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I. Background

According to the 2000 U.S. Census, about 2.5 million Native Americans live in the United States – a full 1 percent of the population that is often overlooked.

Over half of all Native Americans live in 10 states; California, Oklahoma, Arizona, Texas, New Mexico, New York, Washington, North Carolina, Michigan and Alaska. California (627,562) and Oklahoma (391,949) combined have about 25 percent of the total Native American population. In areas west of the Mississippi River, Native Americans are concentrated in clusters in states like Arizona, New Mexico, South Dakota, and Montana, reflecting the reservations on which many live.
 New York and Los Angeles have the largest number of Native Americans living in urban areas (87,241 and 53,092 respectively). 

There are 562 federally recognized tribes and Alaska Native villages, with 334 Indian tribes in the continental United States, and 228 Alaska Native villages.
 Federally recognized tribes are sovereign entities with established tribal governments. Most tribes, with the exception of Oklahoma, have a land base that comprises trust, allotted, and fee-simple land.

Although Indian gaming has brought much-needed revenues to tribal economies, Native Americans continue to be among the most impoverished people in our nation. The 2000 Census found that the real median income for American Indian and Alaska Natives was approximately $32,866 – more than $15,000 below the rest of the country’s population ($48,000). In the Census Bureau’s 2005 supplemental survey, the three-year average poverty rate for American Indian and Alaska Natives was 24.3 percent -- nearly twice the national average of 12.7 percent.
 
According to the Bureau of Indian Affairs, tribal member unemployment increased from 42 percent in 1999 to 49 percent in 2001. Unemployment rates on Indian lands across the country range between 20 percent and 80 percent, compared to 5.6 percent for the United States.
 High unemployment rates reflect stagnated and depressed tribal economies with limited opportunities for growth or development. 
With high rates of poverty and unemployment, and few economic opportunities, most Native American communities cannot attract financial depository institutions or sustain them if they do locate within the community. In 2001, the Native American Lending Study (the Study), undertaken by the Community Development Financial Institutions Fund (the CDFI Fund), identified barriers to economic development on Indian land.
 The Study found several impediments including a lack of access to financial institutions on or near Indian lands. Only 14 percent of Native American lands in the United States have a financial institution in the community. Less than half of the tribes have one even nearby. Fifteen percent of the Native Americans living in those communities without a financial institution must travel more than 100 miles to reach one or even just to use an automated teller machine (ATM).
 

This means Native Americans do not have access to the type of equity or investment capital needed to stimulate their economies. As stated in the Study, access to capital for small business loans, equity investments/venture capital, and housing are needed to really boost Native economies. Instead, tribal economies have about half of the level of equity comparable to international economies or regions with similar demographic and population characteristics.
 The gap was attributed to four key factors:

· The perception of unreasonably high risk surrounding private lending on Indian lands,

· The underdeveloped nature of Native American economies,

· The difficulty that private investments on Indian lands have in producing adequate financial returns, and

· The inability of Native American communities to attract conventional financing due to trust land status.

The Native Financial Education Coalition states about 30 percent of Indian tribes in the United States engage in business associated with gaming. Some tribes have had great financial success with gaming, while the majority has seen limited return. Tribes with enough profit after payroll, debt, and operational expenses may choose to distribute a portion of these funds to tribal members. For adults, this means a new stream of income that may come weekly, monthly, or on a predetermined schedule. For youth (usually under 18), these disbursements may be directed to a trust fund created by the tribe and/or the family, which cannot be drawn on by family members or the intended recipient until he or she reaches the determined age.

