
The Future of CDFI Business Lending launch event 6th March 2018  

Professor Richard Roberts discussed the headlines of the report: 

i. Enterprise lending CDFIs are defined as concentrating on business lending to viable 

businesses who have been denied commercial debt funding.  

ii. From a starting point of the financial crisis, nobody can dispute that funding to SMEs has 

increased. However, the market is not an even playing field. For example, for first time 

borrowers with a difficult credit score less than 50% are successful.  

iii. There are many businesses who are discouraged from applying.  

iv. In the past 18 months- 2 years the value of new lending by ELCDFIS has fallen very sharply. 

Part of the reason for that is that the Regional Growth Fund was not extended.  

v. Looking forward there are still fundamental issues with the funding environment. SULCO 

volume of lending and criteria appears to have changed and the case for public investment  

is strong.  

vi. There is more to be done around first loss funding to support the CDFI sector.  

vii. Table 6 from the report ‘reasons for credit decline by commercial providers’ was discussed. 

It was suggested that to enable enterprise CDFIs to raise capital an EFG type scheme that 

allowed some of the reasons in the table to be accepted should be considered. If we had 

7000 of these loans at an average of £30,000 p.a ,it would still be less than the Treasury has 

agreed to so in theory no additional public spending would be needed.  

 

Attendees Discussion  

Overall the attendees both welcomed and supported the report and recognised the need to move 

forward.  

Nick Henry Coventry University: 
The scale of the funding gap can be debated however it is clear that there is a SME funding gap. The 
global financial crisis has given the banks the chance to admit to this gap. There is a set of viable 
businesses that cannot get funding and for 20 years ELCDFIs have been funding these businesses. 
The Regional Growth Fund put in place an infrastructure but got halfway through and is at worst 
seen as one of the diverse channels of SME lending. It was not seen as social investment at that 
point in time. CDFIs have always recognised wider effects and been mission led.  
 
Jennifer Tankard, Responsible Finance:  
In some ways it may be too early to see the impact. There is a fragmentation between government 
departments on who owns this. There is a consensus on the need to support the sector but a lack of 
creative will. Funding comes with different metrics and there is no uniformity. 
 
Katy Ford, Foundation East: 
Has been in the sector since 2004 and tried to raise funds from public and private sector on a 
number of occasions. On most occasions something has changed or the money has been diverted 
somewhere else.  
 
Mike Conroy, UK Finance: 
In response to the question-Would banks want to put money into a CDFI fund rather than Scale Up? 
Commented that at this stage it is not high on banks current agenda.  
 
Charlotte Hopwood, BBB: 



EFG and SFLG schemes were set up to fit a specific group, which aimed at security gap. The security 
gap is easier to address. Do we need something as part of wider access to finance?  
 
Andy Mullineux University of Birmingham: 
Conducted research in Chicago where they have loan guarantee schemes. Recipients of those loans 
are required to undertake some training and they can graduate to other types of scheme. EFG is 
broadly one size fits all. There is massive variation across countries.  
 
Norman Price BCRS: 
There has to be a fundamental economic argument that would be accepted by the Treasury. Market 
failure is not accepted by the Treasury.  
 
Charlotte Hopwood, BBB:  
There were less codified ruled when the scheme was set up.  
 
Richard Roberts University of Birmingham:  
We are talking about a particular size of business which is why this would only apply to ELCDFIs. 
Some of the reasons in the table wouldn’t use a guarantee. ELCDFIs would use the public guarantee 
system to try and address some of these issues for a particular group of businesses.  
 
Stephen Waud, BEF: 
ELCDFIs are experts in the SME lending sector and provide defaults less than banks would be 
comfortable with. EFG is fine but not fit for purpose for CDFIs. If there is a massive shortfall then why 
not have a portfolio mechanism. We should also pull data out from SULCO and compare ELCDFI 
performance to other providers.  
 
Steve Walker ART:  
What sort of level  of Guarantee would encourage social investment/ banks to come back in?  
Remember that the ELCDFIs have been provided with first loss guarantees of up to 50% through 
RGF. 
 
Kevin Caley, Thin Cats: 
 
We attempted to raise funds via the P2p route for a ELCDFI using CITR under encouragement form 
HMT. Convinced that there is a market for investment of at least £20million p.a. However, this route 
has been closed by FCA and they will need to be persuaded to reopen.  
 
Richard Roberts University of Birmingham:  
If we are going to get people to develop a sustainable funding regime for CDFIs it has to be founded 
on a commercial case for investments. It has to make commercial sense with the banks and it has to 
persuade a group of investors to put their money into ELCDFIs.  
 
Paul Kalinauckas BCRS: 
Size matters how will smaller CDFIs get there?  
 
Richard Roberts University of Birmingham: 
Obviously there are issues and there is a trade off with localism. The model can still be developed to 
have localism. There is also the question of individual guarantees versus a portfolio. We should work 
together to see what is possible rather than waiting for a bigger solution.  
 
 


