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Abstract
An overview of the banking sector reveals a variety of financial institutions, some of which are
structured to give customers (rather than shareholders) some degree of ownership and control.
One of these is the mutual bank. This thesis investigates how the mutual bank can contribute to
“transformative community development”—advancing solidarity and agency while leveraging
local capital and anchoring it in democratic institutions. To investigate this question, the author
constructed a case study of Lee Bank, a mutual bank in Berkshire County, Massachusetts, using
data gathered through interviews. Findings show that mutual banks have retained the local
decision-making power that allows leadership to pursue long-term strategies such as wealthbuilding benefits for bank employees. Mutual banks could further contribute to transformative
community development by enhancing the democratic elements that exist in the mutual model
and more pro-actively seeking opportunities to support regional solidarity economy businesses
and community wealth building initiatives.
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Chapter 1. Introduction
In 2016, the top five biggest banks in the United States owned 46.58% of all commercial banking
assets in the country (World Bank 2018). All five1 are all publicly traded companies, which
means that profits go to shareholders.

This concentration, far from being natural or eternal, is the product of policy and politics. A look
at the history of banking in this county shows that the banking industry has always occupied an
extremely contested space, undergoing radical transformations that have redefined the structure,
size, character, purpose, and practices of the financial institutions that Americans interact with in
their day-to-day life. Why do these changes matter?

In a paper prepared for Erik Olin Wright’s Real Utopia program at the American Sociological
Association Meeting in August 2012, author Fred Block notes that “debt and access to finance
operates as a powerful disciplinary mechanism,” both at the individual and state level (Block
2014). Because banks control debt and access to finance, they become critical “gatekeepers” that
influence how we can develop our economic lives individually and collectively. Not only do
these banks get to determine the terms and conditions under which people can access credit, but
they also can set the price and earn a profit from the common need for financial services.

Although mega banks might dominate our consciousness, they are only a few institutions among
many. In fact, there are far more financial firms in the United States than there are in many other

1

As of February 21, 2018, the largest five banks in the U.S. were JPMorgan Chase, Bank of America, Wells Fargo,
Citigroup, and Goldman Sachs. (“The 15 Largest Banks In America | Bankrate” n.d.)
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developed countries.2 In addition, there is considerable variety in the corporate forms that
financial institutions take. This variety includes differences in how the financial institutions are
owned, governed, and taxed. For example, credit unions—which numbered 5,436 in 2018
(Office of Public and Congressional Affairs 2018)—are tax-exempt and owned by their
depositors, who also each have the right to vote for the board of directors. Meanwhile,
cooperative banks are also owned by their depositors, who also each have the right to vote for the
board, but these institutions are not tax-exempt. Shareholder-owned banks, on the other hand, are
owned and governed by their shareholders, who are not necessarily users of the bank’s services,
and these banks are taxed.

Amidst this diversity is the peculiar form that will be the focal point for this thesis: the mutual
bank. Mutual banks are subject to taxes and owned by their depositors, but only a small subset of
depositors have voting rights. Thanks to their structure and historical forces, they are an
important presence in the community banking landscape and are particularly prevalent in New
England (“2018 American Bankers Association Mutual Survey” 2018). Community banks,
including mutuals, are credited with community-embedded leadership, locally informed
decision-making (Teckchandani 2016), and relationship lending (Tolbert et al. 2014).
Historically, they have served as institutions that anchor financial capital within rural
communities, bolstering the “multiplier effect.” 3

2

For example, there were 5,600 commercial banks in the U.S. in 2014. Meanwhile, Canada counted only 30, the
U.K. had fewer than 100, and Germany had fewer than 300, (Teckchandani 2016).
3 The multiplier effect refers to the advantages gained when a dollar circulates within a local economy multiple
times, supporting multiple businesses, individuals, and the tax base along the way (Flora, Flora, and Gasteyer 2016).

2

Even though mutual banks have a strong reputation for safety and soundness (they fared better
during the recent crisis than did many other types of banks), they are still under pressure to
compete and perform in the same environment as shareholder-owned banks, which focus on
growth and profitability. Since the deregulation of the financial sector that started in the mid1970s, many mutual banks have chosen to demutualize and become shareholder-owned banks.
Others have adapted to the changing conditions and continued their commitment to mutuality.
Nevertheless, the number of mutual banks continues to decline: there were 520 mutual banks in
2017 and 494 in 2018 (“2018 American Bankers Association Mutual Survey” 2018).

This time of uncertainty for mutual banks could also be an opportunity to redefine themselves or
adapt to better serve the needs of today’s communities. In the past two decades, an emerging
field of scholars and practitioners of community development have been investigating methods
and models for building “community wealth.” This search has been driven by a feeling of
urgency in this moment of astronomical wealth inequality; community wealth building is a
concept and political project that positions itself in opposition to the idea that simply helping
individuals build their own wealth will sufficiently address growing inequality.

As framed by Dubb in a 2016 essay, community wealth building is an economic development
strategy that aims to 1) leverage existing flows of dollars in a place and 2) anchor the wealth
created using democratically governed institutions (Dubb 2016a; Gordon Nembhard 2014).
Beyond what it does, community wealth building is also defined by what it doesn’t do, which is
to use tax incentives to attract business investment in a region.

3

In its focus on democratic control of money, assets, and institutions, community wealth building
is closely aligned with the concept of transformative and democratic community development as
described by Loh and Shear. Referencing Bhattacharyya (2004), Loh and Shear explain that the
core goals of transformative and democratic community development are to create “solidarity”
and to foment “agency,” (Loh and Shear 2015). They point to a new discursive space that has
opened up as communities and governments have felt the unpleasant effects of global capitalism,
which clearly curtails solidarity and agency. Loh and Shear argue that this newly opened space
has allowed the emergence of “new desires, possibilities, and practices for a more democratic
and transformative community development.” They call this movement the Solidarity Economy.

I hypothesize that a similar space for new desires, possibilities, and practices has opened in the
banking sector after the financial crash of 2009. With histories and structures that tie them to
their regions and with experience navigating market forces and policies that are not designed for
them, it is possible that mutual banks are particularly well suited to stepping into this opening.
This thesis investigates how mutual banks can be a part of the movement to build a different kind
of wealth, wealth that is community-controlled and more equitably distributed. While this
investigation focuses on the specific case of Lee Bank, a mutual bank in Berkshire County,
Massachusetts, the conclusions and recommendations offered in the final two chapters suggest
that other mutual banks, as well, might hold as-of-yet unrealized promise to consciously
contribute to community wealth building.

4

2. Methods
a. Motivations
This research project grew out of my own involvement in community economic development in
the Berkshire region of Massachusetts, where between 2012 and 2017 I was the liaison between
BerkShares, Inc. and the five banks that had signed on as partners in the BerkShares local
currency program. In that work, I began to use the term “community wealth building” to try to
characterize the kind of community development that BerkShares, Inc. was interested in
furthering. I also learned a lot about community banking and began to form strong relationships
with bankers in the region. As a result of this relationship-building and my work with
BerkShares, Inc., I was asked in 2017 by CEO Chuck Leach and Chair of the Board Dave Bruce
of Lee Bank, to serve as a “corporator” for Lee Bank’s Mutual Holding Company.

This thesis has been shaped by three central forces: 1) my interest in advancing community
economic development that transforms the underlying economic structures that create inequality
and environmental destruction, 2) an interest in further understanding and developing the
concept of “community wealth building” as part of a larger movement for this kind of
“transformative” community development, and 3) an urge and an opportunity to be an active
thought partner with Lee Bank as it considers how to be true to its history and remain a positive
force in Berkshire County. Overall, this thesis is also inspired by my curiosity about how
existing institutions such as Lee Bank might become a part of a movement for transformative
community development. My curiosity, combined with encouragement from CEO Chuck Leach,
drove the development of the following specific research questions.

5

b. Research questions
Primary research question:
How can Lee Bank, a rural community bank structured as a mutual, be a part of the burgeoning
solidarity economy movement to build “community wealth?”

Sub-questions:
1. What practices and strategies are Lee Bank currently employing that align with community
wealth building?
2. What practices are other banks or financial institutions employing that allow them to act as
agents of community wealth building?
3. What are the opportunities for adopting new structures, strategies, and practices that would
further Lee Bank’s ability to act as an agent of community wealth building?

c. Methods overview
To answer these research questions, I determined that a singular case study grounded in a multipart literature review and augmented by two key informant interviews would be the most
appropriate method. In order to build a foundational understanding of the banking sector, the
literature review is preceded by an overview of the history of banking. A synthesis of the
literature on community wealth building and transformative community development is followed
by an overview of existing literature on the role of banks in community development, with
emphases on rural contexts, member-owned financial institutions, and the emerging movement
of values-based banks.

6

A case study of Lee Bank—informed by a reading of the institution’s organizational materials,
and a series of semi-structured interviews with eight employees, board members, and
corporators—is at the center of this thesis. This case study was furthered by “key informant”
interviews with the CEO of a values-based financial institution in Vermont and the President of
the Berkshire Taconic Community Foundation, who were chosen for their ability to offer
perspective on the role of banks in community development.

In discussing interviews as a source for case study information, Yin describes a spectrum from
“respondent” to “informant.” He says that respondents are asked for the facts of a matter and
their opinions on events, but posits that the more the researcher asks a respondent to “propose his
or her own insights into certain occurrences,” the more that respondent becomes an “informant.”
He says that the propositions offered by informants can “become the basis for further inquiry,”
and that key informants “are often critical to the success of a case study” (Yin 1994: 84).

I analyzed the findings from the case study against the key elements of community wealth
building and transformative community development, and with added input from the learnings
drawn from the key informant interviews. I sought to draw conclusions that could inform Lee
Bank’s practices and strategies going forward and that might have implications for other similar
banks and people interested in expanding the community wealth building movement.

d. History of Banking and Literature Review
The history of banking section is meant to situate the case study of Lee Bank in a historical
context. Founded in 1852, Lee Bank has itself been shaped by the broad legal and economic

7

trends laid out in Chapter 3. This section seeks to provide a clear typology of financial
institutions in the United States, with a focus on the mutual form.

Yin (1994: 13) finds that a case study inquiry “benefits from the prior development of theoretical
propositions to guide data collection and analysis.” This is the purpose of Chapter 4, which
focuses first on the concepts of community development, transformative community
development, and community wealth building. The synthesis of this literature allowed me to
distill the key elements of “community wealth building” and informed the interview questions I
asked my interviewees, especially the questions about Lee Bank’s purpose and regional
challenges and opportunities. The second section of the literature review provides an overview of
the principle ways that financial institutions are viewed in community development literature,
including in rural economic development. The third section of the literature review provides a
brief exploration of how “member-owned” corporate forms might be particularly well-suited to
community development. Finally, the last section introduces literature on “ethical” or “valuesbased” banks, and some of their defining features. These last three sections of the literature
review also helped to inform my interview questions, especially the questions about “relationship
lending,” Lee Bank’s relationship to low- and moderate-income customers, its approach to social
and environmental issues, and its employment practices.

Values-based banking was included in this literature review as a potential source for new ideas
or insights that Lee Bank might incorporate into its practices or strategies. To add more detail to
what the literature could provide, I conducted a semi-structured “key informant” interview with

8

the CEO of VSECU, a credit union in Vermont that is part of the Global Alliance for Banking on
Values (GABV), a group of values-based financial institutions from around the world.

e. Case Study
i. Why a case study?
The choice of a case study as my central methodology was informed by two main elements: the
type of inquiry I wanted to conduct and the type of evidence to which I anticipated having
access. The nature of the case study I undertook is partially descriptive and partially exploratory.
I wanted to describe in detail Lee Bank’s purpose, practices and strategies in order to more
fruitfully explore how these align—or fail to align—with community wealth building.

Yin’s classic definition of a case study is “an empirical inquiry that investigates a contemporary
phenomenon within its real-life context, especially when the boundaries between phenomenon
and context are not clearly evident” (Yin 1994: 13). According to Yin, the case study method is
appropriate when the researcher cannot or does not want to divorce a phenomenon from its
context. My research is driven by my interest in one particular bank and its current, real-life
practices and strategies within the existing context. Because mutual banks have not been viewed
through a community wealth building lens before, I was not sure what phenomenon exactly
defined community wealth building in a mutual banking context. Therefore, I chose a
methodology that would allow me to consider contextual conditions and multiple variables,
without preconceived notions of what I would find.

9

Another reason that a case study was the most appropriate methodology for this project is that
the primary research question is a “how” question, and the sub-questions are “what” questions of
an exploratory nature. Yin (1994: 6, 7) argues that “what” questions can be answered with many
different types of research strategies, but that “how” questions lend themselves to the case study
strategy. In fact, according to “Relevant Situations for Different Research Strategies” chart
included in Yin’s book, the case study is the only appropriate strategy when a “how” research
question focuses on contemporary events over which the research does have control (6). This is
precisely the situation in which I have conducted this research.

ii. Why this case?
I chose to do a singular case study, rather than a study of multiple cases, because I knew that—
thanks to my pre-existing relationships and conversations with Lee Bank management—I would
be granted exceptional access to stakeholders and corporate records such as the bank’s charter
and the corporation’s bylaws. Because I did not have such strong relationships at any other bank,
I could not be assured of such excellent access and cooperation anywhere else. These factors and
the compressed timeframe of a one-semester research project led me to narrow the scope of my
research to a singular case study. Beyond these considerations I had also observed that, of the
five banks that participated in the BerkShares program, Lee Bank as an organization was
especially open to thinking creatively.

10

iii. Data Collection and Interviewee Selection
As Yin (1994) points out, one of the benefits of the case study method is its capacity to include
multiple types of evidence. For the case study of Lee Bank, I relied on the following three types
of evidence: background documents, semi-structured interviews, and observations.

For background documents I relied on Lee Bank’s website, newspaper articles published about
key moments in the bank’s recent history, and corporate documents including the bank’s charter,
Berkshire Financial Services, Inc.’s bylaws, a list of the bank’s corporators, and Lee Bank’s
1991 plan for reorganization as a mutual holding company. These corporate documents were all
provided to me by the secretary of the corporation, Susie Brown, who is also the Senior Vice
President for Administration and Human Resources and was later an interviewee. For certain
points about corporate structure I emailed Susie Brown for clarification.

60-minute semi-structured interviews with individuals associated with Lee Bank by employment
or as members of the corporation provided the bulk of the evidence I collected for this research
project. I chose interview subjects based on two main criteria, their likely knowledge about the
purpose, strategies, and practices of Lee Bank, and their position within the bank. I wanted to
speak to people who were prepared to have a broad discussion about many different aspects of
the bank’s operations. At the same time, I wanted to make sure I interviewed people who had
different vantage points, based on their role with the bank. My choice of interview subjects was
informed by my own familiarity with Lee Bank, as well as suggestions from Susie Brown.
Following is a table that shows the stakeholders I interviewed, as well as their position in relation
to Lee Bank.
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Table 1:Lee Bank stakeholders / interviewees

Senior management
- Chuck Leach, CEO
- Wendy Healy, SVP Marketing & Retail
- Susie Brown, SVP HR & Administration
- Trad Campbell, SVP, Treasurer
Board of trustees
- Dave Bruce, Chair of the Board

Employees
- Chris Kinne, Commercial Lender
- Brandy McKie, Area manager

Corporators
- Dan Holmes, corporator (also on board &
member of governance & audit committees)

The interview protocol was primarily structured to help answer sub-questions 1 and 3. I
developed the interview protocol based on the themes and concepts that arose in the literature
review. I also used the Inclusive Economy Metric Set developed by B Lab for reference, which
prompted me to ask questions about how Lee Bank incorporates social and environmental issues
into its business. These interviews were supplemented by my observations at the April 2, 2019
Annual Meeting, which I attended as both a corporator and a researcher.

In addition to the Lee Bank-focused data that I collected, I also conducted two “key informant”
interviews to provide more perspective on the case. These “key informants” were Peter Taylor,
the President of Berkshire Taconic Community Foundation, and Rob Miller, the CEO of
VSECU, a credit union and values-based financial institution in Vermont. I chose to interview
Peter Taylor because I knew he was familiar with both the concept of community wealth
building and the Berkshire-specific context in which Lee Bank operates. I chose to interview
Rob Miller because VSECU is one of only a few GABV members in the United States, and
because it operates in a rural context similar to Lee Bank’s. In addition, I met Rob Miller at the
GABV’s 2018 Annual Meeting and knew that he was open to being interviewed.
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These two “key informant” interviews, especially the one with Peter Taylor, were more openended than the interviews with the Lee Bank stakeholders. They were intended to provide
outside perspectives on Lee Bank’s role, and to generate additional ideas about how Lee Bank
might contribute to community wealth building.

f. Analysis
The first level of analysis was to condense the notes I took in the interviews into an “Interview
Data Spreadsheet” that organized responses according to respondent and the theme or question
they were speaking about. The table below gives an abbreviated example of what this chart
looked like.
Table 2: Sample Interview Data Spreadsheet

Q
Work
of banks

Berkshire
challenges

Name 1
Mechanism for
saving and
borrowing.
Like a utility.
- Inequality
- aging population
- opioids
- lack of diversity

Name 2
driving econ opp
thru growth &
expansion

Name 3
intermediary btwn
excess & need.

Name 4
Can’t run without
banks

- population
decline
- lack of industry

- lack of job
creation for
younger people

Middle-high-paying
jobs

This process allowed me to identify the themes that then formed the skeleton of the Chapters 5
and 6. Most of these themes were directly related to questions in the interview protocol. A
further level of analysis emerged through this categorization, which allowed connections to be
made to the themes and concepts present in the literature review. These connections and
reflections on them are presented in Chapter 7 and Chapter 8.
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g. Participatory research
Although I am interested in the potential for mutual banks to be a part of a larger movement for
community wealth building, my first interest for this project is to be a thought partner for Lee
Bank, specifically. My relationship with Lee Bank opens up the possibility that Lee Bank might
consider my recommendations more seriously than any other bank might. The methods of
transformative community development, according to Bhattacharyya (2004), are “self-help,”
“felt needs,” and “participation.” All of the Lee Bank stakeholders, plus one of the key
informants that I interviewed, are residents of the community in which Lee Bank operates.
Therefore, I designed my research with an eye toward including my interviewees in the
exploration. Semi-structured interviews allowed room for me to engage in unforeseen
conversation and reflection with the interviewees. This degree of freedom meant there was more
of a possibility that the learning could go both directions; I would learn from my interviewees
and my interviewees might have the chance to learn from me or reflect on a topic that they had
never been prompted to think about before.

Although this strategy did not form the backbone of my research methodology, I did try to create
a research project that would encourage 1) participation by the interviewees in the identification
of felt needs for community development in the Berkshires and 2) collaborative thinking about
how to move towards “self-help” solutions to those problems, focusing on Lee Bank as a
potentially important agent for change. I wanted to avoid the situation Bhattacharyya describes
here: “Thus, the agency-generating powers of defining the problems, explaining their causes, and
proposing remedies are denied to the respondents. There is no dialogue; the ownership of the
problem slips away from the people to the [community] developer.” (Bhattacharyya 2004: 20).
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Chapter 3. A brief history of banking
Money in the Western world is a legal institution, a means of packaging value that
depends on a set of opportunities and obligations defined by the polity. That process is an
ongoing one, one that affects the way people relate to each other and to the larger
community. In that sense, the process of making money involves people both as
individuals and as a collective. It serves both private and public purposes. Like any other
mode of governance, it can be structured in ways democratic or dictatorial. For good or
ill, it is designed by those using it. Likewise it is susceptible to redesign that changes the
way it circulates and the exchange it enables. (Desan, 2016 : 21)
In the simplest terms, banks are businesses that accept deposits and make loans and that are run
for the profit of their stockholders and/or customers (Wright & Sylla, 2015). As issuers of
currency, repositories for savings, and gatekeepers to credit, however, banks are located at the
crux of many of the same issues and powers that Desan (2016) has ascribed to money. Like
money, banks respond to needs and opportunities both public and private. Like money, banks
can be governed in ways democratic or dictatorial. Like money, banks have been redesigned in
ways that change their function and activities, thereby (re)shaping possibilities—both collective
and individual—to access credit, save money, and build wealth.

Banking as we know it today took shape in the 18th Century in England and Scotland (Desan
2019b). The establishment of the Bank of England in 1694 (Paterson 1694) was a watershed
moment in the history of money, banking, and economic development. It was the world’s first
modern central bank, and its innovation of paper bank notes backed by public debt fueled
England’s global economic dominance for more than two centuries. Before this, sovereign
governments and private individuals alike were bound by the scarcity of silver and gold specie,
the kind of money that dominated in medieval Europe. In the new system, a small amount of
silver or gold could anchor a much larger amount of paper currency, which was given legitimacy
by the government’s willingness to accept it for taxes (Desan 2014).
15

Soon, those with capital to spare (such as wealthy merchants) started to copy the Bank of
England model and founded commercial banks that could issue money in return for promises of
productivity. They did this by issuing bank notes or cash accounts to businesses, thereby taking
on a role—commercial lending—that they continue today (Desan 2019b).

a. Banking fuels economic expansion
These new public and private institutions for issuing currency resulted in a huge increase in the
money supply—in paper currency and eventually bank deposits—over the course of the 18th
Century. Coupled with the (very much interrelated) development of capital markets, this
unleashing of the money supply allowed dramatically expanded investment in private enterprise,
both domestically in England and abroad in colonial extractive enterprises (Desan 2019c; North
and Weingast 1989; Carlos et al. 2013).

