation with the Commonside Community
Development Trust, the organization that runs
the Mew Horizon Centre. Commanside will
pravide space for the credit union and assist
with staffing.

The breakdown of the recommended changes
for locations and opening times can be seen in
Tabla 1.

New Pilot Location
Mew Harizon Centre
Fridays 0:9:00 - 14:00
Potential weekend hours

Benefits

« | ocal presence within
the communmnity.

« Access 1o a currently
underserved population.

= Access to demographic
maore interested in loans.

* Mew Horizon location
already attracts potential
customer base.

Evidence

Mew Horizon Centre hosts a
weekly community market on
Fridays that attracts a large
number of potential
customers. There is currently
weak presence of financial
services in the area.

Implementation
Preliminary talks underway.
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Accessibility Recommendations

Location Current Hours Recommended Hours Net Change
Croydon BWH Monday 10:00 - 16:00| Monday 10:45 - 16:45
Wednesday 10:00 - 16:00 | Wednesday 10:45 - 16:45
Friday 10:00 - 15:00| Friday 10:45 - 16:45 +1 hr
Merton Civic Centre | Wednesday 10:00 - 15:00 | Wednesday 10:00 - 17:00 +2 hr
Merton Priory Homes | Tuesday 10:00 - 14:00 No Change -
Sutton Civic Centre | Friday 10:00 - 15:00| Thursday  10:00 - 15:00 .
New Horizon Centre | n/a Friday 09:00 - 14:00 +5 hr
Net Change +8 hr
Table 1 Current and Recommended Opening Hours
o L

Seizing Opporiunities — Reaching CMSE Credit Linion's Potential B
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Accessibility Recommendations

Change opening hours in select

current locations.

The current aofferings at the Bernard Weatherill
House amount to a Croydon availability of 17
hours per week, It would be advantageous to
shift forward the opening times of all three
days by 45 minutes. Closing 45 minutes later
will allow easier access to those with jobs who
work thraugh the moming and aftermmoon.
Increasing an hour on Fridays will not only
expand Croydon availability to 18 hours per
week and allow for customers later in the
day, but will keep times consistent.

1
CMS can benefit from increased

traffic and members can benefit from
increased flexibility and access.”

For the current presence at the Merton Civic
Centre on Wednesdays, we recommend
extending the opening hours by closing two
hours later, This will not anly allow for a
stronger availability in Mertan, but will also
make CMS available at times when a lot of
potential custamers will be done with their
work day. Mo changes to the Merton Priory
Homes offering have been recommeandead in
order to minimize the strain of staffing
additional hours.

Saizing Opporiunities — Reaching CME Credit Linion's Potential 7

Lastly, the hours for the Sutton Civic Centre
should be moved from Friday to Thursday. This
will supply the current availability gap in any of
the boroughs an Thursdays. Additionally,
access to the Sutton location will be improved
as It moves to a day when people are less likely
to be travelling or busy for the weekend. By
doing so, a complete workweek availability
will be achieved.

Provide easy access in place of
requiring appointments to speak with

CMS at the Croydon BWH.

Currently, reaching CMS at the BWH location
requires an appaintment coordinated by BWH
staff, requiring personal information to be
divulged to a third party. This creatas an
uncomfortable environment for potential new
members and existing members alike. Having a
wait time impased by the BWH facility is
prahibitive to CMS customers.

We recommend eliminating the appointment
requirement within the BWH. By allowing
walk-ing, CMS can benefit from increased
traffic and members can benefit from increased
flexibility and access.

Benefits

= Easier access later in the
day.

* Physical presence
throughout entire
workweek,

« Consistent hours
throughout the week at
BWH.

* Easier access for walk-
ins at BWH.

Evidence
We conducted interviews with

people conceming opening
hours. Our team personally
experienced a wait time of
over an hour and was then
required to give personal
details at BWH.

Implementation

Alert BWH staff of a walk-in_
policy for the credit union to.
generate immediate benefifs.
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Accessibility Recommendations

Provide checking, debit card and

ATM features to customers’ savings.
CM3 provides services that wark
supplementary to a separate bank account. It
does not have the capabilities to provide full
banking services to mambers, To access
maney held in savings, a member must contact
CM5 to transfer the money to a separate bank
account. From our research, we determined
that offering debit card and ATM access is
essential.

Ta help meet the desires of the market, we
recommend providing debit card and ATM
access to members of the credit union.

This is a compromise between the full banking
services that many people would prefer and the
current offerings of CMS,

This removes a large barrier to entry that many
members waould face when considering the use
of CMS. Access to financial services needs to
be easily available particularly when 24-haour
availability of ATM and online access has
become the narm.

14
This [recommendation] removes a
large barrier to entry that many
members would face when
considering the use of CMS.”

DEBIT CARD

@)

JES WYY eaE Mt

CMS ££F
Checking, Instant Access > Withdrawal
Debit, and ATM

Services

Figure 3 Recommended Checking, Debit and ATM

Saizing Opporiunitiee — Reaching CMS Credit Linkon®s Pofential

Benefits
* (Juick and easy access
to money for customers.
* Help reduce barrier to
entry for potential
CUSTOMEers.

Evidence

From a focus group
conducted with potential new
members, we found the
current multi-step process to
be unacceptable to many
people, The top concern
voiced by the focus group
was the difficulty to access
maney in savings.

