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What is community investment?

Financing, in the form of debt or equity, is a key part of starting up a business or cooperative, building affordable housing, or developing not-for-profit enterprises like day cares. Unfortunately many groups find they are unable to access financing from traditional financial institutions. There are many reasons that an application for financing is turned down. The business or project may be in its start-up phase, lack a track record, or it may be unable to offer security or collateral. Community facilities or conservation projects may not fit neatly into lenders’ commercial lending guidelines. Often individuals and groups need assistance to learn how to present business plans and refine financing needs before approaching a financial institution. 

Recognizing these restrictions, community groups, co-operatives, non-profits, financial institutions, government and private individuals have set up mechanisms called community investment funds. For the purpose of this study, a community investment fund is defined as a pool of capital that is used to make loans and/or loan guarantees and/or equity capital, in conjunction with technical assistance, to low income individuals, micro enterprises, affordable housing project, non profits, environmental projects and community asset development initiatives. The community investment fund may be housed within an organization and have only one product, or it may be a fund with a diversified portfolio of financial services such as loans, equity investments, guarantees and linked deposits. 

The sources of capital for community investment funds are diverse, and include contributions and loans from private donors, private investors, faith based institutions, foundations, government loan-guarantees, financial institutions, pension funds and other institutions.

Those who invest in community investment funds want their money to create local jobs, enterprises, affordable housing, essential community services, and provide financial services to low-income individuals. Many community investment funds use volunteer and public resources to establish funds, identify borrowers, manage risk and raise capital.

What is the impact of community investing? 

Community investment, where it achieves its potential, can have a profoundly important impact on poverty reduction, affordable housing, and community building.  It helps people and communities develop wealth-generating assets such as small and/or social purpose businesses, homes, and community-controlled financial institutions.  Its strength over other types of programming is that it allows individuals and communities to determine their own priorities and take advantages 

of local opportunities. 

In Canada, there have been two regional studies documenting the impact of credit and technical assistance on communities. As of November 2000, in the province of Quebec, $1.5 million dollars has been invested in community credit organizations resulting in 657 local jobs created and 237 business starts. (Lamontange, 1). 

In a study on the impact of four micro-credit loan funds in Atlantic Canada, 73% of respondents who had received technical assistance and business loans reported they had increased business planning skills.  61% of respondents said they had incrased in budgeting and financial management skills. An increase in self confidence as a result of working with a micro-loan fund to build a business was cited by 73% of respondents. The 263 micro-enterpreneurs surveyed created a net gain of 173 full time paid employee positions and 65 part time positions in addition to the self-employment they created for themselves. 61% of respondents cited self-employment as the reason they were able to remain in their communities. (Wehrell, iii) 

In the United States, a major impact assessment of the sector was conducted in 2001.  It identified 512 community investment funds that, collectively, achieved the following; 

· Financed 7,484 businesses and microenteprises, and created and supported 52,798 jobs, 

· Provided asset-building savings and retail financial services that benefited 2,143,217 people from credit unions services and 487,148 people from retail bank services,

· Closed 7,139 mortgages to economically disadvantaged people,

· Constructed or rehabilitated 43,428 homes affordable to low-income families, and

· Built or renovated 501 community service facilities in economically disadvantaged communities. (http://www.cdfi.org/cdfiproj.asp)
It is important to remember, however, that community lending creates debt for individuals and communities. It therefore must be managed carefully and with diligence. The risk of unmanageable debt can be mitigated by providing technical assistance with the capital to ensure the business or project is carefully planned and the money is used wisely. 

About the community investment study

From February to September 2003, the Social Investment Organization, a national non-profit organization dedicated to the advancement of socially responsible investment in Canada, and the Riverdale Community Development Corporation, a local community economic development organization, conducted a national community investment study to determine how socially responsible investment is helping to develop local communities and what interventions would help “scale-up” the sector in Canada. 

The study focused on community investment funds because very little is known about this sector. Alternative financing is also made available to rural areas of Canada through approximately 265 Community Futures Development Corporations/Community Business Development Corporations financed by Industry Canada and through 57 Aboriginal Financial Institutions. 

Community Futures Corps and Community Business Development Corps were not surveyed for this study because there is already information publicly available through the Pan Canadian Community Futures Network. The National Aboriginal Capital Corporation Association provided summary statistics and information about Aboriginal Financial Institutions to the study.
Funding for the study was provided by the Ontario Trillium Foundation, the Community Economic Development Technical Assistance Program (CEDTAP), VanCity Credit Union and Industry Canada.  

