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M y projec t involve d working with a  newl y forme d group , Communit y Trust , Inc . Th e 

group wa s initiate d i n response t o th e rapi d collaps e o f small , loca l bank s i n th e Northampto n 

area. Perhap s th e mos t dramati c exampl e o f thi s earl y 90' s activit y cam e whe n a  loca l bank , 

Heritage/Northampton Institut e for Savings , was acquired by Fleet Bank. Durin g the fou r mont h 

period betwee n th e announcemen t o f th e acquisitio n an d th e actua l tak e over , thousand s o f 

depositors pulle d a  tota l o f 36,00 0 account s from  th e soon-to-b e Flee t Bank . A  tota l o f $32 0 

mil l ion i n withdrawals (representin g a  thir d o f Heritage's nearl y $ 1 bi l l io n i n deposits) fle d th e 

bank. Th e overwhelming majority o f these deposits translate d int o dramatic increase s i n deposit s 

for th e remainin g smaller , loca l banks . I n addition to Heritage/NIS , the regio n also los t severa l 

other long-standin g loca l bank s durin g th e earl y 90' s (Nonotuc k Saving s Ban k an d th e Firs t 

National Ban k o f Northampton) . 

A rang e of sectors in the communit y were concerne d b y the shrinkin g number o f possible 

lenders, an d i n particular , b y th e dwindlin g number o f locally-base d financial  institutions . A 

group o f individuals fro m Hampshir e an d Frankli n countie s sponsore d a  serie s o f forums durin g 

1993 entitle d "Capita l Solutions-Capital Ideas" (se e Appendi x A  fo r sampl e agenda) . Fro m 

these publi c forums , a  cor e grou p o f individual s (representing banking , ventur e capital , smal l 

business, an d non-profi t sectors ) bega n plannin g the mos t effectiv e wa y t o mee t credit gaps an d 

obstacles tha t smal l businesses fac e i n obtaining financing. 

The earlies t an d perhap s mos t compellin g goa l tha t th e grou p expresse d (prio r t o 

incorporation) wa s t o star t a  communit y ban k tha t woul d take th e plac e o f som e o f th e faile d 

local bank s an d b e uniquel y responsiv e t o th e need s o f th e communit y (especiall y th e smal l 

business community) . Man y o f th e earl y players , wh o wer e bi g name s an d title s from  th e 

region, I  believ e wer e attracte d by th e ide a o f foundin g a  bank . Ther e wa s a  stron g appea l fo r 

many earl y participant s i n the ide a o f owning and controllin g a bank: bank s traditionall y being 
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seats o f loca l influenc e an d resources . 

The plan to start a new community bank was abandoned earl y on because o f the very high 

capitalization threshol d require d fo r a  bank charter . I n it s place , th e mor e manageabl e ide a of 

a communit y loa n fun d becam e th e group' s purpose , bu t i n that transitio n man y earl y player s 

were los t because (m y speculation ) th e loa n fun d just di d not hav e th e sam e appea l a s a  bank . 

Those people intereste d i n pursuing the creatio n o f a communit y loan fund incorporate d 

as th e non-profi t Communit y Trust, Inc . (CTI ) in the fal l o f 1993 , an d hel d thei r firs t annua l 

meeting i n Novembe r 1993 . A t thi s time , an d n o doub t als o i n response t o a  perio d o f tigh t 

credit, th e grou p bega n t o tal k abou t unme t financing  needs . 

During th e shor t life-spa n o f th e grou p t o date , ther e ha s bee n a n evolutio n i n th e 

perception of exactly what the community' s unmet credi t needs are . Th e mission , purpose, an d 

direction o f C T I likewise ha s changed . Durin g th e cours e o f thi s report , I  w i l l , a s muc h a s 

possible, describ e th e group' s proces s i n a  chronologica l way. Thi s discussio n should help t o 

explicate change s i n the group' s statu s from  th e tim e o f m y projec t contrac t t o th e present . 

WHAT IS  THE  PROBLEM?:  A  MOVING  TARGET 

Because o f the compositio n of the earl y group , mos t C T I members wer e affiliate d wit h 

business, commercia l lending or investing sectors. Th e group was most sensitive to what becam e 

defined a s a  credi t "gap" . Th e generall y acknowledge d existenc e o f "th e gap " wa s i n plac e 

before I  joined th e grou p (i n Novembe r o f 1993) . I  ca n speculat e tha t "th e gap " ha d bee n 

discovered an d define d probabl y through anecdota l information . I t wa s believe d that credi t fo r 

small businesses (ne w o r existing) was unobtainable throug h conventiona l lenders. Specifically , 

the range betwee n $10,00 0 and $150,000 was believed to be the Bermud a Triangle of financing. 

The reason s fo r thi s were : 

1. Loan s ove r $10,00 0 wer e abov e th e rang e o f th e otherwis e ver y goo d micro-loan 

programs. 

2. Bank s wer e unwillin g t o mak e loan s belo w $150,00 0 fo r eve n a  soun d busines s 

because th e transactio n cost s i n relation to th e siz e of the loa n mad e th e loa n unprofitable eve n 

i f full y repaid . 

