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Sociological Forum, Vol. 14, No. 4, 1999 

Old Structures, New Relations: How Community 
Development Credit Unions Define 
Organizational Boundaries1 

Howard Lune2'4 and Miranda Martinez3 

Studies of organizational dynamics examine the manner in which an organi- 
zation's immediate environment defines the "rules and requirements to which 
individual organizations must conform in order to receive legitimacy and 
support" (Scott, 1992:132). In this paper we consider the question of how 
an organization can achieve legitimacy and support without necessarily com- 
promising its organizational forms or practices to isomorphic pressures. We 
frame the question in terms of the boundaries between organizations and 
their environments. Where the population ecology studies show the survival 
value of adopting known organizational forms and practices, and neoinstitu- 
tionalism addresses the need to display compliance with accepted forms, our 
case study demonstrates the possibility of removing an organization or set 
of organizations from the familiar interaction by naming it as a subfield of 
the organizational field, sharing the environment, but "out of the way" of 
predefined norms and practices. 

KEY WORDS: organizations; organizational field; population ecology; neoinstitutionalism; 
credit unions. 

INTRODUCTION 

The first state-chartered credit unions were created as early as 1909 
through the efforts of reformers seeking to address the abusive credit 
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practices afflicting disadvantaged communities (Pugh and Ingram, 1984). 
In response to popular pressure, the 1934 Federal Credit Union Act author- 
ized the creation of financial cooperatives organized around a "common 
bond," which could be occupational, organizational or geographic (Pugh 
and Ingram, 1984). The requirement of a common bond is the defining 
feature of the credit union movement, emphasizing the relationship between 
the form of organization and the constituency that it exists to serve. 

The act gave credit unions nonprofit status in recognition of their social 
function, but it defined very narrowly the limits of the common bond in 
regional, familial, and occupational terms. It also authorized relatively low 
lending limits for credit unions, thus guaranteeing that they would remain 
small-scale institutions that would mainly serve people of limited means. 
At the same time, the credit union movement established the Credit Union 
National Association (CUNA) as a national trade organization for credit 
unions (Florida Credit Union League, 1997). Today CUNA remains the 
major national service and product provider for the credit union industry. 

Despite their origins as a provider of credit for the working poor, 
credit unions have become an significant presence in the mainstream finan- 
cial sector. In 1967 credit unions acquired their own independent regulatory 
body, the National Credit Union Administration (NCUA). A major respon- 
sibility of the NCUA, aside from assuring the fiscal health of the credit 
union industry, is to interpret the common bond requirement for credit 
unions seeking charter or expansion. The NCUA also oversees the National 
Credit Union Share Insurance Fund (NCUSIF), which insures federally 
chartered credit unions in the same way the FDIC covers banks. 

By the end of the 1980s the majority of credit unions were serving a 
solidly middle-class constituency. A major factor in this shift in constituency 
was the 1977 deregulation of U.S. depository institutions (Ferguson, 1997). 
The deregulation allowed a looser interpretation of common bond require- 
ments, enlarged credit union's lending powers, and widened their service 
offerings by allowing them to offer checking accounts and credit cards, 
among other services. The looser common bond requirements allowed a 
process of consolidation among credit unions, which has permitted them to 
achieve economies of scale, and to substantially increase their membership. 
Today, roughly 65 million people in the United States belong to a credit 
union (Florida Credit Union League, 1997). 

Within the field of credit unions, community development credit unions 
(CDCUs), the organizational form with which this paper is concerned, have 
emerged as a distinct type only in the period following deregulation. These 
small credit unions were established in low-income areas in order to pro- 
mote reinvestment and revitalization, and to offer services, credit, and 
consumer education to low-income communities. This is, of course, the 
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founding mission for the industry as a whole, but CDCUs are distinct in 
that their commitment to a social purpose remains their primary reason 
for existence. Thus, while the rest of the credit union industry strives for 
competitiveness within the wider domain of the financial service industry, 
CDCUs must cope with the problems created by their smaller size and 
low-income constituency. 

Since deregulation, low-income CDCUs have been engaged in a strug- 
gle within the credit union movement for recognition of their unique prob- 
lems and social function. For the most part, CDCUs have slowly lost ground 
as the field has reoriented itself to its new constituency and to the "banking" 
standards of the NCUA. The move to federal insurance, and the process 
of deregulation were devastating to low-income CUs. In 1972 the NCUA 
shut down almost 100 low-income CUs because they had insufficient re- 
serves to be eligible for federal insurance, and the period of industry consoli- 
dation during the early 1980s, also a period of recession in the United 
States, resulted in the demise of still more through merger or liquidation 
(Pugh and Ingram, 1984). In this paper we examine the conflicts between 
CDCUs and the organizational field of credit unions as an example of 
conflict among "unequal peers"-bodies that are defined as being of the 
same type-within a shared space of work. We view the struggle as a 
process of competitive interpretation of organizational identity, and we will 
present the resolution that emerged from this struggle as a study in conflict 
avoidance. The organizations in our study neither accept nor directly chal- 
lenge the isomorphic pressures from the field of work, but act to redefine 
their role in the field so that the pressures are muted. 

ORGANIZATIONS AND ENVIRONMENTS 

The literature on organizational theory reveals some inconsistencies 
in the conceptualization of organizational environments. Yet a number of 
terms and principles have achieved a taken-for-granted status within the 
field upon which we base our analysis, the most crucial of which, for our 
purposes, is "organizational fields." The notion of a field has been an 
indispensable part of interorganizational studies since DiMaggio and Powell 
first described it as "those organizations that, in the aggregate, constitute 
a recognized area of institutional life: key suppliers, resource and product 
consumers, regulatory agencies, and other organizations that produce simi- 
lar services or products" (1983:148). The authors had particular reasons to 
emphasize similarity and recognition; they were seeking to demonstrate 
that "disparate organizations . . . structured into an actual field . . . [face] 
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powerful forces. . . that lead them to become more similar to one another" 
(DiMaggio and Powell, 1983:148). Curtis and Zurcher (1975), in their earlier 
discussion of "multi-organizational fields," had stressed contact and ex- 
change in the normal course of business as the constitutive element. Both 
works, however, define the field according to the perspectives and experi- 
ences of the organizations in which they are interested. "Fields only exist 
to the extent that they are institutionally defined" (DiMaggio and Powell, 
1983:148), which is another way of saying that they can only really be studied 
as a property of organizations and the relations between organizations and 
their environments. 