Adam Smith, for one, extolled the virtues of this new system, pointing out that it allowed capital
to be “more active and productive than would otherwise be so,” thereby “increasing the industry
of the country” (Smith 1776: 131). Because commercial banks all across the country were
allowed to expand the money supply in response to local demand for capital, the economy could
develop in a decentralized way, maximizing the advantage of local knowledge and expertise, and
harnessing the bankers’ own profit motives to encourage wise lending. The economy also
became less reliant on the government to regulate the money supply (Desan 2019c). Desan
(2019b) argues that the money-generating nature of the new system was so powerful that it was
very likely responsible for the advent of the Industrial Revolution. Embedded in this system from
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the very beginning, however, were some dangers and tradeoffs that continue to haunt the
financial sector to this day.

b. The tradeoffs
First, whereas medieval systems of minting money gave the sovereign extensive control, with
little role for private interests, 4 the modern system of central banks and commercial banks
effectively delegated the sovereign’s monopoly on money creation to a group of wealthy private
investors (Desan 2014). At the same time, the long-standing (if long-debated) prohibition against
usury was breaking down in this new system; it became generally acceptable to charge interest
for the use of money being loaned, although governments still often regulated interest rates in
order to protect the poor (Jones 2008). Together, these factors meant that private individuals
were allowed to profit from money creation through banking. This shift also marks the beginning
of an emphasis on investor’s rights in Western law (Desan 2019a), with a growing disregard for
the “reciprocal obligations” that accompany those rights (Kennedy 2011: 4). This emphasis can
still be felt acutely today in discussions of Puerto Rico’s debt crisis, European Union-enforced
austerity in Greece, and the foreclosures in the United States after the sub-prime mortgage crisis
of 2008.5 There is, therefore, a problem of distribution built into the system, a problem famously
decried by Karl Marx, who named its beneficiaries “the modern bankocracy” (Kennedy 2011).

4

See, for example, the “Case of Mixed Money,” in which King James I’s Privy Council ruled against a creditor.
Between the time when the creditor made a loan and when it came due, Queen Elizabeth I had chosen to devalue the
country’s currency by “mixing” it with less valuable metals. The creditor wanted to be paid back the equivalent of
what he had lent before the devaluation. The Privy Council, however, ruled that the king “hath the sole power of
making Money,” and that the debt should be paid back in the current, “mixed” money. (The Case of Mixed Money,
Gilbert v. Brett 1604).
5
One striking example of how far the pendulum has swung in favor of investors is the fact that, following the
financial crisis of 2008, the Federal Reserve started to pay banks interest on their excess reserves—even though
those banks do not pass those earnings through to customers. In contrast, medieval sovereigns used to charge their
subjects a fee for the service of minting coins (Desan 2019c).
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Second, for all its creative power, the modern banking system that came together starting in
England in 1694 also suffers from fundamental instability. Drawing on Hyman Minsky, Ralph
Hawtrey, and Joseph Schumpeter, Perry Mehrling (2011) describes how a money and banking
system built on credit has a self-reinforcing tendency to expand until it reaches a breaking point,
and how banking crises quickly become financial crises. Over the course of the 18th and 19th
Centuries the Bank of England developed strategies designed to regulate over-issue by
commercial banks and insulate the economy from these boom and bust cycles, (Bagehot 1873;
Goodhart 1988), but they were not always successful. In the United States, there was no central
bank to attempt this task from the mid-1830s until 1913.

Thirdly, as most nations around the world began running on essentially the same financial
operating system over the course of the 19th and 20th Centuries, capital could flow more easily
and quickly across borders. As noted above, this system is built to harness the profit motive of
private investors; therefore, capital moves according to where investors anticipate they can
realize a profit. In a system like this, people, places, or enterprises that are not profitable can be
easily neglected (Desan 2019c).

Both the positive and negative contours of this system have revealed themselves repeatedly on
the world economic stage, including in the United States. Next, I will discuss the evolution of the
banking system in the United States more specifically, including the typology of financial
institutions that held its shape for most of the country’s history, up until the 1970s.
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c. The evolution of banking in the United States
As we have seen, banks have long played a central role in economic development. This
economic development role is often credited to banks’ unique capability to “join together savers
and users of capital,” (Wright and Sylla 2015b; Wright 2011). However, this simple
characterization elides many of the important nuances of the system, nuances that were not lost
on Alexander Hamilton. When, in 1781, he wrote that banks have “proved to be the happiest
engines that ever were invented for advancing trade,” (qtd. in Wright and Sylla, 2015) he was
referring to the same powerful, if flawed, system that was discussed above.

Hamilton wrote those words as part of his effort to establish the Bank of North America, which
was the first central bank (and also the first commercial bank) established in the new nation of
the United States. Formed in order to issue government bonds, allow the United States to enter
the international market for sovereign debt, and establish and regulate the nation’s currency, the
Bank of North America and its successors the First and Second Banks of the United States
resembled their model, the Bank of England. Following Andrew Jackson’s refusal to renew the
charter of the Second Bank of the United States in the 1830s, (“Bank War” n.d.) the country was
left without a central bank until the Federal Reserve was chartered in 1913.

In early America as in England, commercial banks proliferated. Most commercial banks were
incorporated as joint-stock companies, also known as shareholder-owned (Wright and Sylla,
2015). These banks often issued their own bank notes, and those that did were almost always
required to obtain a state charter (Wright and Sylla, 2015). The granting of a charter was the
government’s principle mechanism for control—they could choose to revoke or refuse to renew

19

the charter of a bank that was acting irresponsibly. All charters were obtained at the state level
until 1863, when certain joint-stock banks were allowed to obtain federal charters. Commercial
banks offered entrepreneurs short-term financing and depositors highly liquid checking deposits
(Wright 2011).

Investment banks, which traded stocks and bonds operated under a different legal framework
from commercial banks. Until the 1960s, when they began to go public, investment banks often
operated as sole proprietorships, general partnerships, or limited partnerships (Wright and Sylla
2015b).

In the early 19th Century a new type of bank, the “thrift,” or “mutual,” emerged to meet the needs
of working class people who needed to safely save money and to obtain home mortgages (Mason
2001; Wright 2011). The first mutual savings bank was founded in 1810 in Scotland, and the first
in the United States was founded in 1816 in Boston. Since their beginning, mutuals have been
identified as a part of a self-help movement (Mason 2001) because they are “organized by
consumer groups or their representatives, operated for consumers’ benefit, and return profits to
their members in the form of dividends and/or expanded and lower-cost goods and services,”
(Schneiberg, Goldstein, and Kraatz 2008: 5). “Mutual” in its broadest sense actually refers to a
family of corporate forms, all of which are member-owned, including cooperative banks, credit
unions (which arose in the early 20th Century), and mutual savings banks, (Rasmusen 1988;
Mason 2001; Schneiberg 2010; Birchall 2011).
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The typology laid out above endured throughout the 19th Century and into the 20th, when the
charter of a bank strictly defined what activities it could undertake. In most states, banks were
not even allowed to open branches—much less engage in inter-state banking—until a slight
relaxing of these laws with the McFadden Act of 1927 (Richardson et al. n.d.). While the usury
laws that the United States had inherited from England were relaxed in the early 1800s (Jones
2008), the 1933 Glass-Steagall Act clearly limited the interest rates that banks could pay
depositors and/or charge borrowers. Glass-Steagall also reinforced and made more stark the
distinctions between depository institutions (mutuals and credit unions), commercial banks, and
investment banks (DeYoung 2008).

For most of American history, therefore, one could understand the banking landscape using two
cross-cutting methods of categorization: 1) by function and/or activities and 2) by ownership
structure. Using the first method, the three main traditional categories to consider are “thrifts”
(which primarily offered savings accounts and mortgage lending), commercial banks (which
offered checking accounts and business loans), and investment banks (which accepted large
investments and facilitated the sale of stocks and bonds), (Wright and Sylla, 2015; DeYoung
2008; Wright 2011).
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Figure 1: Bank typology by function

Using the second method to distinguish between types of ownership, the two broad categories
are stock (shareholder-owned), and mutual (user-owned), (Rasmusen 1988). Commercial banks
and investment banks were generally stock companies, while thrifts were almost always mutual.
Mutuals as a broad category, including the mutual banks, credit unions, and cooperatives, were
professionalized during the New Deal (Mason, 2001) and gained favorable tax treatment and rate
differentials (Schneiberg, 2008) from post-Stock-Market Crash legislation. While mutual banks
and cooperatives lost their tax-exempt status in 1951, (Internal Revenue Service 1979), credit
unions retain tax-exempt status to this day.
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Figure 2: Bank typology by ownership

d. The Great Deregulation
In the late 1960s and early 1970s economists and industry experts began to criticize the
restrictions that segregated the financial system and restricted bank branching, arguing that they
were inefficient, irrational, and that they limited the growth of financial institutions (Schneiberg,
Goldstein, and Kraatz 2008). Specifically, critics argued that mutual banks were at a
disadvantage because they were unable to build capital by issuing shares of equity. Because
more capital allows more lending and more lending generates more revenue, these critics argued
that it was only rational to free mutual banks from these constraints by allowing them to convert
to shareholder ownership.

Critics of the mutual form also argued that unclear lines of accountability fostered self-serving
behavior by managers. Researchers in the 1960s, 70s, and 80s found that the senior managers at
mutuals who were supposed to act in the interests of the member-depositors were instead
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“feathering their own nests” by diverting income into their own salaries, higher expenses, and
director-owned affiliates (Schneiberg, Goldstein, and Kraatz 2008). The problem, these critics
agreed, was that over time mutual banks had lost the “spirit of mutuality” with which they were
founded (Herman 1969 qtd. in Schneiberg, Goldstein, and Kraatz 2008). As mutual banks
became professionalized in the early 20th Century, member-depositors began to participate less in
the banks’ governance, thereby allowing managers to step into a power vacuum. Critics pointed
out that the same behavior could occur in shareholder-owned companies, as well, but that in
those cases, the shareholders had more tools to correct the managers’ behavior than did memberdepositors at mutual banks (Schneiberg, Goldstein, and Kraatz 2008).

Even considering these failings, some in in the banking industry still vehemently defended
mutual banks as “independent, community-oriented” institutions, “immune from corporate
raids.” These defenders, and even some of the mutual bank critics, warned that conversion to
stock ownership would transform what had been community assets into windfall earnings for a
few individuals (Schneiberg, Goldstein, and Kraatz 2008: 20-21).

Despite these protests, the retheorization prevailed. These critiques, along with rising interest
rates, technological changes, and financial innovation (such as money market mutual funds) led
to a massive deregulation of the banking industry that began in the mid-1970s and continued
through the 1990s (Moysich 1997; DeYoung 2008; Flora, Flora, and Gasteyer 2016). In 1976,
the United States Congress allowed the moratorium on mutual-to-stock conversions to expire.
Other legislation abolished usury laws, and allowed the emergence of “universal banks” that
could mix many different, formerly segregated financial activities (such as mortgage lending,
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business loans, and insurance), together in one company (Schneiberg, Goldstein, and Kraatz
2008; Wright and Sylla 2015a).

Since deregulation, the number of chartered banks in the United States has fallen, from 14,000 in
1973 (Collender and Shaﬀer 2003), to 5,600 in 2014 (Teckchandani 2016). The new legal
environment precipitated a wave of conversions of mutual to stock companies, and soon after
that a massive wave of bank failures, known as the Savings & Loan Crisis (DeYoung 2008;
Moysich 1997). The number of mutual banks declined precipitously—738 out of 4,078 mutual
banks converted to stock ownership between 1977 to 1980 alone (Schneiberg, Goldstein, and
Kraatz 2008), and in 2018 there were 494 mutual institutions remaining (“2018 American
Bankers Association Mutual Survey” 2018), one of which is Lee Bank, based in Lee,
Massachusetts, the bank that will be the focus of this thesis.
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Chapter 4. Literature Review
a. Community development and community wealth building
The field of community development traces its origins to the late 19th and early 20th century,
when industrialization was creating unhealthy and overcrowded cities and crisis-prone rural farm
economies (von Hoffman 2012; Phifer 1990). Scholars frame community development as
reactive to poverty (Loh and Shear 2015; von Hoffman 2012) and proactive in fostering
community improvement through democratic participation and self-help (Phifer 1990).
DeFillippis and Saegert (2008: 1) describe community development as an endeavor that seeks to
build community capacity to “gain resources, achieve goals, and participate effectively in the
American political economy.”

To varying degrees, the literature positions community development as a response to the effects
of capitalism. For example, Von Hoffman (2012) directly connects the “social ills of capitalism”
to the launch, by middle class and wealthy people, of early community development efforts such
as Settlement Houses. Looking at community development in the rural context, Phifer (1990)
considers the Federal government’s development of the Cooperative Extension Service in the
early 1900s an effort to placate the radical agrarian movements6 of the last quarter of the 19th
Century. Loh and Shear (2015: 244) are more explicit, arguing that the “poverty, social
inequality, and environmental ills” that community development seeks to address are “all
associated with (though not reducible to) capitalist relations of production and exchange.”
Likewise, DeFillippis and Saegert (2008) explain community development as an attempt to

6

The ‘radical’ agrarian movements that Phifer refers to include the Grange and other mutual aid and cooperative
movements that Schneiberg (2010) describes as direct responses to the growing power of corporate capitalism.
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address or mitigate the failures of the capitalist political economy to meet the needs and desires
of certain communities.

Whether the purpose of community development is 1) to alleviate the effects of these capitalist
relations or, 2) to seek to transform those relations, is contested. Kenny (2019) objects to the
International Association of Community Development’s recent re-definition of community
development as a “profession and an academic discipline” because, she argues, such a definition
undercuts community development’s concern with “changing society and challenging unfair
structures” (154). Kenny argues that the true nature of community development is as an
“empowerment and emancipatory project” (156) in which practitioners “aim to make themselves
redundant by facilitating communities to take control of their lives themselves” (154).

Bhattacharyya (2004) also finds common definitions of community development woefully
inadequate, demonstrating how they are at once vague, incomplete, and overly inclusive. Instead,
he posits a “theory of community development” 7 (10). Bhattacharyya arrives at this theory
through an analysis of the meanings of “community” and “development” in the social sciences.
Bhattacharyya argues that the concept that unites various social scientists’ understandings of the
meaning of “community” is solidarity, which he defines as deeply held shared identity and
norms.8 Drawing from the work of social scientists such Amartya Sen (1999), Bhattacharyya
argues that what is meant by “development” is the fostering of agency, which means the freedom
7

A theory, according to Bhattacharyya, proposes “a particular kind of social order and a particular methodology for
getting there.” We judge this type of theory, he allows, “by the reasonableness (to us) of its assumptions or value
premises” and the “logical coherence between the assumptions, the methods, and the goal,” (p. 10).
8 This differs significantly from many definitions of community, in that it does not focus on geographically defined
places. Bhattacharyya argues that a focus on place-based community is too restricting, especially in this time of
instantaneous global communication, not to mention the fact that place-based definitions of community do not
account for identity-based communities.
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or capacity of people to define themselves, rather than be defined by others, and to intervene in
the world in a way that influences the state of affairs. Therefore, says Bhattacharyya, the purpose
of community development is to promote solidarity and foster agency, and the methods of
community development are self-help, felt needs, and participation.

This theory of community development resonates with Kenny’s focus on emancipation and
Phifer’s emphasis on participation and self-help. It also provides a lucid explanation of how
community development is a form of constructive resistance against the forces of modernity,
including industrial capitalism, that, while conveying some important benefits, also act
powerfully to erode both solidarity and agency. At the same time, by defining community
development in its own terms, rather than only in relation to poverty or to capitalism,
Bhattacharyya theorizes a community development that would still be relevant in a world beyond
capitalism, where people can provide for themselves and find meaning in their lives in ways that
do not depend on capitalist economic relations.

With almost 300 citations, Bhattacharyya’s formulation of community development has proved
fertile ground for other scholars. For example, Loh and Shear (Loh and Shear 2015) have
theoretically aligned their discussion of Solidarity Economy practices in Boston, Springfield, and
Worcester, Massachusetts with what they call Bhattacharyya’s “democratic and transformative”
approach to community development (245). In fact, they claim that the Solidarity Economy
movement promises to release community development from the “straightjacket of capitalism”
that has long dictated community development practices that rely on market forces, such as
Empowerment Zones and Promise Neighborhoods. These market-based practices, they say, are
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self-defeating because they prioritize market exchange-value over community use-value and
erode and dismiss democratic governance. These practices narrow solutions to geographically
defined localities while ignoring the global forces that shape the problems of those localities, and
therefore can only hope to achieve surface-level results.

In their article, Loh and Shear list four “cornerstones” that characterize the Solidarity Economy
and differentiate it from market-based community development. All four of these cornerstones
can be understood as attitudes that those who practice Solidarity Economy have adopted—
normative statements about how we should approach the world. First, the idea that humans are
“interdependent social beings” whose economic motivations include “collective wellbeing,
ethical concerns and moral values” (246). Second, that solidarity is the “core value basis” for
social relations—and that solidarity necessarily means “broadening the sense of us” so that we
can create a society that cares for the needs of humans and non-humans (246-247). Third, that
robust democratic practice in both the political and economic realms is essential to unlocking the
agency of people to change the conditions affecting their lives. And fourth, if we just open our
eyes we will see that the economy is already “diverse and plural,” with many existing forms of
exchange, production, and ownership that do not abide by the rules of the capitalist market,
(247). Therefore, we only need to learn from and iterate on these examples, rather than trying to
invent new models from nothing.

Drawing on three case studies of Solidarity Economy initiatives in Massachusetts, Loh and Shear
argue that Solidarity Economy initiatives advance the purposes and employ the methods of
democratic and transformative community development in the following three ways: 1) by
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demonstrating that an economic system in which solidarity is a core value is possible, 2) by
furthering the agency of participants by enacting participatory economic practices that meet felt
needs, and 3) by building political power between and among places at different scales (local,
regional, national, international).

Arising from among the diverse initiatives that make up the Solidarity Economy movement is
one particular approach promoted by the Democracy Collaborative, called “community wealth
building,” (Dubb 2016a; Alperovitz and Dubb 2013; Dubb 2016b; Kelly and McKinley 2015).
Community wealth building (CWB) has been deployed most famously in Cleveland, where the
city’s hospitals and universities, called “anchor institutions” for their size and rootedness,
decided to harness their significant purchasing power to support the Evergreen Cooperatives—an
industrial laundry facility, a solar installation company, and a greenhouse operation—three
businesses that are cooperatively owned by their employees, residents of the low-income
neighborhoods surrounding the institutions (“About Us | Evergreen Cooperatives” n.d.). The goal
of the Evergreen Cooperative project, according to the chair of the Board of the Evergreen
Cooperatives, is “equitable wealth creation at scale” (“About Us | Evergreen Cooperatives” n.d.).

At least two of Bhattacharyya’s three community development methods are apparent in the
methods of Community Wealth Building, which are to 1) leverage existing flows of dollars in a
place (especially significant flows from large “anchor” institutions) and 2) anchor those flows
using democratically governed institutions that can “broadly share the wealth generated among
community members” (Dubb, 2016a). The approach depends on first recognizing the resources
that a community already possesses, and then putting them to better use—this is self-help. By
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prioritizing the development of cooperatively owned businesses and financial institutions,
Community Wealth Building is recognizing that people’s agency and sense of solidarity can be
enhanced by creating structures that allow high levels of participation. Bhattacharyya’s third
methodological principle of community development, felt needs, does not fit in so easily with
Community Wealth Building, except that it is a strategy for economic development that does not
attempt to attract abstract “good jobs” to a place from elsewhere, but instead looks for
opportunities to match real local needs with local people’s actual capacities.

In its combination of “community” with “wealth,” community wealth building seeks to distance
itself from individualist capitalist conceptions of wealth. Instead, community wealth building
postulates a more collective kind of wealth that is more widely distributed. Inherent in this
proposition is a normative argument that community wealth building is better than individual
wealth building. Gordon Nembhard (2014) has pointed out that W.E.B. Du Bois made this
argument in the early 20th century when he advocated for cooperative economic development by
and for African Americans. In Economic Co-operation Among Negro Americans (1907) he
warned of the pitfalls of “grasping fierce individualistic competition,” which allows the few to
“get wealth at the expense of the general well being” (Du Bois 1907). Instead, he called for “cooperation in capital and labor, the massing of small savings, the wide distribution of capital and a
more general equality of wealth and comfort.”

Gordon Nembhard’s research was spurred by the growing public awareness of the massive
wealth inequality that has arisen in the last few decades, and the gender and racial dimensions of
that inequality. She has found that democratically owned and community-based enterprises such
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as credit unions, community development financial institutions, and worker-owned businesses
allow their owner-members to build wealth through asset ownership, while also creating
economic, social, and political “spillover” benefits in their communities such as increased
economic stability, job creation, and some degree of insulation against racism and financial
crises. Gordon Nembhard presents community asset building through community collective
ownership of businesses and financial services as the “opposite of the asset stripping and deaccumulation of wealth” that has been the recent trend in communities of color.