Some remarkable , an d n o doub t true , storie s abou t ban k denial s wer e circulate d among 
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the group . On e o f the mos t dramati c storie s from  thi s period involved a  local , well-established 

and prosperous genera l contracto r wh o applied for a  $30,00 0 short-term loan , offering $30,00 0 

in securitie s a s collateral . Th e ban k rejecte d th e loa n application . C T I members shoo k thei r 

heads knowingly . 

DEFINING THE  GOAL:  OR,  FILLING  THE  GAP 

A s on e o f CTI ' s member s s o aptl y pu t it , th e proble m was a  "n o brainer" : credi t wa s 

unavailable i n the $10,000-$150,00 0 dolla r range, creatin g a  credi t gap . Th e rol e o f C TI was 

to fill  tha t gap . Th e purpose o f filling  th e ga p wa s t o spu r economi c growth and opportunitie s 

for smal l businesse s (ne w high-tech , businesse s associate d wit h th e Universit y o f Massachusett s 

at Amhers t were the typ e mos t frequently  mentioned) . A  fai r numbe r o f CTI ' s initia l 2 5 Boar d 

of Director s seemed o f the opinio n tha t credit was a n inherentl y good thing: an y jobs ar e goo d 

jobs, an y developmen t i s good development , etc . 

Even member s wh o ha d othe r socia l agenda s coul d agre e that "th e gap " wa s a  negativ e 

occurrence, an d socia l concern s coul d b e advance d b y filling  it . Thus , i n its earlies t phases th e 

C T I Boar d o f Directors clearly defined it s problem: "th e gap" . Th e resolution of the problem, 

at leas t i n general terms , i.e . filling  th e credi t gap, wa s a  goa l that everyone i n the grou p coul d 

support. 

Forming a  Group  Identity:  Or  who  are  we  anyway? 

The newl y forme d grou p spen t severa l month s strugglin g wit h it s identity . Whe n th e 

Board wa s first  formed , man y peopl e floode d int o th e group , base d o n a  well-publicize d an d 

well-attended first  annua l meeting . Combine d with tal k o f the C D F I legislation , there was th e 

sense that C TI would be a  "happening " group. Som e of the smal l group o f 8-10 people who had 

been meetin g prio r t o incorporatio n dropped out , whil e ne w people , mos t o f who m ha d littl e 

knowledge o f loan funds , joine d the 2 5 membe r Boar d o f Directors. 

The influ x an d mi x of new people cause d th e grou p t o struggl e t o redefine itself . Man y 

of th e ne w Boar d member s wer e technica l or professional experts i n the financing  field,  bu t ha d 

not bee n expose d t o th e visio n an d sens e o f purpos e o f th e origina l group . Th e article s o f 

incorporation fo r non-profi t statu s described the mai n purpose o f C TI as follows : "T o provide 

economic opportunitie s fo r lo w incom e individual s through th e developmen t o f alternativ e 
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sources o f finance  and financial  services. " Ye t new Boar d member s foun d the idea of lending 

only t o lower income individual s to be "limiting" . I n a series o f meetings, th e group togethe r 

came up with threshol d definition s about wh o the y woul d len d to. 

In hindsight , I  see this activit y as being purel y abou t identit y formation . Eve n thoug h 

we ha d zero dollar s to lend , ha d done n o research t o see if people neede d thi s hypothetica l 

financing, w e argue d passionatel y abou t wh o w e would an d would no t lend our non-existent 

funds to . Th e resulting document title d "Wh o W i ll C T I Lend To? " is included as Appendix B. 

During thi s serie s o f discussions peopl e wh o care d les s abou t socia l missio n tended t o 

drop away from  activ e participation. Becaus e some o f the mos t tenacious member s ha d a strong 

interest i n the socia l impac t o f lending, C T I move d i n the directio n o f having a  socia l o r 

economic justice agenda . 

Another primar y motivatio n fo r the group' s formatio n wa s to provid e a n investmen t 

opportunity fo r local resident s tha t woul d directl y benefit th e local economy . Thi s "pu t you r 

dollars to work at home" ethi c has remained wit h the group throughou t it s development. 

N o w tha t the "why" of the grou p ha d bee n somewha t addressed , th e group wa s still in 

exactly the same position with regar d t o capacity an d capitalization : n o staff, n o money. Th e 

initial metho d t o solve these issue s i s described belo w as Method #1 , and was the prevailin g 

method practice d b y C TI to try to achiev e it s goals fo r at leas t th e first  si x months o f the 

organization. 

METHOD §1:  Get  a grant:  hire  someone to do the work. 

Prior t o th e first  annua l meeting , th e staf f a t the Valle y C D C submitted a  "Specia l 

Projects" proposa l to the Massachusett s Executiv e Office o f Communities and Development . At 

the annua l meeting , speaker s describe d the exciting advent o f the C D FI legislation , with the 

general expectatio n that dollars for C TI and othe r simila r loa n funds woul d be rolling dow n the 

line. W e just ha d to be ready t o receive. 