New streams of income into Native communities have created a growing need among all tribal members to understand the importance of planning and managing their finances. Financial education and literacy is vital to help tribal members with growing incomes learn how to manage their finances and build assets. 
For those whose incomes remain low, they need to learn effective budgeting skills in order to avoid the predatory lending cycle. Without quick and easy access to a financial institution, tribal members are unable to take advantage of many financial products and services most Americans take for granted. As a result, most Native Americans opt to “cash and carry,” cashing their checks and carrying the cash. They are then more vulnerable to payday lenders, relying on high-charging lenders to cash their checks and make emergency loans from one payday to the next. 
In essence, the lack of access to financial institutions plays a key role in the persistent poverty in Native communities. Native Americans without access to financial institutions do not have the opportunity to build assets and accumulate wealth. They cannot manage their money effectively, learn basic budgeting skills, develop a habit of savings, or maximize the earnings on their income. They are also forced to use an informal lending structure, borrowing from a family member or friend if they need funds to start a small business or buy a car. While this meets their immediate needs, it denies them the ability to establish credit or prove their dependability to pay back a loan. Basically, Native communities are impeded from developing their economies because tribal members do not have the resources to sustain an economy.

As reflected in the National Credit Union Foundation’s (NCUF’s) mission, access to quality, affordable financial services, financial education and literacy, and asset accumulation are key components of financial independence. In an effort to help credit unions reach out to Native Americans, NCUF is implementing a Native American Initiative. As part of the initiative, NCUF conducted an informal national survey of credit unions and facilitated a convening of 14 leading credit unions in Oklahoma City in July 2006. The survey’s results and the proceedings from the convening are described below. 

II. NCUF’s Native American Initiative

In starting the initiative, NCUF’s initial research found that credit unions were serving Native Americans but details of their products and services were anecdotal and piecemeal. These findings led NCUF to take two steps: 1) conduct an informal survey of credit unions serving Native Americans to determine the types of products and services they offer and the degree to which they were serving this population; and 2) facilitate a national convening of a core group of credit unions serving Native Americans to identify best practices, barriers, and needs for reaching Native people. 

To help facilitate its strategy, NCUF set up a Native American Advisory Committee. The Committee consisted of: Ruth Jaure, NCUF Director of Program Development; Christopher Morris, NCUF Communications and Information Manager; Lisa Finley, President/CEO of the Oklahoma Credit Union League; William Myers, President/CEO Alternatives Federal Credit Union (who initially approached NCUF about the issue in 2005); and Steven Shepelwich, Senior Community Affairs Advisor at the Federal Reserve Bank of Kansas City, which has an active Native American outreach initiative. 

In early 2006, NCUF designed an informal survey to solicit information about products and services credit unions were providing to Native Americans. The survey, downloadable from NCUF’s website (www.ncuf.coop), was first given to a core group of 13 credit unions known for their initiatives specifically targeted to Native people. This was followed by a national solicitation, which resulted in a total of 21 responses to the survey.  

On July 10-11, 2006, 14 credit unions and the advisory committee convened in Oklahoma City to discuss best practices, barriers and needs to serving Native Americans. The convening was hosted by WEOKIE Credit Union at its meeting and training facility. Attendees focused on five key issues and the convening identied next steps for moving forward. 
The rest of this paper documents results from the survey and the convening. 
III. Survey Results

Between January and March 2006, NCUF conducted an informal, volunteer national survey of credit unions serving Native Americans. The goal was to identify services/products credit unions are now providing to Native Americans; learn about the obstacles credit unions must overcome when serving Native Americans; determine if model programs/best practices can be replicated; understand more about the resources credit unions are using to serve Native Americans; and to measure interest in a national convening. The survey was first e-mailed to a list of 13 credit unions that had surfaced as serving Native Americans. It was then available on NCUF’s website, and a press release was issued inviting all credit unions to submit a survey if they served the target population. 

Twenty-one credit unions submitted responses. The average asset size of respondents was $95 million. About half have a “low-income” designation from the National Credit Union Administration – meaning that they are eligible for regulatory assistance in serving low-income fields of membership. Three of the respondents are located on an Indian reservation. Respondents represented nine states: Arizona, Minnesota, Montana, New Mexico, New York, Oklahoma, South Dakota, Texas, and Wisconsin. Arizona and New Mexico were represented the most often. 