Like Gordon Nembhard, Dubb (2016a) and O’Neill (2018) also focus on the role of democratic
structures in Community Wealth Building. In his 2016 article “Community Wealth Building
Forms: What They Are and How to Use them at the Local Level,” Dubb lists seven
organizational forms that promise to help build community wealth, thanks to their mission, their
structure, or a combination of the two. Four of the seven have some level of community
ownership and/or control. For example, in companies with employee stock ownership plans
(ESOPs), municipal enterprises, and cooperatives, the users have at least some degree of direct
ownership of the organization, along with varying degrees of participation in decision-making.
Although they are structured as non-profits, and therefore do not have any owners, per se,
Community development corporations (CDCs) are meant to allow community control by
electing residents to the board of directors.

In her historical examination of black-owned banks and their ability (or inability) to close the
racial wealth gap, Baradaran (2017) presents a strong critique of self-help strategies for
community development. She argues that community-based financial institutions have
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historically failed to build community wealth for communities of color because of policies,
practices, and economic forces that routinely undermined and ransacked black-owned banks
through their entire history. She warns against an overly simplistic expectation that local
ownership and a “self-help” attitude will succeed in overcoming wealth inequality.

b. The role of financial institutions in community economic development
The availability of affordable credit, financial services, and investment capital to low-income
people is considered a necessary condition for successful community development (Benjamin,
Sass Rubin, and Zielenbach 2008; Flora, Flora, and Gasteyer 2016). Responding to the common
need for financial services, the United States has a diverse landscape of financial institutions that
includes for-profit banks of many different sizes and scopes, non-profit credit unions and
Community Development Financial Institutions (CDFIs), as well as “fringe bankers” (Benjamin,
Sass Rubin, and Zielenbach 2008) such as payday lenders, currency exchanges, check-cashing
outlets, pawnbrokers, and others. Financial institutions are seen as financial gatekeepers (Block,
2014) that can have deleterious or positive economic impacts on people and communities,
depending on their corporate structure, governance, practices, and policies.

i. A fraught history of contributions and failures
On the positive side, financial institutions can reach out to the “unbanked” in order to increase
“financial inclusion,” which provides relief from predatory lending practices and offers a secure
and legitimate way to save and build credit (Owen and Pereira 2018; Caplan 2014). Financial
institutions can also lend to small and medium-sized businesses, providing much-needed capital
to the businesses that form the backbone of “Main Street,” (Markey, Kristensen, and Perry 2016;
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Block 2014; Mencken and Tolbert 2018b). Member-owned banks, such as credit unions, mutual
banks, and cooperative banks, can also create “communities of fate” that have an incentive to
minimize risk-taking and lower the cost of essential financial services, (Schneiberg 2010;
Birchall 2012).

The two most familiar ways that banks can have negative effects on community development are
1) discrimination or exclusion (through redlining, for example), and 2) losses of wealth through
reckless risk-taking and subsequent bank failures. The first can be categorized as a market
failure—the “failure of banks to equitably provide financial opportunities in the communities
where they operated” (Case-Ruchala 2018)—while the second might be considered a symptom
of a system that is fundamentally unstable and delegates most credit creation to for-profit banks
(see related discussion in Chapter 3). These are such well recognized problems that lawmakers
fashioned a policy response at the federal level that attempts to prevent discrimination and lessen
extraction of wealth from low-income neighborhoods and communities of color: the Community
Reinvestment Act (CRA) requires that banks lend in the neighborhoods where they collect
deposits.

It is worth noting that the Community Reinvestment Act was passed in 1977, the year after
Congress allowed its moratorium on mutual-to-stock conversions to expire. Senator William
Proxmire, the Banking Committee Chair, who had opposed allowing banks to demutualize
(Schneiberg, Goldstein, and Kraatz 2008), was the leading champion for the CRA. He argued
that “A public [banking] charter conveys numerous economic benefits [for bankers] and in return
it is legitimate for public policy and regulatory practice to require some public purpose”
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(Proxmire qtd. in Case-Ruchala 2018). The institution of the CRA can therefore be understood as
an attempt to reassert some of the public control over the banking industry that was ceded
through deregulation.

The CRA is generally applauded for reducing financial discrimination and channeling funds (in
the form of both loans and grants) into low- and moderate-income neighborhoods, as well as
jumpstarting a whole genre of community development through the financing of Community
Development Corporations and Community Development Financial Institutions (Case-Ruchala
2018). However, Case-Ruchala (2018) has noted that the CRA is in many ways insufficient to
the larger task of fighting wealth inequality. She argues that the CRA suffers from three main
weaknesses: 1) weak and disjointed evaluation and enforcement mechanisms, 2) a too-narrow
definition of community economic development, and 3) a lack of reach (more and more banking
activity in the 21st century takes place outside of institutions that are subject to the CRA).
Echoing Case-Ruchala’s critiques, Baradaran (2017) argues that the CRA has done nothing to
prevent black funds from leaking out of black neighborhoods; nor did it prevent the sub-prime
mortgage crisis that wiped out an estimated 53% of black wealth in the United States.

ii. Financial institutions in the rural context
While Baradaran (2017) documents with great specificity the many ways that banks failed to
prevent or (often) abetted the extraction of wealth from low-income urban neighborhoods of
color, Flora et al. (2016) highlights a similar problem in a different context: the capital outflow
that has plagued rural communities, especially since the deregulation of the 1970s–1990s.
“Bankers and other lenders see investments in rural communities as having high risk and low
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payoffs compared to other options,” (p. 244) and as barriers to the geographic movement of
money have fallen, both savers and investors have increasingly chosen to take rural money and
invest it elsewhere, decreasing availability of credit and financial services to rural areas,
especially the rural poor. This dual dynamic of capital flight and lifted regulations has led to a
precipitous decline in the number of local financial institutions in rural areas, (Flora, Flora, and
Gasteyer 2016) a decline that has outpaced the decline in the number of local financial
institutions in metropolitan and micropolitan counties (Tolbert et al. 2014).9

In their empirical study of the effects of market concentration and local versus non-local bank
ownership on economic growth, Collender and Shaffer (2003) found that non-local bank
ownership had no significant negative effect on per capita income growth rates in rural areas,
except perhaps in farm-dependent areas. However, another set of scholars has examined the
effects of local versus non-local bank ownership in rural areas with a more nuanced prism for
understanding impact. Mencken and Tolbert (2018) argue that locally owned businesses foster
“civic capitalism” that builds trust and cooperation and, in turn, economic development (marked
by higher incomes, less poverty, less outmigration, and less crime). These locally owned
businesses often rely on “symbiotic” relationships with locally owned financial institutions
(Tolbert et al. 2014).

According to the literature, the central reason that the small, locally owned depository
institutions are important is their “embeddedness,” which refers to the fact that all employees of
a local bank live and work in the same community (Tolbert et al. 2014). This facilitates what is

9

Tolbert et al. 2014 define “local” financial service establishments as institutions where all the establishments of the
same firm are located in the same county.
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known as “relationship lending.” Relationship lending refers to a lender’s decision to extend
credit based on ‘soft’ data, such as reputation, trustworthiness, and information collected through
the lender’s personal and professional networks (Scott, 2004; Tolbert et al., 2014; Teckchandani,
2016). This kind of lending, which has been associated with lower interest rates, reduced
collateral requirements, and increased credit availability (Tolbert et al. 2014), has traditionally
been very important to the full capitalization of small and medium-sized businesses in rural areas
(Mencken and Tolbert 2018b, 2018a). The consolidation of the banking sector and the decline of
local banking institutions therefore threatens to reduce the availability of small business loans to
locally owned businesses, thereby threatening the positive effects of “civic capitalism.”

c. Connections between corporate form and community development outcomes
Schneiberg argues that the corporate forms that financial institutions take can have political and
cultural implications for community development (Schneiberg, Goldstein, and Kraatz 2008;
Schneiberg 2010). For example, he documents the history of mutual banks as part of a “third
way”10 to oppose corporate capitalism, and links them to movements of solidarity and selfsufficiency (p. 10). Mutual banks, as opposed to stock banks, were explicitly founded for
community development purposes. They were “vested with moral visions of mutuality, virtue in
thrift, and service to the community” (p. 16). His analysis calls attention to the way that values
and politics can manifest in the way that we structure our financial institutions, which in turn can
constrain or foster community development.

10

The first way being through regulation and the second through corporate governance and NGO watchdogs.
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Mutual banks, credit unions, and cooperative banks fit into the category Birchall (2012) calls
“membership-owned” businesses, in which users of some sort (employees, customers, producers)
are the owners of the company. In member-owned businesses, members elect a board and the
board is charged with delivering value to the users, who are also the owners. As opposed to
investor-owned business, where “value” is almost invariably “profit,” membership-owned
businesses can decide to deliver value in various ways, including the provision of lower-cost
services, the provision of services to under-served regions, or patronage dividends.

Birchall (2012) argues that, beyond ownership, important advantages derive from member-owner
control of a firm. He notes that “control is a variable, in that there can be more or less control by
members,” but that by control he means “enough of a curb on directorial and managerial
authority to ensure that the business is run mainly in the interests of members.” First, he claims
that member control serves as an accountability mechanism to make sure that the benefits of
ownership return to members. He also claims that member control creates alignment between
different stakeholders of a firm such as management and members, lowers risk-taking, increases
opportunities to pursue ethical aims, and has intrinsic value to members, who may “enjoy taking
part and having a sense of control” (Birchall 2012: 282). Taken together, these advantages tend
to make member-controlled businesses more durable and successful than non-member-controlled
firms.

In the specific case where the users/owners are employees, Kramer (2010) has shown an
“employee-ownership advantage,” meaning that companies that are partially or wholly owned by
their employees realize higher sales per employee. The advantage was stronger for smaller
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companies, for companies with larger shares of ownership in the hands of employees, and for
companies where workers had more influence on the three facets of firm innovation (work
processes, new products, and marketing).

In the financial sector, cooperative banks, mutual banks, and credit unions are all memberowned. The literature interested in the role of financial institutions in community development
often focuses on credit unions. For example, Markey, Kristensen and Perry (2016) name credit
unions as essential players in revitalizing rural communities because they are non-profit
organizations with democratically elected leadership, a mandate to serve and reinvest in their
communities, and experience with community economic development projects. Likewise, Dubb
and Alperovitz (Dubb 2016a; Alperovitz and Dubb 2013) name cooperative banks and credit
unions as important and already well-established forms of community wealth building. Because
credit unions are not owned by shareholders, Alperovitz and Dubb even go so far as to call them
“public banking institutions” (Alperovitz and Dubb 2013: 3), indicating that they believe the
member-owned corporate structure of the credit union guarantees that they will serve a public
purpose.

Credit unions operate under a different regulatory structure from mutual and cooperative banks.
Most importantly, they are tax-exempt. In return for their tax-exempt status, credit unions must
limit their membership to only those individuals who qualify according to the credit union’s
explicit “common bond,” which encompasses all of the employees of a particular company or
institution, the members associated with a specific organization, or the residents of a welldefined neighborhood or community (Internal Revenue Service 1979). Credit unions also have to
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abide by certain limits on their business dealings. For example, only 12.25% of their assets can
be deployed as commercial loans (Miller 2019).
Table 3: Comparison between mutual banks and credit unions

Mutual bank

Credit Union
Differences
Subject to taxes (~20% federal, ~9% state of MA) Tax-exempt
Voting members: subset of depositors
Voting members: all depositors
Commercial lending is most important part of
Limited commercial lending (no more than 12.25%
balance sheet
of assets)
No restrictions on who can be a depositor
“Common bond” required – based on shared
geography, employer, or membership of an
association
Similarities
No shareholders
Principle source of capital: retained earnings

d. Emerging sector of “Ethical banks” or “Values-based banks”
An emerging literature posits that “ethical” or “values-based” banks can be definitively
distinguished from “conventional” banks (Paulet, Parnaudeau, and Relano 2015; San-Jose,
Retolaza, and Gutierrez-Goiria 2011) and that they exhibit a strong ability to deliver results
along a “triple bottom line” of social, economic, and environmental outcomes (Climent 2018;
Kapan and Minoiu, n.d.).

With ties to microfinance, community development finance, social and impact investing, “ethical
banking” and “values-based banking” are terms that some bankers have invented to describe an
approach developed in response to the failings of the conventional financial system (De Clerck
2009; Grzywinski 1991; Post and Wilson 2011) and out of recognition that banking has the
power to effect social and environmental change. In fact, de Clerck (2009) argues that banks
have a responsibility to effect positive social and environmental change. To accomplish this, he
recognizes, banks will need to transform themselves. He says that this transformation involves
the following steps: 1) acknowledge and accept the responsibility banks assume by handling
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money, 2) establish internal systems to cope with ethical criteria, and 3) expand the bank’s
concept of return to include social and environmental impacts.

A membership organization representing the ethical or values-based banks called the Global
Alliance for Banking on Values (GABV) has defined the following six “principles of valuesbased banking”: 1) a triple bottom line (people, planet, prosperity) at the heart of the business
model; 2) being grounded in communities, serving the real economy, and enabling new business
models to meet the needs of both (communities and the real economy); 3) long-term
relationships with clients and direct understanding of their economic activities and the risks
involved; 4) self-sustaining organizations with a long-term outlook, resilient to outside
disruptions; 5) transparent and inclusive governance, and 6) all of these principles embedded in
the culture of the bank (Global Alliance for Banking on Values n.d.).

As the principles have been developed, so have practices of values-based banking, although they
vary across contexts—the GABV includes institutions from Peru to Canada and from Nepal to
the Netherlands. Many, such as Triodos Bank, go beyond saying what they will not fund, and
have developed positive investment criteria to help inform lending decisions—prioritizing
investments in organic farms and renewable energy, for example (“Triodos Bank” n.d.). VSECU,
a Vermont credit union and member of the GABV, has created a specific loan program to help
low-income people invest in energy efficiency measures, while also developing a platform for
direct investment by Vermonters into Vermont-based businesses (Miller 2019).
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Human resources also provide a fertile ground for innovation to align bank practices with their
values, and many values-based banks have developed innovative onboarding and performance
management practices. For example, all new hires at Vancity Credit Union participate in a weeklong “orientation immersion” that focuses on the credit union’s values and impact, helping them
to “feel the difference” of what working in a values-based bank means. At the end of the
orientation, new hires are given the opportunity to walk away from the employment opportunity
with a week’s wages if they do not think that working at such a values-oriented organization is a
good fit for them (Kaeufer, Maggio, and Cruise 2018).
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Chapter 5. Introduction to Lee Bank
a. A long-lived institution: Lee Bank’s trajectory from 1852 to 2019
Lee Bank was founded in 1852 in Lee, Massachusetts, as a state-chartered mutual savings bank.
Lee is a town of 5,275 residents (U.S. Census Bureau 2017) located along the Housatonic River
in Berkshire County, ten miles south of Pittsfield and just north of Great Barrington. At the time
Lee Bank was established, Lee was well known for its wood-pulp paper mills and marble
quarries (P. Smith 2013). Lime quarrying, light industry, and specialized manufacturing factor
into the economic picture today, but Lee mostly resembles the rest of the Berkshires in that retail,
hospitality, healthcare, and education currently provide the majority of jobs in town (U.S. Census
Bureau 2012).

Although the Bank originally served only Lee, it now serves residents of a larger area, with five
branch locations from Pittsfield to Great Barrington. Berkshire County as a whole had a peak
population of almost 150,000 in 1970, when General Electric was headquartered in Pittsfield
with roughly 10,000 employees. General Electric started laying off workers and shrinking its
presence in the mid 1980s (The Berkshire Eagle 2007). The Berkshire County population has
now declined to about 126,000, and it continues to have a negative growth rate (U.S. Census
Bureau n.d.).

Lee Bank is an example of a mutual bank that did not demutualize by converting to shareholder
ownership following the deregulation of the financial sector in the 1970s. Instead, in 1992, it
reorganized itself into a Mutual Holding Company (MHC) called Berkshire Financial Services
(BFS) and a wholly owned subsidiary organized as a stock savings bank, called Lee Bank (Lee
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Bank 1991). According to Dave Bruce, the CEO of Lee Bank at the time and current Chair of the
Board of Trustees for Lee Bank and for Berkshire Financial Services, Lee Bank was only the
third mutual savings bank in Massachusetts to reorganize itself this way following the passage of
enabling legislation in the late 1980s (Bruce 2019a).

i. A Massachusetts mutual
For most of the history of banking in the United States, banks were only allowed to engage in
specific kinds of business activity, based on what kind of charter they had. Investment banks
made investments in the stock market. Commercial banks made short term business loans and
offered customers more liquid checking accounts. Savings banks could make long term
consumer loans (mortgages) and offer long term savings accounts. Dave Bruce, the Chair of the
Board of Berkshire Financial Services and Lee Bank described to me how this system fell apart
early in his career, how it precipitated the Savings & Loans Crisis, and how Lee Bank survived:
“One of the advantages I have is that I have been through so many of these cycles
because I started in banking in 1977, and that was the very beginning of deregulation.
When I first started, the Federal government told us what we could pay on every type of
CD and a savings account, and they basically told us what we could charge on mortgages.
And we couldn’t offer checking accounts. The national bank, which was right across the
street, could offer checking accounts; they couldn’t really do mortgages; they could do
business loans, but they could only pay x minus something on savings accounts. So, the
Federal government kind of divvied up the pie: ‘You, commercial banks, you can take
care of the business customer and checking accounts; you, savings bank, you can take
care of the mortgage needs and the savings needs.’
And then in ’78 or ’79 that all came crumbling down. They deregulated interest rates,
they allowed savings banks to have checking accounts. Then, in the mid-’80s they
allowed savings banks to do commercial loans. We didn’t have a commercial loan on the
books before 1984 or ’85.
Savings and mortgages were our bread and butter back then. That was the same with the
Savings & Loans, that’s what they could do. So you had this phenomenon of these
savings banks and Savings & Loans, which had large numbers of fixed-rate mortgages on
their books at whatever rate the government said they could do it at. Yet, at the same time
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they were deregulating the rates on deposits. So now the competition is such that ‘oh
we’ve been paying six percent on a two-year CD, but now the bank across the street is
paying six and a quarter,’ so interest rates start to ratchet up. But the real problem is that
we went through a real high inflationary period. The prime rate was something like
twenty-one percent.
So now all of a sudden rates on deposits are deregulated. Now the banks are forced to pay
these very high rates to keep the money. So now the deposit costs are up here, and here
are those fixed mortgage rates down here. That’s what killed the Savings & Loan
industry. Their cost of funds exceeded what they were getting on their mortgage rates.
Fortunately, my predecessor and a lot of other banks in Massachusetts started offering
adjustable rate mortgages ahead of that. So this huge portfolio of fixed-rate mortgages
wasn’t nearly as prevalent. I came to the bank in 1981, and I think that that was the only
year that this bank actually had a loss; it was very small. Profits did erode, but the life of
the bank wasn’t threated at all.
This bank had a portfolio of adjustable rates, but it also had a larger investment portfolio
that was shorter duration than those long-term fixed rate mortgages. So the investment
portfolio was able to rise in rates with the other rates. So it wasn’t as hard on this bank or
generally banks in Massachusetts. The Savings and Loans Crisis really hit banks hard in
the Midwest, the South, and the West. (Bruce 2019a)
By the late 1980s, Lee Bank had weathered the crisis and was looking ahead. The trend toward
“regulatory permissiveness” (Dymski 1999) continued, but with a little more caution against
potential bank failures. Dave Bruce (2019a) explained that “the writing was on the wall from a
regulatory point of view” that if mutual savings banks wanted additional powers such as the
ability to offer products or services that did not fit into their historical profile, such as insurance
or brokerage services, they would need to do so in a way that would not put risk on the deposits
insured by the FDIC. So they needed a structure that would separate the banking activities from
other, potentially more risky activities.

ii. Reorganization as a Mutual Holding Company
The Mutual Holding Company (MHC) was just such a structure. Modeled on the Bank Holding
Company model, the Mutual Holding Company elevates the mutual ownership structure to the
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holding company level, and allows the holding company to have multiple subsidiaries with
different purposes and legal forms. Prior to the reorganization, Lee Bank was a mutual savings
bank governed by a Board of Trustees and a group of Corporators. “Corporators” are a select
group of bank’s depositors chosen to be members of the corporation and given the power to elect
the Board of Trustees. When Lee Bank became a MHC named “Berkshire Financial Services,
Inc.” it elevated its Board of Trustees and its Corporators to become the Board and Corporators
of the MHC. At the same time, it passed all assets (loans) and liabilities (deposits) to its new
subsidiary, called Lee Bank. Lee Bank was set up as a stock bank, with the opportunity to issue
common or preferred shares. At the inception of the new model, Berkshire Financial Services
subscribed to 100 percent of the shares offered by Lee Bank, making it a wholly owned
subsidiary. As current Lee Bank CEO Chuck Leach explained it, “the mutual is actually the
holding company now, and [Lee Bank is] a stock bank. But we only have one shareholder and
it’s BFS, so nothing’s going to happen” (Leach 2019).