I believ e tha t mos t peopl e wh o joine d th e C TI Boar d o f Directors, mysel f included , 

thought tha t launchin g the fund an d gathering th e financial  resource s necessar y woul d happe n 
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smoothly an d naturally , as a  result o f CTI 's excellen t timing, an d it s resonance wit h community 

concerns. 

The "Ge t a  grant " metho d i s not necessaril y a  ba d one , bu t ca n b e quit e limitin g i n th e 

event tha t the grou p does not actually secure a  grant . The n what? I t took month s fo r th e grou p 

to mov e ou t o f thi s initia l mind-set . Thes e month s wer e characterize d b y interestin g bu t 

unfocused discussion s abou t othe r successfu l fun d models , polic y an d missio n issues, etc . 

The first few months sa w several sub-committees form . Th e most popular sub-committe e 

(Capital Formation ) wa s (an d stil l is , wit h th e exceptio n o f myself ) a l l male , al l white , al l 

professional. Meeting s consiste d o f a  genera l exchang e o f ideas , brainstorming , swappin g 

business cards , etc . 

Meanwhile, eve n though everyon e acknowledge d that the mos t importan t sub-committe e 

would be the Grant s Committee (it was also acknowledged that the mos t difficul t an d critical tas k 

would b e raisin g operating support ) n o committe e formed . I  ha d signe d up fo r thi s committee , 

but was the onl y person who did so, and the ma n responsible for convening the committe e neve r 

did. I  a m describin g this issu e i n detai l because I  believ e i t illustrate s a  large r an d significan t 

problem th e grou p faced , an d continue s t o grappl e with . 

Most peopl e wh o forme d th e 2 5 membe r C T I Board o f Director s were either : 

a. constitutionall y unsuited and/o r to o bus y t o wor k on pragmati c tasks . 

b. unprepare d t o d o so , becaus e tha t wa s no t thei r understandin g o f wha t joinin g th e 

group woul d mean . 

People seeme d t o wan t t o "b e involved" , bu t di d not hav e tim e o r energ y t o pu t int o th e 

tasks required to move the grou p forward. Man y task s were seen a s appropriate fo r a  staffperso n 

to do , ye t w e ha d n o staffperson . 

Meet Quarterly:  Or,  the  fastest way  to  disband  a  Board 

A majo r structura l problem with th e grou p wa s th e choic e to chang e from  a  1 2 membe r 

Board o f Directors to a  25 membe r Board . Th e decision was mad e becaus e so many people ha d 

expressed interes t i n "bein g involved" . I t i s clea r t o m e tha t peopl e shoul d have mor e tha n a 

passing interes t befor e the y jo in a  Board . A n even worse decisio n was made t o hav e ful l Boar d 

meetings quarterly , wit h a  smalle r Executiv e Committee (abou t 6  people ) meetin g monthly . 
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Some of the 25 Board members , thos e wit h the most passing interest , I  have neve r see n a t any 

meeting. Anothe r 10-12 Board member s wh o came to the first fe w meetings, quickl y droppe d 

away, becaus e meetin g quarterl y wit h a  group tha t i s unclear abou t it s purpose an d direction 

simply doe s no t engage people . Meanwhile , thos e o f us wh o did come t o meeting s fel t 

demoralized by always having more members missin g than attending , by opening each meeting 

with a  discussion of whether o r not we had a quorum. 

Method #2:  Research:  A  perilous endeavor  (Or:  Do  we  really want  to know?) 

Because of the major structura l problem with the full Board , th e most active committee, 

the Capita l Formatio n Committee , which met monthly until mid-summer , and now meets twice 

a month , became the engine and steering force of the group. Afte r abou t fou r or five  months ' 

of meetin g without any real movement, thi s group decided it could no t wait for staff t o be hired 

to do some of the most basi c tasks . 

It concerne d the members o f this committee that no market study , in fact no research at 

all ha d been don e to support the idea of forming a  loan fund . Th e members recognize d that to 

undertake a business plan, the need of which was generally acknowledged, som e market research 

would hav e to occur. 

The grou p starte d it s research by trying t o more clearl y defin e "th e gap". T o do this, 

each membe r chos e a  loca l ban k to cal l . Eac h membe r woul d the n intervie w the commercial 

loan office r t o find  ou t exactly what the bank was and was not doing to provide small busines s 

financing. 

A summar y o f the results o f these interview s is included, fo r the five  bank s tha t wer e 

contacted, a s Appendix C . Member s shared thei r conversation s with loa n officer s a t a Capita l 

Formation Committe e meeting. Wha t became clea r was that, at least according to the bankers, 

they were already making efforts to fill  "th e gap". Althoug h we were aware that the information 

they gav e u s may have ha d more t o do wit h P . R . tha n wit h thei r actua l lendin g record , i t 

demonstrated tha t bank s ha d shifted thei r focu s i n recent month s t o try to accommodate and 

attract smal l busines s borrowers . 

