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NACUSO Chairman Tom Davis Announces National Center for Collaboration and Innovation 
 
Newport Beach, Calif. (November 17, 2006) -- It is no secret that the credit union industry is 
nearing the mature phase in its life-cycle.  Credit unions and CUSOs are confronted with issues 
related to a changing financial business model, a decreasing membership growth rate at a time 
when credit unions have the largest potential field of membership, an aging membership, minimal 
market consideration and differentiation, commoditization and consolidation.  The National 
Association of Credit Union Service Organizations (NACUSO) has been consciously transforming 
itself since 2005 to help credit unions address these and other issues, and to become an effective 
catalyst for credit union and CUSO collaborations and innovations. 
  
Tom Davis, NACUSO chairman of the board and president/CEO of Davis & Company, Highlands 
Ranch, Colorado, confronts those issues everyday.  At the Chicago-based NACUSO 2006 Business 
Services Collaborative on November 2, Davis took the opportunity to inform attendees of 
NACUSO’s intention to create a National Center for Collaboration and Innovation which will 
establish, operate, and maintain a unifying structure to support the credit union industry, as part of 
his presentation focusing on NACUSO’s vision for the future.  This support will manifest itself under 
what Davis calls “the four pillars” necessary for the transformation of the industry:  critical thinking, 
collaboration and cooperation, innovation, and implementation to assist credit unions that want to 
begin turning innovative ideas into reality.  “Critical thinking is the first pillar and the precursor to 
innovation.  Critical thinking is a cognitive skill that permits a person to logically investigate a 
situation, problem, question, or phenomenon in order to make a judgment or decision.  However, 
there has been a serious deterioration of critical thinking in the United States.  Somewhere along the 
line, this age of reason has morphed into the age of laziness and intuition.  Witness the declining 
reading, math and science test scores, over the last decade,” Davis pointed out.  “Our fifteen year 
olds have a problem-solving ability that ranks twenty-eighth out of forty for industrialized nations.  
Students are simply not learning to think critically.  We have lots of scholars, but not enough 
scholarship.  NACUSO can assist the industry by providing education on how to think critically and 
outthink and outsmart competition, if credit unions and CUSOs work collectively and leverage that 
cooperation.  At 5.8% of the assets in the financial services industry, we aren’t big enough to  
outspend the competition, but we can be smart enough to outthink them.” 
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As an initial step to implementing NACUSO’s National Center for Collaboration and Innovation, a 
fifth NACUSO advisory board for critical thinking, innovation and implementation will be added to 
focus on educational opportunities with universities, innovation models both inside and outside the 
industry, and strategy execution techniques.  By way of example, NACUSO would work with 
innovative organizations such as the Filene Research Institute i3 Group and the Center for Credit 
Union Innovation.  NACUSO currently utilizes four advisory boards to ensure the organization 
responds to the financial services, operational services, business services, and consumer lending 
segments of the industry. 
 
Davis made it clear that NACUSO’s plans call for its National Center for Collaboration and 
Innovation to become the clearinghouse for information and knowledge about all CUSOs, on behalf 
of all CUSOs, and a resource to credit unions and CUSOs searching for the right partner.  “We want 
NACUSO’s National Center to be the repository of information on who is doing what, and to be the 
link that connects credit unions to the products and services offered by collaborations,” Davis said.  
“For the second pillar of collaboration and cooperation to bear fruit, we must engage the cooperative 
model to leverage financial, economic and intellectual resources of all credit unions, and drive more 
value back to the member.  Net interest margin has been steadily trending downward since 
December, 1997.  In 2005, it cost credit unions nearly seventy-nine cents to earn one dollar of 
revenue.  The benefits of cooperation include gaining access to significant scale to lower business 
operating costs, creating net interest margin through business lending, and generating non-interest 
income by attracting quality partners or even third-party partners.  A NACUSO National Center can 
bring intellectual capital together and capitalize on it by providing models for innovation.  The 
treasury of knowledge NACUSO can offer through a National Center and share among its members 
is more relevant than anytime in NACUSO’s twenty year history.”  
 
Davis’ third pillar supporting NACUSO’s National Center is innovation.  “Credit unions and CUSOs 
must confront industry issues through the kind of innovation that comes from critical thinking, 
collaboration and cooperation,” Davis explained.  “This would include seeking out growth and 
creating new markets for credit unions through new market and low-end market disruptions – that is, 
disrupting established financial providers by changing the basis of competition and appealing to 
non-consumers, or offering less performance at a lower price acceptable to the lower end of a 
market.  Over time, disruptive innovations establish an entirely new performance improvement 
trajectory that defines a range of performance members can use, because it better addresses their 
current needs, or is more to their advantage.  Sears and K-Mart were disrupted by Wal-Mart.  Credit 
unions should consider determining how to disrupt established financial providers and change the 
rules.  We must take the disruptive models, leverage them and create new, innovative 
opportunities,” Davis added. 
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Showing credit unions how to begin, and assisting them in the execution of innovative ideas and 
strategies defines NACUSO’s fourth pillar for a National Center -- implementation.  Helping credit 
unions do those things that address tough industry issues, and disrupt competition among 
established providers, will turn the inflection point of the life-cycle curve from convex to concave.  
That upturn in a downward arc enables credit unions to begin a whole new growth curve, and 
completes Davis’ vision for NACUSO and the industry’s future.   
 
With implementation in mind, NACUSO has already picked up the banner by sponsoring a CUSO 
formed of small credit unions in Michigan that is already operating and providing value to the credit 
union owners.  In addition, NACUSO has been actively working to educate the National Credit Union 
Administration (NCUA) about the success and opportunity credit unions have with collaborations.  At 
the planning level, Davis described NACUSO’s desire to establish a Web-based networking tool that 
allows CUSOs to communicate service and investment opportunities for credit unions to browse and 
access.  Once the connection is made, both parties can explore their collaboration options.  Also, 
NACUSO desires to create a revolving collaboration fund that will support the formation of additional 
small credit union CUSOs.  The CUSOs will repay the fund once they generate revenue or savings 
for the credit union owners; then the process repeats itself.  
 
Davis believes that NACUSO’s efforts to create collaboration among CUSOs and credit unions, 
combined with the kind of innovation that comes from prolonged critical thinking, are the means by 
which credit unions will become stronger and ensure the survival of the industry.  “Our industry is 
aging based on its changing business model, slow growth and consolidation.  However, an industry 
does not age solely because of these phenomena.  An industry ages because it quits pursuing an 
ideal,” Davis concluded.  “When people look back through the corridor of time fifty years from now 
what will they see, an industry where credit unions opted to do things by themselves, or an industry 
that embraced the ideal of cooperation and collaboration?  The choice is ours.  NACUSO intends to 
be the catalyst in getting credit unions and CUSOs to work together, then develop and implement 
new and innovative ideas.” 
 
 

#   #   #  
 
 
Formed in 1985, NACUSO is an association of credit unions and CUSOs dedicated to strengthening credit unions 
through the power of collaboration.  NACUSO is an advocate and catalyst to educate, innovate and implement 
collaborative solutions that reduce operating costs, increase operating efficiencies, implement non-traditional financial 
services and increase non-interest income.  For more information, visit www.nacuso.org. 
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