The demand for this research initiative emerged out of four conferences on community finance that were held in the late 1990s by ACEM (the Montreal Community Loan Fund) and Ellmen Shaw Public Affairs. During these conferences, participants articulated the need for community loan funds to work together to grow the sector. They identified a national network as a mechanism to bring people together to share their expertise, work in partnership with national financial institutions, and support the development of new community credit funds.   

Objectives and methodology

The five objectives of the study:

1. to identify barriers to growth of the community investment sector 

2. to find ways that community investment funds can work together to benefit the sector as a whole 

3. to learn from experiences organizing community finance and micro-enterprise networks in the USA and UK  

4. to conduct an analysis of the feasibility of a national association

5. to lay out the next steps in creating a national association.

These objectives were achieved through the following activities:

a) a literature review on micro-credit in Canada (commissioned by Industry Canada)

b) a survey of community financing organizations and initiatives

c) feedback and input from an advisory committee comprised of  representatives of different types of funds from all regions of Canada. The committee’s role was to bring a variety of experiences and perspectives to the study and to help identify needs and opportunities for the network. 

d) a review of how national community financing associations came to be formed in the USA and UK, the services they offer, how they are managed and how they are financed

e) an assessment of the willingness of sponsors to provide financial support for the strategic planning and operational stages following the feasibility study
Direction for the Study 

The community investment study contains input from many people involved in the community investment sector including staff members of loan funds, investors, potential funders and organizations with an interest in the sector. 

A volunteer advisory committee guided the study. The committee is composed of the seven individuals named below. They represent different types of community investment funds and bring perspectives from different regions of Canada. The advisory committee members are also expected to inform interested practitioners and funders in their region of the country about the proposed network.

Advisory Committee Members for the Community Investment Study

· Seth Asimakos, Saint John Community Loan Fund, Saint John, N.B. 

· Colin Bérubé, ACEM, Montreal, Quebec

· Priscilla Boucher, Van City Savings Credit Union, Vancouver, B.C.  

· Karen Knopf, First Ontario Fund, Toronto, Ontario

· Greg O’Neill, Arctic Co-operatives Limited Development Fund, Nunavut, Northwest Territories, and northern Manitoba

· Russ Rothney, Assiniboine Credit Union, Winnipeg, Manitoba

· Sean Van Doorselaer, Enterprise Centre, Social Capital Partners, Toronto, Ont.

About the community investment sector in Canada

The community investment study identified 60 community investment funds in Canada. Thirty four funds responded to the survey. Of the  surveyed funds:

· 85% lend for micro or small business development, 

· 50% for co-operative development, 

· 29% for housing and 

· 18% for training. 

Some funds lend for more than one activity whereas others specialize on a particular target market. 91% of community investment funds offer term loans with fixed regular payments, 35% offer a line of credit, 15% make equity investments.  The study found that between1998 and 2003, sixteen new funds started up, but another six ceased operating.  The busiest periods of start-up coincided with the years that national conferences on community financing were held, suggesting that national gatherings provide an important impetus for loan fund creation.

The Canadian Social Investment Review 2002, written by the Social Investment Organization, reports finding $69 million in community investment assets held by 24 organizations, including community loan funds, community development venture capital and community development credit unions. (www.socialinvestment.ca) The Community Investment Study found more funds, so the size of investment is actually larger, but the Canadian Social Investment Review does include the largest funds in Canada.

The Community Investment Study found that the capital invested in community investment funds comes from multiple sources. The level of risk assumed by investors varied with the type of fund. Credit union deposits are federally insured whereas community loan funds are not.

	Source of capital 
	% of funds w/ capital 

from this source

	Private investors
	50%

	Private donors
	44%

	Government *
	35%

	Foundations
	26%

	Credit union 

Depositors
	21%

	Union
	12%

	Co-op develop. fund
	6%

	Community Dev. Futures Corp
	6%

	Line of credit- financial institution
	3%

	Other 
	6%


*Some funds with micro-lending programs located in B.C., Alberta, Saskatchewan and Manitoba have access to a limited loan loss reserve through Western Diversification.  
Community investment funds in Canada cover some of their operational costs through interest, administration and membership fees. However the cost of lending, including technical assistance, is greater than can be generated from fees. Administrative costs not covered by interest and fees are met by grants and contributions from a variety of sources. Most funds share administrative expenses with their “parent” financial institution or organization. Depending on the region where the fund is located, the main sources of administrative monies are; credit union operating budgets, Human Resource Development Canada, regional development agencies (Industry Canada), provincial governments, donations and grants from individual and corporate donors and foundations. 