Lee Bank’s 1991 “Plan for Reorganization” argued, in the section titled “Business Purposes for
the Reorganization,” that the MHC form would enable the institution to “compete more
effectively in the financial industry” (Lee Bank 1991) in two primary ways, 1) by allowing the
bank to raise additional capital if needed, and 2) by enhancing the bank’s flexibility to diversify
and expand.

1. Capital formation
Capital formation is of the utmost importance to a bank because it determines how much a bank
can lend, and for a bank, loans are assets. For every one dollar in capital a bank has, it can lend
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between ten and eleven dollars out into the community (Bruce 2019a). The only way that mutual
banks can build capital is by building retained earnings, whereas stock banks can decide to sell
more shares. The MHC structure, therefore, represented a hybrid model that opened up the
option of raising capital by selling new shares of the stock bank subsidiary while ultimately
retaining mutual control through majority ownership by Berkshire Financial Services. To this
day, the bank has not sold additional shares. Therefore, the bank’s existing capital, (currently
about 50 million dollars), equals the accumulated retained earnings of Lee Bank since 1852
(Bruce 2019a).

2. Diversification & expansion
The other central reason that the Lee Bank chose to reorganize as a MHC was to gain more
freedom in its activities and geography. As a MHC, the institution had the option to acquire or
launch corporations in other lines of business (such as commercial banking, insurance, or real
estate investment) and in other locations. By doing so, Lee Bank could remain true to its own
purpose and geography, while Berkshire Financial Services could be free to take advantage of
opportunities it saw to diversify or deploy capital in new markets. In 2001, BFS launched a
commercial bank, Freedom National Bank in Providence, Rhode Island, for which it obtained a
“de novo” charter. This represented a break from tradition, since this new bank was both across
state lines and a commercial bank, offering business loans only.
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Figure 3: Lee Bank's current corporate structure

3. Innovation in service of continuity
In the end, the bank regulators did not do what they had signaled, and instead allowed mutual
savings banks additional powers even without a MHC structure (Bruce 2019a). Even though the
original impetus for the reorganization became a moot point, in Dave Bruce’s judgement the
MHC structure and the “de novo” bank in Rhode Island were in fact essential changes that have
allowed Lee Bank to put its capital to full use, while also staying true to its history and purpose.

Whereas some mutual banks suffered from losses and therefore saw their capital shrink, Lee
Bank did well through the late 1980s and early 1990s, and its retained earnings grew. However,
Lee Bank had no way to capture more market share (because there were so many other small
banks in the area) and there were limited opportunities for making more business loans (for lack
of applicants). Bruce explained:
“If we were going to do other things we wanted to do them outside of the structure of Lee
Bank, so that people looking at Lee Bank would never perceive that it had changed all
that much from an organizational culture or structural point of view. So [the MHC] gave
us the vehicle to start Freedom National Bank as a completely separate entity of the
holding company, without it affecting Lee Bank. Because we have told customers for
years, ‘we’re still in the original form that we were in way back in 1852.’ And we are,
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sort of; we make the point that we’ve never merged with anybody, we’ve never been
bought by anybody, we are still an independent entity. And I’m not sure we could have
said that if we didn’t have that holding company to allow us to grow in other markets
when the demographics and the competitive set in Berkshire County were really not
growth friendly to a community bank like Lee Bank.” (Bruce 2019a).
The original vision, said Trad Campbell, the Chief Financial Officer and Treasurer of Berkshire
Financial Services and Lee Bank, was to acquire or launch multiple banks as subsidiaries to the
MHC in order to provide a “strong and broad-based foundation” that would allow the banks to
“pool capital and provide a source of support for any single bank had a defined need” (Campbell
2019). Similarly, Dave Bruce said the decision to create the MHC was informed by the
knowledge that information technology and regulatory costs were going to increase, and the
intention was to “carry those costs over a larger base” in order to create efficiencies of scale, for
example by having one IT department and one compliance office for multiple Berkshire
Financial Services subsidiaries (Bruce 2019a).

Bruce and Campbell concur that all these decisions were made in service of preserving the
independence of Lee Bank. When asked about the purpose of Lee Bank, Trad Campbell stressed
that “Lee Bank is committed to staying independent, not interested in being a public bank that is
accountable to shareholders.” Even under the MHC structure and its original vision for multiple
subsidiaries, he said, there was always an “underlying emphasis on ensuring Lee Bank’s
independence” (Campbell 2019). This shows up in the fact that there are only two corporators
from Rhode Island, alongside 39 corporators from the Berkshires. Bruce said that the intention
has always been to “keep Lee Bank as people have known and loved it for years.”
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b. Snapshot in time: Lee Bank in 2019
i. Leadership
In 2015, Chuck Leach became the president and CEO of Lee Bank, taking over from Dave
Bruce, who stepped down after twenty six years in the role (Dobrowolski 2015). Bruce stayed on
as Chair of the Board for both Berkshire Financial Services and Lee Bank, and he continues to
serve in those capacities today. In the newspaper article announcing the change, Leach was
quoted as saying, “I am 100 percent committed to being independent,” (qtd. in Dobrowolski
2015). In describing the search process for his successor, Bruce noted that “Number one on the
table was ‘we’re not going to hire somebody who is not committed to independence and
mutuality, and if independence and mutuality are not high priority for you, then it’s not going to
work out.’ And that’s a position that is firmly staked out by the board of BFS” (Bruce 2019a).

At the Lee Bank level, Chuck Leach is joined by a senior management team of Wendy Healey
(SVP, Retail and Marketing) Trad Campbell (SVP, Chief Financial Officer, Treasurer), Susie
Brown (SVP Human Resources and Administration), Bruce Marzotto (SVP Commercial
Lending), and Andrew Weibel (SVP, Chief Information Technology Officer). Lee Bank has
approximately 80 employees; a few are dual employees for both Freedom Bank and Lee Bank. 11

ii. Governance
Berkshire Financial Services is governed by a 41-member Board of Corporators and a 12member Board of Trustees, while Lee Bank has a 7-member Board of Directors (Brown 2019b).
Corporators must be depositors at one of the subsidiary banks of BFS, and no corporator is

11

Freedom National Bank has 23 employees.
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allowed to be a corporator, trustee, or officer of any other mutual holding company, bank holding
company, or bank that is not a subsidiary of Berkshire Financial Services (“Amended and
Restated By-Laws of Berkshire Financial Services, Inc.” 2016). The corporators meet once every
year in April, where the Chair of the Board of Trustees delivers an update on the activities and
performance of Berkshire Financial Services and its two subsidiaries, Lee Bank and Freedom
National Bank. At the Annual Meeting, corporators vote to fill any vacant positions on the Board
of Trustees from among their number, and vote to elect any new corporators proposed by the
Board of Trustees’ nominating committee. Lee Bank’s Board of Directors are chosen by the
Berkshire Financial Services Board and Governance Committee (Brown 2019c).

iii. Business model12
Lee Bank has five branches, located in Lee, Stockbridge, Great Barrington, Lenox, and Pittsfield.
The last two were added in 2012, when the bank decided to invest a considerable amount of
money into a brick-and-mortar expansion that added two new branches. The move was prompted
by the consolidation of the banking landscape in Lenox and Pittsfield in the early 2000s. “As
these other banks fell away, then there was more opportunity to grow and expand. And we
realized that, taking that approach, we were going to sacrifice short-term earnings for the longterm gain” (Bruce 2019a) because these new branches took a few years to generate revenue to
match their overhead expenses.

12

This section will focus on Lee Bank only, even though Freedom National Bank in Rhode Island does play a role
in Berkshire Financial Services, Inc.’s overall business model.

51

Long gone are the days when Lee Bank was constrained to savings accounts and personal
mortgages; the bank’s balance sheet is now more diverse. On the asset side there are commercial
loans and home loans, while the liability side includes checking accounts and savings accounts.
Wendy Healey, Senior Vice President of Retail Banking and Marketing, explained that the bank
has access to funds from sources such as the Federal Home Loan Bank and brokered deposits,
but that deposits from the local community have the “lowest cost of funds,” and are preferred.

The bank earns money in two ways, interest income and fee income. Its main source of revenue
is the “spread” between the interest rate earned on loans and the interest rate paid on deposit
accounts. Because interest on commercial loans is higher than that on home loans, commercial
lending is the bank’s most lucrative line of business (Healey 2019; Leach 2019). However,
commercial lending makes up only 34.9 percent of the bank’s loan portfolio, with residential
lending making up the rest (“Community Reinvestment Act Performance Evaluation - Lee Bank”
2017). The bank has what Healey called a “light fee structure,” and does not try to make money
on overdraft fees and other penalties; however, fee income from the debit card interchange
system (which is paid by the merchant that accepts debit cards) is significant (Healey 2019).
Since 2015, Lee Bank has begun offering investment management services to its customers
through a profit-sharing partnership with St. Germain Investments. This partnership generates
returns without putting demands on the bank’s capital (Leach 2019). A few more specific notes
on the bank’s business model:

1) Lee Bank does sell loans on the secondary market, but how many and how often is cyclical,
and depends on the interest rate environment and in-house risk and cash flow analyses. The
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decision depends on whether the bank wants to earn interest income over a long period of time,
or to earn an immediate one-time fee by selling it on the secondary market. Recently, the bank
has kept more loans in their own portfolio (Healey 2019).

2) Home loans are not cost-effective for Lee Bank. A heavy regulatory burden makes them
costly to originate, and because Lee Bank does not have scale “we have a lot of trouble adjusting
to the ebbs and flows of mortgage volume, which is very cyclical” (Leach 2019). The return on
equity for home loans is between two and three percent, while the return on equity for
commercial loans can be twenty percent. While Leach said he questions whether Lee Bank
should be making home loans, considering their low rate of return, he said that he thinks of it as
“sort of our duty, as a community bank, to continue to provide capital to people who want to be
homeowners,” (Leach 2019).

3) Lee Bank’s commercial lending tends heavily toward commercial real estate (CRE).
Explained Leach, “We like that simplistic business lending where we know the asset. We can
touch, feel, drive by the asset because we love that collateral, so our ass is covered. Because it all
goes back to, ‘we can’t go back on our capital’ because that would cause us to have to merge,
demutualize, sell” (Leach 2019). This almost single-minded focus on real estate as collateral is a
constraint particular to small banks, he noted, because large banks have more sophisticated tools
and institutional knowledge to underwrite deals based on other kinds of collateral such as
accounts receivable or cash flow.
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4) Lee Bank has always donated some of its profits to charity, but after Leach took over as CEO
he decided to build charitable giving into the Bank’s business model. In January 2018 Lee Bank
announced a “Community Dividend Program” through which the bank committed to donating
five percent of profits to local non-profit organizations each year (“Lee Bank Announces
Community Impact Dividend” 2018). The Bank quickly exceeded this goal, and last year it gave
away seven percent of its retained earnings, totaling $150,000 (Leach 2019).
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Chapter 6. Case Study Findings
a. Sense of purpose
i. The role of banks
At the beginning of each of the interviews for this thesis, I asked, “in a global sense, how would
you characterize the work of banks?” The answers from Lee Bank stakeholders reflected their
conviction that banks have a central role in the economy and meet essential needs of society.
Wendy Healey described them in very mechanical terms, saying they are a “mechanism for
saving and borrowing,” and likened them to a utility (Healey 2019). Trad Campbell pictured
them “at the crux of the financial system,” and ascribed them a very active role in driving
economic opportunity, growth, and expansion, supporting local employment and housing, trying
to balance exposure and risk over time while also finding ways to give loans to people who want
them (Campbell 2019). Dave Bruce said that “at the core,” banks are intermediaries between
those that have excess funds as deposits in the bank and those that have a need of funds for
business or personal purposes, (Bruce 2019a). On a more concrete level, Susie Brown, the Senior
Vice President of Human Resources and Administration, pointed out that “everything runs
through electronic banking” nowadays, and so “our society can’t run without a bank” (Brown
2019a). Chris Kinne, Vice President of Commercial Lending, stressed the role of banks in
keeping people’s money safe, making smart and fair lending decisions, and serving the
borrowing needs of a specific region (Kinne 2019). Current CEO Chuck Leach, who comes from
a wealth management background, had a slightly different take:
“My lens is that they’re bond investors in the community. I know that probably sounds
crazy, but we’re issuing bonds, but they’re just not publicly traded bonds. We’re
underwriting bonds. As an investor typically you buy a Coca Cola bond, which in turn
provides capital to Coca Cola, and enables some kind of corporate investment strategy to
play out. Through this whole maze of investment banks and eventually a portfolio
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manager, you’re buying a Coca Cola bond, and your capital, your $50,000 bond, makes
its way to Coca Cola and provides capital to Coca Cola to do what they need to do. And
those bonds become publicly traded, they get rated by a rating agency, and off you go.
There’s a whole system in place at that level for channeling capital to corporate America.
In Berkshire County, we’re doing the same thing but [on a much smaller scale]. Bonds
are debt instruments. Bonds are ways to get investor money to companies in need of
capital or in need of structuring their balance sheet in a certain way. So for us, company
ABC needs capital and we underwrite a $3 million bond. It never gets rated by a rating
agency. We rate it internally, (you know, one through six,) we monitor it every year, we
talk to that business owner all the time about other capital they need or how their business
is going. But we’re channeling capital to them, and we’re doing that with—primarily and
traditionally—community capital deposits. So I guess you’re obviously safekeeping for
deposits, but you’re also providing the plumbing for capital flows on one level in the
county. We’re enabling that business person and that piece of property to function as a
business entity. And then that happens on the residential side as well.
… So, on a very basic level, maybe I’m really idealistic, but I see us as the lubricant and
the plumbing for the very local economy. We enable flows of capital, as long as someone
is bankable.” (Leach 2019)
With a caveat that his statement “maybe does not apply to every bank,” former CEO Dave Bruce
noted that economic development and community development are “inherent in what banks do
every day” when they lend to homebuyers and entrepreneurs. As part of the picture, Dave Bruce
and Board member Dan Holmes added philanthropic and consultative dimensions to the role of
banks: “Some of it is what we do every day, some of it is what we do philanthropically, and
some of it is what we as bankers do on a volunteer basis. A lot of volunteer work is done on bank
time” (Bruce 2019a). Holmes characterized banks as integral to the growth of small businesses
and, “if we’re doing our job, to their knowledge and guidance as well” (Holmes 2019).

ii. The purpose of Lee Bank
The concept that banks can be more than just mechanical financial intermediaries emerged much
more robustly when I asked interviewees to focus in on Lee Bank’s role. In response to the
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question “How do you understand the purpose of Lee Bank?” interviewees included ideas about
care, service, guidance, leadership, facilitation, charity, volunteerism, and support. There were
also strong expressions of duty to provide safety, stability, and continuity while remaining an
independent financial institution. For example, Brandy McKie, Area Manager for the Great
Barrington and Stockbridge branches, focused on care for the community as the essence of Lee
Bank’s purpose, without even mentioning lending or deposits:
The best way I can explain it is that we’re just a family, and we value each other, we
appreciate each other. And I think that transcends to our customers, they feel that. It
really helps that we know everyone’s name when they walk through the door, and that
we’re going to go that extra mile to take care of them. And they know that. So that’s
something I believe in here, and it’s very near and dear to my heart because I know if I
have a bad day my employees are here to support me, my boss is here to support me. We
all have each other’s back and to have that in a work environment, in a bank nonetheless,
where it’s usually very traditional, very uptight, very stuffy—we’re the opposite. We
want people to recognize that we are a family and that we care about this community as a
family. That’s kind of how we’ve branded ourselves, and it’s kind of a natural branding,
it’s not something we’re forcing, it’s who we are.” (McKie 2019)
1. Geographic lines around purpose
Trad Campbell’s answer to the question about Lee Bank’s purpose summed up what most of the
interviewees said: “Lee Bank’s mission is to fulfill needs in the local community, and to continue
to help the local community to thrive, to help depositors feel that their money is safe, and to help
businesses and individuals achieve their goals” (Campbell 2019). Dan Holmes, a member of the
Board of Trustees and a member of the governance and audit committees made it very clear that
a geographic definition of community is inherent in the way Lee Bank understands its purview:
“We have a defined market area. And although we’ve grown that market area recently I
think we do a good job of really focusing on the needs of our market that has now grown
to Great Barrington […] and also to Pittsfield […] Within that market I think our purpose
is to develop business and have a full understanding of what is here. And what isn’t here
is important too. And then plugging ourselves into those organizations in the area where
we can help, not only as bankers (which I’m not), but as facilitators and leaders.”
(Holmes 2019)
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Wendy Healey emphasized that all of Lee Bank’s resources are deployed within the geographic
footprint of its five branches:
“When you think about our hyper-local focus from a business perspective, every deposit
that’s put into Lee Bank is turned around and deployed into a business loan or a mortgage
to people in the communities where we have branches. We’re not redistributing the
wealth out to Boston or to Milwaukee or wherever, we’re supporting the local economy
in a very real way […] That’s the most important thing that we do. And really, it’s a
differentiator.”(Healey 2019)
Chris Kinne was succinct: “in the simplest form, we are deposit gatherers and we make loans.
And both of those serve the community, our area” (Kinne 2019).

2. A duty to serve the community beyond the limits of business
Wendy Healey, Dave Bruce, Brandy McKie, and Dan Holmes all put emphasis on the role that
Lee Bank and Lee Bank employees play in donating money and time to efforts outside of the
business of banking. When asked how Lee Bank can help to address some of the issues that she
had identified as challenges for Berkshire County, issues such as wealth inequality, an aging
population, a lack of diversity in decision-making roles, Wendy Healey pointed to donations,
service by bank employees on non-profit boards, and partnerships. “Most importantly,” she said,
“we need to be part of the community, and not just live or work here, but find ways to engage on
any number of levels.” Brandy McKie echoed this sentiment, emphasizing participation:
“We have to be accountable to the community we’re in. That is the overarching
[concern]—it’s not just taking care of the employees, taking care of the customers, but
we have to constantly think about, ‘OK, what are we doing? We say we’re supporting the
community, it looks like we are, but how are we doing it? I think it really starts there.
[For example,] if we can show that [we have] 100% employee participation for the
United Way. […] The United Way does so much in this community, and we are able to
be a part of that. And Chuck is on the board. There are just so many things in this
community that we need to be a part of, not because we should, but we need to be, as a
stakeholder in this community. And we do. It’s not just that we’re giving a donation of
$500 to help out this program. No, we’re stakeholders. We have a role we need to play.
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And Chuck is very much aware of that and he does a great job […] making sure that’s on
the forefront.”(McKie 2019)
Dan Holmes focused more on the consultative role bankers can have when they lend their
expertise to community efforts. He said that he thought that financial institutions’ role in
addressing the challenges facing the Berkshires is “primarily guidance.” He continued:
“I think Lee Bank, in particular, does a wonderful job of interacting within the
community on various boards within various organizations. I think that’s a key
component to those organizations, seeing the right direction and having some financial
background to develop their growth in ways that are realistic.” (Holmes 2019)
There are limits to what bankers can do, he argued—for example, they cannot finance a public
transportation system in the Berkshires—but he said that having cross-pollination between
leaders of the bank and leaders of other organizations, is “highly valuable” (Holmes 2019).

3. Mutually beneficial relationships
A common theme throughout the interviews was the premise that what good for the community
was good for Lee Bank, and vice versa. For example, Chris Kinne said, “That’s kind of how I
view my role, not just as a lender. […] It’s to serve in an advisory role to that business. Because
obviously, if that business does well we all win, right? The bank wins, the customer wins, so on
and so forth” (Kinne 2019). For his part, Holmes pointed out that the bank’s volunteer efforts in
community organizations are synergistic with the business side of the bank’s purpose:
“I find [plugging ourselves in] very important, and I find it a great business development
opportunity, from a selfish side, for the bank’s growth. It’s a great opportunity for us.
We’ve had some wonderful successes with organizations that hadn’t used us as a bank
but now do because of the involvement we had with them first. I think in a small rural
area like this everybody is a partner.” (Holmes 2019).

59

Trad Campbell positioned mutual benefit at the core of Lee Bank’s identity when he said that the
mission of Lee Bank was “to offer products and services that enhance relationships and provide
mutual benefit to both the customer and the bank” (Campbell 2019).