In fact , th e member of the committee who met with a  loan office r from  Flee t Bank was 

so persuaded by the bank's presentation of its lending activit y tha t he shortly thereafter droppe d 
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out of the group . Eve n thoug h the ban k would no t len d t o everyone, he believed that the peopl e 

the ban k woul d no t serv e wer e als o peopl e tha t C T I woul d no t wan t t o len d t o a s the y 

represented to o grea t a  risk . ("I f th e ban k won' t len d t o them , the n wh y woul d we?" ) Th e 

problem o f "th e gap " wa s n o longe r a  "n o brainer" . Ther e wer e i n fac t conventiona l lenders 

who claime d t o b e activel y lendin g in the ver y range w e ha d though t the y di d not . 

The issu e change d fro m on e o f capital access i n a  dolla r range , t o on e o f capital acces s 

for classe s o f people an d types o f businesses. Again , thos e member s wh o were mos t intereste d 

in filling  a  capita l gap, rathe r tha n i n issues o f socia l impact , lef t th e group . 

The smaller , remainin g grou p agree d t o dra w differen t conclusion s from  th e ban k 

interviews. Althoug h th e bank s woul d provid e financing  t o peopl e wh o me t a  certai n profile , 

it wa s clea r (an d fairl y consistent ) whic h type s o f borrowers wer e bein g excluded because the y 

appeared t o presen t to o grea t a  risk . Th e problem focus change d from  a  questio n o f amount s 

of lendin g capital, to a  question or wh o could acces s thes e amounts an d wh o was stil l shu t out . 

One o f the mos t glarin g omissions, and on e tha t the bank s woul d readil y acknowledge, 

was tha t the y woul d no t len d t o a  busines s wit h les s tha n a n 1 8 mont h trac k recor d (an d mos t 

banks require d a  two yea r trac k record) . Thi s eliminate d start-up businesses an d businesse s i n 

their early stages from  gettin g financing  from  conventiona l sources. S o who could afford t o start 

a busines s withou t a  loan ? Peopl e wit h privat e o r famil y resources . S o wh o wa s shu t out ? 

People wh o lacke d privat e o r famil y resources . 

This area seeme d to lead directly to issues of economic justice. Shoul d a  business be abl e 

to star t base d upo n a  soun d plan , a  goo d idea , dedication , or shoul d i t be base d upo n existing 

private resources? C T I further refine d it s lending mission to target those businesse s w e though t 

were no t bein g serve d b y conventiona l sources: 

1. Start-u p businesse s 

2. Graduate s o f micro loan program s 

3. co-operativel y owned businesse s 

Our basi s fo r believin g tha t co-operative businesse s ha d troubl e gettin g bank loan s wa s 

based on contact with owner s through the group "Peopl e for Co-ops and Collectives" . A l so , w e 

felt i t not a n unreasonabl e assumptio n that th e les s conventiona l a borrowe r seemed , th e mor e 

unlikely the y woul d receiv e bank financing. 

7 



Other researc h include d a  mailin g sen t t o member s o f the Northampton Chambe r of 

Commerce. Onl y ten of these were returned . Mos t busines s owner s indicate d their suppor t for 

a loa n fund , bu t of those wh o had sought ban k financin g withi n th e past tw o years, al l ha d 

received it. 

To b e fai r t o the C TI group, I  believ e tha t the more narro w redefinitio n of the credit 

"gap" was based on two causes. 1 . Th e group had never done the basic research it should have, 

to kno w wha t wa s available in the commercial lending marke t 2 . Th e commercial lending 

market actuall y change d quit e dramaticall y ove r a  yea r period , an d so we may have bee n 

operating o n some ol d assumptions . I t seem s tha t just a s C TI began, an d identified a  credi t 

"gap", bank s als o began to design programs to address the demand for smaller loans to smaller 

sized businesses . 

A ras h of new lending programs fo r smal l business loans (many in the $10,000-$150,000 

range) wer e release d an d began t o be widel y publicize d jus t a s C T I was in its early phases . 

These program s literall y ha d not existed a few month s before , the n suddenl y it seemed tha t all 

the commercia l banks wer e courtin g smal l businesses . I t is quite conceivabl e that through the 

series "Capita l Solutions—Capita l Ideas " an d through the publicity surroundin g the creation of 

C T I , bank s wer e influence d to look seriousl y at the need for smaller loans to businesses. A n d, 

I als o conclude that our effort s locall y wer e par t of a much larger trend, perhap s bes t illustrated 

by the C D FI legislatio n itself , that may have caused banks, i n an effort to protect thei r interests , 

to expan d thei r range o f service, and to slightly increas e the lending risks they wer e wil l in g to 

assume. A n d all of this coincide d wit h th e end of a period of very tigh t credit . 

Method #3:  Fund-raising  and  Outreach (Or how  to  persuade others  when you're not  

sure what you 're doing). 

After severa l month s o f the Grant s Committee failing t o form, I  agreed t o convene and 

chair the group. Th e grou p wa s ver y small-mysel f an d tw o othe r members-bu t quit e skille d 

and experienced in the non-profi t sector and with writin g gran t proposals. W e quickly produced 

a funding application and a grant application . (Se e monthly Updates, Appendix D , for blow-by -

blow details) . Neithe r of these efforts wer e successfu l at raising funds. Th e origina l gran t for 

Special Project s apparentl y wa s never funded , an d the C D F I legislatio n stalled . S o funding 
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began t o loo k muc h mor e difficul t tha n originall y expected . 