An organizational field provides the immediate environment for an 
organization. And while "organizational fields are not generally benign 
and cooperative arrangements held in place by a sense of duty or honor" 
(Fligstein, 1990:6), a field is a collective body self-defined by shared organi- 
zational identities that necessarily entails a degree of common interest. 
Fields are themselves embedded within institutional settings, or domains 
(including customer bases and regulators), which likewise bring together 
multiple fields with related identities into a not-always-amicable unified 
structure. Organizations thereby experience constraining pressures as well 
as supportive exchanges from both the other organizations comprising their 
field and the institutions of their larger environment. Through coercive, 
normative, and mimetic mechanisms, the constraining and supportive rela- 
tions both place isomorphic pressures, or pressures to conform to the same 
standards and practices, within the field (DiMaggio and Powell, 1983). 

For purposes of analysis, we distinguish between organizational fields, 
and embedded with them, organizational subfields. Subfields are clusters 
within fields of organizations that more deliberately, and informally, share 
some set of organizational goals. For organizations acting within an identi- 
fied subfield, organization/environment relations become more complex, 
or at least multilayered. We also find it useful to focus on the relationships 
between the organizations and their environments rather than on the struc- 
tures in which the relationships are found. This leads us to present conflicts 
in structures as issues of organizational relations and to seek solutions in 
the processes by which relationships are redefined. This shift in focus creates 
greater conceptual room for processes of negotiation in relationships that 
are easily overlooked when viewed from a more structural perspective. 
Lastly, we pay particular attention to organizational forms as defining ele- 
ments of organizational identity. The form of an organization is the structure 
of relations, within the organization and between it and others, theoretically 
in pursuit of the goals of the organization. The conflict between formal 
bureaucracy or member participation in decision making is a question of 
organizational form. 
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Population ecology theories define the relatively static elements of 
the effects of environments on organizations (Aldrich, 1979; Bidwell and 
Kasarda, 1985). The ecological model of the environment is that of a mono- 
lithic force "outside" of organizational interactions, against which organiza- 
tions respond. Environmental conditions, mediated by structural locations, 
"select" certain organizational forms according to actor-less coincidences 
of compatibility (Hannan and Freeman, 1977). Or, rather, the environment 
encompasses so many organizations and other actors that, at the level of 
sectors and markets, it seems to take on a force of its own. Although the 
ecological approach credits selection to environmental forces, it is not 
without a role for decision making. Savvy organizational leaders can antici- 
pate environmental selection by adopting organizational forms that have 
proven compatible in the past. Ecology theorists examine the dynamic 
between organizational niches, which is the preferred level of aggregation 
measured, and the environments in which the niches evolve. 

Once an organizational form has proven viable for a given set of 
environmental conditions, newer corporate actors can benefit by reproduc- 
ing this form in their own organizations. Within a successful niche, organiza- 
tional leaders must take care to avoid overcrowding, which occurs when 
an unsupportable density of organizations adopt the same forms and com- 
pete for the same supporters (Carroll and Hannan, 1989; Hannan, 1988). 
In both of these forms of decision making, organizational leaders make 
choices to help them compete with one another within the constraints 
defined by their environments. Nonetheless, individual organizations have 
little influence over-are not participants in-their environments. Organi- 
zations are not seen as, for example, acting collectively to alter environmen- 
tal conditions or constraints. 

Institutional theories offer the most significant challenge to the assump- 
tions of ecology models. Demonstrating that isomorphic pressure, that is, 
environmental pressures to conform to certain organizational forms, were 
often more symbolic than functional (Meyer and Rowan, 1977), and that 
normative behavior often simply legitimated existing power structures 
rather than serving organizational needs (DiMaggio and Powell, 1983), 
institutional theorists highlight the complex power imbalances that shape 
organization/environment relations (Perrow, 1986). Organizations embed- 
ded within fields of similar organizations face pressures to look and act 
like the others in the field, but these pressures are generated by exchange 
partners and other corporate actors. Refusal to comply may be interpreted 
as a legitimacy challenge and a threat to the identity of the entire field. 

Institutional theories thus offer the second crucial theory of 
organization/environment relations. Organizational environments are de- 
fined by actors within the industry, sector, or field, who have an investment 
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in the established order. New organizational leaders face two external 
pressures: to match their forms and practices to environmental assumptions 
in order to gain legitimacy and practical support, and to watch carefully 
for environmental changes in order to adapt strategically to them. Again, 
individual organizations may strategize their location within an organiza- 
tional field, but neither the field nor the organizations demonstrate any 
internally defined interests beyond survival. The driving forces are very 
different from population ecology models, but the direction is the same. 
Organizations, in both perspectives, must be prepared to compromise their 
identities and purposes in order to survive. 

Neither approach claims that adaptation is easy or without risk (Powell, 
1991). Using both ecology models, to explain the emergence of new prac- 
tices, and institutional theory, to explain their normalization, Debra Minkoff 
(1994) described the processes by which a new organizational form could 
become dominant in a field at the expense of the forms from which it grew. 
In her study, advocacy organizations emerged from a field of service groups, 
appearing initially as a lesser variant, but gradually garnering more institu- 
tional support and necessary resources. This outside support created a 
competitive advantage for organizations fulfilling the advocacy role over 
older organizations serving service-oriented or protest functions. By creat- 
ing this competitive advantage, the institutional support actually fostered 
a competitive relationship between two closely related subfields in the same 
field, greatly reducing the viability for one of them. 

Christine Oliver and collaborators (Baum and Oliver, 1991; Oliver, 
1988, 1991) have examined strategies organizations can adopt to protect 
themselves from isomorphic pressures. Ranging from acquiescence to ma- 
nipulation. Oliver's typology of responses seems quite inclusive. This work 
demonstrates that organizations can "challenge or contest the rationalized 
norms or collective rules of the institutionalized environment" (Oliver, 
1991:156), or even "co-opt the source of pressure" to conform (Oliver, 
1991:157), rather than simply adjust to or accept the pressures that the 
environment places upon an organization's form and identity. Avoidance 
mechanisms include concealment, whereby an organization may pretend to 
comply; blffering, whereby an organization may "decouple" its activities 
from the sources of the regulatory or normative pressure; and escape, 
wherein an organization will leave the domain entirely (Oliver, 1991:154- 
155). All of these strategies define options an individual organization may 
adopt to alter its relationship with the field in which it works. In the case 
of CDCUs, a set of organizations attempt to avoid isomorphic pressures 
by defining themselves as a distinct subfield, partially removed from the 
direct relations between organizations and the immediate environment, 
and yet not concealed, buffered, or removed from the field. In this analysis 
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we shift our focus from the actual behaviors of organizations in a field to 
the interpretation of those actions. 