Implementation

There are systems that can be
bought into by the credit
umion to fulfill this essential
recommendation. In the
meantime, improving current
online capabilities discussed
below could partially supply
this need.
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Accessibility Recommendations

Allow customers to check balances, The EKD-?‘"HE”GE ?GMS will gain from this new Benefits

submit forms, and join online. venue will allow for an easy transition into a « Reduces workload for
Most of CMS's ﬂﬂEI‘ETiC;Ir'IE are currently rm:-b!le "’T‘““E application ata later date. Other CMS staff.

completed through traditional mediums: credit unions have already implemented these « Access to financial
telephone, mail, and in-person. These mediums mﬂlﬁfand — ak:;recéﬂpigt thet could be Usad information online helps
are effective at providing catered and thorough = = ramewark far . families budget.
service. However, they are limited by time and . i ) * Potentially minimizes
avlabify s hese avenescanoriyve [ MOCTENGIn RO OE | dooumentbackoge
accessed at specific times and locations. CMS that of oth dati H th «  Competitive Internet
also offers some communications through K CFf ciliar NAcomMEnciations. Howesr, e access options.

benefits of such a system greatly outweigh
the challenges it presents. Mot only does this .
system imprave the experience for members of ~ EVIDeNce

automated text messages, which helps
alleviate some of these limitations.

1 . , . . the credit union, increasing their ability to Leading financial institutions
The experience CMS will gain...will  zocess the services provided, but it can also offer competitive online
allow for an easy transition into a  reduce workload for CMS staff. With the access options.

v addition of online banking, fewer people will

mobile phone application. need to come in to conduct their basic banking Implementation

To improve access to CMS's services, we s, We have put together a fully
recommend gradually implementing various N ) . functioning website discussed
online banking tools. This access does not Applications and forms submitted online would 5 ar in the Marketing

need to be all encompassing. Instead, we be able to be processed a_umlr‘na'titzalI3-r by the Recommendations section,
recommend focusing on providing the ability to  SYSteM, as opposed to being manually handled  which includes an entry point
view balances, make withdrawals, and by staff. This improvement 1o workflow would o some of these key features

complete application forms online as a key alleviate pressure on CMS's existing staffing already. We encourage a
starting point to improving overall accessibility ~ SUUCLUre. strategic effort to further
to the credit union’s services. With this system expand upon this opportunity
as a foundation, when resouUrces are more in a way that best suits CMS.

readily available CMS would be able to build b
upon it to provide a more robust online banking
tioal,

Saizing Opportunitiee — Reaching CMS Credit Linion®s Potential g
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Product Recommendations

Consolidate the current loan products

line into a single universal loan.

The current loan product line marketed by CM3
consists of four main loans: the Saver Loan,
Security Loan, Family Loan, and Premier Loan.
EBach of these loans is catered 1o a specific
situation. The loans are carefully designed to
reduce the risk that CMS takes on. CMS s
committed to encouraging savings and
ensuring that the loans will be affordable for
borrowers.

The primary issue with this product line is that
it is inherently constraining. With four static
loans, anyone that wishes to borrow must
categorize their needs to fit within the
constraints of one of the available options. This
not only challenges potential barrowers to
categorize themselves, but also excludes
sections of the market that are not necessarily
served by these four loans. There are
innumerable situations for loans, and as such
designing a separate loan for each of these s
infeasible. The separate loans increase the
burden on the borrower and nesdlessly
complicate staff training and marketing
communications.

As a solution, we recommend unifying the
lsan products into a single dynamic
universal loan that can be readily tailored to

all circumstances. When individuals come to
borrow, they do not think about different loan
products, but rather want the best loan they
can get. This product will be tailored to these
custamers in two complementary ways:

« The length of time that a member has
belonged to the credit union will determine
the maximum amount of money they may
borrow.

* The ratio of the member's savings to loan
size will determing the interest rate (APR) of
the loan.

With this system, the customer will receive the
best loan possible based on their specific
situation. Current loan products contain several
constrictive requirements, such as minimum
monthly savings and mandatory membership
requirements, which our recommended loan
eliminates. Anybody who wishes to borrow
would be eligible to apply for a loan. Under the
proposed framework, having savings or being
a member for a period of time would be
rewarded with increased borrowing limits and
lower APR. Additional features can be added,
such as paying back with direct deposit of child
benefits or life insurance options, while still
adhering to the universal loan framework.

Salzing Opportunitiee — Reaching CMS Credit Linion"s Potential

Example Product

Distribution

An example distribution of
how the Universal Loan can
work can be seen in Table 2.
The distribution represents
the underlying structure of the
loan praduct. This setup can
and should be modified for
specifics. For example, while
recommending specific max
loan amounts or interest rates
is outside of our scope, it is
the concept of the universal
loan that should be embraced
by CMS.

Example Loan Interface
A computer interface can be
used to further demonstrate
the simplicity of the Universal
Loan. Such an interface can
be seen in Figure 4, This
interface is implemented in
the redesigned website
provided.

10
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Product Recommendations

Loan Amount Table

Saizing Opportunitiee — Reaching CMS Credit Linion®s Potential

Membership Length {Mo.) 0-2 2-4 4-B B-8 8-10 10-12 12-14
Max Loan Amount (] £500¢ £1000 £2000 £3000 ES000 £8000 | E£72000
Membership Length {Mo.) 14-16 16-18 18-20 20-22 22-24 24-26 26-28
Max Loan Amount (£), E16000 | E£20000°| £24000( £28000( £34000( E£40000| £46000
Membership Length (Mo.) 28-30 30-32 32+
Max Loan Amount () £52000 £60000 | E£70000
1 Maximum loan amount is subject o approval by the loan application process.
Being a membear for a period of time does not automatically approve you for the specified max loan amount.

2 For loans less than or equal to £500, your loan can be paid back with child banefits.
3 For loans over £20,000, you must have savings equal or greater than 50% of the loan amount.
Interest Rate Table
Savings to Loan Ratio (%6)1 -5 510 10-15 15-20| 20-25| 25-30| 30-35| 35-40
APR (%) 28 27 26 25 24 23 22 21
Savings to Loan Ratio (%6)1 40-45| 45-50| 50-55 55-680| 60-65| 65-70| 70-¥5| 75-8B0
APR (%) 20 19 18 17 1€ 15 14 13
Savings to Loan Ratio (%)1 BO-B5 | B5-80| 80-85| 95-100 100+
APR (%) 12 11 10 8 5
1 For example, a savings to loan ratio of 20% means £300 in savings for a loan of £1,000. )

Ry
Table 2 Example Universal L.oan Ristribution =)

;_:.i,t1H.T J:_I
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Product Recommendations

How long have you been a member of CMS Credit Union?

