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Payday Lending is a 2009 publication of the National Credit Union Foundation’s REAL Solutions®
program.

About the National Credit Union Foundation (NCUF)
The National Credit Union Foundation (NCUF) raises charitable funds, runs innovative programs, and 
makes impactful grants for America’s credit union movement. NCUF’s mission is to “promote and 
improve consumers’ financial independence through credit unions.” Among the NCUF programs 
achieving this mission:
REAL Solutions® — Helping millions of consumers gain access to affordable financial services, achieve 
financial literacy, grow savings, build assets, and buy homes.
Development  Education — Leading training on cooperative principles in the modern consumer 
marketplace to overcome what credit unions identify as the greatest threat to their future: “the eroding of 
credit union philosophy.”
Social Impact Management — Meeting a “triple bottom line” that benefits credit unions, members, and 
communities.   

About REAL Solutions®
REAL Solutions® is the signature program of the National Credit Union Foundation. REAL — “Relevant, 
Effective, Asset-building, Loyalty-producing”— Solutions® works to help credit unions offer a wide range 
of products and services that have proven successful in serving working families with low wealth and 
modest means. Using product/business models created and tested by credit unions, REAL Solutions®
disseminates information to credit unions through special meetings, an online impact center, and state 
and national conferences. In the first two years as NCUF’s signature program, REAL Solutions® was 
adopted in 30 states and is saving members tens of millions of dollars. It has now become a documented 
business strategy for credit unions to grow their memberships by serving the underserved. Real people
with real needs are finding REAL Solutions® at credit unions.

Disclaimer
With respect to content of this publication, neither the National Credit Union Foundation, Inc. (NCUF)  nor 
any of its affiliates or its or their respective employees make any express or implied warranty or assume 
any legal liability or responsibility for accuracy, completeness, or usefulness of any information, 
commercial product, service, process, provider, vendor, trade name/mark that is disclosed. References 
to any specific commercial product, service, process, provider, vendor, or trade name/mark in this 
publication also does not necessarily constitute or imply that such a product or provider is endorsed, 
recommended, or warranted by NCUF. The views and opinions of the authors expressed herein do not 
necessarily state or reflect those of NCUF and such reference shall not be used for advertising or 
product endorsement purposes.

This publication is designed to provide accurate and authoritative information in regard to the subject 
matter covered. It is provided with the understanding that the publisher, NCUF, is not engaged in 
rendering legal, accounting, or other professional services. If legal advice or other expert assistance is 
required, the services of a competent professional should be sought. 

For more information, contact: REAL Solutions®
c/o National Credit Union Foundation
601 Pennsylvania Avenue NW, Suite 600
Washington, DC 20004-2601
Phone:  800.356.9655, x6770
Email:   lkitsch@.ncuf.coop
Fax: 202.638.3912
Web: www.realsolutions.coop
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1.  Introduction

Estimates of payday loan volume vary between $28 billion and $40 billion per year with consumers 
paying between $4 billion and $8 billion in fees each year for a loan that generally lasts two weeks.  
Despite its expensive costs, the industry has experienced exponential growth since 1990.  

Are credit union members using payday lenders? Research says they are and in larger numbers than 
anticipated. It’s estimated that 10% to 20% of credit union members choose to use a payday lender for 
their short-term cash needs. Whereas many of these members may qualify for the credit union’s better-
rate personal loan, many credit unions either won’t make loans for less than $500, or if available, don’t 
advertise such loans. And many credit union members/consumers admit they don’t trust themselves with 
a $500 or $1,000 line-of-credit. The temptation to use it for wants – not needs – can be overwhelming 
and costly. The result can be another loan payment when living paycheck to paycheck is already 
tenuous. 

Credit unions can be part of the solution to high cost payday lending by offering the right product at a 
price that is a good value for the member, but still sustainable for the credit union. Alternative payday 
lending products enable credit unions to reach out to those who are struggling financially and help them 
break the cycle of debt that grips them.  

This payday loan implementation guide is intended to help credit unions develop solutions that are 
appropriate for the credit union and its members. It is not a turn-key answer, but some turn-key products 
are featured as examples. Other successful one-of-a-kind models are also featured along with loan
results, collection techniques, sample procedures and marketing materials. Credit unions can use the 
implementation guide to help create a payday loan alternative that is both a good deal for the 
member/consumer and also sustainable from a business perspective.  

If your credit union is just beginning to consider a payday loan alternative, you may want to start with the 
first section: Implementation Considerations. If you already have given some thought to an alternative 
product but are struggling with pricing or policy issues or want to know how to market your new product, 
you can go directly to those sections.  

This implementation guide complements a white paper entitled, Payday Lending: The Credit Union Way
that can be accessed at the REAL Solutions® Impact Center at www.realsolutions.coop. The 
implementation guide will not necessarily repeat or copy information that is included in the white paper. 
We suggest that credit unions use both resources as they design their payday lending alternative 
product. 

The final sections of the implementation guide cover training staff, educating members, and measuring 
the success of your payday-alternative loan product. The intended readers for this guide are credit union
managers and board members who wish to implement a payday loan product. Therefore, acronyms and 
jargon may be used that assume familiarity with credit union operations. A separate page listing 
acronyms used and their meanings has been included as part of the appendices.

The credit union models included in this implementation guide were selected to provide a broad array of 
pricing structures, loan features, underwriting criteria and time-tested results. Readers may find some of 
the pricing formats more objectionable than others. However, this guide avoids making judgment as to 
what rates or fees are appropriate, given the fact that pricing can and should vary considerably 
depending on how much risk the credit union is willing to undertake.