BOUNDARY REDEFINITION IN COMMUNITY-DIRECTED 
ORGANIZATIONS 

In the following analysis we consider the question of how an organiza- 
tion can achieve legitimacy and support without necessarily compromising 
its organizational forms or practices. We frame the question in terms of 
the boundaries between organizations and their environments, and the 
implications for organizations embedded within a predefined field. Taking 
seriously the lessons of both population ecology studies and institutional 
theory, we examine a third approach to the specification and control of 
organizational fields. Where the first line of study shows the survival value 
of adopting known organizational forms and practices (Aldrich, 1977; Han- 
nan and Freeman, 1984), and the second addresses the need to display 
compliance with accepted forms (DiMaggio and Powell, 1983; Oliver, 1991; 
Powell, 1991), our case study demonstrates the possibility of removing an 
organization or set of organizations from the familiar interaction by naming 
it as something else. 

We examine how community-directed organizations strategize to main- 
tain the integrity of their organizational forms (including power structures 
and relationship to constituents) and goals (social, financial, etc.) in an 
environment that is hostile to those forms or practices. That is, while we 
recall Roberto Michels' warning that leaders of organizations who start out 
pursuing a social mission are often compelled by external pressures to shift 
their attention to organizational survival and positional dominance, we 
would remind analysts that these organizations are still full of people who 
are dedicated to the original social mission. To better understand this 
dilemma, we seek (1) to integrate the internal pressures into models that 
have treated oversimplified versions of the external pressures as determinis- 
tic, and (2) to represent questions of identity and organization as an active 
negotiation process rather than a response to external constraints. 

Despite a large body of case studies demonstrating the advantages 
inherent in conforming to local environmental expectations and the dangers 
of refusing to do so (Rothschild-Whitt, 1979; Baum, 1995; Carroll and 
Hannan, 1989; Baum and Singh, 1996), some organizations choose not to 
conform. Community-based organizations in particular face pressures to 
defend the integrity and consistency of their own unique organizational 
identities and to emphasize that which makes them unique (Morgen, 1986; 
Morrill and McKee, 1993). Rothschild-Whitt, in her study of alternative 
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institutions, defined "value-rational" organizations "in terms of their mem- 
bers' resolve to build organizations which are parallel to, but outside of, 
established institutions, and which fulfill social needs . . . without recourse 
to bureaucratic authority" (1979:510). Political activists in numerous do- 
mains have divided over questions of the appropriate organizational forms, 
from the most accommodating to the most challenging, with regard to their 
social and political goals (Ferree, 1992; Lune and Martinez, 1997). Different 
organizational forms serve different roles within a field, or cycle, or protest. 
Social movement "abeyance structures," for example, have been identified 
as functional to the "survival of activist networks, sustaining a repertoire 
of goals and tactics" during a period of low activity and little support, 
conditions that would be unfavorable to a protest group optimized for 
immediate impact (Taylor, 1989:762). "Internal" pressures, generated by 
social missions or the needs and interests of constituents and members, 
may take priority over isomorphic pressures-that is, the variety of external 
pressures to conform. 

Looked at another way, organizational fields have identities, defined 
by collectively established ways of doing things, and novel forms and prac- 
tices may be perceived as incompatible or deliberately provocative to the 
established order (Meyer and Rowan, 1977). Yet organizations also have 
individual identities, only partially defined by an organization's role within 
its field (DiMaggio, 1991). In its most extreme form, this conflict between the 
internally generated identities, independent of the field, and the externally 
generated role, partially defined by the configuration of the field, would 
be the general case of what Joseph Galaskiewicz has described as the 
"reluctant organization striving to maintain its independence from others, 
while knowing that it must engage in interorganizational relations" in order 
to function (Galaskiewicz, 1985:282). If an organization or subset of organi- 
zations wishes to preserve its collective identity in an environment that is 
not conducive to that identity, then the organization (or subset) must either 
leave the environment, change the environment, or redefine its role so that 
neither its presence nor its practices will be perceived as destabilizing. 

Leaving one's environment, which Oliver (1991) characterizes as "es- 
cape" behavior, may be accomplished in a number of ways, the most 
straightforward of which is to make minor adjustments in the organization's 
niche. Baum and Singh (1996), for example, demonstrate that negative 
environmental forces, in their case excessive market competition, may be 
offset by even slight adjustments in one's target constituency or customer 
base. Changing one's environment is a more difficult task and one that is 
basic to the notion of a challenger group or industry. Rebecca Bordt's (1997) 
study of feminist collectives details the deliberate attempts by alternative 
organizations to alter their working environment by institutionalizing a new 
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organizational form. The process she describes may be summarized as 
attempts by organizational actors (1) to align themselves tightly to those 
elements of their environments that will be least threatened by them, in 
order to help establish their organizational form as part of the institutional- 
ized exchange system; (2) to use their organizations' existence and viability 
to justify their organizational form within their organizational field; and 
(3) to use their organizations to socialize others to accept and propagate 
their alternative form. Bordt calls this process "creating an alternative 
environment." Redefining an organization's role, like changing one's envi- 
ronment, has the immediate goal of changing the relationship between the 
organization and its institutional environment. Redefinition changes the 
perception of an organization's niche, which involves less a change in the 
organization's role than a change in how that role is understood by others. 
As a strategy, this technique borrows openly from the prior two. The rest 
of this paper will be concerned with this third technique. 

We examine the negotiation of organizational identities and roles 
within the field of credit unions. Our data come from interviews and partici- 
pant observation of several New York City based CDCUs. This field exists 
independently of, and yet is also dependent upon, national institutions from 
which many of the normative assumptions and pressures originate. Our 
analysis centers on the strategically developed transition in the role of 
CDCUs from a minority segment of the larger field to a recognized subfield 
still within the field and yet conceptually distinct. In the last section of this 
paper we discuss the use by the CDCU subfield of organizational boundaries 
in the solution of dilemmas of organizational identity and role conflict. 

DATA AND METHODS 

Most of the data in this paper has been collected as the result of seven 
years of participant observation on the part of the second author as an 
officer of a New York based CDCU. This has involved two meetings per 
month to review the financial condition of the CU and close association 
with the day-to-day operations and membership of the institution.5 That 
position has also required close attention to the intricacies of the CU's 
relationship with its examiners. Annual examinations required sustained 
contact with five individual examiners over a period of three years. This 
contact consisted of a regular series of exchanges with examiners during 

'By law, credit unions must hold a monthly board meeting and one annual membership 
meeting at which officers report to shareholders and officers are elected. As an officer of 
the board since 1991, the author also had frequent informal conversations with the manager 
and fellow board members of the CU. 
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the initial examinations, which last several days, followed by monthly discus- 
sions at board meetings and occasional informal conversations. Those con- 
ferences took place for a period ranging from two months to as long as 
seven months during a period in which the CU was experiencing exceptional 
difficulty. This position has also afforded four opportunities to meet national 
level executives with the NCUA in order to discuss matters relevant to 
CDCUs. The purpose underlying all of these formal meetings was for the 
CDCU to press its case to NCUA executives regarding the vital function 
of CDCUs and the adverse effects of various NCUA rulings on this function. 
These discussions also ranged into the NCUA position vis-a-vis the wider 
legislative and competitive challenges confronting the CU industry. The 
author's position has also required frequent collaboration with other 
area CDCUs.6 