4. Standards
Susie Brown, Brandy McKie, and Chris Kinne all made explicit that Lee Bank aims to do its
work to the highest standards. For example, thinking about the bank’s purpose prompted Chris
Kinne to think about his duty to keep his customers’ business confidential. Susie Brown put
emphasis on creating “the best possible environment” for each customer: “We follow all
compliance. We follow all rules and regulations. But we have amazing customer service and I
think that sets us aside.” (Brown 2019a). Brandy McKie brought up the Wells Fargo scandal in
order to contrast Lee Bank:
“I am starting to see a shift, I would say […] but I really do feel that if community banks,
local banks, if they can be empowered […] it affects the global scale. We try to get away
from what happened at Wells Fargo and Bank of America and Capital One. What
happens at those mega banks has such a ripple effect on the global economy. And it has
actually helped us, the small local banks, because it empowers us more. Customers want
to be a part of a local bank that gives to their community, where they know where their
money is going, they know how it is being invested locally. Especially here in the
Berkshires, that’s such a valuable trend and theme for people to want to be a part of. So I
think local banks definitely have a huge impact on the smaller scale, which I’m hoping
will make a larger impact.”(McKie 2019)

5. Stability, continuity, independence
In the discussion about Lee Bank’s purpose, preserving the institution’s independence rose to
such prominence that it appeared to rank as a purpose in itself. In fact, it was the very first thing
that Dave Bruce said on the topic of the bank’s purpose:
“If you’re a public institution, […your] purpose is to maximize the return to the
stockholders. [But in the case of Lee Bank] I believe that the purpose is to ensure that
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consumers and businesses in our local communities always have a community bank –in
its most basic definition—available to them. So we’re not just a country like Canada that
has basically six or seven banks and that’s it. I mean, there are no community banks in
Canada. So that’s why we have been very focused on remaining independent and
mutual.” (Bruce 2019a)
Trad Campbell reinforced this, saying that Lee Bank’s reorganization to a Mutual Holding
Company signified a “renewed and ongoing commitment to mutuality and independence”
(Campbell 2019). In my interview with CEO Chuck Leach, he said that everyone “should have
the option” to work with a bank “where the shareholder is not in the room:”
“Whether you like it or not, every decision that a bank that is publicly traded makes, […]
the shareholder is in the room. They have to take that into consideration and we do not.
And I think that we feel that that’s a role that’s still important. And obviously I have
bought into it wholeheartedly. Dave has always run with that mandate, and it has just
resonated more and more with me.” (Leach 2019)

b. Mutuality
i. Function follows form?
After asking my interviewees about the purpose of Lee Bank, I asked each of them “how is this
purpose ‘baked in’ to the business model? (if at all).” Most interviewees answered with some
variation on a theme, highlighting three key elements, 1) the continuity of purpose over the
whole history of the bank, 2) the mutual structure, and 3) strong leadership that places an
emphasis on the bank’s mutuality and history. Wendy Healey hit most of these points in the
following answer, adding that Lee Bank’s local focus is also its competitive advantage:
“In some ways it’s always been there. We’ve been around for more than 160 years. To a
certain extent it’s been there long before I got here, and long before Chuck got here. It
really starts with the people, it starts with the employees who know the community, who
have grown up here, or who have specific skills that they bring to the party. I mean, part
of it is just our structure. We actually have a mutual holding company that owns another
bank as well. But at the end of the day it’s all mutual, there are no outside investors. That
structure in itself goes a long way to bake it in. And then our competitive environment
does, too, because we’re a small bank in a sea of larger regional and national banks, so it
just means that we can’t beat them at their game, we have to play our game, and change
the rules that way.” (Healey 2019)
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Like Healey, other interviewees saw the bank’s purpose, in all the dimensions described in the
previous section, as an almost natural part of Lee Bank’s identity. For example, Dan Holmes
responded, “it’s part of our being, part of who we are,” (Holmes 2019). Chris Kinne said, “This
is how we have always operated. We are consistent,” (Kinne 2019).

As Wendy Healey’s answer makes clear, there appears to be a distinct link in the minds of
interviewees between independence, continuity of purpose, and mutuality. To elicit thoughts
about this, I asked, “How, if at all, does Lee Bank’s history as a mutual bank influence its
current purpose, strategy, or practices?” To this question about the bank’s mutual status, CEO
Chuck Leach answered: “It’s in our DNA to be independent and to focus on this geography and
our own backyard. So that history has always been there. You drive around the county and we’ve
bootstrapped so many businesses and stuck by so many businesses that that’s just our heritage
and that’s who we are going forward,” (Leach 2019). Like Leach, most interviewees made a
direct connection between mutuality and independence, and most focused on mutuality as the
mechanism for preserving independence.

The stakeholders I interviewed could each clearly articulate how Lee Bank’s independence had
an effect on how Lee Bank operates. Chris Kinne, who is a commercial lender, said that he had
observed a high level of predictability and consistency in the bank’s underwriting criteria over
time. He explained that some banks might make loans just for the purpose of padding the balance
sheet, but that Lee Bank never did that: “If for some reason we’re off budget, one thing Lee Bank
has always done is stay true to its underwriting standards. We’ve always stayed the course, even
in good times or bad times,” (Kinne 2019).
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Kinne’s response points to Lee Bank’s ability to forgo short-term earnings in favor of long-term
benefits. This is something that Dave Bruce, Wendy Healey, Trad Campell, Chris Kinne, and
Dan Holmes all focused on. Trad Campbell said the mutual model “provides the flexibility to
consider the big picture without the persistent, short-term pressure to produce earnings that is
prevalent in public banks,” (Campbell 2019). Dan Holmes said being mutual allowed the bank to
take a “longer-term view,” not only in terms of capital investments like new branches but also in
terms of whether it would approve a loan to a business that might “fall outside the bank’s general
risk appetite” (Holmes 2019). Kinne added a different wrinkle to this point, noting that
profitability could actually result from concentrating on things other than only profitability:
“Obviously, we’re a for-profit business, so we’re still focused on profitability, but a lot of what
we do to get that profitability is to give back to the community” (Kinne 2019).

Bruce reemphasized the role of mutuality/independence in decision-making: “all the decisions
that affect this organization are made within these four walls. We don’t have to run to an out-ofarea headquarters to make those decisions. We’re not dangled like a puppet by a corporate entity
or corporate headquarters,” (Bruce 2019a). Healey argued that another advantage of Lee Bank’s
mutuality is the way it has created alignment between the interests of the board, employees, and
customers. As she put it:
“the face that we present to the public in our advertising is the same face that we present
to the board and to our employees. […] We are so lucky. We are so well aligned, and
many many banks and other businesses are not. They have different silos or they have
‘the initiative of the month.’ And we are just the same all the way through, which I think
is hugely important.” (Healey 2019)
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ii. Ambiguities of the mutual form
While each interviewee was very eloquent when it came to explaining the importance of Lee
Bank’s independence, the interviews revealed a certain amount of fuzziness about mutuality as a
concept. Senior management and board members were very clear about the key elements of the
mutual structure, i.e., that Lee Bank has a Mutual Holding Company that owns two subsidiaries
(Lee Bank and Freedom National Bank) and that the MHC has no shareholders. Everyone was
clear about who does not own Lee Bank, but there was more variation in the answers about who
does own Lee Bank. For example, Dave Bruce said that “the depositors of a mutual don’t have
any ownership interest,” (Bruce 2019a) while Chris Kinne said that “we are owned by our
depositors.”

Brandy McKie, who, (along with Kinne) was one of only two interviewees who were not a
senior manager or a member of the board, said that Lee Bank’s customers want to know that
“we’re not going to be bought out” and that they want to be a part of “something that has roots”
(McKie 2019). In other words, McKie did not think about Lee Bank’s structure in terms of
mutuality, but rather in terms of independence and stability.

Wendy Healey explained mutuality by saying “it’s like being in a club. We exist to benefit our
employees and our customers,” but she noted that it can be a difficult concept to convey. “When
you say the word ‘mutuality’ it’s guaranteed to glaze people’s eyes over. It’s not an intuitive
thing. It’s not a concept that people get without having lived it for a period of time,” (Healey
2019). Trad Campbell directly flagged the ambiguity that surrounds the meaning of mutuality
when I asked, “To whom is Lee Bank accountable?” His response was “Accountability is a
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fuzzy concept, because we are not really owned by anybody.” This circumstance “requires
discipline,” he noted, but he also made a point of explaining the role of corporators, who he
described as a “collective that sits there to keep us accountable to the community” (Campbell
2019). The role of the corporators of Lee Bank will be discussed in a subsequent section.

iii. Communicating mutuality
In light of the strong interconnection between mutuality, independence, and Lee Bank’s purpose,
it is clear that communicating the meaning of mutuality is a key organizational endeavor. Wendy
Healey, who is SVP of Retail and Marketing, described efforts to communicate this aspect of
Lee Bank’s business model: “We talk about it all the time. Whenever Chuck [Leach] is giving an
update he talks about that differentiator, that we are not a public bank, and that makes a
difference […] and the people who work here do know that.” (Healey 2019). Based on what I
heard from Healey and others, as well as what I observed at the Annual Meeting, it appears that
this communication job is largely taken up by the top leadership of Lee Bank, namely Dave
Bruce and Chuck Leach.

In my interview with him, and again at Berkshire Financial Services, Inc.’s Annual Meeting on
April 2, 2019, Board Chair Dave Bruce used storytelling to communicate the importance of
mutuality. In our interview, Bruce said that he frequently argues that “a mutual to stock
conversion is a death penalty for the institution” (Bruce 2019a). At the Annual Meeting he said
that “to exit mutuality is a direct threat to independence,” and that “independence and mutuality
go hand-in-hand,” (Bruce 2019b). In both instances, he illustrated his point by telling the stories
of other banks (in Rhode Island, the Pioneer Valley, and in Southern Berkshire County) that
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converted to stock ownership and then ceased to exist because they were acquired by larger
banks. At the Annual Meeting, where he was speaking to the corporators of the bank, Bruce
explained that the senior management of the bank understands the importance of mutuality, and
that “it is important for the corporators to understand, too” (Bruce 2019b).

Citing Dave Bruce, Chuck Leach also argued that conversion to stock ownership is a “death
sentence” for a mutual bank, but he did not draw on the same stories as Bruce. Instead, he
formulated his own language, saying that going public “bastardizes the model” of community
banking, explaining that “Our master is the community, but once you go public all that changes.
Your master becomes the shareholders” (Leach 2019). To illustrate his point, Leach drew on his
own experience working for a publicly traded bank, and drew comparisons to what it is like to
work at Lee Bank. Interestingly, this is the same device that Brandy McKie used to illustrate
what makes Lee Bank special. She compared her experience at Lee Bank to her experience at the
shareholder-owned bank where she worked before Lee Bank. She drew heavily on the sharp
contrast between the two during my interview with her, and she said having experienced that
contrast helped her to explain to customers why they would like banking with Lee Bank.

While all interviewees agreed that it was important for those who govern the bank (board, senior
management, and corporators) and who work at the bank (employees) to understand that Lee
Bank is a mutual, they were not as adamant about the importance of conveying this to the general
public. Instead, Trad Campbell, Wendy Healey, and Brandy McKie all pointed to Lee Bank’s
new business strategy, called the “Customer Intimacy Program,” as a key to expressing Lee
Bank’s identity in terms that customers and general members of the community would easily
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understand. This is a program that encourages and empowers Lee Bank employees to “go the
extra mile” (Healey 2019) to take care of Lee Bank’s customers and fellow employees. Each
branch has a budget to spend on special efforts—such as a note or gift for a customer who has
had a baby—and the bank has adopted non-financial key progress indicators—such as social
media engagement, employee engagement, and vacancy rate of jobs. Healey and McKie also
pointed out Lee Bank’s marketing, which features actual Lee Bank clients and employees, never
using stock photography, as an important communication tool that conveys Lee Bank’s local
focus. It does not, however, explain its mutuality.

c. Role as employer
When I asked “To whom is Lee Bank accountable?” my interviewees’ answers included the
board of trustees, employees, customers, depositors, borrowers, corporators, regulators, and the
community at large. All of these relationships are—to some extent—legally defined, and some
could even be thought of as mechanical. For example, the bank must meet the requirements of its
regulators (chiefly the Federal Deposit Insurance Company) in order to continue to do
businesses. However, some of these relationships have more room for creativity and
interpretation. The two groups that provoked the most discussion in the interviews that I
conducted were the corporators and employees. The corporators will be discussed shortly, but
this section will explore Lee Bank’s attitude towards its employees.

As Dan Holmes and Chuck Leach both pointed out, accountability between employer and
employee is always a “two-way street” (Leach 2019). However, most of my interviewees
focused on one side of that street: Lee Bank’s obligations and actions towards its employees,
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including comprehensive benefits packages and a human-development approach to performance
management. Trad Campbell observed that there has been an enhanced emphasis on employees
under Chuck Leach’s leadership, and explained that the operating assumption is that happy
employees will do better work: “We are accountable to employees because we need them fully
engaged in the philosophy and in the company and happy to be here” (Campbell 2019). He said
his own personal work-place motivation has been reinforced and strengthened by this new focus.

Chuck Leach corroborated what Campbell said, adding that the employees “differentiate us and
are the fabric of our community at the same time.” He said community banks have an important
tradition of being stable employers, and that by offering stable employment to members of the
community, Lee Bank is in fact contributing to community development. He described a
“multiplier effect out in the economy” that occurs when employees feel secure and confident
enough to buy a house, buy a car, or have kids (Leach 2019).

Susie Brown, Senior Vice President of Administration and Human Resources, argued that
offering attractive compensation and benefits packages is essential for attracting and retaining
the best candidates. This takes on heightened importance considering that Trad Campbell, Chris
Kinne, and Brandy McKie all echoed Brown in the claim that attracting and retaining motivated
and qualified employees was one of Lee Bank’s central challenges. Brown explained that the
bank hires a professional compensation consultant to do a review of its compensation plan each
year, and Lee Bank aims to offer compensation that ranks at least in the 50 th percentile of peer
institutions (Brown 2019a). Because Lee Bank has difficulty competing on compensation with
other regional banks that “have bigger pockets,” (Brown 2019a) Lee Bank’s strategy is to offer
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comprehensive benefits that are well-tailored to the needs of employees. Brandy McKie
concurred, saying that the benefits offered by Lee Bank are “the best benefits around,” and they
are “not just a cookie cutter plan” (McKie 2019). With the benefits factored in to the equation,
Leach says, “our salary and benefits [expenses] are much higher than our peers” (Leach 2019).
The table below lists the benefits advertised by Lee Bank (“Careers | Lee Bank” n.d.).
Table 4: Employee benefits at Lee Bank

Compensation
Competitive starting salaries

Financial Wellness
529 College SaveUp Plan

Incentive compensation plan
Paid vacation and holidays
Flexible spending account
Health Savings Account
(partially funded by Lee Bank)

Student Loan pay down program
401K Plan
Profit Sharing Plan
Free Financial Planning through
October Mountain Financial
Advisors

New employee referral
program

Health and Wellness
Medical Insurance including
fitness, mind & body, weight loss
program allowances
Dental insurance
Vision Insurance
Bank Paid Disability Insurance
Group Term Life Insurance

Employee Assistance Plan
Wellness programs (fitbits)

Education
100% employer-paid
secondary education
100% employer-paid
continuing professional
education

Berkshire County Partnerships
& Other
Berkshire Grown (annual cash
allowance)
BerkShares, Inc. (annual cash
allowance)
Electric Vehicle Charging Stations

The benefits that interviewees highlighted as particularly significant or special were all education
and health-related. Brandy McKie was particularly enthusiastic about the college saving plan for
employees with young children, to which the bank contributes $100 per month. She and Trad
Campbell were also proud of the student loan paydown program for employees with student
debt. McKie estimated that a dozen employees are enrolled in this program, through which the
bank pays down a certain portion of its employee’s student loan principal each month. Susie
Brown emphasized Lee Bank’s commitment to paying the full cost of tuition for employees who
want to pursue an Associate’s, Bachelor’s or Master’s degree, or the New England School for
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Financial Studies at Babson College while continuing their career at the bank. Chuck Leach
focused on “having an aggressive health insurance plan so when somebody has a health crisis it’s
not incredibly disruptive to their family unit […] so it’s not stress layered on stress” (Leach
2019).

To illustrate how Lee Bank thinks outside the box about benefits, Susie Brown explained how,
during the 2018 holiday season, the bank gave out 100 ‘market bucks’ and 100 BerkShares to
each employee. This end-of-year gift was specially designed to encourage employees to spend
the money at the holiday farmers’ markets organized by a local non-profit called Berkshire
Grown. Rather than simply handing out a bonus check, Lee Bank created a program that
promoted two local non-profits (BerkShares, Inc. and Berkshire Grown), incentivized employees
to visit the farmers’ market (where they might never have shopped before), encouraged them to
buy healthy produce, and also—through the use of BerkShares and market bucks—ensured that
all that money would remain in the hands of small business owners in the Berkshire area (who
are also Lee Bank’s customers or potential customers).

Beyond these concrete benefits, interviewees also pointed out some elements of the employment
culture that they believed made Lee Bank an especially good place to work. Chuck Leach
highlighted transparency, saying that “I’m an open book about where the bank is going so people
know and are willing to put roots down and have more confidence in making big life decisions”
(Leach 2019). Trad Campbell called attention to a “strong, open culture” of teamwork and
communication that was facilitated by Lee Bank’s small size. He also said that the leadership
style practiced by Leach and others helps employees “feel that management wholeheartedly
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wants to make our lives better” (Campbell 2019). To illustrate, both McKie and Campbell
recounted how on pay day Leach will often spend the whole day traveling around to the bank’s
five branches, personally handing out paystubs to stay in touch with all the bank’s employees.

Brandy McKie and Susie Brown called attention to Lee Bank’s approach to human resources.
McKie characterized the approach as supportive and empowering, attentive to each individual’s
career goals. She said that the bank always looks to promote from within, but noted that when
hiring from outside the organization they often face challenges finding qualified candidates.
While many of the skills required can be taught, the bank still prefers to hire people with some
experience in the field (McKie 2019). Brown described a different set of difficulties that face a
relatively small organization like Lee Bank. She said that, while she and the rest of the bank’s
leadership take career development seriously, she also wants everyone to be “happy where they
are” because there are somewhat limited opportunities for advancement. To avoid people
bouncing around whenever a position opens up, she says that bank managers work with
employees to lay out very clear plans for career development, including clear skills checklists for
each position.

Put briefly, Lee Bank seeks to motivate, attract and support its employees by offering
comprehensive benefits and creating a rewarding and supportive work environment. Everyone I
interviewed was proud of the bank’s accomplishments in this area, and almost every person
pointed out that Lee Bank had been named “Best employer in the Berkshires” by the Berkshire
Eagle’s reader’s choice awards for 2017 and 2018. Said Susie Brown, “Best employer? I am
more proud of that than anything else I’ve done in my entire career!” (Brown 2019a).
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c. Role of corporators
Along with employees, regulators, the Board of Trustees, and the community-at-large,
interviewees also called attention to corporators as an important group of stakeholders to whom
Lee Bank is accountable. This accountability is, to a large degree, legally defined. According to
the Massachusetts law governing mutual holding companies, 13 the Board of Corporators are the
subset of depositors who have the power to elect the MHC’s Board of Trustees. However, my
interviews with employees and board members of Lee Bank reveal a certain amount of
ambiguity about the role of corporators, ambiguity that might indicate fertile ground for further
investigation or reflection. To that end, this section will share some of the observations and
questions raised in my interviews.

To some extent, the legal structure of a Mutual Holding Company resembles a representative
democracy like the United States. The depositors are analogous to the entire population of a
country—some of whom are excluded from voting for various reasons. The corporators are
analogous to voters—they are the subset of the “population” of depositors that has met a set of
criteria that makes them eligible to vote for the people who will be given leadership roles. The
Board of Trustees is therefore analogous to Congress—most decision-making power is delegated
to them, but the corporators (“voters”) represent a check on their power. For example, the Board
of Trustees could initiate a corporate conversion to shareholder ownership, but the corporators
would have to approve it. (Corporators could also potentially force a conversion, which would
resemble legislation by referendum). Where this analogy breaks down is in the fact that the

13

Massachusetts General Laws, Part I, Title XXII, Chapter 167H, Section 4 discusses the board of corporators for
mutual holding companies.
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Board of Trustees has the power to handpick the corporators. While there are some basic criteria
for corporators, neither the Berkshire Financial Services, Inc. by-laws nor the Massachusetts
General Laws lay out any process for choosing who from among the depositors should become
corporators.

Not all my interviewees spent time discussing the role of corporators in the governance of the
bank, but Trad Campbell, Dave Bruce, Chuck Leach, and Dan Holmes did. These interviewees
thought about corporators in three main ways, 1) as informants/consultants to the Board 2) as
ambassadors/advocates of the bank to the community, and 3) as agents of accountability, making
sure that the bank’s Board and management were making decisions that serve Berkshire
residents. Some interviewees emphasized one of these roles over the others, but there was no
indication that any of these roles are understood as mutually exclusive; most interviewees wove a
number of these roles together in their descriptions.

Dan Holmes connected the role of corporators to the idea of democracy by comparing the
Annual Meeting of corporators to the Town Meeting form of government common in New
England towns like Lee. He also called attention to the corporator’s roles as advocates and
consultants, saying that the corporators “expand Lee Bank’s base of influence and vision,”
(Holmes 2019). Trad Campbell described the corporators as “a collective that sits there to keep
us accountable to the community.” He went on to say that corporators “represent the
community,” (Campbell 2019).
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Chuck Leach acknowledged the important role that corporators play, but also noted the odd
position they occupy. He said, “it’s pretty funky, because on the one hand it seems like kind of a
removed role, but they have the ultimate power, with control over governance issues.” After
explaining that corporators have the power to choose the Board of Trustees, he also brought
attention to the corporators’ more everyday advocacy role as “walking, talking billboards for the
Bank” (Leach 2019). When I brought up the idea that corporators role is as representatives in a
kind of democratic system, Chuck Leach said, “I never thought about it that way, but I think you
make a good point. We’re selecting a subset of our depositors that we think are good
ambassadors and are representative of the bank culture and the bank, and they must have good
judgement if we’re saying that they have voting power” (Leach 2019).