The following bullets summarize the key responses from respondents:

· Almost all respondents (95 percent) offer the same products to both Native Americans and non-Native members, although they will adapt their products to reflect market needs. For example, a consumer loan will be based on credit history rather than credit scores for some Native American borrowers.
· In addition to consumer loans, respondents provide Individual Development Accounts (IDAs) and Volunteer Income Tax Assistance (VITA) with financial education.
· There was general agreement that credit unions should offer home loans, home improvement loans, financial counseling and education, credit re-builder loans, and payday loan products designed for Native Americans.
· Several respondents stated that a branch office should be located at or near the reservation to help reach out to and serve Native members.
· The greatest challenge respondents named most often was working within the tribal court system. Respondents stated that repossessing and securing collateral is difficult, and legal battles can be expensive. 

· Other obstacles: frequency of loan restructuring; difficulty in reaching delinquent borrowers; remote locations; no communication infrastructure; low incomes; irregularity of employment; poor credit or non-traditional credit history; and vulnerability of borrowers to predatory lenders.

· Those lacking experience with financial institutions have a basic lack of their own personal finances and how to manage their funds.

To overcome some of the challenges, respondents have:

· Engaged in risk-based lending,
· Sought legal advice from an attorney familiar with Indian law,
· Trained loan officers to address non-traditional credit issues,
· Offered more services through an 1-800 phone number,
· Reduced or charged no fees on some services,
· Worked with borrowers and their employers on automatic payroll deductions to repay loans,
· Provided financial counseling,
· Helped develop a Uniform Commercial Code with the tribe to allow the credit union to repossess collateral directly on the reservation, and
· Hired Native American tellers.
Credit unions have tapped into some of the resources available to community-based organizations working with Native Americans. For example, they have partnered with the Consumer Federation of America on a savings program. One respondent offers a financial management course for IDA holders through a community development corporation. Respondents have also received grants from the Community Development Financial Institutions Fund, National Credit Union Administration, National Federal of Community Development Federal Credit Unions and NCUF to undertake their Native American initiatives. They have also partnered with tribal governments. 

However, respondents acknowledged that they need additional assistance. Their greatest needs are to:

· Understand the complex tribal legal issues and court system,
· Understand the Department of Housing and Urban Development’s (HUD’s) Section 184 program and streamline the loan process,
· Identify more community partners,
· Make mortgages on trust land,
· Help outreach to Native Americans,
· Identify loan guarantee programs, and 
· Identify grant opportunities. 

IV. National Convening of Credit Unions Serving Native Americans

Fourteen leading credit unions convened in Oklahoma City on July 10-11. They focused on five key issues: 

1) What are the most difficult obstacles credit unions must overcome in order to serve Native Americans? 

2) What are the opportunities for credit unions in serving Native Americans? 

3) What products/services should be provided that are not being provided now? 

4) What resources should credit unions tap that are not being tapped now? 

5) What “model” products/services being delivered to Native Americans can other credit unions deliver? 
Participants broke into working groups and reported back to the whole group on each of the five issues. Their summaries are described below:  
Issue 1 – What are the most difficult obstacles credit unions must overcome in order to serve Native Americans? 

· Lack of financial literacy was mentioned most often by the groups as one of the greatest needs of their Native American members. The tribal members they serve do not seem to understand the long-term impact of their financial decisions. Without such an understanding, they are vulnerable to payday lenders and the chronic cycle of poverty. Also, their Native American members, like most Americans, have not developed a habit of saving on a regular basis. This lack of savings jeopardizes their families’ financial security and stability, especially in those areas where unemployment is high and job security low.  
· Understanding the tribes’ governing process is difficult. The frequent change of leadership makes it hard to do long-term planning, set priorities, or develop lasting partnerships with tribal leaders – all of which are required to create a stable business environment. 

· Mortgages on trust land are difficult to collateralize, making it risky to lend on trust land unless there is a government guarantee. The HUD Section 184 Indian Housing Guarantee Loan can be bureaucratic and complex, according to the convening participants.

· Credit unions’ volunteer boards of directors need training on the cultural issues related to Native Americans. Understanding Native Americans’ cultural differences will help directors understand that different products are sometimes needed. 

· The tribal court system is unfamiliar. Each tribe has its own system. Special expertise is needed to maneuver through each system and to understand Indian law. 

Issue 2 -- What are the opportunities for credit unions in serving Native Americans? 