Participation in the operations of the CDCU has also led to close 
acquaintance with the National Federation of Community Development 
Credit Unions ("The Federation"), and advocacy and technical assistance 
organization based in New York City that was instrumental in guiding the 
changes described below. The Federation was founded by New York area 
CDCU managers and community development specialists, and its closest 
ties and much of its technical assistance staff are drawn from New York 
area CDCUs. The Federation participated directly in the founding of the 
CDCU at which the second author volunteers. It also facilitates training 
and networking events in the New York area that have promoted close 
collaboration and discussion among CDCUs coping with the difficulties 
described below. From this base, the Federation has acquired a national 
reach by providing assistance, and by funneling capital grants and other 
resources to CDCUs throughout the United States. Thus, much of the 
platform for action evolved by the Federation has been created through 
its work in the New York area. For this reason, although the Federation 
represents the interests of CDCUs in national policy arenas, we examine 
the development and repercussions of its national strategy through the 
interactions between the Federation and local CDCUs in New York. 

Much information from managers and board members was collected 
in participation at Federation events, the most noteworthy being the annual 
conference of the Federation, which brings together CDCUs from every 
region of the country. Aside from information sharing, the conference is 
a national forum at which the board and director give reports and the 
activities of the Federation are discussed by the membership. The main 

6One group of New York area CDCUs collaborated in two different efforts to get regulatory 
relief from the NCUA. Other efforts include collaborations in jointly held mortgages, and 
mutual advice and assistance. 
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fieldwork for this study comes from the period following 1992, when the 
rapid transformation of institutional relationships within the CU sector 
created a desire to understand the source of this change in position. 

Following the period of participant observation research, formal inter- 
views were conducted over a period of two months with four CDCU manag- 
ers in order to obtain greater detail on the history of specific CDCUs, and 
to get a greater sense of the operational changes, and the relationship with 
examiners at different CDCUs.7 Three employees and two officers of the 
Federation were interviewed for background and to discuss their percep- 
tions of the changes occurring at the regulatory level during the period 
under study. One regional level official with the NCUA was interviewed 
particularly to discuss how training of examiners had altered, and to get a 
sense of their perceptions of changes arising at the federal level. Accounts 
of the institutional changes described have been augmented with sources 
from several credit union industry magazines and fieldnotes from numerous 
meetings during this period.8 

COMMUNITY DEVELOPMENT CREDIT UNION AUTONOMY 

The National Federation of Community Development Credit Unions 
was founded by a handful of low-income credit union managers and commu- 
nity development specialists during the upheaval of deregulation. Its mission 
was to provide technical assistance in organizing and operating CDCUs 
that seemed to be becoming nonviable. The Federation was intended to 
represent the interests of the CDCUs within their own field of peers. The 
main target of their efforts has been the NCUA that, as a federal regulating 
body, is part of the environment in which all CUs operate, but that also 
falls within the field of CUs because of its efforts, with the Credit Union 
National Association (CUNA), to preserve the regulatory advantages now 
under attack from the banking lobby. 

CDCUs in New York City are embedded within multiple levels of 
environmental influence. As community-directed organizations, they are 
judged by constituents and members according to socially defined norms 
and practices related to community development. As New York develop- 
ment institutions, they are embedded within a city-based exchange network. 

7Unless otherwise noted, all references to the comments and positions of CDCU managers 
come from these interviews. 

8Meetings drawn upon for this study included attendance at three annual meetings of the 
Federation; four meetings with NCUA regulators and funders sponsored by the Federation 
and hosted at the author's CU; attendance by the author at several Federation-sponsored 
training events; and attendance at the annual meetings of several other New York area 
CDCUs. 
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In formal terms, the credit union field is perceived by others as a national 
body with representation through the NCUA. The CDCUs in New York 
face conflicting environmental pressures from all of these sources-national 
regulation, local practice, and community needs. 

The creation of the Federation, by New York CDCU managers, can 
be interpreted as an organizational strategy for reconciling the inconsistent 
environmental pressures. The difference between local and national pres- 
sures has been somewhat offset by Federation attempts to place community 
development on the national agenda. The conflict between the needs of 
the CDCUs and the increasingly institutionalized relations between the 
credit union field and the banking and regulatory sectors have remained, 
until recently, poorly resolved. Through the Federation, CDCUs have at- 
tempted to define themselves as a subfield of the credit union field, free, 
within certain limits, to define their own unique standards and practices. 
After 20 years, recent changes in the field's environment at the national 
level have proven favorable to these efforts. These changes can best be 
understood in terms of the developing relationship between the field and 
the NCUA. 

All credit unions directly experience the regulatory power of the 
NCUA via the annual visits of the examiners who perform an exhaustive 
survey. Credit unions considered to be performing poorly are eligible for 
dissolution or merger with another credit union, a step the NCUA takes 
fairly frequently.9 The NCUA establishes different standards for soundness 
based on asset size, and most CDCUs fall in the category of "small" CUs, 
which have less than $5 million in assets. For examination purposes this 
has caused them to be compared-unfavorably-to credit unions that serve 
wealthier constituencies, even if they have similar asset sizes. 

Unrecognized within this method of classification are the unique diffi- 
culties faced by CDCUs that are directly connected to the low-income 
constituency they serve. First, CDCUs suffer from chronic undercapitaliza- 
tion when compared to mainstream credit unions. Since the assets of a 
credit union are the pooled together deposits of its members, the smaller 
resource base of a low-income credit union makes it much harder for them 
to achieve steady growth. Second, CDCUs must make their loans to an 
inherently high-risk population of borrowers. Delinquencies tend to be 

9The threat of merger is constantly in the mind of the manager and board of any underper- 
forming CDCU. During the term of this fieldwork, two New York area CDCUs were merged 
and several more experienced difficulties. The details and causes of these mergers were 
widely discussed by the New York community of CDCUs. The CDCU at which the author 
volunteered experienced losses and high delinquency during the recession of the early 1990s, 
which led to an NCUA-imposed "Letter of Understanding and Agreement" imposing strict 
lending conditions, and requiring monthly visits and discussions with the Board by the 
NCUA examiner. 
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higher among low-income people for obvious reasons, and low-income 
people are more likely to have damaged or nonexistent credit histories. 
With a smaller pool of loan applicants, CDCUs must either loosen their 
requirements, and risk higher delinquencies and sanctions from their exam- 
iners, or they must make fewer loans and lose the interest income from those 
loans, which will reinforce the problem of undercapitalization. Consistent 
operational difficulties are also mentioned by CDCU managers including 
poorly trained and overworked staff, and the difficulties of keeping up with 
the heavy reporting requirements and regulatory changes. CDCUs also are 
more likely to be without the advantage of a large sponsoring organization, 
such as a corporation or university, that would help underwrite their ex- 
penses. Two of the New York area CDCUs in this study had nonprofit 
sponsoring organizations that offered them assistance, but not of the order 
of magnitude enjoyed by credit unions with an industrial sponsor. 