A mai l appea l wa s generate d b y th e Grant s Committe e an d sen t ou t b y som e Boar d 

members t o tr y t o rais e cash , commitment s o f lendin g capital , an d ne w members . I t wa s no t 

particularly successful , largel y because no t mor e tha n 8  o r 1 0 Boar d member s participate d (b y 

providing list s of people to mai l t o and addressing th e for m letter s with privat e notes) , an d there 

was n o follow-u p t o th e mailing . 

A t a  meetin g o f the Grant s Committe e wit h Pa t Byrnes , wh o ha d volunteere d he r tim e 

as a  fundraising consultant, i t became clea r that without: focus , direction , strategies, time-lines , 

etc. o n th e par t o f th e large r group , i t woul d b e extremel y difficul t t o rais e money . Sh e als o 

recommended renaming the Grants Committee to something broader, whic h we did , an d it is now 

known a s th e Resourc e Developmen t Committee. 

Method #4:  Making  an  Effort:  A  Do  or  Die  Chapter 

After som e persistence , C T I wa s abl e t o se t u p a  meetin g wit h th e Mayo r o f 

Northampton, wh o has virtuall y sol e discretio n over th e us e o f C D B G monie s i n the city . C T I 

had applie d fo r fundin g from  thi s sourc e las t spring . A  smal l delegatio n o f fou r members , 

myself included , me t wit h th e Mayo r t o tr y t o persuad e he r that , althoug h sh e ha d refuse d 

funding fo r C T I in the past , C T I would b e a  goo d investmen t i n the future . 

She wa s quit e frank  i n sayin g tha t w e reall y neede d a  busines s plan , an d a n activ e 

fundraising effor t befor e sh e woul d conside r investin g C D B G money . Sh e wa s helpfu l i n 

suggesting a  variet y o f potential source s tha t w e ha d no t considere d t o approach . 

This meetin g serve d a s th e impetu s fo r on e activ e Boar d membe r an d mysel f t o creat e a 

listing of fundraising sources, dolla r goals for each source , an d smal l sub-committees wh o woul d 

pursue eac h categor y o f source s (se e Appendi x E ) . Th e Resourc e Developmen t Committe e 

essentially trie d to bring in every C T I Board membe r wh o was a t al l active, feelin g that we ha d 

reached a  critica l junction, a t whic h w e eithe r raise d som e money , o r th e group , throug h lac k 

of momentum , woul d disband . 

People volunteere d t o mee t wit h specifi c contacts the y ha d i n banking, the utilities , th e 

Northampton Developmen t Corp. , etc . Becaus e w e wante d t o b e abl e t o mak e a  mor e forma l 

presentation o f CTI 's plan s at these meetings, I  undertook writin g an informational piece, whic h 
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has th e basic component s o f a business plan . Include d in the piece, title d a  "Prospectus" , are 

sections o n outreach/marketing, lendin g criteri a and procedures, structur e o f the loa n fund , 

fundraising plan , and financials . A  draf t o f the "Prospectus" wa s reviewe d by six other C TI 

members, wh o almos t al l contributed comments. A  more fina l versio n was printed and bound 

and i s included a s Appendix F. 

The Prospectu s has been use d to date at one meeting wit h a  potential funde r an d othe r 

such meeting s ar e shortl y t o b e scheduled . Becaus e th e succes s o f thi s fundraisin g and 

networking phase depends o n the follow-through o f many Board members , utilizin g their various 

community contacts , i t remains to be seen whethe r th e group's effort s w i l l b e enough to keep 

C T I alive . 

A t thi s point , I  fee l w e have don e al l the processing and groundwork tha t i s practical 

without actuall y raising money. Eithe r we start to amass operating an d lendin g money, o r the 

group shoul d not continue to pursue it s current goa l of starting a  loan fund . 

The actua l results o f CTI 's wor k over the past year hav e bee n sprinkle d throughou t the 

narrative above. Below , I  w i ll compar e the anticipated inputs, outputs , products , an d minimu m 

objectives a s expressed i n my projec t contract , wit h actua l events and/o r products . 

M y initia l contract , submitte d in December of 1993 was revised in August of 1994. The 

original goa l of C T I, a s expressed a t its first annua l meetin g in November 199 3 wa s to amass 

a on e mil l io n dolla r poo l o f capital and begin making loans within on e year . Becaus e I was ne w 

to the grou p at that time, I did not have my own opinion as to what the group coul d achieve , but 

took it s goals a s my goals. B y the summer, I  coul d se e that the initial expectation s wer e not 

going to be fulfilled, an d that some assumption s abou t th e C D F I legislatio n that informed thos e 

expectations ha d changed . 