10 Mo.
How much do you have saved with CMS Credit Union?
£ [s500
How much would you like to borrow?
£ 7rion

Because you've been a member for 10 months, you can bormow up to EXR000,*

How long would you like to repay over?
16 Mo.

Representative Loan Example
Based on how much you have saved, your APR could be as low as 10% *
To pay back £7100 in 16 months with a 10% APR, you will pay £475.83 per month.

Including interest, you will repay a total of £7613.28 for this loan.

(*) Loas amonnl 5 subject 1o approval based on alfordability calculations. APR may change based on past credit history
W adbsbaliry of koan product s subpect o approsal (theoagh the loan application process. Apply Today.

Figure 4 Universal Loan computer interface shown in redesigned website
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Marketing Recommendations

Utilize a network of CMS Champions
who are local community leaders
enlisted to spread awareness and
promote CMS Credit Union.

CM35 has limited advertising and current
materials are out of date. CM3 wishes to more
fully integrate itself with the communities it
serves and the potential to become a well-
known name remains. Current resource
constraints hinder the capacity to use
mainstream marketing avenues that provide
greater exposure and visibility.

To capitalize on these untapped marketing
opportunities, we have recruited a number of
people willing to serve as CMS Champions.
These Champions are local community leaders
whio have existing networks rich in patential
credit union customers. These leaders range
from local govemment officials to debt advice
councilors, Each of the Champions possesses
the trust of a large network of peaple who they
assist on a wide range of matters on a regular
basis. Our research has shown financial
matters require great amounts of trust, and
relying on the trust between the leaders and
their clients is an effective way to reach out to
people who may otherwise have been
unreachable.

With this new network in place, CMS can be
integrated into the area to become a resource
these leaders point to in their discussions with
the community, Using the pamphlet in Figure 5
that engages their commitment and highlights
what CMS has to offer, Champions will be able
to confidently recommend CMS to someone
whio may benefit from it. In this way, ChS will
reach those truly interested in its services.

All Champions listed in Table 3 were
interviewed to gauge their current network as
well as thelr willingness to promote CMS. Every
Champion was enthusiastic about what credit
unions can offer their clients and are excited to
start cooperating with CMS. The network of
Champions contains roughly 20 people that
haold different positions across multiple
organizations primarily within the Borough of
Merton. The work of champions will go beyond
marketing into assisting people with jaining
CMS and accessing loans.

Fram the information and numbers we
gathered from each Champion, we expect it is
possible for this network to recommend CMS
to approximately 750 people per week as well
as a standing pool of 20,000 people,
contingent on the level of action from CMS as
seen in Table 4 and lllustrated in Figure &,

Saizing Opporiunitiee — Reaching CMS Credit Linkon®s Pofential

Meet a Champion!

Naomi Martin
Director
Commanside Community
Development Trust

Benefits

« Little to no cost.

= Ability to utilize email
databases.

* |ncreases presence of
CMS3.

* Heaches hard to reach
populations.

Evidence

“The approach [to customers)
needs to be more friendly™
-CMS Champion
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Marketing Recommendations
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Services Offerg Contact Info CMS Credit Union

Cruydon, Merton and Satton
Credit Uninn

Savings Accounts
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members. This is 2 great optes for ambody get  Joan prodects, Help the Commumty :::: 1::
started saving There s fant & £1 msemes Selance wnadl smesunt Thank you for volunteering 1800 - $500
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vane yrarly bated on credt! enoe perdormancs louns prodect e Ouresch (hampion' Metton Mersan Prieey Homes

Tuesday 1060 - t490
We offer eaay scoems 1o

Saves Losn Premier Loan exsessal Anancial services o " Ovie O
Iaterest Rate:  19.6% APR irteres: Ratr We stcourage savings from sl Wedsenday 10400 - 1500
Leagth Up 10 60 mont>s Leegth of yur membery and offer Semten. Suttum (v Contre
Amouss Up 10 £1.000 sbove sevizgs Amount afierdabie borruwing oprmas Pty 1000 - 1400

te (Doee that meed them
o w net for L

Tarmvwa prof
e e organisaton - ol of Be prefiny
£25 saviege (= Buten per money we make are gven right bacs
L0 st mamders

A Guide to Products

Al the mformaton you need 1o Toloyhmae

LFLT L R

Security Loan Famy Loan recommend CMS Credit Unvon
Iaterest Rate: 5% AMR e D praple you ward with -.-::....-... & Services
Interes Rate nere |f yuu Rave amy qurstions Welaite Crested for CMS
wh Up 10 60 mesthe lesg@h please contact o v e o 0

Arourt a Amaunt M Croin Vs 00e Outreach Champions
M doaen Sernwd Waater sl Hoase

Mequrvments Poyuremarny TogetAer we un Aalp bl o 0 - won
e Cwityr e of Bnead el revilwady Cropdan. Sarvey ONS 124

43 Apeil 2034

Apphying for a Loan

M somatiody wishes 1 sgply Ier & kean, Owy whoudd Do referrnd 1o the loan spplicamen fem fourd en the Thoow I & see-tine hargs W £1 8e
CMS Creds Utisn webetie. The compisead sppiacation thould be mated or deliverod to a CMS brasch for wm‘z“m
processing Altersatively, I & perses sends ssstitasce with e sgplication Qey rmay viop by 1 persea Deponit of at beast €1 1e alvs rogured
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Champion

