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some information has been compiled
for those in the pioneering State of
Massachusetts.l
The data, even
though limited to operations in Only
one State, shed considerable light on
the growth of credit unions during
the earliest years of the movement.
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1 Joseph L. Snider, Credit Unions in
the membership, and their dues Massachusetts,1939.
1934 for Federal and State legislation
2 See Erdis W. Smith, “Federal Credit
for the chartering of credit unions. finance the work of the association.
Despite the lack of adequate data Unions,” Social Security Bulletin, October
1948, and John T. Croteau, “The Federal
on the operations of the credit unions
* Statistics and Reports Branch, Bureau
Credit Union System: A Legislative
Hisof Federal Credit Unions.
as a whole during the first 25 years, tory,” Social Security Bulletin, May 1956.
This year-a half century after the passage of the first State
credit union law and 25 years after the Federal Credit Union Act
was adopted-saw the enactment by Congress of major changes
(Public Law 863.54) in the Federal law. The double anniversary
and the sweeping revisions made by the 1959amendments make
appropriate at this time a brief review of the progress made by
credit unions in this country during the 50 years 1909-59.
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to grow, from assets of $323 million
in December 1941 to $435 million at
the end of 1945. An even sharper advance was registered after the cessation of hostilities in Korea; assets
doubled in the 3 years from 1951 to
1954 and again in the next 4 years.
By mid-1959, there were 19,300 credit
unions in operation, with total assets
of approximately $4.6 billion, and
membership had reached the ll-million mark.
The credit unions operating under
Federal charters expanded rapidly,
both in number and resources. The
first Federal charter was issued on
October 1, 1934, and 77 more credit
unions were chartered before the end
of the year. Little information is
available about the first year of operation. By the end of 1935, however,
960 Federal charters had been issued,
and 772 Federal credit unions holding
assets of about $2.4 million were in
operation. Six years later, at the outbreak of World War II, the number
of active Federal credit unions had
grown to more than 4,000 and their
assets were in excess of $100 million.
By mid-1959, it is estimated, the
number in operation had reached
9,300.
The growth of the State-chartered
credit unions continued, uninterrupted by the effects of the Federal
law. They numbered 2,450 at the end
of 1934 and an estimated 10,000 by
mid-1959. State systems, which had
become entrenched in a number of
States, were joined by new organizations. Even today, in many States,
there is a vast preponderance of
State-chartered credit unions. The
Federal law, of course, was not intended to set up competition between
State and Federal credit unions, and
chartering policies during the past 25
years have enabled prospective new
Table 1.-Credit

Trends
A trend analysis of the past 50
years of operations must be based almost entirely on the number of active
credit unions. Only fragmentary data
are available for the early years of
credit union operations on such items
as assets, shares, membership, loans
made during the year and outstanding at the year’s end, and dividends
paid to members. The analysis that
follows is thus necessarily confined to
operations since the passage of the
Federal Credit Union Act. Moreover,
because it has not been possible to
collect State statistics in the detail
made possible by the uniform Federal program, the analysis must emphasize Federal operations. The discussion of the purposes for which
loans are made, for example, is based

union operations in Massachusetts, selected years, 1909-34
_-

Item

1909

Number of credit unions ..________....
Number of members. __..... ._ ___-_.. .-‘!Number of borrowers- ___
.__ ___-. .-___ _
Total assets-...--.---.-......-.-----.
.-____
Value of shares:
Amount .________________________-.- ______
Average per member _________-_-_-_ ____._
Total loan balance.
________._______ ______
Average amount of loan.. _.__________ _____

/

* Chartered but did not start operations.

Bulletin,

groups to decide for themselves
whether they preferred to organize
under a Federal or a State charter.
Most of the chartering today is accomplished through the various State
leagues amhated with the Credit
Union National Association. In recent
years the Bureau of Federal Credit
Unions -the
supervisory authority
for the Federal credit unions-has
done little promotional work in organizing new groups but has concentrated on its primary functions of
examination, approval of charter applications, and general supervision of
Federal credit unions.
The provision for organization of
Federal credit unions has led to
greater uniformity
of operations
among State-chartered
groups as
well. Many of the accounting techniques designed for Federal credit
unions, for example, have been
adopted by State supervisory authorities for use among the credit unions
chartered under State laws.