Problem Statement  and Goal Statement: 

This discussion is based upon the revised project contract , date d August 2, 1994 . (A copy 

can b e found i n Appendix H ) . A t that time , th e problem was still identifie d a s a "gap " in 
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available financin g i n the $10,000-$150,000 range. A s discussed above , th e definition o f the 

problem ha s changed a s a  resul t o f some research . Th e goal of the group wa s identified a s 

providing greate r acces s t o capital for residents o f the region. Th e vehicl e was identified a s a 

loan fund . Th e goa l and the vehicle have no t been fulfilled , bu t also hav e no t changed. 

Project Product: 

Again , th e project produc t wa s to be a community based financial  institution , initially a 

loan fund . Th e creation of a loan fund continues to be the product C TI is working toward . Th e 

ultimate product wa s envisione d to be a financial  institutio n with a  "store-front " presence , suc h 

as a  community development credi t union , or a bank . I  thin k give n th e shift i n our problem 

statement, th e group i s tending towar d mor e o f a socia l agenda , an d less o f an imitation , o r 

replacement, o f a loca l bank . Therefore , th e idea of converting to a credit union or a bank no 

longer seem s particularly relevant. A l so , th e slow progres s o f the group make s thes e ultimat e 

products see m particularl y far out of reach. 

Outputs: 

Outputs o f the group wer e expecte d t o be: a  brochure , a  marke t survey , a  beginning 

budget, an d a busines s plan . A l l of these item s hav e bee n complete d i n som e for m (se e 

Appendices F  and G for the C TI brochure an d prospectus , respectively) . Th e item that is least 

complete is the market survey . Althoug h som e data an d surveying of the marketplac e was done , 

it wa s not complete enoug h tha t I  woul d cal l i t a market survey . 

The nex t outpu t identifie d wa s outreac h i n the following forms : communit y education, 

solicitation o f members, privat e donors , an d private lenders . Som e of this work has occurred. 

Several article s hav e bee n publishe d about C T I . Th e mailing w e did served al l of the abov e 

purposes, bu t unfortunately di d not reach larg e number s o f people. 

Other output s identifie d wer e a  lega l structur e fo r the loan fun d an d a physical setting . 

It has been conclude d that the loan fun d w i l l be a project of C T I, whic h w i l l appl y for 501(c)(3) 

status. Wi t h ou r changes i n focus, I  think it is becoming easier t o claim a  charitable purpose . 

It has als o been agreed upon by C TI and Valley C D C tha t the initia l staffperso n fo r the loan fun d 

w i l l b e locate d at the Valle y C D C offices i n Northampton for the first tw o to three year s of 

operation. 

A poo l o f lendin g capita l wa s an outpu t liste d i n the projec t contract . Althoug h 
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commitments hav e bee n mad e fo r small (i.e . $5,000 ) amount s o f lending capital , C T I has not 

accepted an y lending capital yet. Withou t operating suppor t an d a staffperson, i t seemed unwis e 

to begi n collectin g mone y tha t we did not have the capacity to lend. W e are in the process of 

seeking tha t needed operatin g support , an d feel tha t i f those fund s ca n be secured, th e lending 

money w i l l b e relatively easy t o raise. 

The fina l outpu t wa s listed a s a n increas e i n CTI ' s leve l o f public recognitio n and 

legitimacy. I  think we have mad e littl e progres s i n this area . Th e "Prospectus" i s an attempt 

to presen t ou r plan s in a more thoroug h an d creditabl e way . W e hav e the potential to increas e 

our publi c awareness throug h meeting s currentl y bein g hel d wit h prospectiv e funders . 

Inputs: 

The most critical input identified in the project contrac t was money: operatin g funds an d 

lending funds . A s has been stated , w e are still workin g on acquiring both type s o f funds. W e 

have gathered an d analyzed models of other loa n funds, an d do have a plan for how the C TI loan 

fund woul d operate , a s outlined in the "Prospectus". Expertis e and participatio n of community 

members from  publi c an d private sector s wa s another neede d input . Thi s participatio n has 

happened, bu t not at the leve l or with the consistenc y that I had hoped for . Th e final inpu t listed 

in th e contract wa s either pai d staf f tim e o r donated tim e t o undertake plannin g and marke t 

research. Thes e activitie s have take n place , strictl y with donate d tim e (primaril y on the part o f 

a fe w C TI Boar d members) . Give n tha t plannin g an d market researc h wa s conducted by 

volunteers, I  think we have achieve d a fair amount , however , i t pales i n comparison with wha t 

could b e done usin g pai d staf f time . Gettin g a  staffperso n o n board i s our most immediat e 

objective. 

Minimum Objectives: 

One minimu m objectiv e accordin g t o my revised contrac t wa s for C TI to develo p a 

business pla n fo r the next phas e o f the organization. Th e plan shoul d includ e a prospectiv e 

budget, a  marke t plan , lendin g criteria , an d a time-lin e fo r gathering lendin g capital . Thi s 

objective ha s been met , i n the form o f the "Prospectus" (se e Appendix G ) . 