From its inception, the Federation has campaigned for an institutional 
redefinition-that is, a new classification for "low-income" CUs-that rec- 
ognized the unique social functions that they performed by providing credit 
in low-income neighborhoods abandoned by conventional lenders. Without 
this recognition CDCUs were simply poorly performing CUs, and were far 
more likely to be merged or closed. In 1978, in response to Federation 
efforts, the NCUA did create a "low-income" designation that would allow 
certain CUs to accept "non-member deposits," that is, interest-free money 
from foundations or corporations that could be used to boost the capital 
reserves of low-income CUs. It also created its own revolving loan fund 
for the purpose of making these types of deposits. However, this was only 
an ephemeral victory for CDCUs since the low-income designation was 
notoriously difficult to obtain, and the NCUA revolving loan fund made 
almost no loans for over 10 years. The underlying conflict remained unre- 
solved. 

NCUA examiners were highly critical of the practices that CDCUs had 
evolved to cope with the demands of a low-income constituency. Lending to 
poor people is riskier and CDCUs do often have higher rates of loan 
delinquency. However, default rates for CDCUs are lower than at main- 
stream credit unions. (They have to be, since CDCUs lack the capital 
reserves to simply write off bad loans.) CDCUs have evolved risk manage- 
ment practices for lending to low-income working or public assistance 
recipients that are not practiced at mainstream credit unions because they 
are unnecessary and labor intensive. All the managers interviewed stressed 
that prospective borrowers should not be permitted to borrow above their 
means, and a CDCU manager may negotiate with a potential borrower 
through one, or several, counteroffers, until the loan amount is at a level 
consistent with the borrowers income and obligations. This policy impacts 
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on the operations of a CDCU by requiring that staff members spend a 
great deal of time explaining to the borrower the terms and obligations of 
the loan being sought.'" 

For public assistance recipients, CDCUs will fix very low monthly 
payments and request credit worthy cosignors. Many will require automatic 
deposit of the borrower's benefits, so that the monthly payment can be 
deducted automatically from one's account. That practice alone was cred- 
ited by two managers with ensuring a lower delinquency rate among public 
assistance recipients than among the larger population of borrowers. 
CDCUs must also maintain aggressive collections efforts and be willing to 
negotiate payment schedules and amounts with the borrowers. 

These innovations are unfamiliar and nearly irrelevant to an examiner 
arriving at a credit union to perform an annual audit. Credit unions that 
make a large number of loans to welfare recipients, a population that has 
no access to credit elsewhere, are cited for having a high-risk portfolio 
regardless of how well they may manage the loans. One fiscally sound 
CDCU (as rated by the NCUA), which had been established in the 1970s 
by a group of welfare recipients in the Bronx, was told by their examiner 
that they would never receive the highest NCUA rating because of their 
"underwriting practices." When the manager demonstrated that they main- 
tained complete documentation on each applicant and that their loans were 
well secured, the examiner replied that it was a matter of whom they lent 
to, referring to their high percentage of loans to welfare recipients. Thus, 
there is an unavoidable contradiction for CDCUs between serving their 
constituents and meeting NCUA standards for soundness. While meeting 
their formative goal of lending to low-income people, they necessarily incur 
higher levels of risk that mark them as "liabilities" in the overall field of 
credit unions. 

The Federation in its advocacy and data collection efforts has con- 
fronted the task of "educating" NCUA regulators as to the validity of the 
distinct social mission of CDCUs. It would neither be feasible nor desirable 
to make a case for a less rigid standard of regulation for CDCUs. Rather, 
Federation advocacy and materials have called attention to the ways in 
which NCUA regulations burden CDCUs by not recognizing their unique 
conditions and needs. By conducting studies of CDCUs and disseminating 

"The issue of staff time can become extraordinarily important at a CDCU. At the site of the 
author's fieldwork, closing or applying for a loan can take as long as two hours, including 
doing the forms by hand, explaining each article of the loan agreement in cases where the 
borrower is not comfortable reading in English, and answering questions from the borrower. 
Opening of accounts can take up to an hour, since CU staff members must explain not only 
what services are available, but the rights and responsibilities of membership throughout 
this period. 
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information on their lending demographics and practices they have built a 
case that CDCUs, with extra attention and resources, are able to operate 
as soundly as other CUs, and that their vital social function merits the extra 
investment. The development of a new relationship with the NCUA has 
been several decades in the making, and is still in process. The Federation 
worked steadily to increase the number of CDCUs, to reform regulations, 
to provide technical assistance to troubled CDCUs, and to make available 
more private and federal resources for CDCUs. Throughout the 1970s and 
1980s their success was limited; they achieved many isolated objectives, but 
were unable to significantly redefine their role. 

For CDCUs as a group, the period of greatest difficulty with the NCUA 
came after the savings & loan (S&L) collapse of the middle and late 1980s.11 
The S&L crisis engendered greater scrutiny for all financial institutions and 
increased the pressure on the NCUA to demonstrate the overall soundness 
of the CU sector. In fact, credit unions were in relatively good health since 
they are barred from speculative investments and could not participate 
in the financial excesses of the 1980s (Laing, 1990). The NCUSIF, when 
compared to the FDIC and the S&L insurance fund, was in pristine financial 
condition. Ironically, the very soundness of the NCUSIF became a political 
liability, since legislators casting around desperately for funds to throw into 
the S&L bailout began considering a merging of all the insurance funds, 
which would effectively finish the NCUA as an autonomous organization. 
The 1989 Financial Institution Recovery, Reform and Enforcement Act 
(FIRREA) also gave the NCUA broad new regulatory powers-consistent 
with the desire to calm public nervousness about the soundness of American 
financial institutions (Shawkey, 1991). All of this gave NCUA regulators 
at every level good incentive to regulate as strictly and zealously as possible. 
They had a mandate to show that the credit union industry was a tight 
operation, and the price of a failure to do so would be loss of their autonomy 
as an institution, and of the assets of the NCUSIF. 