December 1959

1914

_-

1919

1924

1929

1934

107,E
52,853

305
109,434
55,417

$7,460,810 $16,153,521

$12.575.661

6,lii
2,109

22,9::
7,872

$269,431

$2,769,948

177,657
29
224,360
106

1,372,322

3,777,918

10,261,960

7,107,92Q

2,295,s::
292

5,706,0::
285

12,628 9::
‘239

8,752,2!!
158

-

50,s::
19,993

-

exclusively on Federal data because
comparable data for State-chartered
credit unions are not available.
The credit unions follow much the
same pattern, whether they hold a
State or Federal charter. They are
organized for the same basic purposes, and they are affected to about
the same degree by changes in economic conditions. The credit union
movement is a dynamic one, and individual credit unions, whether operating under a State or a Federal
charter, must adjust to a changing,
dynamic economy or fail. Thus the
analysis, though based largely on
Federal credit union data, has general application to State-chartered
groups as well.
Number of credit unions.-In
terms
of the number of active units, credit
unions showed a slow but continuous
growth from the adoption of the first
State law in 1909 to the passage of
the Federal law in 1934 (table 2). A
marked increase occurred after 1934
-the result not only of the addition
of Federal credit unions but of increases in chartering activities among
the State groups. The number continued to rise until the outbreak of
World War II. During the 4 war
years, the number of active groups
declined, but in 1946 an upturn
started that has continued without
interruption, although the rate of increase has been falling off in recent
years.
Assets.-Numbers alone do not reveal the full extent of growth; possibly more significant is the trend in
assets. Although the rate of increase
in the number of credit unions indicates the extent to which new groups
are added over and above those that
cease operations through liquidation,
the trend in assets takes into account
the added factor of age. The size of
a credit union is, as might be expected, closely associated with age.
Because there is no legal limit on
capitalization, there is no limit-in
theory at least-on the total resources
a credit union may hold. Some practical limitations operate, however, to
control the size of a credit union.
Perhaps the most important are (1)
the potential membership, which is
restricted by the field of membership
specified in the credit union’s charter, and (2) the maximums on sav11

Table 2.-Number

of credit unions,
190949
state 1
___--

Federal
--

1 .
1: 1::
26
34
47
82

._
.
_.
_

..- .__..

91 _
110 _
118 _.
1919.......-.....-..
192l.~..............

19Ll..

1922...-. .._. . .._.

1923...-...m..-.....

1924..- . . . ..__....
1925.-...-.-e....

1928
. ..___.._..___..
1929. ._._..._.____
1930. .._._. _..__ -.1931.......--...e.-.
1932. .__.. ._.__ --..

141 _
167 _
190 _

240

240
256 I.
350 1.
419
500
600
7.50

E

-_

192t..............
1927.....-...-..--..

141
167

190

.__. ._. .-.-.

4i9
5w
Go0
750

974
1.200
1,500
1.612
2,016
2 2.5MI
3,3i2
5.241
6.105
7,059

7,904
9.OLL3

9,891
9.767
9.223
8, ROR
R,Gan
8,764
9,non
9,331

1949-...........-...
1950. . ..__ . . . . . . . ~.
1951.....-.....-...1952. ..___. _.
..
1953....-.-.-.-.....
1954...-.-....-.....
19,55.......-........
1956......-.........
1957.....-.-.....-..

195% _._..._._.__ -..
1959.e..-.-.....-...

9,922
10 ,5RR
11,279
12.287
13.674
1.5,041
lR.193
17,251
18.198
18.821
2 19,700

__

974
1,200

1 ,500 _
1,612 _
2,016
2,4x
2.600
3,4(K)
3.792
4,299

2 50
772
1,751
2,313
2,X0

4.782
5,267
5,663
5,B22
5.285
4,993
4,923
5,no3
5,155
5.273

3.182
3,i56
4.228
4.145
3.93x
3,Rl.s

5,427
5,602

4,495
4,984
5.398
5,925
6.578
7.22i
7,806
8,350
8.735
9, n3n
1 9, ,500

i:iia
I
7.096 /
7,814
R,3R7
8,901
9,463
9.794
10,200

*
;:3"6:
3.R45
4,058

* Data for 1908-20 from Edson L. Whitney,
Cooperative Crrdit
Societies (Credit Unions) in
America and Foreign Countries,
ISurenu
of Labor
Statistics Bulletin No. 314; for 1921 from Credit
Union National
Association,
The Credit Union
Yearbook, 1958 (p. 22); for 1925, 1929, and 1931-58
from Bureau of Federal Credit Unions, StateChartered Credit Unions in 1968: for other years
estimated.
2 Estimated.