A common theme that arose in these interviews was that corporators have latent power to
influence Lee Bank that is not always fully activated or realized. Chuck Leach reflected that “the
corporators are very powerful but we just don’t see them very often.” (Leach 2019). Dan Holmes
pointed to the same practical limitation, saying that the amount of influence that corporators have
on the direction of the bank depends on how engaged they are, or how engaged they are invited
to be (Holmes 2019). Dave Bruce, too, thought of the corporators as a group that had more
power than they usually exercised, although he did say he has heard stories about a few groups of
corporators who enacted change—the two cases he recalled both involved corporators forcing
the conversion of a mutual banks to a stock banks for self-serving reasons.

Bruce, Leach, and Dan Holmes all agreed that the leadership transition at Lee Bank, (with Chuck
Leach taking over from Dave Bruce as CEO) has led to a new focus on the corporators. One
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example of what this engagement looks like is that Leach attempts to meet with each corporator
at least once a year for a one-on-one update on the bank’s status and strategy. The Annual
Meeting provides another good example. The Annual Meeting, which takes place each April, has
traditionally been the main point of contact between the leadership of Lee Bank and the Board of
Corporators. Dan Holmes said that the Annual Meeting used to be “a forty-five minute
presentation, followed by a social networking opportunity” (Holmes 2019). This year, at the
suggestion of one of the corporators, the Board of Trustees redesigned the meeting’s format to be
more conducive to collecting input from the corporators. As Leach explained it, “Dave and I felt
like ‘let’s make this more valuable for everybody.’ You guys are out there, boots on the ground,
or eyes and ears from a variety of different businesses. Let’s glean something from you, and
hopefully that’s value back to you as well, through your peers within the corporator group”
(Leach 2019).

This year, on April 2, 2019, the meeting was held in the morning, instead of the evening. Dave
Bruce made introductions, drew attention to the bank’s mutuality, presented the bank’s financial
position, and held elections. Then, the attendees were organized into three break-out discussions.
The break-out topics were the following: 1) Where are the market opportunities for Lee Bank in
the current Berkshire economy? 2) Where is the local Berkshire economy heading? 3) How are
local businesses adapting to the rise of online commerce, and what lessons might there be for
Lee Bank? Each group was facilitated by a board member who was prepared with discussion
questions on the topic, and members of senior bank management sat in with each group to listen
and take notes. After the break-out sessions, everyone reconvened and a representative from each
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group shared some of the main takeaways from their discussion. There was only a brief time for
socializing after the meeting, since most people needed to head to work.

From my observations at the Annual Meeting and an examination of the list of corporators, the
current Board of Corporators of Lee Bank consists mainly of business owners, along with a few
leaders of non-profits and some educators. At 31, I was the youngest corporator in attendance at
the Annual Meeting, and the Board of Corporators is mostly middle aged or older. There are no
Lee Bank employees who were not senior management or retired senior management on the
Board of Corporators.

d. Social and Environmental issues
Lee Bank does not espouse a triple bottom line (“people, planet, profit”) approach, but as we
have seen, it does take its role as a community bank seriously. In order to better understand how
Lee Bank stakeholders understood the bank’s role or responsibility in relation to social and
environmental problems or issues, I asked interviewees the following two questions: “How do
values or concerns about social issues inform the strategy or practices of Lee Bank?” And “How
do values or concerns about environmental issues inform the strategy or practices of Lee Bank?”
The interviewees had already been prompted to list such issues earlier in the interview, when I
asked “What do you think are the most significant challenges facing the Berkshire community at
the moment?” By asking about “values or concerns” and leaving the “social issues” and
“environmental issues” vague, I deliberately left these questions open-ended in order to
encourage free-ranging responses on the part of the interviewees.
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Fairly consistent themes were present in the responses to these questions across all of the
interviews with Lee Bank stakeholders. Based on the brevity of their answers to the
environmental question, it appeared that interviewees had thought much more about Lee Bank’s
role in addressing social issues such as poverty and the lack of affordable housing than they had
about environmental issues such as climate change and pollution. In fact, environmental issues
were evidently not top-of-mind for interviewees, since their responses to the “significant
challenges facing the Berkshires” question focused on social topics such as the region’s aging
and declining population, wealth inequality, the need for middle class jobs, new wealth creation,
and affordable housing, and the lack of diversity in the population, leadership, and economy.

i. Environmental concerns at a remove from the bank’s business
Some interviewees did not see environmental concerns as Lee Bank’s bailiwick, except when it
came to compliance with environmental regulations. As Wendy Healey readily explained,
“We’re not putting things through that filter as we make decisions, but to the extent that it’s
something important or a risk management technique [it is taken into account]” (Healey 2019).
Similarly, Chuck Leach said, “I don’t think it’s our place, necessarily” and then went on to say
that fortunately the bank is constrained by regulations, so they “do not have to worry about some
things” such as a Title V (septic system) violations (Leach 2019).

While Leach and Healey were thinking about the environmental impact of Lee Bank’s lending,
Brandy McKie brought up a different angle: the environmental impact of Lee Bank’s own
operations. McKie described an “internal think tank” that Leach had instituted when he took over
as CEO. As McKie described it, this is an avenue for Lee Bank employees to submit ideas they
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have for making Lee Bank better. She says that one employee, for example, suggested that the
bank reduce the use of paper by mailing customers their savings account statements only every
three months, rather than every month. McKie used this example to illustrate how the internal
think tank allowed employees to act on their personal environmental concerns and create positive
change within the bank.

Like Healey and Leach, Dan Holmes and Chris Kinne thought about Lee Bank’s ability to have
environmental impact through its lending decisions. They both used as an example the possibility
that Lee Bank might invest in the development of solar arrays, but Kinne noted that “we don’t
get a ton of those requests,” (Kinne 2019). Kinne, Healey, and Holmes all confirmed that Lee
Bank does not have official criteria that encourages “green” investment, but they all emphasized
that the bank had the freedom to use its discretion to make green investments when appropriate.
Holmes, in particular, illustrated how Lee Bank might employ a both positive and negative
screens to decide when and when not to lend to a solar development:
“For instance, and […] this isn’t something we have dealt with, but it’s currently a very
hot topic: the solar development industry and the locations of solar projects. That’s an
area where a bank […] could say ‘we will support the funding of a project of that nature
if it’s located correctly,’ but if it’s sitting in somebody’s backyard and it’s going to
negatively impact a neighborhood or a community at-large, you just don’t pursue those
types of projects. So I think that’s where we can have the latitude to decide whether to
pursue or not pursue. And if it comes to us we take a look at it but it’s clearly an
opportunity to say ‘no, that really doesn’t fit our philosophy, whether from a social or an
environmental standpoint. And I think we have the courage to make those
decisions.”(Holmes 2019)
ii. Social concerns integrated into the “charitable side” of the business
Interviewee’s responses about Lee Bank’s role in addressing social issues were much more
robust. There were four central ways of thinking about this topic, none of which were mutually
exclusive: 1) the bank addresses social issues through its charitable giving, 2) the bank addresses
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social issues by being an excellent employer, 3) the bank addresses social issues in partnership
with other regional businesses and non-profits, and 4) the bank’s employees contribute to social
change through their volunteer efforts.
Table 5: Lee Bank’s charitable giving criteria

Priority

Types of programs or organizations

Dave Bruce’s response to a question about how

1

Providing social services to low-tomoderate income families

Lee Bank considers the needs of the low- and

2

Providing arts and recreation to
low-to-moderate income families

moderate- income residents of the Berkshires

3

Providing services or programs for
the good of the community as a
whole

exemplified the first and third attitudes. Bruce
focused first on the bank’s partnerships with

organizations like Mass Housing that serve first-time and low- and moderate-income
homebuyers, and then on the bank’s charitable giving criteria, which prioritize programs that
serve the low- and moderate-income residents of the Berkshires. (See Table.)

When asked whether the bank can incorporate social or environmental values into its business
decisions, he said, “That one’s a little bit harder. Once again, it kind of gets back to the charitable
side of the organization” (Bruce 2019a). He explained that, when it comes to its business
decisions, the bank is bound by underwriting regulations. In other words, it cannot make loans
that are not likely to be repaid. Therefore, it makes more sense for Lee Bank to act upon its
social values in the charitable realm, where it is not bound by regulations, rather than in the
business realm. However, partnerships like the one Lee Bank has with Mass Housing can make it
more possible for the bank to make loans that might otherwise be considered too risky. The way
that particular partnership works is that Lee Bank will originate a mortgage to a first-time
homebuyer on behalf of Mass Housing, and Mass Housing then purchases that loan from Lee
Bank immediately after the deal closes (Bruce 2019c). Bruce and Chris Kinne both mentioned
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collaborative arrangements in the past, where Lee Bank has pooled capital with other regional
financial institutions into a community development fund in order to share risk. Bruce noted,
however, that these collaborations have faced challenges.

Chuck Leach’s answer to the questions about how values or concerns about social or
environmental issues inform Lee Bank’s practices or strategy echoed Dave Bruce’s answer, but
Leach said that he thought of charitable giving as only fifty percent of Lee Bank’s “social
mandate” (Leach 2019). He agreed that charity is an essential part of what Lee Bank does,
pointing out that the bank gave away $150,000 dollars last year, exceeding by two percentage
points its stated goal of giving away five percent of its yearly retained earnings. However, Leach
argued that support of the bank’s employees formed the other fifty percent of the bank’s social
mandate. The details of this support have been listed in a previous section. Like Leach, Wendy
Healey stressed Lee Bank’s employment practices as an important element of how the bank
incorporated social values into its business model.

Common to all interviewees was a focus on the role of Lee Bank employees as volunteers out in
the community, offering their time and expertise to important causes. Dan Holmes, Wendy
Healey, and Trad Campbell also discussed how important it was that the decision-makers at Lee
Bank “stay aware of major issues in the local economy” in order to exercise well-informed
discretion about whether potential business deals aligned with the “standards, morals, and
politics” of Berkshire residents (Campbell 2019).
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iii. Relationship lending and serving low- and moderate-income residents
In response to two slightly more targeted questions about how the Lee Bank views its role in
relation to low-income or historically disadvantaged people and how “relationship lending”
applies to Lee Bank, interviewees generally followed the same train of thought as they had in
response to the “social issues” question—they thought of the avenues for action as charity,
volunteering, or partnerships. However, Chris Kinne, Brandy McKie, and Susie Brown added a
few elements that are worth including here.

Kinne admitted that it was easier to make character-based loans in the past, and pointed out that
current regulatory frameworks require Lee Bank to rate all their loans based on their riskiness,
preventing Lee Bank from making loans that do not look good on paper. However, he did
indicate that, once the loan was approved, the “beauty of being a community bank” is that the
lenders know their borrowers well, and can act as partners to borrowers through the ups and
downs of their financial fortunes (Kinne 2019).

Kinne also made the point that Lee Bank’s lending decisions are request-driven, and that the
bank’s context shapes its opportunities (Kinne 2019). Lee Bank’s commercial lenders cannot
lend money to entrepreneurs or projects that never apply to them for a loan. That means that
there is a selection bias to the kind of economic development that Lee Bank funds. Only the
entrepreneurs that have the wherewithal to seek funding have the chance to be funded. And
because Lee Bank operates within a geographically defined market area, only the projects that
are suited to the Berkshires or that people think are suited to the Berkshires will come across the
desk of a lender.
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Brandy McKie brought a slightly different perspective to the question about Lee Bank’s
relationship to low-income or historically disadvantaged people—the idea that the bank could in
fact serve them by hiring them for stable jobs with excellent benefits. As a manager herself, she
attested to the bank’s intention to be inclusive in its hiring practices. “We are constantly trying to
expand our employee base. We need more men sometimes. We need people of different
ethnicities” (McKie 2019). But, she said, most of the applicants they see are white women. Susie
Brown picked up on this point, as well, explaining that as Senior Vice President of Human
Resources she does everything she is required to do as an Equal Opportunity Employer, plus
everything else she can think of to hire diverse candidates, but that “people don’t drop off their
applications like they used to” (Brown 2019a).
Brown noted that Lee Bank has an affirmative action plan, she lists positions on MassHire.gov,
and she reaches out to area colleges, but she still is having a hard time finding candidates that
meet the needs of the bank. In particular, she said the bank needs Spanish speakers. Both women
stressed this as a challenge that continues to occupy them. McKie observed that diversity by
ethnicity and sex matters at all levels of the bank, “Because it is important. It shapes Lee Bank,
too—who we are and who we support” (McKie 2019).
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Chapter 7. Discussion
One of the dimensions on which solidarity economy initiatives operate, according to Loh and
Shear (2015), is at the level of consciousness. By demonstrating that economic models that
prioritize solidarity and agency can, in fact, provide for us materially, solidarity economy
initiatives open up people’s minds about what is possible. This weakens the neo-liberal narrative
that market-driven solutions are “the only way” to solve pressing problems such as wealth
inequality and climate change. In their article The Possibility of a Pluralist Commonwealth and a
Community Sustaining Economy, Alperovitz and Dubb (2013) argue that many communitysustaining economic models, including credit unions and cooperatives, already exist all around
us, and that, if seized upon and systematically promoted, they can be a part of an “evolutionary
reconstruction” that step-by-step, in a non-violent fashion, “changes the basic institutions of
ownership of the economy” so that “the broad public, rather than a narrow band of individuals,
(i.e. the “one percent”), increasingly owns more and more of the nation’s productive assets” (2).
Based on what I have learned through this case study of Lee Bank, I argue that the mutual bank
deserves to be added to Dubb’s list of “community wealth building forms” (2016).

This section will explore the connection between Lee Bank’s purpose, strategies, and practices,
and the elements of community wealth building and transformative community development that
emerged in the literature review. It will also discuss the places where Lee Bank and other mutual
banks might be able to leverage and improve their existing practices to achieve even stronger
community wealth building outcomes. First, I will discuss how mutual banking can be thought of
as a transformative community development model that enhances solidarity and fosters agency,
as well as some of the ways that Lee Bank can communicate this better. Next, I will consider
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how Lee Bank, as both an employer and a lender, fits Dubb’s definition of community wealth
building by both addressing barriers to wealth building and by leveraging capital to build
community wealth, as well as some of the bank’s limitations. Finally, I will consider more
carefully to what extent Lee Bank plays the role of a democratic institution for community
wealth building, and how it might enhance that role. Throughout this section, I will also include
learnings from my interviews with Rob Miller, CEO of VSECU, and Peter Taylor, President of
the Berkshire Taconic Community Foundation as a way to advance the analysis outside the
narrow frame of reference provided by Lee Bank on its own.

a. Mutuality as a model for promoting solidarity and fostering agency
The language of the Lee Bank stakeholders that I interviewed was full of concepts of solidarity,
which Bhattacharyya (2004) defines as “deeply held shared identities and norms,” and which
Altuna-Gabilondo (2013) says is “expressed through cooperative relations.” In their discussion
of Lee Bank’s purpose, there was broad agreement among interviewees that Lee Bank’s job was
to serve the needs of the residents of the Berkshires in a way consistent with their shared
standards, morals, and politics. Lee Bank, therefore, positions itself as a financial institution
enmeshed in the shared identities and norms of the Berkshires. Both culturally and practically,
Lee Bank stakeholders understood that the fate of Lee Bank was tied to the fate of the
Berkshires, and that the goal was to achieve mutual benefit for both the bank and the residents of
the Berkshires. Brandy McKie even went so far as to use the imagery of family to describe this
relationship.
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Less prominent in the interviews, but still present, was the role of Lee Bank in fostering agency,
which Bhattacharyya defines as the freedom or capacity of people to define themselves, rather
than be defined by others, and to intervene in the world in a way that influences the state of
affairs. For one thing, it was clear that agency was extremely important to the Lee Bank
stakeholders themselves, many of whom stressed Lee Bank’s independence and freedom to
pursue its own path. Repeatedly, shareholders were pictured as the main threats to independence.
The language that Leach used to describe Lee Bank’s independence—“our master is the
community and this geography”(Leach 2019)—was redolent of power relations. He did not want
shareholders to be “the master.”

Beyond Lee Bank’s own agency, though, it was clear from the interviews that Lee Bank
stakeholders thought of the bank’s role as fostering the agency of the residents of the Berkshires,
primarily through its residential and commercial lending. The language of service was pervasive
across the interviews. For example, Trad Campbell said that Lee Bank’s mission was to “help
businesses and individuals to achieve their goals” (Campbell 2019) and Chuck Leach said that
Lee Bank provides the financial plumbing that “enables businesses and individuals to function”
(Leach 2019). Leach also considered it Lee Bank’s “duty” to provide residential loans to
Berkshire residents who want to become homeowners—even if residential loans were not
particularly profitable to the bank.

The way that Lee Bank stakeholders positioned the bank echoed the way that Rob Miller
positioned VSECU. VSECU’s “field of membership” is Vermont residents, of which 67,000 are
member/owners of the credit union. Even though VSECU is much larger than Lee Bank, its
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context is similar to Lee Bank’s in the Berkshires. The population of Vermont, like the
population of the Berkshires, is declining. This fact informs VSECU’s strategy, said CEO Rob
Miller, because “just increasing our market share won’t make the pie bigger,” and so “we need to
leverage our capital to reverse the trends [of economic decline and population loss]” (Miller
2019). Both Lee Bank and VSECU identify themselves with a specific geography, and think of
their purpose as helping to address the challenges of the residents of that geography. Both
institutions realize that, because they are geographically limited, their fortunes are entangled with
the fortunes of the region. VSECU was perhaps more explicit about its role in fostering the
agency of its customers: Miller said that its purpose was “to improve the quality of life of [its]
members” (Miller 2019). However, Lee Bank’s approach to employee benefits and career
development was clearly oriented around advancing the agency of its employees.

Consistently, Lee Bank interviewees argued that the ability of the Lee Bank to serve the
Berkshire region was protected by its status as a mutual bank. Interviewees thought of
shareholders—who would own the bank if it were a stock bank—as disruptors of solidarity. If
shareholders were the owners, Lee Bank stakeholders argued, the bank would not be able to
exercise the discretion that it currently enjoys. Lee Bank stakeholders agreed that if the bank
were shareholder-owned, it would have to prioritize short-term gain rather than consider longterm benefits. With shareholders in charge, they said, the bank could easily neglect its “social
mandate,” which CEO Chuck Leach and others said included both locally attuned charitable
giving and excellent employee benefits.
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Rob Miller of VSECU shared the Lee Bank stakeholders’ analysis of the perils of shareholder
ownership. Miller said that member-ownership ensures that the credit union remains communityfocused, and also allows the institution to make decisions based on longer-term factors, rather
than trying to show the quarterly profits that drive shareholder-owned companies. However, he
noted that “You don’t have to be a credit union to be good. I don’t know that structure
determines, but it certainly helps.”

Both Lee Bank, as a mutual, and VSECU, a credit union, fall under the larger umbrella of
“member ownership” (Birchall 2012). From both of their cases, it appears that a structure of
member ownership protects solidarity- and agency-enhancing practices in a bank, but that
structure itself is not sufficient for advancing those practices. Lee Bank stakeholders credited
leadership and culture for keeping the bank true to its purpose, while Rob Miller said that, for
VSECU, it “starts internally, with a set of values,” because “values drive behavior.” He said that
VSECU abides by three sets of values: 1) cooperative values, 14 2) sustainable banking values,
and 3) VSECU’s internal operating values, which are about how the employees treat each
other.15

In the case of mutual banks, the core value is “mutuality.” It was clear that Lee Bank’s
commitment to mutuality is widely held by the senior management of Lee Bank and its mutual
holding company’s Board of Trustees. However, as Wendy Healey confessed, there can be
difficulty communicating the concept to a broad audience. Concepts of solidarity and

14

According to the International Co-operative Alliance, “cooperatives are based on the values of self-help, selfresponsibility, democracy, equality, equity, and solidarity” and embrace the ethical values of “honesty, openness,
social responsibility and caring for others,” (“Cooperative Identity, Values & Principles” n.d.).
15 Miller says these values include “being real, having some fun, being transparent” (Miller 2019).
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independence are currently implicit in the bank’s marketing, which features Lee Bank’s own
employees and customers and photos of the Berkshire landscape, but Healey said that “people’s
eyes glaze over” when one tries to explain mutuality more explicitly.

In my interview with him, VSECU CEO Rob Miller noted that VSECU has always been a
values-based financial institution, but that there are many “degrees” of being values-based. He
said, “We may not have always been as intentional; we have evolved. Now, we use different
terms to define it. We are more specific in how we measure it” (Miller 2019). In discussing how
VSECU has communicated its “values-based” nature, Miller noted a similar difficulty to the one
that Lee Bank faces in communicating its mutual nature: “Ironically, the piece of our brand that
people identify with the most is local. That we are locally controlled, locally managed, locally
owned, and we’re here to support the local economy and local community,” (Miller 2019).

At the same time, Miller argued that focusing more on the values-based nature of the institution
has paid some important dividends. First and foremost, he said, being more explicit about being
values-based has energized VSECU’s younger employees to the point where they would “run
through walls.” He also mentioned national and local attention from the press. There has also
been a positive response from members—“We haven’t had any members who don’t like what
we’re doing.”