· Membership expansion – Native American members are usually very loyal once you have established a trusting relationship. They will also bring other family members into the credit union to become a member. They will look to the credit union first when they need additional services like an auto loan or an emergency loan. 

· Greater reach for financial education – There is significant need to provide financial education to tribal members. They need help in budgeting and long-term financial planning, especially when they receive their per capita distribution, income tax refunds, and/or casino allocations. As with most Americans, they need to develop a habit of regular saving. Financial education should be targeted to Native American adults as well as in the schools.
· Increased lending opportunities – A Native American lending market exists. Consumer loans, auto loans, home mortgages on and off the reservation, construction lending, micro-financing, and business lending are all opportunities for credit unions. 
· Open accounts for tribal governments – Tribal governments can be a significant source of deposits, maintaining a large amount of funds in their accounts. Once trust is established, they can also become loyal, long-term members and also provide lending opportunities. In addition, they can attract other tribal organizations to the credit union.  
· Tap the Community Development Financial Institutions Fund (CDFI) – Credit unions can apply for and become certified CDFIs if they target Native Americans. This designation signifies lending in low-income communities and can help subsidize loan programs. 
· Minimal competition for new branches or ATM services – Since most Native American communities lack financial services, opening a new branch or providing ATM services can generate income to cover costs while meeting a community need. Some credit unions have opened a branch in a casino or a high school, or placed an ATM on a reservation. 
· Diversify board representation – Reaching out to a Native American community opens up the opportunity to diversity a credit union’s volunteer board of directors. The credit union will have more credibility and will show commitment to the community with a Native representative on the board. It will also bridge the knowledge gap between the credit union and the Native community if a tribal member is on the board.  
Issue 3 - What products and services should be provided that are not being providing now? 
The convening participants listed the following low-cost or no-cost products/services that could be provided to most Native communities: 
· Home mortgages 

· Alternative payday lending products 

· Outreach

· Financial counseling and education

· Partnerships 

· Guaranteed home mortgages

· Tax preparation

· Scam prevention and identity theft

· Individual Development Accounts

Issue 4 - What resources should credit unions tap that are not being tapped now? 
Participants acknowledged there are resources they did not know existed or did not know how to access. In some instances, their credit union lacks the additional staff to research all the resources, to write proposals or applications, and to follow up. Also, some programs require special expertise that most credit unions do not have in existing staff. Participants also agreed that it requires dedicated personnel, time and commitment, but the opportunities and rewards are significant. 

The following bullets summarize the key programs and ways in which credit unions can tap into available resources: 
· Grant funding – There is a large pool of funds available from governmental agencies and private and corporate foundations to help non-profit organizations reach and serve Native Americans. Several governmental agencies have programs specifically targeted to Native Americans and have offices set up just to serve them. Foundations have long recognized the needs facing Native Americans and have dedicated programs and funds to serving their population. For example, the CDFI Fund has a Native American program where organizations can apply for assistance. The Annie E. Casey Foundation and the Internal Revenue Service have provided funds to develop outreach tools to promote access to the Earned Income Tax Credit program. 
· Partnerships – Various types of partnerships can be formed with organizations already serving Native Americans, which can be leveraged to help strengthen a partner’s program as well as the credit unions. For instance, tribal governments have resources beyond just financial. They have access to information about the tribe’s programs, organizational structure, business endeavors, networks, strategic plans, and political players. All of these resources can be leveraged to help the credit union determine the best way to serve the tribe.

· National support organizations – There are national associations and organizations dedicated to serving Native Americans. These entities have access to a network of organizations addressing needs, some of which offer technical assistance and training. For example, the Native Financial Education Coalition is a network of more than 100 organizations and tribes addressing the financial education needs of Native people. Also, First Nations and Owesta provide training on the CDFI Native American program. 

Issue 5 - What products and services are models other credit unions can use for their Native American communities?

Convening participants generally agreed that model programs exist but have not been widely known or shared. Several participants are implementing model programs that are working successfully and could be shared. 