Marketing Recommendations

Organization

Ties to Local Community

Has large constituency and works with

A0 per wasak,

Siokhain McelDonanh | Midcham and Maeden M families. 10,000 email contacts.
Commanzide Community Director of Commansida’s activities and
Maomi kMartin Developmeant Trust Directer of Commansides customer basa. 500 per weaak.
Andrew Wakefield |VicarCofE Soveral appointments Spirtual, community. financial leader. =
Husse! Makin Baorough of Marton Cricket Green Councilar Councilor of Cricket Grean. =
Community Developmant
Caraline Quinn Moat Housing Dfficar Works with families living in Moat housing. 10,000 standing.
Gerry Stanton Pollards Hill Baptist Church Pastor Leader of local Baptist Church. 100 par week.
Works with working age individuals and
Suzie Rcllins Baorough of Marton Beanefits Coordinator pensicners on manaqing their benefits. 33 per waak.
Trevor Foreman Citizens Advice Bureau Beanefits Advisor Helps individuals with benefits problems. 27 per weaak.
Brenda Fraser Merton Council Lonatherninn Councilor Resclves local community neads. 25 par weak.
David Chung Merton Council Lonatherninn Councilar Rescives local community neads. =
Policy, Strategy, and Weorks on financial management aid for
Joseph Dance Borowgh of Merton Partnerships Officer Merton. -
Commanside Community Deal with walk ins and moat housing
Step Forward Team | Developmant Trust Fimancial and debt advisors. |tenants. 23 per waak.
Jearamiah Project & Milgham Local spiritual leader, debt management and
Kevin Vickers Community Trust Spiritual Leader budgeting advisor for Jeremiah Project. 8 per wesk.
Cantre Manager - London Works with locals to help with poverty and
Phil Stone Christians Against Povery Streatham money managemeant. =
Slawek Srorecanski| Pelish Families Association Director Aids local Polish families with issues. =

* Outreach is defined in rumber of peagle.

Table 3 Recommended CMS Champions

Total

756 par weeak + 20,000
standing.

® WPI

15
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Marketing Recommendations

Level of Action
Level of Action refers to the amount of effort put farth by CMS concerning CMS Champion communicatian, material
supplementation, and engagement. Table £ below describes the specific efforts that define the different levels, Figure 6

displays the outreach potential by level graphically.

Level of Action Efforts Qutreach Pool*
Level 1 Mo further communication between CMS and Champions beyand WPl
Team. THE6
Level 2 Open lines of communication and continued supply of training
materials. 756 per week
Level 3 Level 2 efforts + potential banners, application dropoffs, and physical 756 per week + 20,000
ads 1o be distributed to Champions. standing

*Mumbers are based on weekly estimates and standing pocls in attached Champion list.

Table 4 CMS Champions Levels of Action

Saizing Opportunitiee — Reaching CMS Credit Linion®s Potential




Marketing Recommendations

CMS Champion Outreach Pool

500

- WTE
20,000 B Level 2
- Liswal 1

FLLLE

H 14 hl. '|;i

L ustomiers Hie

Week 1 Week 2 Week 3 Week 4
Weeks

Figure 6 CMS Champion Qutreach Graph i } WPI
17
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Marketing Recommendations

Develop strong branding by following
the principles of simplicity,
emphasizing images over text, and
consistency showcased in the

developed website.

Present marketing efforts by CMS have relied
heavily an text to explain the available product
line. While potentially effective at explaining in-
depth the details of the products, these
materials are not effective at catching the
attention of potential customers or at
conveying information effectively.

Our recommendations concerning marketing
materials revolve around a set of core design
principles. These principles will guide the
development of future marketing materials in
ways likely to increase their outreach and
effectiveneass.

Conciseness

Text utilized in marketing materials should be
concise and straight to the point. The most
important pieces of information should be
stated clearly and visibly. Messages should be
laid out in a simple to understand and short
way.

Consistency

Every design should follow a consistent theme
or branding. Doing so will increase the brand
power of CMS and make all marketing efforts
instantly recognizable.

Visual References

Visual references should be used instead of
text wheraver possible. Visual tools better
lustrate the concepts and increase the
potential audience.

Simplicity

Unneeded design elements should be removed
or replaced. Less is more. Having fewer design
elements can attract attention to the most
important pieces of information and improve
understanding of the content.

A functioning redesigned website for CMS
was created alongside these
recommendations. This website illustrates
these principles. Screenshots of this website
can be seen in Figure ¥ and Figure 8, The
source code of this website has been provided
in digital famm.

Salzing Opportunitiee — Reaching CMS Credit Linion"s Potential

Benefits

= Strong branding.

* Redesigned website
provides branding
example.

« Concepts can be easily
applied across marketing
platforms.

Evidence

We compared current
materials to those of other
industry leaders to identify
strengths and shortcomings.

Implementation

The provided website
redesign should be adapted
to fit CMS's needs and be
deployed. Documentation
explaining how to integrate
the website with existing
systems has been provided in
a8 separate document.
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Marketing Recommendations

O

f CMS Creédt L'sion
. Derrwed Weathen |l Hoeawe
CMS Credit Union 8 Mgt Walk

Croydos, Suerey CR0O 1EA

U ol crcw s vk

mox s

< ® Home £ Saviegs * £ Borrowing * N Dadgreting »! I - M

T Aot Ly >

.
“[.'j:,"‘ If you live In Croydan, Merton, or Sutton: You csn Joln CMS Credit Unlon,

Bor:ow Affordably Today! ‘

(p—
Lown Length: [P R

« nan Example
Deg. ~ding on your savings, we offer loans staring as low as 3% APR
Pl ows - St your losm coeld look Jike todey
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afver Febovary 24h, 2014 Betier Businoss Awands 2014 in the
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Figure 7 Redesigned Home Page

Croydon Menon &
Sutioa Credit Union s
st one of over 00
community dodcated
crede unions ke Crest
Brtas
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A: Consistency

This highlighted navigation
bar is present on all pages
throughout the website. The
consistent header at the top
provides a frame of reference
for visitors to find their way
around. It distills the contents
of the website into the most
important categories.