ings, imposed by the directors of some
credit unions in the form of ceilings
on the amount any one member may
save in a month, or on the aggregate
amount he may save, or some combination of these two restrictions.
The real growth in assets began
after World War II. The total
amounted to $500 million in early
1947; it doubled in about 31/2 years
and passed the billion-dollar
mark
late in 1950. In another 31/2 years
total assets again doubled and
amounted to $2 billion in mid-1954.
Although the rate of increase was
12

the end of 1947, only 0.2 percent of
the Federal groups had more than $1
at the end of 1957,
million in assets:
3.9 percent were in this category.
Credit unions (Federal and Statechartered) held $2,664 million, or 7.9
percent, of the total installment
credit in the United States in December 1958. Ten years earlier they held
only $334 million, or 3.7 percent of
the total.
Members’
sharehoEdings.-Not
all
members join a credit union for the
sole purpose of borrowing. Little data
are available on this point, but it is
generally believed that many members are exclusively savers and rarely
have need to borrow. At the other
extreme are the chronic borrowers.
Characteristics of the members, including their savings and borrowing
habits, is an area in which there
seems to be a need for information as
an aid in planning and developing the
credit union program. At present,
however, about the only information
available is on the number of members and the amount of their savings
in credit unions. No studies have been
made, as far as is known, on why
members save in credit unions in
preference to banks, say, or the postal
savings system, or on the proportion
of their savings represented by credit
union shares.
The growth of savings in credit
unions has outpaced the rise in membership, with the result that average
The shift towards purchase of hard savings per member have increased
each year since the beginning of the
goods was accompanied by a corresponding shift away from the reme- Federal program. From a low of $19
dial type of loan. Medical, hospital,
in 1935, the average increased to $324
and dental expenses, for example, ac- in 1957 and to an estimated $350 by
counted for less than 10 percent of the middle of 1959.
the loans made in 1956; eight years
Most share accounts are small, but
earlier, more than 15 percent of the
shareholdings
are concentrated in a
loans were made for such purposes.
In 1948, about 16 percent of the loans few large accounts. A study made of
the size distribution
of members’
were made for the purpose of paying
current living expenses; by 1956, share accounts as of June 30, 1953,
however, loans granted for this reashowed that 27 percent of the savers
son had declined to only 6 percent of accounted for only 1 percent of the
the total.
shareholdings and that, at the other
extreme, 61/e percent accounted for
The growing importance of the almost 511/z percent of the shares.
large credit unions during this time
is evidenced by the fact that more Conclusion
than 40 percent of the Federal credit
The prognosis for continuing growth
unions in operation at the end of 1957
had assets in excess of $100,000; 10 of the credit unions is bright as these
Years earlier, only 13.7 percent of the cooperative associations move for(Continued on page 24)
Federal groups were of this size. At

slowed somewhat by the recession
that began in the summer of 1957
and carried over into 1958, total assets held by credit unions again doubled in the 4 years from June 1954 to
June 1958 and amounted to almost
$4.6 billion by mid-1959.
Loans to members.-One
of the
purposes of the credit unions is to
make loans to members for provident
and productive purposes. In the original Federal law, provision was made
to limit unsecured loans to $50;
amendments increased the maximum
to $100 in 1940, $300 in 1946, $400 in
1949, and $750 in 1959. When the
limit was raised to $400 in 1949, the
average loan made by Federal credit
unions was $260. By 1958 the average loan-secured
and unsecuredhad increased to $535.
During these years the purposes for
which credit union members borrow
have been shifting. The trend has
been from the small, short-term
remedial loan to the longer-term loan
for the purchase of consumer durable
goods. A study by the Bureau of
Federal Credit Unions made in 1948
revealed that ‘7% percent of the loans
made were for the purchase of automobiles; a later study showed that
13.1 percent of the loans made in
1956 were for the purchase of automobiles and summarized other indications of the change in reasons for
borrowing, as follows:
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Table 4.-Status

of the unemployment

trust fund, by specified period, 193659 1

[In thousands1
Assets at end of period a
-

Period

liYt%d
Oovekment
s:eeurities :I

Total
assets
--

Cumulative, January 1936September 1959____________
Calendar year:
1957________--- ____. ._____
1958_____- ______.____. ____
Fiscal year:
1957~58v.e __.____...._____
1958-59.. ____ ._____..___