The result was increasingly difficult relations between all credit unions 
and the NCUA, but the effect was far more dramatic for CDCUs (Credit 
Union Magazine, 1990). Those who had limped along with low ratings and 
without the resources or skill to correct their operating problems faced 
increased pressure to correct their problems under threat of termination. 
In 1989, the NCUA imposed a 20% cap on nonmember deposits for all 
low-income credit unions, curtailing one of the few NCUA-approved instru- 
ments that CDCUs had for boosting their capital base. The rationale for 

'1CDCU managers reported a greater degree of intransigence and conflict from NCUA manag- 
ers during their examinations. For example, several pointed out that they were suddenly 
cited for practices that had gone unremarked in previous years. Credit union trade publica- 
tions contain many references to greater difficulty with regulators. 
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limiting the use of these deposits was that they artificially propped up 
weaker CUs. When the executive director of the NFCDCU protested that 
this damaged the health of CDCUs, an NCUA official was reported as 
responding that "CDCUs cannot do any good if they have to close their 
doors because of insolvency." These conditions, combined with the eco- 
nomic recession of the early 1990s, were fatal for a good number of small 
credit unions. Between 1987 and 1991, the number of credit unions with 
assets under $5 million declined by 3840. The NCUA also declared an 
informal "freeze" on the chartering of new credit unions in low-income 
areas, thus frustrating work being done by the Federation to expand this 
form, and further blocking the opportunities to create an "alternative envi- 
ronment." For all intents and purposes, the NCUA made the "credit union" 
organizational form unavailable to communities seeking to promote grass- 
roots economic development. From 1987 when the S&L debacle began to 
receive widespread attention to 1993 when the furor began to die down, 
only 19 CDCUs were chartered nationwide, in comparison to the 57 that 
had been chartered from 1980 to 1986. 

The Federation maintained its efforts to sponsor and assist those groups 
that sought to charter new CDCUs. However, it main efforts during this 
period turned to strengthening the viability of existing CDCUs, as well as 
on collecting information and resources to "hold the line" against further 
CDCU collapses. The Federation began a marketing effort directed toward 
banks and private foundations outside the credit union sector in order to 
increase its capitalization funds. Many banks had not been aware of the 
existence of CDCUs, nor of the fact that contributions to CDCUs satisfied 
criteria for the Community Reinvestment Act (CRA), which encourages 
banks to invest in financially underserved areas. It also worked to create 
closer ties with CUNA, which during this time had taken up the issue of 
regulatory abuses on behalf of mainstream credit unions. The Federation 
joined with CUNA to disseminate its own information on the particularly 
adverse environment for CDCUs, which strengthened the overall campaign 
against NCUA stringency. 

The environment for CDCUs did not improve until the start of the 
Clinton administration. As part of his populist platform, Clinton drew 
attention to the impact on the inner city of the consolidation within the 
banking industry, and stressed the need for a program of economic develop- 
ment. One of his pledges was to establish 100 community development 
financial institutions (CDFIs) in economically distressed areas across the 
country. The broadly conceptualized field of CDFIs is composed of all 
types of financial institutions, such as banks, loan funds, venture capital 
funds, and credit unions, that are devoted to local development. The Federa- 
tion lost no time using this initiative to build greater recognition for CDCUs. 
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At the urging of urban Democrats, Congress convened hearings of the 
House Banking Subcommittee in early 1993 at which a Federation represen- 
tative testified as to the difficulties faced by CDCUs, advocating for an 
aggressive governmental capitalization program for low-income financial 
institutions, particularly their own. By linking the needs of the CDCU 
subfield with the agenda of the new administration, the Federation gained 
an institutional foothold that had previously eluded them. The move pro- 
vided a simple mechanism to carry out the mandate of the administration, 
thereby creating incentives for others to recognize and define the CDCU 
subfield as distinct from, though located within, the credit union field (Lan- 
phear, 1993; Shawkey, 1993a). 

Thus, the change in political environment that threatened the entire 
CU field was reinterpreted as an opportunity for the CDCUs. As hysteria 
over the S&L crisis abated, the NCUA suddenly had to field the perception 
that they were obstructive to community development efforts (Shawkey, 
1993b; Credit Union Executive, 1993), a perception that, if left unchecked, 
threatened the viability and independence of the entire credit union field. 
Credit unions were more susceptible than other financial institutions to 
this criticism because of their origins as grassroots institutions. The banking 
lobby, locked in competitive struggles with CUs, seized on the issue by 
questioning the social record of the credit union industry (Credit Union 
Magazine, 1991). They advocated for including CUs within the provisions 
of the Community Reinvestment Act, which would have drastically in- 
creased the regulatory burden on the CU industry. The Federation had the 
data with which to fend off this attack, but only to the extent that CDCUs 
were supported. Developing the opening that the Federation had handed 
them, the NCUA began to emphasize the role of the CDCUs in their midst 
(Lanphear, 1994; Shawkey, 1994). The NCUA's strategy was, in part, to 
use the Federation's long-standing education campaign to highlight the 
important community reinvestment practices of CDCUs, as though the 
entire "community" burden naturally rested on a small, underfunded seg- 
ment of the field. This strategy was also pursued by CUNA that, after years 
of ignoring the service and product needs of CDCUs, was forced to revise 
some of its offerings for this market. 

The realignment that followed came swiftly: in the first year of the 
Clinton administration the NCUA pledged to remove blocks to CDCU 
chartering, and to work constructively with CDCU organizers (Credit 
Union Magazine, 1993). An even greater institutional impetus in favor of 
CDCUs came in 1994 with the Clinton administration's appointment of 
a new NCUA chair, Norman D'Amours, who came with a history and 
understanding of smaller credit unions (Wolff, 1994a). The Federation 
greeted D'Amours with an agenda of action that included strengthening 
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the NCUA Office of Community Development, and discussions of how 
examiners could be made more useful to credit union management. Follow- 
ing these dialogues, examiners were encouraged to use more judgment and 
flexibility in assessing the innovations of CDCUs, and in some regions 
teams of examiners were trained on issues unique to small credit unions. 
The Federation itself conducted many of these training sessions. Among 
other advantages, this has enabled examiners and CDCU managers to 
develop a more positive relationship (Wolff, 1994b). 

The new climate has generated greater support for the major platforms 
of the Federation's campaign, including increased resources for CDCUs at 
the federal level, and has created a more constructive climate at the day-to- 
day operations level. The NCUA has allocated resources for management 
training for CDCUs, thus addressing the ongoing problem of poor staff 
training. The Federation has been able to expand its organizing capacity, 
adding a Church Credit Union Program, a Youth Credit Union Leadership 
Project, and a Latino Credit Union Network Project. It created an Ameri- 
corps VISTA Volunteer program with youth workers who can be sent to 
understaffed CDCUs and launched a Capitalization Program from which, 
as of 1995, 61 credit unions had received funds totaling $4.47 million. 
The membership of the Federation has grown to 130, and the potential 
membership has also grown, since the NCUA has agreed to removed obsta- 
cles for credit unions wishing to apply for a low-income designation. 