The secon d minimu m objective was fo r the Grants Committe e to pursue foundatio n an d 

government funds , a s well a s soliciting privat e donations . Th e committee has undertaken al l of 

these activities , and continues t o do so . 
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I se e C T I currently a t a  crossroads . Eithe r it s Boar d w i l l commi t itsel f t o th e curren t 

fundraising effor t an d rais e operatin g suppor t fo r a  loa n fund staffperson , o r I  suspec t C T I w i l l 

disband. Wha t members though t wa s an urgen t proble m no longe r seems as urgent , wit h bank s 

continuing to bring out loan programs targete d t o smal l businesses. Cas e in point: th e presiden t 

of C T I owns a n establishe d an d successfu l smal l busines s sellin g an d repairin g bicycles . H e 

recently decide d he neede d a  lin e o f credit to mak e operations flo w mor e smoothly . H e applied 

to Flee t Bank, and reported t o u s tha t the applicatio n was simple , the loa n was approve d withi n 

a fe w days , an d h e ha d th e lin e o f credi t withi n tw o week s time . I t doe s seem s that fo r thos e 

borrowers wh o fi t the bank' s profile , loan s ar e readil y available in almost an y amount . 

If C T I does no t continue , I  suspec t tha t thos e o f u s o n th e grou p wh o car e mos t abou t 

issues of access to capital for people who have traditionally been excluded (and who by and larg e 

continue t o b e excluded) , ma y giv e ou r tim e an d energ y t o othe r existin g group s wh o ar e 

working mor e explicitl y o n issue s o f economic justice. 

I learne d a  great deal from  bein g involved wit h C T I . I t i s difficul t t o separat e out issue s 

that ma y hav e occurre d a s a  resul t o f th e specific s o f thi s group , a t thi s momen t i n time , a s 

opposed to more general truths about workin g with groups, bu t I  w i l l attemp t to primarily discus s 

the latter : 

Conc lus ion #1 : 

In th e formatio n of a new group, ther e occurs a critica l transitio n from  th e pre-formatio n 

planning grou p t o th e mor e formal , i n my case , legall y define d an d electe d group . I n the cas e 

of C T I , because som e o f th e origina l plannin g peopl e di d no t continu e wit h th e group , an d 

because ther e was a  large influ x o f new people unfamilia r with th e origina l vision , th e characte r 

of th e organizatio n shifted . 

I believ e this was especially true because a  large number o f private secto r "experts " wer e 

recruited t o th e Board , wh o ha d expertis e i n th e financing  field,  bu t wer e almos t completel y 

unfamiliar wit h th e way s that non-profit organizations function, o r eve n that the grou p they ha d 
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joined ha d t o fulfil l som e charitabl e purpose . 

Conc lus ion #2 : 

It i s a n extremel y ba d ide a fo r a  beginnin g organizatio n t o hav e a  2 5 membe r Boar d 

which meet s quarterly . Befor e people eve n understan d wha t th e grou p i s about , the y ar e awa y 

from an y exposur e fo r thre e months . Peopl e d o no t fee l usefu l o r informed , an d the y quickl y 

stop comin g to meetings . A  quarterl y meetin g structur e i s an especiall y bad ide a when a  grou p 

is strictl y volunteer , wit h n o staf f capacit y t o conduc t regula r mailings , tak e minutes , sen d 

meeting notices , etc . 

To sta y i n a  group , peopl e nee d t o develo p a n initia l investment , the n continu e t o fee l 

they hav e contributions to make , an d that they understand wha t i s happening in the organization. 

Members mus t als o feel that there is some progress , howeve r that has bee n define d and howeve r 

slowly i t moves. Group s that are to o large , mee t to o infrequently , o r whic h ar e to o unfocused , 

w i l l no t retai n members . 

Conc lus ion #3 : 

In groups , a s i n life , everythin g has t o d o wit h expectation s an d perceptions . On e mus t 

be extremel y consciou s o f a  group' s underlyin g expectations , an d from  wha t sourc e thes e 

expectations derive . Som e expectations see m in line with an external reality (in as much as there 

is a n externa l reality) , whereas other s ar e a  self-derived , self-reinforcin g expectations tha t ma y 

not relat e t o outsid e realities , bu t ar e n o les s influential . 

In th e cas e o f C T I , ther e were severa l very important expectations tha t time proved to b e 

incorrect, an d yet were s o formative that changing them mean t changin g the natur e of the grou p 

and it s mai n objectives . 

One suc h expectatio n wa s tha t C T I woul d rapidl y acquir e fundin g t o hir e staff , wh o 

would the n tak e th e loa n fun d t o it s nex t stag e o f development . Becaus e o f thi s expectation , 

Board member s wer e not prepared fo r the kin d o f time commitment needed t o do this same wor k 

on a  voluntee r basis , an d som e aspect s of CTI ' s developmen t simpl y stalled , because ther e wa s 

no on e t o d o th e task s required . 

Another suc h expectatio n wa s th e understandin g o f the financing  marketplace , an d th e 
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credit "gap " tha t wa s identified . Th e group' s perceptio n o f this "gap " prove d t o b e incorrect , 

or t o hav e change d significantl y ove r time . Whe n the grou p realize d that it s initia l perceptio n 

was incorrect , som e member s left , becaus e th e grou p wa s n o longe r addressin g a  problem that 

they care d about . 