A similar footer with
navigation options is also
present on each page, further
increasing the familiarity for
the user.

B: Visual References
The highlighted dialog on
borrowing quickly presents
the user some of the core
concepts of loans from CMS.
It uses visual representations
of the loan to capture the
attention of the visitor and
draw them further into the
details of borrowing.

e nt
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Marketing Recommendations

If you lve in Croydon, Merton, or Sutton: You can join CVES Credit U mbon.

Savingsk Overview

| Saving for Your Future

We promote savimgs over bomowing; we believe preventing debd is betier than treating

We provide savings accounts i all of our members, With casy ways o deposit and
withdraw, (dar savings oplion makes i casy b save for the future while Bl yving wp

VNIT TEOEEY

‘nefits of Our Savings Accounts

# Deposit using payroll deduction, standing order, PayPoind, or chequelcash o our service
locations

= Whilsdraw ower the phone, in person, or over email. Withdrawals are paid direcily o
wiuar hank acoount vin BACS or by cheque

s Keceive competilive divilends on your savings

H.l'ull;h & ||I'\-.|Ir|_'|_‘| hw Ih{' E:|r'|,||||_|,||| ﬂl,'l'. HOEs {.III|'||H_'||-|.I|I-\.I|'I "i\|||_'|'||{"

Withdrawal Options
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Figure 8 Redesigned Savings Overview Page
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C: Consistency

Like all pages in the website,
this page follows a strict
theme based on the colors of
CMS (red, green, and purple).
Using this theme drives home
the branding of CMS,
increasing the brand value.

D: Simplicity

The structure of each section
of the website is stated on the
left side of each content page.
Seeing this breakdown
anchors the user in the
website and shows them
where to find related relevant
information. Using simple
layouts is key to providing
crisp and clear marketing.

E: Conciseness

The use of large headers
highlights impaortant areas of
the page. Bullets are used
instead of prose to show
important information quickly.
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Organizational Structure Recommendations

Implement a staffing structure that
emphasizes division of
responsibilities, accountability, and a

clear chain of command.

CMS is aware of the challenges that come with
managing an organization reliant on valuntesr
involvement as well as paid staff. Current
discussions explaring how the organizational
structure can be strengthened 1o mest new
opportunities and develop kKey undertakings
merit a high level of priority. The following
acknowledge CMS's willingness to adapt their
organizational structure.

In the current organizational structure of CMS,
there is a lack of defined divisions of labar,
which create an environment where it is unclear
who Is responsible for different tasks. In such
an environment, key operations can be left
undone or delayed.

A new organizational structure that clearly
defines the roles and responsibilities for each
member of the organization can be seen in
Figure 8. This organizational structure focuses
on four main principles.

Division of Responsibilities

EBach key task in the arganization corresponds
to a specific role or division dedicated to its
completion in a timely and satisfactory manner.
Each role or division avoids participating in
much work outside of its scope.

Clear Chain of Command

EBach role or division of the organization has a
clear supervisor who is responsible for ensuring
that the work of those they oversee is
completed in a timely and satisfactory manner.
The supervisor also ensures that their
subordinates have access to the resources
they need to carry out their duties.

Accountability

Each role or division must have a specific set of
goals or duties that they are responsible for,
Based on the chain of command, supervisors
are responsible for holding accountable their
subordinates for the wark to be completed.
Likewise, those above the supervisor are
responsible for holding the supervisor
accountable for any work they or their
subordinates complete.

Prioritization

The key operations of the organization must be
identified so appropriate resources are
provided to accomplish them. This is facilitated
through a clear division of tasks within groups
of the arganization.

Saizing Opportunitiee — Reaching CMS Credit Linion®s Potential

Benefits

* Helps ensure operations
are completed in a timely
and satisfactory manner.

* HRHeduces workload
through division of
responsibilities.

*  Minimizes work overlap.

« Emphasizes prioritization
of key operations.

Evidence

There is a desire within CMS
to explore alternative
organizational structures to
meet current goals.

ic
Following these four

key principles, the
recommended
organizational structure
aims to advance CMS
into a more agile,
effective, and efficient
organization.”

21
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Conclusion

As discussed, there is a clear market and opportunity for CMS. This report has highlighted recommendations concerning how best
to seize this opportunity while acknowledging the challenges CMS and the credit union community as a whole are facing. By
expanding CMS Credit Union's accessibility, streamlining its products, achisving a strong presence in the area, and adjusting its
organizational structure, CMS can serve its members in a more effective way. If implemented strategically and efficiently, these
recommendations can provide a strong foundation, which can be continually built upon as CMS expands.

WPI Commenside Team

lon1ddcommonside@wpl.edu

Chris Botaish Brendan Cavanagh Jose Cueva
Computer Science  Electrical Engineering Civil Engineering
Class of 2015 Class of 2015 Class of 2015

& WPI
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CONCLUSION

Through exploring the Borough of Merton with the aid of Commonside Community
Development Trust, a need has been identified for CMS Credit Union to better serve the borough
by encouraging savings and providing non-predatory loans. Specifically, the ward of Pollards Hill
suffers from indebtedness, unemployment, and other financial woes that CMS can help alleviate.
Whilst integrating with CMS, challenges were encountered in many key components of its
operations — physical access, products, presence and marketing, organizational structure, and internal

politics. These issues prevent CMS from being able to effectively serve the whole of Merton.