At the operational level strong anecdotal evidence reflects a true 
change in relations between examiners and CDCU management. All of 
the credit union personnel interviewed stressed that they now felt able to 
contact their examiners with questions and assistance with operational 
issues, for example, with the justification of bank statements. It is true that 
this closer contact can mean increased scrutiny since the examiner must 
make a report of the contact to the credit union's file, but on the whole it 
appears to be a positive source of support for credit union managers. 
Because CDCUs are defined as distinct, examiners now have latitude to 
assist credit unions experiencing difficulties. 

Greater communication has also led to greater awareness of other 
obstacles to community development within NCUA regulations. As of this 
writing, a group of New York City based CDCUs organized through the 
Federation have written to the NCUA for relief from a regulation prohib- 
iting real estate lending to non-natural entities (as opposed to lending to 
individuals). At issue for these credit unions was that the regulation effec- 
tively prohibited them from lending to low-income housing co-ops that 
had been created through New York City's tenant management programs. 
Written entirely with the assumption of a suburban, single-family real estate 
market, NCUA regulations forbid "speculative" loans to multiunit dwell- 
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ings. This has hampered urban CDCUs wishing to take part in integrated 
community development plans that promote affordable housing in tandem 
with economic development. The NCUA has agreed to examine the regula- 
tion with the needs of low-income urban credit unions in mind, but a 
resolution is still far away. 

It should be noted that this process has involved changes for CDCUs 
in the way they approach community development. For one thing, there 
is no guarantee that the current relationship will endure. There is some 
concern within the Federation that the hasty or ill-considered chartering 
of new CDCUs in areas that can not actually support them could result in 
an increase in failures. This in turn could renew suspicions about the sound- 
ness of these institutions. Gaining legitimacy for the CDCU subfield has 
required the Federation to more formally define the organizational forms 
and practices of a legitimate CDCU and to disseminate these practices in 
its role as a resource gatekeeper for the CDCU movement. Through its 
technical assistance initiatives, and as a conduit for private and federal 
funds, the Federation has a hand in guiding the development of CDCUs 
throughout the United States. The Federation now encourages community 
groups wishing to start a credit union to begin life extremely well capitalized, 
and with a strong sponsoring organization in place that will help it through 
the difficult first years. 

ORGANIZATIONAL FIELDS AND RELATIVE AUTONOMY 

The case of CDCUs demonstrates how these community-directed orga- 
nizations, caught between a social mission and forcefully applied isomorphic 
pressure, met both through a process of boundary redefinition. The CDCU 
subfield began as a not-at-all autonomous collection of agencies within a 
well-defined field. The key institutionally recognized interaction was the 
relationship between the field of credit unions and its environment, repre- 
sented by the banking and regulatory sector. The boundary around the 
field was defined and named by the National Credit Union Administration, 
which thereby functioned as the point of interaction between all entities 
defined as federal credit unions (i.e., within the field) and the environment 
(beyond the field). Within this framework, frequent conflicts of escalating 
significance arose from the perception of CDCUs simply as "small" or 
underperforming CUs. These conflicts were rooted in an inability on the 
part of the NCUA to understand the unique structural difficulties faced by 
CDCUs as they pursued the goal of community-based reinvestment in the 
postderegulation era. In fact, for at least one period, low-income CUs were 
defined as a threat to the health of the entire CU system. And while the 
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conflict between internal and external pressures can be seen acting on all 
of the organizational participants throughout the period under study, only 
the organizational form of the CDCUs, because of these differences, came 
under immediate threat. 

Experientially, the field/environment relations were more complex. 
The CDCUs defined themselves as a unique entity, bounded by the National 
Federation of Community Development Credit Unions, whose immediate 
environment was not the banking sector but the credit union field. The 
goal of the Federation was to extract resources and regulatory concessions 
needed to secure the viability of CDCUs as an organizational form. Seeking 
recognition from the NCUA, the Federation presented itself as an embed- 
ded structure within the NCUA's domain, not as a peer, and not as a 
challenger. The mediating organizational shift meant that CDCUs were no 
longer strictly answerable to the normative pressures of the surrounding 
field, although they remained accountable to the same regulatory statutes. 
In other words, CDCUs neither sought autonomy from the regulatory 
power of the NCUA, nor sought to convince the credit union field to accept 
their organizational form as a valid one for all credit unions. They merely 
attempted to create a new space within the existing field in which the 
needs of their constituency could be better defined and served. This was a 
declaration not of independence, but of relative autonomy. By organizing 
their practices and goals around a unique set of goals, the CDCU subfield 
deliberately defined an organizational form that deviated from the estab- 
lished forms of their field. The structural change immediately gave rise to 
dramatic changes at the operational level, including new standards for 
the collection of "peer group" statistics and improved relations between 
examiners and CDCUs. 

CDCUs entered into a new relationship with the credit union field in 
which the NCUA could claim to support community development, without 
changing any of their established practices, simply by supporting the Federa- 
tion. The most significant aspect of this new interaction was that it gave 
institutional recognition to the Federation as an independent organizational 
actor. This semantic change established the CDCUs as an independent 
subfield operating within the domain of the credit union regulatory mech- 
anism. 

The formal recognition of the subfield as a distinct entity changed 
the nature of the relationship between the CDCUs and the NCUA. The 
Federation, which had traditionally held the role of outside advocate, be- 
came part of the examiners' training process. Furthermore, its role in the 
system was to introduce and formally establish an understanding of the 
special interests of its subfield, the very issue that had previously defined 
the conflict between the two. The new conditions not only relaxed the day- 
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to-day conflict, but also led to a reexamination of regulatory practices as 
applied to the subfield, favoring the CDCU practices over the noncommu- 
nity development credit unions. Yet, no structural change or redistribution 
of formal authority occurred. The generative event was simply an act of rec- 
ognition. 

The nature of the relationship between the organizations in the subfield 
and the organizations in their environment changed substantially, but the 
subfield neither gave up its constitutive form, as institutional theories would 
predict, nor did it "relocate" into a less competitive niche, as population 
ecology theories would lead one to expect (Hannan, 1988; Baum and Singh, 
1996). The change did not remove the CDCUs from the direct influence 
of the NCUA, as a move toward independence would have. Nor was the 
NCUA forced to validate the CDCUs' practices as acceptable for all credit 
unions. The NCUA, in recognizing the Federation's claim that CDCUs were 
distinct, actually buffered itself from the legitimacy challenges otherwise 
implicit in the presence of an alternative organizational form. The success 
of the Federation's advocacy efforts created a "barrier" between the 
CDCUs and their larger environment, using the newly defined relationship 
between the subfield and the field as a mediating presence. The mediating 
process is not antithetical to either ecological or institutional theories, but 
it requires an expanded conception of "the environment." 