Railroad unemployment

-

9,108.651
7,124,037

;m;,;.g
,
I

7,769,721
6,719,017

7,720,602
6,709,422

7.393832
7,124,037

7.336,571
7,113,981

-

Balance
at end of
period

Cash
xb1anccs

.-

--

‘g6.906.396

$6,969.841

t

State accounts

6 $6,702

27.273.125

insurance account 6

Withdrawals

Balance
it end of
period

I;1,796,604

’ 9 $5,604
262,270
88,240

--

$2,932.005

r$23,252,762

$6,952.369

$1,581,398

yp~
I
I

%;;.i:

1,744,111
3,541,352

8,640,919
6,940,754

85,672
103,858

::z

148,225
282.330

44,826
5,946

1,574,516
1,946.469

219.651
179,133

2,926,370
2,796,929

7.359.603
6,688,285

90,442
114,832

6,459
2,396

222,660
256,290

168.396
29,334

6,035
8,691

600,929
328,699

47,855
45,875

841.7i3
600,434

7,166.614
6,940,754

31,066
26,715

973
710

66,870
72,750

133,565
%24Q

4,463
5,946
6 6,702

234,104
782,737
629,583

42,972
42.431
45,901

834,127
520,586
411,406

6,383.703

%%~
9 I

26,358
30.693
88,198

425
288
69

60,590
56,086
111,997

i:E

6226,810

1958
July-September-.
__.___ -.-October-December____-._1959
January-March....
April-June.---.-.
July-September.-.

_________ 6,534.676
_____.____ 6,719,017
____. -__. 6,960,841
-

-

1 Beginning 1949, not strictly comparable with data for earlier yrars because of
differences in accounting methods in source materials used.
2 Beginning 1949, total investments plus cash balances differ from total assets
on a ledger basis by the sum of items in transit or suspense at the end of period.
Beginning December 1954, includes transactions and assets of the Federal unemployment account, under the Employment Security Administrative
Financing Act of 1954; beginning September 1956, includes undistributed appropriations.
3 Includes accrued interest purchased, and repayments on account of interest
on bonds at time of purchase.
4 Includes, when applicable, loans and transfers from the Federal unemployment account andjor transfers from undistributed appropriations.
6 Beginning July 1947, Includes temporary disability program.
Beginning
September 1958 Inchldes transactions and assets of the railroad unemployment

FIFTY YEARS OF CREDIT
UNION OPERATIONS
(Continued from page 12)
ward on a solid basis founded on a
half century of experience. The Federal Credit Union Act, as amended in
1959, is probably the most modern of
credit union laws and will permit
Federal credit unions to better serve
their 51/2 million members. The
amendments were approved by Congress without a dissenting vote.3
The credit unions, having weathered the economic crises of the past
50 Years, are today in a favorable
position for expanding their services
3For a brief summary of the legislation, see the Social Security
Bulletin,
November 1959, page 1.

-

-

-

-

y:
5:664

insurance administration
fund. Beginning September 1959, includes loans from
and repayments to Railroad Retirement Account.
6 Preliminary.
r Includes transfers from State accounts to railroad unemployment insurance
account amounting to $107,161,000.
- ,a Includes withdrawals of $79,169,000 for temporary disability insurance bene
tits.

9 Includes transfers to the account from railroad unemployment
insurance
administration
fund amounting to $106,187,199, and transfers of $12,338,198 out of
the account to adjust funds available for administrative
expenses because of
retroactive credits taken by contributors under the Railroad Unemployment
Insurance Act Amendments of 1948.
Source: Unpublished Treasury reports.

not only to new groups but to the
existing membership as well. They
will, however, be faced with an increasing demand for larger loans as
the cost of goods and services continues to climb and consumer buying
habits continue to shift toward purchase of durable goods. The present
distribution of members’ savings accounts, with its preponderance of
large accounts held by reIatively few
members, might lead to future difficulties for some credit unions unless
action is taken to encourage systematic savings by a larger proportion
of the membership.
The anticipated growth in the
credit unions will also result in a
corresponding increase in the need
for information about many aspects

of credit union operations for which
there are now no data. Worthwhile
studies could be made on the characteristics of the membership as well as
on management problems, loan policies, the effects of changing industrial
composition, and the like. Comparison of the growth of Federal credit
unions and State-chartered organizations should be made to ascertain
the effects the different provisions of
the various State laws and the Federal law have, for example, on Iending and savings policies and administrative costs. Information
derived
from studies of this sort should prove
of great value in guiding credit union
officials in planning a long-range program for the credit unions of
tomorrow.
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