Particularly, CMS struggles to meet the needs of low-income groups. For the credit union to best
serve these low-income residents, we identified four key areas of improvement: accessibility,
products, marketing, and organizational structure. To this end, a consultancy report, website,
pamphlet, and marketing network were delivered to CMS as part of a recommendations package.
These recommendations to CMS apply not only to low-income demographics, but extend to all
income tiers. Likewise, these recommendations can benefit not only Merton, but also the other
boroughs that CMS serves. These recommendations are essential to helping CMS fulfill their
opportunity to not only expand their reach, but more importantly improve the lives of the residents

of Croydon, Merton, and Sutton.
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APPENDIX A: FINANCIAL RESOURCES SURVEYING FORM

Neighborhood:

# of Banks:

Hours of Banks:

# of Credit Unions:

Hours of Credit Unions:

# of Payday Lenders:

Hours of Payday
Lenders:

Financial Resources Surveying Form

# of Ads for Banks:

# of Ads for Payday
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APPENDIX B: CREDIT UNION DATA COLLECTION FORM

Credit Union Overall Information Form

Credit Union

HQ Location

Number of Branches Branch Hours
Number of Employees # Volunteer

# Part-time # Full-time

Outreach Efforts

Notes



APPENDIX C: CREDIT UNION PROGRAM ASSESSMENT FORM

Credit Union Program Assessment

Credit Union

Location Date

Program Name

Description

Length Attendance

Questions for Facilitator
How is the retention rate for these programs?

Do you do anything to assess the effectiveness of these programs?
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APPENDIX D: EXPERT CONTACT INTERVIEW TEMPLATE

Interview Template for Expert Contacts

Date: Location:

Name Title Organization
Interviewer: Interviewee:
Purpose:

Introduction:

Overview:

Question #1: What are your daily responsibilities (Professional)?
Question #2: From your experience, what problems do the people you work with face?
Question #3 What are the underlying factors of the problems?

What types of resources are available to families in the area? Do you
Question #3: provide any resources through your work?

Question #4: Do you have any familiarity with credit unions, in the area or otherwise?
Question #5: How do you think credit unions might help these families, if at all?
Question #6: How many people do you work with on a weekly basis?

Question #7: How many of these people do you work with often? (On Average)

Would you be willing to participate in an ambassador program for CMS
Credit Union, using it as a tool to promote to people you work with that it
Questions #8: may help?



APPENDIX E: INDIVIDUAL FAMILY INTERVIEW TEMPLATE

Date:
Interviewer:
Occupation
Education

Introduction:

Overview:

Question #1:

Question #2:
Question #3:

Question #3:

Question #4:

Question #5:

Question #6:
Question #7:
Question #8:
Question #9:
Question #10:

Question #11:

Question #12:

Interview Template for Families
Location:

Age:

How did you first connect with Commonside?

Have you ever used the services of any financial institution (i.e. banks, credit unions,
payday lenders, lenders at large)

What do you look for or expect from the service you receive at a financial institution?
Would you be more likely to utilize financial resources associated with Commonside?

Do you have any familiarity with credit unions, in the area or otherwise? (If not,
explain to them)

What is your opinion of credit unions?

Do you know of any bad experiences people have had with credit unions or other
financial institutions?

Have you ever utilized the services of a credit union?

Do you have any knowledge of the nearby credit union? (CMS Credit Union)

Have credit unions ever been suggested to you? If so, by whom?

What services would you like to see a credit union offer?

Would a physical location make you more likely to use the services of a credit union?

Would a web-based service (i.e. phone app, website) make you more likely to use the
services of a credit union?
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Question #13:

Question #14:

Would automated access (i.e, ATM) make you more likely to use the services of a
credit union?

Would one-on-one consulting sessions make you more likely to use the services of a
credit union?
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APPENDIX F: Focus GROUP TEMPLATE

Focus Group Template

Date: Location:
Interviewer:
# Participants:

Introduction:

Overview:

Question #1: How would you describe your community?
Number of Responses:

Question #2: What opportunities do you see in your community?
Number of Responses:

Question #3: What problems do you see in your community?
Number of Responses:

Question #3: What does your community need?

Number of Responses:

Question #4: What are your feelings about banks?

Number of Responses:

Question #5: What are your feelings about credit unions?
Number of Responses:

Question #5.1: What experiences do you know of with credit unions?
Number of Responses:

Question #5.2: What would make you want to use a credit union?

Number of Responses:
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How important are convenient access options (physical location, mobile app, web-
Question #6: based service)?

Number of Responses:

Question #7: What kind of programs would you attend at a credit union?

Number of Responses:
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APPENDIX G: COMMONSIDE STAFF MEMBER ACQUAINTING

Commonside Staff Acquainting

o What are your day-to-day responsibilities at Commonside?

e How long have you been working at Commonside?

e What brought you to Commonside?

o What projects are you working on right now?

e What is your schedule? (When are you available)

e What do you like most about Commonside?

e Roughly how many individuals do you aid per week?

« Did you have any previous training or experience in this field?
e Do you live around the area?

e Is there anything else you would like us to know?
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APPENDIX H: MARKET RESEARCH SURVEY

For a credit union to be successful in Merton, it must provide the correct set of products, access
options, and marketing campaigns to the community. To help form our recommendations
concerning credit unions, we had to establish an understanding of the desired financial services of
the local residents. Such an understanding was gained through a strong emphasis on market
research, specifically a survey of the local population. The survey focused on the following key

marketing points of a credit union:

1. Marketing Strategies - the outreach efforts used to convey the message of a credit union and
attract customers.
2. Products/Setvices - the products and setvices that a credit union can offer to its clientele.