Groups shoul d be war y o f creating interna l realities, i n which i f enough grou p member s 

believe it , i t mus t b e true . Expectation s an d perception s nee d t o b e checke d agains t externa l 

realities o n a  regula r basis , throug h research , surveys , interviews , etc . Group s shoul d also b e 

aware tha t this i s not a  simple task. Par t o f the attractio n o f being in a group i s to for m interna l 

ideas an d interna l perceptions abou t ho w things really are. Mos t group s I  have worke d with ar e 

quite resistan t t o checkin g these alread y forme d grou p belief s agains t an y externa l measures . 

Volunteer groups, i n particular, have the additional problem that their members ofte n fee l 

their expertise , ideas , an d attendanc e a t meeting s ar e a  ful l contribution . The y ar e ofte n 

unprepared t o tak e o n task s outsid e o f meetings . I f a  grou p ha s n o staf f support , incomin g 

members shoul d be clearl y presented wit h th e expectatio n that they w i l l nee d t o contribut e tim e 

beyond meetin g tim e i f the grou p i s t o accomplis h more tha n a  socia l exchange . 

Conc lus ion #4 : 

This i s mor e o f a n observatio n tha n a  conclusion . CTI ' s cor e grou p i s compose d 

primarily o f upper middle-clas s professional white men. Mos t o f these men seemed particularly 

adverse t o doin g th e mundan e task s associate d wit h voluntee r groups , i.e . takin g o r typin g 

minutes, workin g on a mailing , settin g up appointments , makin g phone calls , etc . Meetin g after 

meeting woul d commenc e an d I  appeared t o be one o f only tw o people wh o fel t any compulsion 

to tak e minutes . 

A l so , ther e wa s a  highe r leve l o f comfor t tha n I  personall y fee l wit h throwin g ou t an d 

debating ideas , tim e afte r time , wit h n o follow-throug h on a  pragmati c level . 

I canno t begi n t o sor t ou t ho w t o attribut e thes e characteristics : t o gender , race , class , 

expectations, o r al l of the above . Bu t I  d o kno w tha t the grou p wa s almos t exclusivel y male , 

and tha t i t als o ha d a  disproportionat e numbe r o f "idea " peopl e versu s "task " people , an d tha t 

this hampere d it s progress i n my eyes . I  believe that a  mor e balance d compositio n might hav e 

led t o greate r success . 
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Conc lus ion #5 : 

I hav e give n much thought t o th e questio n o f where th e tru e strengt h o f an organization 

or a n ide a lies . Appearance s ca n be deceptive : C T I started wit h a  bang—grea t pres s coverage , 

50 people a t a  firs t annua l meeting , 2 5 peopl e as k t o jo in th e Board , etc . Ye t the grou p lacked 

the peopl e resource s t o follo w throug h wit h it s ideas . Why ? 

One questio n I  woul d as k is , how dedicate d ca n volunteers b e t o a  project tha t does not , 

and w i l l not , affec t the m directly ? Non e of the peopl e workin g in C TI to star t the loa n fund ha d 

much chanc e o f bein g directl y effecte d b y it . Peopl e wer e i n i t becaus e the y fel t i t wa s a 

worthwhile idea . Eve n th e smal l business owners , wh o could potentially have borrowed mone y 

from th e loa n fund, wer e "bankable " an d therefor e di d not reall y need a n alternativ e sourc e o f 

financing. 

How fa r ca n a  grou p g o whe n no on e workin g o n a  projec t stand s t o hav e an y direc t 

impact from  it s accomplishment ? I  thin k thi s i s a n innatel y difficul t barrie r fo r a  grou p t o 

overcome. 

Conc lu s ion #6 : 

M y involvemen t with C T I did have direc t impac t fo r me , i n terms o f m y participation 

in th e C E D program. Havin g a n "ulterio r motive" t o m y participatio n definitely changed th e 

way I  participated . I t mad e m e bot h mor e wil l in g t o tak e o n th e group' s "chores " an d les s 

wil l ing t o assum e a  leadershi p role . Ideall y I  wante d t o b e a  suppor t perso n fo r th e group , 

helping other s t o fulfil l thei r visio n o f a  communit y loan fund . 

Because I did not have a great personal investment in the specifi c outcome of CTI 's work , 

it allowe d m e t o mor e easil y facilitat e meetings , an d carr y o n i n th e fac e o f th e sometime s 

frustrating level s o f the group' s inaction . I t allowe d me t o follo w others ' suggestions , eve n if 

they produce d a  chang e i n th e group' s directio n o r basi c assumptions . Ther e wa s a  definit e 

advantage t o m y detachmen t i n terms o f the amoun t o f work I  wa s abl e t o produce . 

If I  ha d th e choic e t o mak e again , however , I  woul d probabl y choos e t o wor k wit h a 

group whos e missio n fel t close r t o m y persona l interest s an d values . This , I  believe , woul d 

result i n a  bette r qualit y o f participatio n o n m y part , eve n though , base d o n m y ow n pas t 

experience, i t woul d als o be accompanie d b y a  greate r emotiona l cost . 
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