Why does communicating Lee Bank’s mutuality or VSECU’s values-based/member-owned
model matter? Perhaps it does not matter to Lee Bank or VSECU individually, since each
institution continues to be financially viable even without fully communicating these things. But,
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if Lee Bank’s mutuality and VSECU’s values-based/member-owned model are in fact
foundational for their ability to advance solidarity and agency, and if we consider Lee Bank or
VSECU as part of a larger movement to advance community wealth building and transformative
community development, then it follows that communicating the particulars of their models
does, in fact, matter.

To focus back in on Lee Bank: if Lee Bank’s mutuality is masked under a less specific “local”
identity, people will not be able to discern what, in fact, sets it apart. As illustrated by
Schneiberg, Goldstein, and Kraatz, (2008) mutuality was largely discredited in the dominant
economic discourse, starting in the 1960s, and shareholder ownership became the norm. But if
mutuality does, as this thesis argues, have something important to offer, then mutual banks will
have to reintroduce the concept into people’s consciousness. Right now, at the very micro scale
of Lee Bank, it seems that difficult task is reserved primarily for the CEO and the Chair of the
Board of Trustees, who both call attention to Lee Bank’s mutuality in meetings with the Board of
Corporators and in public settings such as Chamber of Commerce events. While both are strong
spokespeople for the concept, it seems that it would be organizationally advantageous for this
communications task, which is also an education task, to be more broadly distributed.

It will certainly require strategic thinking to frame and formulate educational materials for each
different audience, but because the Lee Bank already relies on their employees and corporators
to be ambassadors and advocates, it would make sense for the bank’s senior leadership to make
sure that both groups have a thorough understanding of Lee Bank’s mutuality and what it means.
Once people have a strong foundational understanding, it is important that each person find their
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own narrative to communicate what they understand. As evidenced by the differences in how
Chuck Leach and Dave Bruce conveyed the meaning of mutuality, the narrative does not have to
be uniform to be effective.

b. Lee Bank as an agent of community wealth building
According to Dubb (2016), community wealth building centers on two key tactics: 1) leveraging
existing flows of dollars in a place-based community (especially significant flows from large
“anchor” institutions) and 2) anchoring those flows using democratically governed institutions
that “broadly share the wealth generated among community members.”

i. Leveraging local capital
The primary way that Lee Bank leverages local capital to generate wealth is through its lending
activity. By taking local deposits and deploying that capital locally as commercial and residential
loans, Lee Bank is simply doing what community banks have done for centuries. As we have
seen in Chapter 3, most banks were, until the era of deregulation, constrained by law to operate
in a geographically defined area. These constraints have loosened in the last half century, but
banks are still to some extent required (by the Community Reinvestment Act) to invest in the
areas where they collect deposits. However, as we have seen, the liberalization of the financial
sector has led to considerable consolidation, and almost half of all commercial banking assets are
now held by just five shareholder-owned mega banks. These banks operate nationally and
internationally, and so they are constantly accepting capital from one area and deploying it
elsewhere. In a way, Lee Bank and its “hyper-local focus” (Healey 2019) is old fashioned. And
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yet, all of the bankers that I interviewed were certain that Lee Bank’s role as a locally embedded
lender was extremely important to community development in the Berkshires. Why?

The Lee Bank stakeholders I interviewed all argued that the locally focused model of Lee Bank
had three major advantages. First, the embeddedness of Lee Bank in the local economy allowed
the lenders to make better decisions about what loans to make—they could be more attuned to
local economic trends and more acquainted with the reputation and resources of the potential
borrowers they interacted with. Second, this same proximity allowed them to be better advisors
to their borrowers, leading to increased success for those borrowers. Third, the interviewees I
spoke to emphasized the discretion that Lee Bank’s local ownership (through mutuality) afforded
them. They stressed that they did not have to follow orders from far-away corporate
headquarters, but could make decisions immediately, based on their own assessment, and in
some cases make loans that might “fall outside the bank’s general risk appetite” (Holmes 2019).

All of these advantages align with the concepts of relationship lending and civic capitalism
outlined by Tolbert and Mencken (2018), but there are certain limitations when it comes to how
much these elements amount to community wealth building. For example, the Lee Bank
stakeholders repeatedly explained that their ability to lend was subject to strict regulations that
prevented them from making loans to applicants who were not credit-qualified or who did not
have access to sufficient collateral. 16 These regulations, although they have been instituted to

16

It is unclear if these constraints are more pressing for a mutual bank like Lee Bank than it is for a credit union like
VSECU. The fact that the credit union is free from a tax burden might have a bearing here, since this liberates more
of the bank’s retained earnings for lending or for loan-loss reserves. In addition, some credit unions are designated
“Low-income credit unions” (“Low Income Credit Unions” n.d.) and as a result receive additional supports for
lending to low-income members. This question warrants further research.
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prevent unwise risk-taking by banks (and the consequent risk to the banking system), have the
adverse effect of excluding low-income and historically disadvantaged people from the wealthgenerating properties of commercial and residential loans.

For example, according to Lee Bank’s 2015 Community Reinvestment Act Performance
Evaluation, Lee Bank made 2 home mortgage loans in low-income tracts, 7 in moderate-income
tracts, 144 in middle-income tracts, and 45 in upper-income tracts. The examiners noted that
Greylock Federal Credit Union, which has a low-income designation, “dominated the market for
loans to both low- and moderate-income borrowers,” (“Community Reinvestment Act
Performance Evaluation - Lee Bank” 2017). This note, along with the fact that Lee Bank
consistently earns “satisfactory” or “outstanding” ratings, indicates that this is not a failure on the
part of Lee Bank to serve low-income people, but instead, a symptom of a system that in large
part looks to credit unions to carry out the job of lending to low-income people.

As I learned from my interview with Rob Miller, though, even credit unions find that the
regulations make it difficult to lend to low-income people. In its lending decisions, Miller says
that VSECU is dedicated to meeting the credit needs of all of its members, and that lenders
generally “have to get approval to say no.” However, he also notes that regulations formulated to
prevent risky lending by the really large banks are making it harder for institutions like VSECU
to engage in the kind of relationship lending that they generally want to, and he argued for
“right-sizing” of the regulations to fit the different levels of risk posed by different types and
sizes of institutions.
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At least three of the stakeholders I interviewed pointed to a phenomenon that Baradaran (2017),
too, identified: there are limits to the amount of wealth that any institution can generate using the
“self-help” strategy of leveraging existing flows of capital in a region. Dave Bruce and Chuck
Leach both identified as a weakness the fact that Lee Bank was restricting itself to the Berkshire
region, where the population is declining and there are not many significant new businesses
emerging to fill the void left by the larger corporations that have left since the 1980s (such as
General Electric). Bruce, in particular, noted that banks are not venture capitalists, and there is
only so much that traditional bank debt financing can do in terms of creating new wealth.

Although the relatively small amount of existing capital in the Berkshires is certainly a
constraining factor for community wealth building efforts, acknowledging this barrier provokes
the question “Are there more creative ways to amplify and build wealth to which Lee Bank could
contribute?” Peter Taylor, President of Berkshire Taconic Community Foundation, suggested a
number of possible approaches, all of which reached beyond just Lee Bank, and would involve
collaboration between multiple regional actors.

1. As a strategy to increase the capital available, Taylor noted that the Foundation has recently
shifted a portion of its cash deposits ($2.1 million) to nine community banks so that those
deposits could be deployed locally. He asked, “are there other deposits that could be shifted to
community banks by other local foundations or institutions?” (Taylor 2019).

2. Taylor also brought up the idea that lower income residents of the Berkshires, immigrants in
particular, represent untapped potential for economic development. However, he observed that
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the traditional path to business development often does not work for these residents. As an
example of a program that has a “laser focus” (Taylor 2019) on the particular needs of underresourced populations, Taylor named “E For All,” an entrepreneurship program that started in
the Merrimack River valley in 2010 and has since developed a Spanish-language business
accelerator and now has locations in seven communities in Massachusetts (“E For All History”
n.d.).

3. Taylor suggested that participation loans could be useful mechanisms for funding projects that
might otherwise seem too risky. 17

4. Taylor also pointed to some efforts in the Berkshires to develop sustainable supply chains. For
example, a new company called TTC Energy LLC that will be using waste wood to create wood
chips to power specialized heating systems (Lindsay 2019). Another example that Taylor shared
was a linen and laundry business, Green Apple Specialty Linens, established in Pittsfield by Mill
Town Capital to meet local demand from large institutional customers.

Taken together, Taylor’s comments suggest that, in order to foster community wealth building
that reaches a broader demographic and overcomes some of the barriers and constraints
discussed above, Lee Bank might need to break out of the dichotomy that Dave Bruce
presented—traditional debt financing versus venture capital—and parlay its strengths as a
relationship lender with local knowledge and business expertise into a broader role for itself that

17

In participation loans, multiple lenders make an investment in the same project, and therefore each risks only a
portion of the total capital needed. Typically, different lenders take different “positions,” where the lender in first
position will be paid back first, the lender in second position will be paid back second, etc.
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involves more proactively seeking out and supporting the kinds of businesses that will add to the
Berkshire economy. Lee Bank already has experience stepping into some aspects of such a role.
For example, it participated in collaborative lending projects under Dave Bruce’s leadership.
More recently, it has participated in Entry to Entrepreneurship, a business planning program run
by BerkShares Local Currency that focuses on developing businesses plans that would fill gaps
in the local economy. Besides the grant funding that Lee Bank provided for Entry to
Entrepreneurship, what made Lee Bank’s participation in that program special was that Dave
Bruce and the whole commercial lending team brought their experience to bear by teaching a
class session about how to get a small business loan. In that session, the bankers were involved
in community development in educational, philanthropic, and advisory capacities, all of which
extended beyond its more traditional role as a “provider of debt financing.”

VSECU provides some additional ideas for how a financial institution can leverage its expertise
and find new ways to support community development. For example, VSECU developed a loan
product called Vgreen that was purposefully structured to work for low-income residents who
might not otherwise be able to afford to invest in renewable energy or energy efficiency
upgrades. Vgreen offers customizable rates so that borrowers can use the money they have saved
on their energy bill to pay off the loan they took on to achieve those savings (Miller 2019; “Solar
& Renewable Energy Loans | Home Financing” n.d.). VSECU has branched out beyond lending
by creating an investment platform called MilkMoneyVT that allows non-accredited18
Vermonters to invest in Vermont businesses (“MilkMoneyVT Home” n.d.; Miller 2019). In
addition, it has dedicated resources to creating a coworking space called The Lightning Jar in its

18

An “accredited investor” can be roughly defined as an individual with more than $1 million in net worth
(“MilkMoneyVT Home” n.d.)
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Bennington branch, where entrepreneurship classes and other social and economic development
activities take place (“The Lightning Jar” n.d.; Miller 2019).

ii. Acting as an anchor
In addition to its role leveraging local capital to serve community purposes, I propose that Lee
Bank, with its 78 employees and its rootedness in the Berkshires, could be considered a minianchor institution. Whereas Dubb (2016) focuses primarily on the purchasing power of huge
anchor institutions such as hospitals and universities, Peter Taylor suggested in my interview
with him that in a rural context like the Berkshires it could be productive to think more broadly
about what counts as an anchor institution. He argued that institutions that are enduring, tied to
place, and practice long-term thinking—institutions like Lee Bank—should be thought of as key
players in economic development (Taylor 2019). Based on what I heard from Taylor and from
the Lee Bank stakeholders I interviewed, I think that Lee Bank’s role as a community wealth
building anchor institution can be broken down into the following two central elements: as an
employer that can lower barriers to wealth building for its employees and as a county-wide
leader, collaborator, and role model.

Peter Taylor named student debt as a main factor inhibiting individual asset development in the
Berkshires (Taylor 2019). Chuck Leach identified the cost of healthcare as another. As we have
seen, Lee Bank is already implementing employment policies that focus on breaking down these
barriers for its employees. CEO Chuck Leach says that he is “going on [his] gut and common
sense” when it comes to making these big investments in the hope that they will benefit Lee
Bank (through lower turnover, etc.) and also create positive spillover effects in the community
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by lowering stress and increasing stability. Jessica Gordon Nembhard (2014) has already
theorized spillover effects from cooperative ownership of wealth. Birchall (2012) has shown the
comparative advantages that accrue to member-owned firms. How can the community-wide
benefits of strong employee benefits be understood or measured?

Even before those benefits are quantified or explained on a community level, they are clearly
present on an individual level—many of the Lee Bank stakeholders I interviewed spoke
enthusiastically about the benefits they received as employees of Lee Bank. In order to leverage
these benefits for more community-wide impact, I propose that Lee Bank act as a role model for
other businesses in the Berkshire region that offer benefits, sharing lessons learned so far. This is
just one way that Lee Bank could amplify is already existing role as a community development
leader in the Berkshires.

Another way that Lee Bank could enhance its leadership role in transformative community
development would be to more thoroughly explore and make explicit what kinds of results—
other than simply financial return—that it seeks to generate through its business practices.
Already, the Lee Bank stakeholders I interviewed revealed that profits are not the sole
motivation behind Lee Bank’s business model. For example, the bank has committed to give
away a certain percentage of its profits each year. They continue to make residential loans even
when they are not very lucrative. They partner closely with socially and environmentally focused
non-profits like BerkShares, Inc. and Berkshire Grown. These are more than just glimmers of
social and environmental concern—they involve significant amounts of money. I recommend
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that Lee Bank investigate and develop performance measurement tools to track its impact along
social, environmental, and financial vectors.

VSECU has used two different performance measurement approaches: 1) traditional credit union
metrics that keep track of, for example, dividends paid to members and membership growth, and
2) a sustainable banking balanced scorecard that VSECU developed for itself based on a
template, guidelines, and peer review from the Global Alliance for Banking on Values (Miller
2019). This balanced scorecard measures the credit union’s performance along three dimensions:
financial viability, real economy exposure, and triple bottom line. For each of the last two
dimensions, the financial institution has to define what counts as real economy or triple bottom
line activity. The most difficult dimension to define is the triple bottom line, said Miller: “You
can almost think of triple bottom line assets as target markets that you want to grow that have a
positive impact on people, prosperity, and the planet. And we’re all focused on different things,
so those are subject to customization on an institution-by-institution basis” (Miller 2019). For
VSECU, for example, its Vgreen loans count as triple bottom line assets, as do investments in
low-income areas. It took a while to develop this scorecard and for VSECU’s board to get
accustomed to it, Miller said, but once they did it became a powerful tool.

Lee Bank has already begun to track its progress on some non-financial indicators, such as
employee engagement (Healey 2019). Developing a more nuanced understanding of its own
impact would allow Lee Bank to better communicate its value proposition and further enhance
its reputation. In addition, a number of the stakeholders I spoke to noted that “green” projects do
not knock on Lee Bank’s door very often. Perhaps creating a well-defined triple bottom line
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framework could help the bank seek out or attract the sorts of new business opportunities that
would fit into a “green” category.

c. Being more deliberate about democracy
As we have seen, Dubb (2016a) and others have named democracy as one of the central elements
of community wealth building. The idea is that community wealth building efforts will anchor
local capital using democratically governed institutions. The argument that underlies this focus is
that democratically governed institutions are more likely than others to spread wealth broadly
and to be responsive to their members’ needs. Likewise, Loh and Shear consider “robust
democratic practice” as “essential to unlocking the agency of people to change the conditions
affecting their lives” (2015). Birchall (2012) and Kramer (2010) found empirical evidence that
shows that democratic businesses—where customers, producers, or employees own and control
the business—enjoy multiple advantages such as higher sales, more durability, and increased
opportunities to include ethical aims into the business. If this is true, then the final question that I
want to explore is “in what ways would it be possible and useful for Lee Bank to embrace
democracy?”

I argue that the mutual corporate form is semi-democratic because it gives the corporators the
power to elect the board, (although the stakeholders I spoke to at Lee Bank had not necessarily
considered the form in that light). However, the mutual’s governance model does not accord with
the “one member one vote” standard of democracy that is the hallmark of cooperatives, including
credit unions and cooperative banks. Instead, only a small subset of the depositors of the bank
are given a vote, and there is no clear process for choosing who those voters are. On one hand,
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this system of governance holds the danger of becoming insular and self-selecting. On the other
hand, the lack of specificity in the law means that Lee Bank and other mutual banks are free to
design their own processes for selecting corporators, and they can make those processes as
democratic as they choose.

One central question that should be addressed when designing such an approach is whether the
corporators are meant to represent the bank or the community at-large. VSECU thinks of its
democratic structure as a way to increase inclusivity and diversity, and according to Rob Miller,
they have a robust nominations process that reaches out to potential candidates that will help
make the board of directors more representative of the credit union’s members. I recommend that
Berkshire Financial Services, Inc. think of its corporators more explicitly as representatives of
the communities where it does business19 and that it explore ways to make its recruitment of
corporators more focused on diversity. This strategy could focus on recruiting more low- and
moderate-income and more people of color to be corporators. This would help BFS and Lee
Bank to stay in touch with the concerns and needs of a broader segment of the population, and by
including new voices, it could potentially reveal new or different business opportunities and
additional ways that the Bank could contribute to community development.
This question of how Lee Bank might foster more “robust democratic practice” first arose in
response to the ambiguous position that Lee Bank’s corporators occupy in the governance of Lee
Bank, but it could be applied to more than just the bank’s legal governance. It could also apply to

19

Although my recommendations focus on the Berkshires and Lee Bank, Berkshire Financial Services, Inc. also
owns Freedom National Bank. Any redesign of the process to choose corporators should therefore consider how
much representation Rhode Island ought to have on the Board of Corporators. Right now, there are two corporators
from Rhode Island.
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the bank’s internal management style. Already, Lee Bank demonstrates a culture where
employees feel empowered and supported, and there are existing initiatives such as the “internal
think tank” and the “customer intimacy program” that expand employee input into the bank’s
direction. In addition, the bank has begun to track employee-focused measures such as employee
engagement and turnover. While CEO Chuck Leach might be going on his gut as he leads these
measures, the literature suggests that the bank is on the right track. Lee Bank might want to
further solidify its commitment to its employees by including at least one non-senior
management employee on the Board of Corporators as a matter of course.
One additional way that Lee Bank and other mutual banks could incorporate a greater degree of
democracy into their operations is by prioritizing or seeking out democratic businesses in which
to invest. Strategic investments in worker-owned companies have been central to community
wealth building efforts in other places, most famously in Cleveland’s Evergreen Cooperatives. In
order to encourage more lending to democratic businesses, Lee Bank’s leadership and
commercial lending team could build its understanding of democratic forms of business,
including employee stock ownership, worker-ownership, producer ownership, and consumer
ownership. Lee Bank alone might not have the capacity to launch a comparable network of
cooperatives in the Berkshires, but it can use its position as a leader in the region to advocate for
economic development efforts that take into consideration democratic ownership.
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Chapter 8. Recommendations and Conclusion
If solidarity economy initiatives expand consciousness, provide for people on a material level,
and build power across and between scales (Loh and Shear 2015), then I have concluded through
this research project that mutual banks are fertile ground for the solidarity economy movement.
Although to some they may seem to be relics from “paths not taken” (Schneiberg 2007), there
are still almost 500 mutual banks in the United States. The fact that they have weathered the
assaults of deregulation and successive financial crises means that these 500 mutual banks are
survivors, with a particular kind of internal strength. They might even, in the words of
Schneiberg (2007), “represent resources for endogenous institutional change, including the
revival, reassembly, redeployment and subsequent elaboration of alternative logics within
national capitalisms.”

Through a case study of Lee Bank, this thesis has revealed many ways that Lee Bank is already
making valuable contributions to transformative community development and community wealth
building in the Berkshire region. These contributions can be organized into the following three
roles:

1) Retaining and deploying local capital
Thanks to its mutual bank structure, Lee Bank is especially well suited for this role: it takes local
deposits and makes local loans, using profits to expand its capital base. The bank is able to keep
money from leaking out of the region because it does not cede control or ship profits out to
shareholders living in other places. This function aligns with the activities of anchoring and
leveraging local capital that Dubb and others consider essential to community wealth building.
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Lee Bank’s impact in this realm could be amplified if more capital were shifted into its coffers.
This capital could come from municipalities, endowments, large institutions, businesses, or
individual depositors who currently bank with shareholder-owned banks. A shareholder-owned
bank’s first concern is to generate profits for its shareholders, not to return value to its customers
or the region where it is located. Therefore it does not make sense for anyone or any
organization, business, or institution that is concerned with the economic development of a
region to keep their money in a shareholder-owned bank.

2) Helping to break down barriers to wealth building
The most robust way that Lee Bank currently helps to break down barriers to wealth building is
internally, by offering employee benefits that address the extreme burdens of healthcare and
student debt. As Peter Taylor pointed out, such structural barriers to wealth building certainly
make it harder to build community wealth. Just as Gordon Nembhard and Birchall discuss the
positive spillover effects to society of cooperative and member-owned businesses, Chuck Leach
speculated a positive spillover effect of Lee Bank’s employee benefits, saying that lifting the
burdens of healthcare costs and student debt for employees might increase financial stability,
reduce stress, and give people the confidence to invest in a house. Lee Bank could increase its
impact by teaching other large employers in the Berkshire region how to put together similar
benefits packages.
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3) Participating in collaborative and innovative community development efforts.
Lee Bank already demonstrates leadership in community development in the Berkshires. Its
employees sit on boards of directors, volunteer, and donate to non-profits, while the bank invests
in small and medium-sized businesses. Lee Bank also participates in BerkShares and has made
crucial contributions to Entry to Entrepreneurship, both of which seek to advance just and
sustainable regional economic development for the Berkshires.