3. Access Options - the ways that a credit union’s clientele reach the offered products/services.

The survey questionnaire was constructed in such a way that it provided us statistically significant
results. Each question and their ordering were revised for any potential biases. In addition, the
sample set of respondents was thoughtfully chosen to ensure a representative cross-section of the

population surveyed. The survey can be found below.
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1. Do you know what a credit unionis? ] Yes [ ] No

2. Do you use a credit union? [ ] Yes [ ] No

3. Please rate the following financial services on how likely you would be to use them.

Financial Service

Very
Unlikely

Unlikely

Neutral

Likely

Very
Likely

Small Loan

Checking/Savings Account

Hin

Debt Consolidation Loan

Mortgage

Business Loan

Car Loan

Student Loan

RN

RN

RN

RN

RN

4. Please rate the following add-on services on how likely they are to influence your

decision to use a credit union.

Add-on Service

Very
Unlikely

Unlikely

Neutral

Likely

Very
Likely

High Interest Rate

Initial Account Balance

Fraud Monitoring

Rewards/Cash Back Programme

Free Checking

Debit Card

HEnEEEiIEne

HEnEEEiIEne

HEnEEEiIEne

HEnEEEiIEne

HEnEEEiIEne
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5. Please rate the following access options on how likely they are to influence your decision

to use a credit union.

. Very . . Very
Access Option Unlikely Unlikely | Neutral | Likely Likely
Mobile App [] [] [] [] ]
Website [] [] [] [] ]
Nearby Physical Location [] [] [] ] []
Community Centre Presence [] [] [] [] []
Merton Civic Centre Presence [] [] [] [] []
ATM Location [] [] [] [] ]
6. Where do you receive most of your information?

[ ] Television [ ] Bulletins

[ ] Radio [ ] Pamphlets

[ ] Magazine/Newspaper [ ] Newsletters

[ ] Word of Mouth [ ] Web
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Champions

Using Credit Union to

Help the Community
Thank you for voluntesring to
be a CMS Credit Union
Outreach Champion!

-We offer easy access to
essential financial services.
-We encourage savings from all
of our members and offer
affordable borrowing options
to thosze that need them.

-We are a not for profit
organization - all of the profits
we make are given right back
to our members.

All the informaten you need to
recommend CME Credit Union
to the people you work with is
here, If you have any questions,
please contact us,

Tagether we can heip build o
culture of financiol resilfency!

APPENDIX |I: CMS CHAMPIONS PAMPHLET

Contact Info

Croydon: Civic Centre [BWH)
Monday 10:00 - 18:00
Wednesday 10:00 - 18:00
Friday 10:00 - 15:00

Merton: Merton Priory Homes
Tuesday 10:00 - 1400

Merton: Merton Civie Centre
Wednesday 10:00 - 15:00

Sutton: Sutton Civie Centre
Friday 10:00 - 15:00

Telephone
o920 EPGl 5711
Email
ma-infofemsoucouak
Wehsite
WWWLCES0.00. Uk
CMS Credit Union Olfice
Bernard jgarheril] House
8 Mint Walk
Croydon, Sarrey CRE 1EA

CMS Credit Union

Croydon, Merton and Sutton
Credit Union

t ﬂ
A Guide to Products
& Services

Created for CMS
Outreach Champions

23 April 2014
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Services Offered

Savings Accounts

CME offers a basic savings account option for all its
members, This 15 a great option for anybody to get
started saving, There is just 2 £1 minimum balance
far savings accounts’ The return on the account

varies yearly based on credit union performance,

Saver Loan
Interest Rate: 19.6% APR
Length: Up to 50 months
Amount: Up to £1,000 above savings
Requirements:
3 Months Membership
£25 savings contribution per menth

Security Loan
Interest Rate: 5% AFR
Length: Up to 50 months
Amount: Up to savings
Requirements:

None

Applying for a Loan

Loan Products

CME offers four lean products. With each of these
lean produets, the borrewer is required to save a
small amount of money each month in addition to
their monthly loan payments. A summary of each

loan product can be found on this page.

Premier Loan
Interest Rate: 12.7% APR
Length: Up to 60 months
Amount: Up to £7,500 above savings
Requirements:
12 months membership
£40 savings contribution per menth
£5,000 minimum loan

£2,000 minimum savings

Family Loan
Interast Rate:
Length:

Amaount:

26.8% APR

Up to 60 months

Up to £500

Requirements:

£25 savings contribution per menth
Must sign over child benefit to CM3

If somebody wishes to apply for 2 lean, they should be referred to the loan application form found on the
CMSE Credit Unicn website, The completed application should be mailed or delivered to a CM5 branch for
processing, Alternatively, if 2 persen needs assistance with the application they may stop by in perscn.

What is a credit union?

A credit union is a savings and loans
ca-operative. Credit unions focus on
encouraging savings, but also offer
loans at affordable rates to members,
All profits gained by the credit union
are returned back to members
through a dividend payment.

I= money kept in CM35 safe?

CM3S is regulated and authorised by
the Financial Services Authority, just
like all UK banks, Money keptin CMS
is protected under the Financial
Services Compensation Scheme.

Who can join ChW5?

Anybaody that lives, works, studies.
arvolunteers in the London
Boroughs of Crevdan, Merten, or
Suttan can be a part of CMS Credit
Union.

How can someone join CMS?
Joining is simple. For mare
informaton, please visic the CME
Website or contact CME directhy, We
recommend that you direct any
potential members to a physical CHE
location to be served best.

How much does it cost to join?
There i5 a one-time chargs of £1 to

cover administration costs, An initial
depasit of at least £1 is also required,
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APPENDIX J: REDESIGNED CMS WEBSITE

&
o

CMS Credit Union cu-infofemscu.co.uk
¢ Bemard Weatherill Houze
CMS Credit Union § Mint Walk
Savings & loans for peogle in Croydon Merton & Sutfon CID}'an: S'L'L'I.TE_‘.' CRD lE:"L 020 STGO ET]. 1
# Home £ Savingz - £ Bomowmz ~ M Budgsting & Join Today! B MMember Login ? AboutUs -

If you live in Croydon, Merton, or Sutton: You can join CMS Credit Union. Join Today!