The following is a list of programs participants are implementing and could share with others: 
· Payday lending programs

· Sponsoring a reservation credit union   

· Financial literacy programs 

· Volunteer Income Tax Assistance sites 

· Credit counseling

· HUD Housing Guarantee program (Section 184) 

· Business lending opportunities

V. Model Program

Kristi Coker, Executive Director of the Citizens Potawatomi Community Development Corporation (CDC) Loan Fund, gave a presentation about the tribe’s lending programs. The CDC is a non-profit CDFI created in 2003 to provide access to capital and business development services to Native Americans. As a CDFI, the organization builds the capacity of small businesses and aspiring entrepreneurs. In 2005, it received a $650,000 CDFI award to continue building its lending program and to expand its presence into Kansas, where many tribal members live. 

Ms. Coker talked about the CDC’s micro-business lending program, which makes loans ranging from $2,500 to $25,000. The loans are usually made for equipment, supplies, furniture and fixtures. The CDC also has a commercial lending program which makes loans up to $200,000 for working capital, building improvements, and to buy land. In addition, Ms. Coker described the CDC’s business development program, which helps borrowers develop business plans, set up bookkeeping systems, and conduct market research. 
The most important part of Ms. Coker’s job is building partnerships. She emphasized the need to work with all organizations within the tribe’s jurisdiction, especially the tribal government. She said the CDC works closely with the tribe, which is very supportive, and that the tribe has provided financial resources for specific projects. 
VI. Top Priorities

The group prioritized the most important issues in serving Native Americans. 

1 - Find resources to help serve tribal populations. Participants listed this as the highest priority, agreeing that they lacked knowledge of the types of resources and where to go to tap into existing programs that serve Native Americans. Although they have heard of some programs, they did not have enough knowledge to determine if they could use the program or how to access it. 

2 - Work with tribal governments. Participants agreed before any initiatives could move forward, tribal government partnerships needed to be in place.

3 - Develop a national network. Participants suggested creating a network of credit unions serving Native Americans. A database could be used to collect information about credit unions who serve or who want to reach out to Native Americans. The database can then be used to share information, especially best practices or information through a listserv. 

4 – Create a national loan portfolio. The portfolio would help pool funding for a large project, leveraging funds from larger credit unions to help smaller ones. The loan would be an investment from the larger credit union but would also help meet the movement’s social responsibility. When funds in the portfolio run low, a loan fund or Certificate of Deposit (CD) could be offered to attract additional funding. 

Next Steps

Convening participants agreed to the following steps:

· Complete a white paper to be published by the National Credit Union Foundation to document the convening’s proceedings;

· Pull together a resources page for the Foundation’s website (www.ncuf.coop) to help credit unions interested in serving Native Americans. The website should be populated with best practices on serving Native populations. It could also be linked to Indian organizations like the National Congress of American Indians, the tribal chairmen’s national organization. 
· Meet periodically through webinars to discuss the various resources and programs available to credit unions who are working with Native Americans

· Connect the credit unions with GrantStation, a web-based grant-making tool and a partner of NCUF. Participating credit unions will be able to use the tool to identify grant opportunities for which they can apply. 

· Provide a list or access to grant writers. Since most credit unions do not have the capacity to seek grants and then write an application, they need to outsource those activities. 

· Provide a list or access to a list of Indian lawyers who can help credit unions under the tribe’s legal requirements.  

· Hold another convening in 2007 and invite people who can share information about the various types of resources that are available. NCUF is working with its Native American Advisory Committee to plan the next convening.
VII. Conclusion
NCUF’s mission – to promote and improve consumers’ financial independence through credit unions – recognizes that the movement plays a unique role in our nation’s financial services industry. As not-for-profit, member-owned cooperatives, credit unions have the products and services to help Native people improve their financial management skills and build their assets. Some credit unions, especially those who attended NCUF’s convening in Oklahoma City, realize that reaching the underserved Native American market can bring new, loyal members into the credit union. 
As with other underserved markets, serving Native Americans requires some knowledge and expertise that may be new to the credit union but which can be acquired. By learning about best practices and model programs, credit unions can teach each other. Identifying the various resources available to organizations reaching Native Americans is another step toward acquiring the knowledge to successfully serve Native communities. NCUF”s Native American Initiative can help credit unions move along the learning path to reach and serve this underserved population. 
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