Through all of these roles and more, Lee Bank has shown itself to be committed to the broader
Berkshire community and creative in its thinking. Besides that, it has a track record of stability
and success, and its employees and its governing bodies (corporators and trustees) are locally
embedded, with a wealth of local knowledge and connections. My recommendations, which fall
under three different banners, are focused on leveraging these strengths.

i. Education
Lee Bank’s structure as a mutual bank is central to its history and its business model, and yet
understanding the mutual form remains relatively obscure for most customers and many
employees. I recommend that Lee Bank fully embrace its mutual identity by beginning to
educate more people—both inside the bank and out in the Berkshire region—about how a mutual
bank works, and what mutuality means.

I include both “how it works” and “what it means” because I think it is important to understand
and nurture both the structure and the spirit of mutuality. Because the definition of the ‘spirit of
mutuality” might not be self-evident, it could be fruitful to create forums where Lee Bank
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stakeholders (employees, board members, corporators, and customers) discuss their own
definition(s). The more people engage with the topic, the more alive it will become.

Right now, education about the structure of Lee Bank is on a need-to-know basis, and many
people could be customers of Lee Bank without having any idea that it is a mutual bank.
Understanding of the structure is strong among senior managers and the board, but does not
appear to be so beyond that. Understanding of the spirit seems widespread but rather amorphous,
and masked by less specific terms such as “community” or “local.” I think that the word
“mutuality” is a strong one that could help Lee Bank better represent what makes it special.

This endeavor might require Lee Bank to build its educational muscles somewhat, since the bank
is of course a financial institution, and not an educational one. However, I know from my own
observations that Lee Bank already has some educators in its ranks. For example, through my
experience facilitating Entry to Entrepreneurship I know that Dave Bruce is a really good
teacher. I also know that Chuck Leach is a compelling spokesperson for Lee Bank’s focus on the
Berkshire community. And as this thesis demonstrates, Bruce and Leach are not the only ones
who are good at expressing how the mutual form works and what it means. I suggest that Lee
Bank look for the people within the organization who would make good teachers, as well as
those involved in marketing, and work with them to design materials or programs that
communicate Lee Bank’s mutuality.

Here are just a few sketches of what this kind of educational effort might include.
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•

A new-employee training (or it could be called a retreat) that happens periodically, with
the purpose of introducing new employees to Lee Bank as a mutual bank. This training
would feature sessions such as the following: 1) the bank’s history and evolution, 2) the
bank’s governance structure and the bigger picture about how “member-owned”
businesses like mutuals and cooperatives differ from shareholder-owned businesses, and
3) how the structure and spirit of mutuality effects the day-to-day decisions of the bank
today (this could involve field trips to businesses the bank has invested in, or info about
how Lee Bank’s employment practices are informed by its mutuality). This training
would complement the technical training that new employees receive.

•

This training could also be offered to employees who are not new hires, until all
employees have had a chance to participate.

•

A “refresher course” for corporators or other relevant stakeholders that includes much of
the information above and allows time for discussion.

•

Marketing materials that build an understanding of mutuality. This might be a way to
evolve the existing strong “local” brand.

•

The Customer Intimacy Program could be fused with this new focus on mutuality. The
spirit of mutuality could be the motivating force (the “why”) and the Customer Intimacy
Program could be part of the implementation (the “how) for that sense of purpose.

I see educational efforts like this as organizational development practices that will help Lee Bank
deepen and clarify its purpose. Such a process could pay off in the form of stronger alignment
among decision-makers, energized employees (recall VSECU’s young employees who would
‘run through walls’), and new depositors or borrowers.
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ii. Proactive and collaborative approach
One thing that I noticed over the course of this project was that Lee Bank has a tendency to
separate its business activities (where it makes loans that it thinks are likely to be repaid) from its
charitable activities (where it aims to achieve social outcomes such as reduced poverty).
Solidarity economy initiatives, on the other hand, attempt to achieve social and environmental
goals through their economic activities. Lee Bank does this to some extent already, of course.
For example, it makes wealth-building residential loans even when they are not lucrative for the
bank. However, something I heard a few times when discussing renewable energy development
was that “opportunities like that don’t come knocking on our door very often.” I recommend that
Lee Bank adopt a more proactive approach to developing the kinds of products and businesses
that will most benefit the Berkshire region.

The following are four ideas for how Lee Bank can harness its particular skillset (evaluating
business plans, making loans) and vantage point (with an intimate familiarity with the local
economic landscape) to improve its social (and maybe even environmental) impact:
•

Lee Bank could take inspiration from VSECU's Vgreen energy efficiency program and
explore the possibility of creating similar loan products that align with social and
environmental values and needs. Berkshire Taconic Community Foundation could be a
partner in identifying the most common needs or the most promising opportunities.

•

Using its local knowledge and working in partnership with other local community
development actors, Lee Bank could create a framework for the kinds of business to
which it wants to lend. Working with charitable organizations, Lee Bank could embed
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values into a kind of “request for proposals.” For example, it could stipulate that the Bank
is enthusiastic about supporting recoverable grants or program-related investments to
member-owned businesses, or businesses that reduce their carbon footprint, or minority
or women-owned businesses. BerkShares Local Currency would be a good partner for
this undertaking, since they have already designed loan applications that include
questions about similar topics.
•

Issuing a request for proposals is one thing, but it does not guarantee that any proposals
will be submitted. Instead of only waiting for the business plans to come knocking, Lee
Bank could continue its involvement with programs such as Entry to Entrepreneurship
that support the development of locally appropriate business plans. Lee Bank’s
commercial lenders, with all their business experience and local connections, have the
potential to serve as valuable mentors to potential entrepreneurs.

•

I also recommend that Lee Bank continue to collaborate with other community
development actors in the region to identify opportunities to retain and build community
wealth. For example, the member-owned institutions such as Lee Bank, the Pittsfield
Cooperative Bank, and Greylock Federal Credit Union could band together to advocate
that municipal deposits be moved from shareholder-owned banks to member-owned
institutions. Lee Bank can also participate in conversations with organizations such as
Mill Town Capital and BerkShares about what opportunities there are to start importreplacing businesses that meet the needs of big buyers such as Berkshire Health Systems.

108

iii. Democratizing governance
My final recommendation is that Lee Bank begin to more consciously develop the democratic
elements of its nature. My research into member-ownership and my conversation with Rob
Miller from VSECU indicate that democratic engagement—though it may have some
downsides—can have important benefits. Not least of these benefits is that robust democratic
practice is credited with being an essential ingredient for fostering people’s sense of agency. I
will outline my ideas on this topic here. (More detail can be found in the previous chapter).
•

Amplify employees’ voices in the management of the bank, continuing practices such as
the “internal think tank” and always being on the lookout for additional ways to collect
meaningful input from employees from throughout the bank.

•

Consider including an employee from outside senior management on the Board of
Corporators.

•

Consider how Freedom National Bank’s employees and customers ought to be included
in the governance of BFS.

•

Create a working group to explore the purpose(s) and role(s) of the corporators—are
they supposed to represent the Berkshire community at-large? Or Lee Bank customers
only? Or the business community?

•

Develop a process according to which corporators are chosen. What voices should be
included? Who will be easy to recruit? Who might be more difficult to recruit and might
be easily left out?

•

Actively seek out democratic businesses to support with mentoring and financing.
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In conclusion
As growing discontent with the failures of the current economic system opens up “new
discursive space” (Loh and Shear 2015), it may be time for mutual banks to step back into
conversation. Along with credit unions and cooperative banks, they prove that it is possible to
meet people’s financial needs without extracting profits for shareholders. Instead, without the
quarterly pressure to show profits, they can be more creative and nuanced in how they respond to
their customers’ needs. At the same time, there remain certain questions about how far the
mutual bank model can go toward building community wealth. Of chief concern is the mutual
bank’s semi-democratic structure, which does not provide clear pathways to ensure diverse or
inclusive membership on the Board of Corporators. The regulatory structure also provides two
major hurdles to community wealth building by mutual banks, 1) restrictions on relationship
lending and 2) a tax burden that makes it hard to compete against credit unions in serving lowand moderate-income customers.

Even with these weaknesses, mutual banks still represent an underappreciated resource in our
current economic system. As Dubb and Alperovitz have argued in their article The Possibility of
a Pluralist Commonwealth and a Community-Sustaining Economy, we already have a diverse
economy that contains multiple democratic economic models that can be used to fight inequality
and build community wealth. To make them serve those purposes, however, we first need to
recognize them.
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Appendix A – Mini Case Study of VSECU, a values-based credit union
The Vermont State Employees Credit Union, known as VSECU, is both a credit union and a
values-based financial institution (and a member of the Global Alliance for Banking on Values).
As a credit union, it is tax-exempt, has a defined field of membership, and is limited in how
much commercial lending it can do. As indicated by the name, the credit union’s field of
membership used to be Vermont state employees, but its current field of membership is residents
of Vermont, of which 67,000 are member/owners. Even though it has branches throughout
Vermont, VSECU’s context is similar to Lee Bank’s in the Berkshires. The population of
Vermont, like the population of the Berkshires, is declining. This fact informs VSECU’s
strategy, said CEO Rob Miller, because “just increasing our market share won’t make the pie
bigger,” and so “we need to leverage our capital to reverse the trends [of economic decline and
population loss]” (Miller 2019).

a. The influence of structure and values
The credit union has only become a member of the Global Alliance for Banking on Values
within the last five years, under the leadership of Miller. In my interview with him, Miller noted
that VSECU has always been a values-based financial institution, but that there are many
“degrees” of being values-based. He said, “We may not have always been as intentional; we
have evolved. Now, we use different terms to define it. We are more specific in how we measure
it.” (Miller 2019).

Because all customers of credit unions are owners, the model is generally credited with returning
profits to members in the form of lower rates and better products (“How Is a Credit Union
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Different than a Bank?” n.d.). This dynamic is still built into VSECU, as illustrated by Miller’s
definition of the institution’s central intent, which is “to create member value with sustainable
impact.” However, part of the institution’s evolution that Miller called attention to is that “We
see values based banking more broadly than in the individual member impact. The community
impact is an equal motivator to just returning the profits to individuals” (Miller 2019).
Personally, Miller said, “I see myself as a community development professional as much as a
CEO.”

When asked “In a global sense, how would you characterize the work of banks?” Miller
responded, “I think that banks should use capital to effect change,” and explained that the
purpose of VSECU, in particular, is “To improve the quality of life of our members,” and that
the credit union defines quality of life in sustainable terms with attention to social, economic,
and environmental impacts. When asked how VSECU stays true to that purpose, he said that it
“starts internally, with a set of values,” because “values drive behavior.” He said that VSECU
abides by three sets of values: 1) cooperative values, 20 2) sustainable banking values, and 3)
VSECU’s internal operating values, which are about how the employees treat each other. 21

When asked if its corporate structure as a credit union helps to keep VSECU true to its purpose,
Miller said that member-ownership ensures that the credit union remains community-focused,
and also allows the institution to make decisions based on longer-term factors, rather than trying
to show the quarterly profits that drive shareholder-owned companies. However, he noted that

20

According to the International Co-operative Alliance, “cooperatives are based on the values of self-help, selfresponsibility, democracy, equality, equity, and solidarity” and embrace the ethical values of “honesty, openness,
social responsibility and caring for others,” (“Cooperative Identity, Values & Principles” n.d.).
21 Miller says these values include “being real, having some fun, being transparent” (Miller 2019).
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“You don’t have to be a credit union to be good. I don’t know that structure determines, but it
certainly helps.”

Miller said that becoming more explicit about being values-based has energized VSECU’s
younger employees to the point where they would “run through walls” and has attracted national
and local press attention. There has also been a positive response from members—“We haven’t
had any members who don’t like what we’re doing”—but notes that there can still be difficulty
in communicating what values-based banking means. “Ironically, the piece of our brand that
people identify with the most is local. That we are locally controlled, locally managed, locally
owned, and we’re here to support the local economy and local community,” (Miller 2019).

b. Practices
Miller provided three examples of how VSECU’s values translate into tangible products or
programs. 1) A loan program called Vgreen that offers flexible-term loans to Vermont
households that want to invest in energy efficiency measures. The program was structured with
low-income individuals in mind, offering customizable rates so that people can use the money
they are saving on energy to pay off the loans they took on to invest in energy efficiency (Miller
2019; “Solar & Renewable Energy Loans | Home Financing” n.d.). 2) An investment platform
called MilkMoneyVT that allows non-accredited22 Vermonters to invest in Vermont businesses
(“MilkMoneyVT Home” n.d.; Miller 2019). 3) A coworking space called The Lightning Jar
based out of the Bennington branch of VSECU, where entrepreneurship classes and other social
and economic development activities take place (“The Lightning Jar” n.d.; Miller 2019).

22

An “accredited investor” can be roughly defined as an individual with more than $1 million in net worth
(“MilkMoneyVT Home” n.d.)
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Miller also notes that the credit union’s values offer guidance about what business not to pursue,
saying that they passed on financing a mall and instead decided to invest in downtown
redevelopment and affordable housing. In its lending decisions, Miller says that VSECU is
dedicated to meeting the credit needs of all of its members, and that lenders generally “have to
get approval to say no.” However, he also notes that regulations formulated to prevent risky
lending by the really large banks are making it harder for institutions like VSECU to engage in
the kind of relationship lending that they generally want to, and he argued for “right-sizing” of
the regulations to fit the different levels of risk posed by different types and sizes of institutions.

The credit union’s values influence its practices in other areas as well, Miller said, including in
recent discussions about whether the bank should have a salary scale that determines the ratio of
compensation between the top-paid and lowest-paid employees (Miller 2019). One part of the
bank’s practices that Miller highlighted was retrospection. He said that trying things and then
reflecting on them is the “single-most important tool” that the institution has introduced in its
organizational change efforts to become a more “cooperative, inclusive, and broadly engaged
culture” (Miller 2019). Two different performance measurement approaches aid the institution in
this process of reflection: 1) traditional credit union metrics that keep track of, for example,
dividends paid to members and membership growth, and 2) a sustainable banking balanced
scorecard that VSECU developed for itself based on a template, guidelines, and peer review from
the Global Alliance for Banking on Values (Miller 2019).
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This balanced scorecard measures the credit union’s performance along three dimensions:
financial viability, real economy exposure, and triple bottom line. For each of the last two
dimensions, the financial institution has to define what counts as real economy or triple bottom
line activity. The most difficult dimension to define is the triple bottom line, said Miller: “You
can almost think of triple bottom line assets as target markets that you want to grow that have a
positive impact on people, prosperity, and the planet. And we’re all focused on different things,
so those are subject to customization on an institution-by-institution basis” (Miller 2019). For
VSECU, for example, its Vgreen loans count as triple bottom line assets, as do investments in
low-income areas. It took a while to develop this scorecard and for VSECU’s board to get
accustomed to it, Miller said, but once they did it became a powerful tool.

c. Democracy
Miller said that VSECU makes a conscious effort to “embrace the cooperative element of the
credit union model.” One way that shows up is through the credit union’s commitment to
democracy. Internally, he says the credit union sees democratic processes as mechanisms for
increasing inclusivity. In interactions with the membership base, he said, democracy is a core
value. The institution has developed a “strong nomination process” that actively reaches out to
ensure that candidates represent the breadth of VSECU’s membership, an VSECU consistently
has competitive elections for the board of directors. Having a member-elected volunteer citizen
board means that “the governance process requires more thought and more work to get it right,”
and he noted that “if you are committed to diversity you are probably going to have turnover.”
Miller has found the democratically elected board is a valuable element of VSECU’s ability to
deliver on its mission. However, he noted that there is no benefit from the regulatory
environment for pursuing democratic processes: “regulators don’t care about democracy.”
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Appendix B - Interview Guides
a. Lee Bank stakeholders
Setting the stage
1. What is your current role? What is your background?
2. In a global sense, how would you characterize the work of banks?
3. What do you think are the most significant challenges facing the Berkshire community at the
moment?
4. What role (or roles) do you think financial institutions can play in addressing challenges such
as these?
• Could you offer some concrete examples from the Berkshires or elsewhere?
Lee Bank overview
5. How do you understand the purpose of Lee Bank?
• Does Lee Bank have a mission statement?
• (optional) If so, how does that mission relate to the Berkshires as a specific community?
• How is this purpose “baked in” to the business model? (if at all)
6. (optional) What distinguishes Lee Bank from other financial institutions (locally, nationally or
globally?) (Strategy, Structure, Practices)
7. How (if at all) does Lee Bank’s history as a mutual bank influence its current purpose,
strategy, or practices?
Accountability
8. To whom is Lee Bank accountable?
• How are those lines of accountability expressed or acted upon?
• (optional) How are stakeholders engaged to inform the strategy or practices of the Bank?
• (optional) Can those to whom the bank is accountable to exert influence on the Bank’s
decisions?
Business Model
9. What does Lee Bank’s balance sheet look like?
• What are the lines of business that generate the most money?
• What lines of business are less lucrative, and why are they necessary?
10. (optional) Does Lee Bank sell loans on secondary markets? Does it otherwise invest in other
markets? If so, why?
11. (Optional) How are lending decisions made? How does Lee Bank assess and balance risk?
12. How does the concept of “relationship lending” play out for Lee Bank?
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Customers & Community
13. What role does the customer play in Lee Bank’s strategies and practices?
14. (Optional) How does Lee Bank view its role in relation to low- income or historically
disadvantaged people?
15. How do values or concerns about social issues inform the strategy or practices of Lee Bank?
Employees
16. What role do employees play in Lee Bank’s strategies and practices?
17. (optional) What opportunities or avenues do employees have for participating in decisionmaking?
Environment
18. How do values or concerns about environmental issues inform the strategy or practices of
Lee Bank?
19. (optional) Has Lee Bank developed environmental criteria or goals in any of its practices?
• For example, in its lending practices? Or its purchasing? Or in other areas of activities?
(recycling policies, green building practices, etc.)
• If not, why not?
Performance
20. How does Lee Bank measure its performance?
• How does Lee Bank visualize return on investment?
21. How much freedom do you feel the bank has to choose its own path? What are some
constraints that might limit that freedom?
22. What are some of the biggest challenges facing Lee Bank, challenges that might prevent the
bank from achieving its vision or full potential?
• Cultural? Structural? (Legal structure, regulatory) Contextual?
23. What about your work or Lee Bank’s work are you most excited about at the moment?
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b. Rob Miller, CEO of VSECU
1. What is your current role? What is your background?
2. In a global sense, how would you characterize the work of banks?
3. What is the purpose of VSECU?
• How is this purpose “baked in” to the business model? (if at all)
4. What distinguishes VSECU from other financial institutions (locally, nationally or globally?)
(Strategy, Structure, Practices)
5. Did you decide to turn the VSECU into a values-based bank? Why?
6. What have been the challenges in becoming an values-based bank?
7. What have been some of the biggest moments of learning for you in the transition?
8. What if anything have you had to forgo in order to do business as a values-based bank?
9. How does VSECU think about growth?
10. How (if at all) does VSECU’s history as a credit union influence its current purpose, strategy,
or practices?
11. Are there things that VSECU can do as a credit union that banks such as mutual banks cannot
do?
12. How do values or concerns about social issues inform the strategy or practices of Lee Bank?
13. How does VSECU view its role in relation to low-income or historically disadvantaged
people?
14. How does VSECU measure its performance?
• What indicators does it use?
• How does VSECU visualize return on investment?
15. How much freedom do you feel VSECU has to choose its own path?
16. How does relationship lending play out at VSECU?
17. What role does democracy play in VSECU’s practices and strategies?
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c. Peter Taylor, President of Berkshire Taconic Community Foundation
1. What is your background? How did you come to your current work?
2. What kind of role do you play in the business and community development community in the
Berkshires?
3. In a global sense, how would you characterize the business/work of financial institutions?
• What differences or similarities do you see across different institutions in the financial
sector?
• What are the factors that create those differences or similarities?
4. What are the most significant challenges facing communities in the Berkshires at the moment?
5. What are the most promising solutions or opportunities that you have noticed people pursuing
to address these challenges?
6. What role (or roles) can financial institutions play in addressing challenges such as these?
• Could you offer some concrete examples from the Berkshires or elsewhere?
7. The term community wealth building was coined by a think tank called the Democracy
Collaborative to mean an approach to economic development that does not use tax incentives and
other market mechanisms to incentivize growth and investment. Instead, it uses local
democratically governed institutions to anchor and leverage wealth in a place-based community.
What comes to mind when I use the term “community wealth building?”
8. What opportunities or barriers do you see to harnessing Lee Bank or other community banks
for such a purpose?
9. What is the current discussion or understanding of “triple bottom line” business models in the
Berkshires? Or are there other ways that concepts of “return on investment” are being expanded
or modified from only financial return?
10. How are businesses thinking about their role as employers in the Berkshires?
11. What are major challenges facing employers and employees in the Berkshires?
12. What are some of the most pressing needs of low-income residents of the Berkshires, and
how is the Berkshire Community attempting to address these needs?
13. (Optional) Are there conversations happening in the Berkshires right now about how
businesses can become stronger actors on environmental issues?
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