Borrow Affordably Today! .

Loan Amount- [ : T

Loan Length: || — Mo.

Loan Example
Depending on your savings, we offer loans starting as low as 5% APR_
Find out what your loan could look like today.

Loan Processing Croydon Better Business Awards Credit Union Community

We are now processing loans received We were recognised by the Croydon Croydon Merton &

after February 24th, 2014. Better Business Awards 2014 in the Sutton Credit Union 1z
small business category for cur success just one of over 300
1n the last financial year. This follows community dedicated
on our success last year in the credit unions in Great
community involvement category. Brtain
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# Home £ Savings

- £ Bomowing - 4 Budgsting & Join Today! & Member Login ? AboutUs -

If you live in Croydon, Merton, or Sutton: You can join CMS Credit Union. Join Today!

Borrowing - Loan Calculator

Overview
Loan Calculator |

Apply Today

An Easy to Understand Loan

We strive to provide vou with easy to understand terms for your borrowing. Answer
the simple questions below to see exactly how easy your loan can be. Interested in

pursuing a loan from CMS Credit Umon? Apply Today!

How long have you been a member of CMS Credit Union?

0 Mo.
How much do you have saved with CMS Credit Union?
£0
How much would you like to borrow?
£ 100

Becanze vou've been a member for 0 months, vou can borrow up to £500.#

How long would you like to repay over?

Representative Loan Example
Based on how much you have saved, your APR could be as low as 28%.*
To pay back £100 in 12 months with a 28% APR. you will pay £9.65 per month.

Including interest, you will repay a total of £115.8 for this loan.

Sl‘fl Loan amaunt is subject to approval based on afordability caloulations. APR may change based on past credit history.
Availability of loan product is subject to approval throush the loan zpplication process. Apply Today.
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APPENDIX K: PROPOSED ORGANIZATIONAL STRUCTURE

Members

efforts.

e Ensures loan panel meets
e Ensures good customer

all regulatory confines.

\ 4 \J
: Superviso
Board of Directors C parv: tt 1y
FCA Approved Audits ommitiee
Volunteers <. ... Internal Audit Team
FCA Approved
e Oversees entire organization. Volunteers
e Devise new policies.
e Evaluates performance and direction.
A
CEO/COO
FCA Approved General Manager
Paid Staff
e  Ensures that the
responsibilities of his/her
reporting officers are
fulfilled.
e Devise procedures that
implement the policies of
the board.
y Y y
Chief Loan Officer Chief Marketing & Chief Accounts
FCA Approved =
e Customer Officer Officer
Paid Staff Member of Customer Service FCA Approved
Staff Member of Accounts Staff
® Responsible for all loan Paid Staff Paid Staff
applications. . o
e  Manages rest of the Loan . Lgads all marketing efforts. Haqdles existing loan and
Panel. e Directs customer service savings accounts.

Ensures that standing
order applications and

e Assists the Chief Loan
Officer in his/her duties.

e Processes loan applications
in a timely manner.

e Works with customers to
find them the financial
products they need.

e Receives applications and
forwards them to proper
processing officers.

Credit Union
Champions

Volunteers

e Works alongside Loan experience. BACs are processed in a
Panel to accomplish duties o Works alongside staff in timely manner.
as needed. customer service as Ensures that membership
needed. applications are processed
in a timely manner.
Responsible for ensuring
repayment of loans.
Y \ \ 4
Loan Panel Customer Service Accounts Staff
FCA Approved FCA Approved
Volunteers Staff Volunteers
Volunteers

Assists the Chief Accounts
Officer in his/her duties.
Handles the operations of
deposits and withdrawals.
Processes standing order
applications and BACs on
a daily basis.

Processes membership
applications in a timely
manner.

Maintains correspondence
with delinquent accounts.
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APPENDIX L: FULL ANALYSIS OF CMS LOAN PRODUCTS

Customer Credit Union
Product Pro |Con Pro |Con Purpose
Encourages savings. l_il?nneg LT Encourages savings. l‘:_:f L
Most popular. Money is tied up. Most popular.
- inst Providing a multi-
Builds up a relationship. ::; :;"5 .EQEIHE. Builds up & relationship D_FQC.EEQ.:_.:,- that
Low risk. High interest rate. | Low rish. =noourages
P - savings and
Savers Loan Mimimum savings minimizes risk

Security Loan

Premier Loan

Family Loan

Borrow against savings.

Long payback period.

No membership
qualification.

No minimum savings
requirement.

Life insurance.
Low interest rate.

Borrow large over their
savings.

Good interest rate
compared to payday
anders.

No membership
requirement.

Quicker than other loans.
Targets lowest tier
customer.

Can be payed back
quicker.

contribution
25GEP.

Confusing terms.

Membership
qualifications.

Equal up to
SEWings.

12 month
membership
requirement.

Mimimum loan is
S000GEBP.

Mimimurn of £40
Savings
comtribution per
micnth

Must pay child
benefit
High interest rate

Delay for funds
until first child
penefitis received

Confusing

Borrow against savings
Leng payback period.
High Interest rate

Minimum savings
requirement

Equal up to savings

Large return.

Targets a specific tier of
customer.

Quicker than other loans.
Targels lowest tier
customer.

Can be payed back
quicker.

Mo membership
qualification.

Low interest rate.

through
relationship and
savings
requirements.

Providing & low-risk
short term lgan at &
ow interest rate

Providing & large
sum of money for
major purchases to
oyal customers by
rewarding them
with prefarsble
nterest rate and
payback period

Providing
emergency funds
for up to S00GEFR
with no
membershig
qualification.
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