CONCLUDING THOUGHTS 

This case study does not so much contradict the prior work on which 
we draw as it calls into question that literature's focus on external determi- 
nacy and resistence. The familiar external forces exist, but, within certain 
constraints, they leave a lot of room for negotiation. From the perspective 
of institutional theories, the CDCUs within the CU field had implicitly 
challenged the legitimacy of the demands made on them through the regula- 
tory apparatus of the field. Redefined as a subfield of the credit union 
domain, the CDCUs were able to achieve a greater distance from these 
demands without actually refuting them. Certainly, as a result of this process 
CDCUs have been forced to adopt an agenda that to some extent validates 
the original regulatory standards. Yet they are still able to promote the 
internally defined interests of the CDCUs, and thereby alter the manner 
in which CDCUs experienced the regulations. The institutionally defined 
practices were validated and subverted at the same time. 

As with Minkoff's activist organizations, CDCUs had found themselves 
environmentally "de-selected" through the institutional practices prevailing 
in the credit union sector as a whole. The community activists who founded 
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CDCUs as credit unions did so because it was a readily available organiza- 
tional form that would meet their goal of providing credit for residents of 
capital-starved urban neighborhoods. Yet their commitment to lending in 
economically depressed areas marks them as outliers in a field that judges 
viability only through tightly bounded fiscal standards. Thus, CDCUs face 
a variety of pressures as members of a defined field of action in which the 
needs and goals of their constituencies contrasted with their defined roles 
within their fields. Conformity to the standards of soundness for the CU 
field was all very well if it referred to meeting operational standards, but 
completely unworkable if it meant refusing to lend to poor people. The 
solution that developed for the credit unions entailed the definition of an 
organizational subfield with distinct norms and practices. The technique 
was essentially semantic, but it changed the working definitions of the 
boundaries between collections of organizations and their environment. 
The organizations redefined their role in the larger field by becoming part 
of a new peer group. Both symbolic and structural incentives to conform 
to the institutional norms and practices were offset. Ultimately, although 
both the subfield groups and the environmental agencies maintained the 
same forms and practices that had been at the heart of the ongoing conflicts, 
the new relations alleviated the original sense of threat. 

A few caveats are in order before we attempt to generalize our findings. 
The organizational subfield did not create the conditions that improved 
their viability. Throughout the identity negotiation process, they remained 
dependent upon organizational actors in their environment. The Federa- 
tion, very far into its campaign for survival, had to wait for a positive 
environmental opportunity. Yet the subfield actors protected their interests 
and their position through a series of crises until that opportunity arose. The 
institutionalization of the CDCUs' new relationship with their environment 
would not have occurred without the federal CDFI initiative and some 
number of sympathetic administrators working to bring it about. As we 
have argued, however, the new relationship was a significant innovation, 
constructed by the Federation and offered to the environmental actors, 
with whom the Federation had developed a long-standing relationship, at 
a time when it could serve their interests. That the state and the banking 
industry had a use for the CDCU subfield should not, according to institu- 
tional theories, have been enough to protect the viability of an organiza- 
tional form that contradicted the values and premises of the larger institu- 
tional environment. It likely would have been enough to allow the 
organizations to continue to function, but not to function as they choose. 
The Federation provided the framework for a new interorganizational 
relationship. There is no evidence, in our study or in prior work with which 
we are familiar, that such a mutually beneficial arrangement as we have 
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described could have been brought about in the absence of an extended 
campaign for recognition on the part of the CDCUs. 

As Neil Fligstein succinctly observed, "Managers' actions are highly 
constrained; they tend to go with what has worked in the immediate past 
or with the conventional wisdom guiding their organizational fields. When 
they innovate, it is to gain, preserve, or recover an advantage in some 
organizational field" (1990:303). The NCUA could accept an innovative 
solution offered to them by other actors within the field, but it could not 
have originated the plan. On the other hand, subfield organizations can 
negotiate the relationships between themselves and their environments, 
but they do not control the conditions under which the negotiation 
occurs. 

Can others repeat the trick? The literature on organizational theory 
bodes poorly for community groups and collective actors (Marwell and Oli- 
ver, 1984). Population ecology studies almost exclusively reproduce the most 
stringent implications of resource mobilization theory: only the largest, most 
formally organized community groups with the best connections can survive 
in a competitive domain (Jenkins and Perrow, 1977). Institutional theories, 
meanwhile, have greatly enhanced our understanding of cooptation (Mor- 
gen, 1986; Selznick, 1949), though they do not provide a means to avoid it. 
Collectivist organizations have popularized collectivist-democracy as a valid 
organizational form, but by retaining their "challenger" identities they lose, 
at the very least, favorable access to bank loans and outside grants (Morgen, 
1986). Institutional interpretations suggest that one cannot challenge an en- 
trenched bureaucracy without becoming an entrenched bureaucracy. Orga- 
nizationally speaking, you can't fight City Hall. 

Our case study suggests otherwise. In the conflict between established 
institutions and challenger organizations, the fight does not have to be to 
the death. CDCUs are no longer a social movement, but as community- 
directed organizations, they share many of the same types of conflicts by 
which relations between a community movement and its environment are 
defined. CDCUs have long since been institutionalized, yet they have not 
only retained their social function, but have reasserted the independence 
of their organizational form. The technique we have described, that of side- 
stepping isomorphic pressures by building subfield barriers, addresses the 
nature of institutional pressures in the general case. The strategy depends 
on some external opportunities, but it is not in any way confined to the 
unique functioning of this field of action. Any subset of organizations, 
linked by a shared attachment to their own organizational forms and prac- 
tices, must look for opportunities to defend their organizational identities 
against the interests, or even habits, of their environments, or risk 
extinction. 
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This case study has demonstrated the nature of the organization/envi- 
ronment clash among CDCUs embedded within the credit union field. Our 
study suggests that institutional challengers, whether innovators, special 
interest groups, or social movement organizations, need to remain organiza- 
tionally distinct from institutional participants in order to avoid cooptation 
and other forms of environmental deselection. At the same time, however, 
the challengers must maintain some relationship with the mainstream parti- 
cipants in order to avoid total isolation, another process toward deselection. 
If challengers are willing to negotiate with mainstream institutions, and the 
institutions are willing to negotiate with them, it is possible to find a place 
for alternative forms within the existing system. Tied too closely together, 
the two forms of organization can be drawn into competitive interactions. 
Distinct, the two can potentially be of use to one another, each one filling 
in gaps left by the other to the benefit of the entire organizational field. 
The difference in approaches is the distinction between competition and 
division of labor. Clearly there has always been a role for both institutional 
and extrainstitutional organizing. But it has not been clear that there can 
also be organizational space for both together. 
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