Community investment does not fit neatly under the mandate of a particular Canadian government department. It straddles the agendas of Industry Canada, the Department of Finance, Human Resource Development Canada and the regional development agencies. 
A recent change to the Bank Act may positively influence community investment in Canada. Financial institutions are now required to file 

Public Interest Impact Assessments. Such assessments must be submitted to the Minister of Finance prior proposed mergers between large financial institutions (more than $5 billion in equity). These assessments (i) describe their business plan and objectives; (ii) clearly identify the benefits and costs to the nation and the public; and (iii) outline any mitigating steps in respect of public interest costs and any assurances in respect of public interest benefits.

(http://www.fin.gc.ca/gloss/gloss-p_e.html#piia) 

Public Interest Impact Assessments may provide a powerful incentive for banks to demonstrate “public interest benefits” by supporting community investment funds. 
Strengths of the community investing sector in Canada

The alternative financing sector in Canada is small but well established. 

The pioneer loan funds started in the early 1980’s. There are now experienced practitioners who have been working in the field for decades. 

Many exciting innovations have occurred as funds have grown. In addition to lending products for small businesses, affordable housing and non-profits, new loan products for specific target markets, government guarantees, research, policy initiatives and networks have been developed in different regions of the country. What follows is a sample of initiatives. 

Regional initiatives;

· conservation financing for projects and businesses in British Columbia 

· loan products for refugees and recent immigrants who need training and testing to receive certification for professional designation in Canada in Toronto and Vancouver

· a fixed loan loss reserve supported by the regional development agency Western Diversification that has increased the number of credit unions and loan funds in B.C., Alberta, Saskatchewan and Manitoba offering alternative financing

· tax credits and rules governing securities issued by community development funds in the province of Nova Scotia

Policy initiatives; 

· research and proposed policy for the Department of Finance requesting that the Income Tax Act and/or regulations be amended to allow RRSP investments in independent community development loan funds spearheaded by the Jubilee Fund in Winnipeg 

· Research and proposed policy on tax credits for community economic development initiatives

Established related networks; 

· a formalized community credit network in Quebec called Réseau québécois du crédit communautaire
· informal micro-credit networks in the Atlantic provinces and British Columbia 

· a formal association of aboriginal financial institutions called the National Aboriginal Capital Corporation Association 

· a forum of Co-op Funders and Financers (national)
· a CED forum for credit unions (national)

Most of these initiatives are more fully described in the document, “The Community Investment Study Results of the Research – A Consultation Document.”
Weaknesses of the community investing sector in Canada

Community investment funds are learning from experience how to better serve their communities. But they face major obstacles. Community lending institutions in Canada are scattered across the country and, with a few notable exceptions, work in isolation from each other. Prior to this research study, there was not even a comprehensive contact list of community investment funds.

A literature review of publicly available documents conducted for the study found very little information about the sector as a whole. There are few documents that examine the relative effectiveness of different lending methods and models in Canada, which types of lending programs serve the greatest number of clients, which are most cost effective, which have the best success rates? Currently, it is difficult for a community group wanting to start up a new fund or an individual interested in making a community investment to find information on either topic. A central clearing house on community investing in Canada is lacking.
Major challenges for the sector include;

· sustaining operations through funding crises and operating shortfalls as there are, at present, very limited sources of ongoing funding for these types of funds

· attracting investors and capitalizing funds (regulations do not facilitate investment in community loan funds and there is a very poor understanding of the concept of community investing by the average Canadian investor) 
· locating information on trends, opportunities, funding sources, documented lessons learned, best practices or venues for information exchange 

· finding training or development opportunities for staff of community investment funds

· starting up community investment funds in areas where there is a need for alternative financing

Staff of government departments and potential investors alike stress that the lack of coordination between funds discourages them from engaging in the community investment sector.  During consultations, potential investors indicated that they would like to place community investments, but find it difficult to locate funds and conduct the due diligence necessary to make sound investment decisions. 

Working together to strengthen the sector

Among other questions, the community investment study wanted to learn how the sector could overcome barriers to growth and improve the effectiveness of its work reaching low-income Canadians and marginalized communities.  It wanted to find out whether and how a national network could help the sector meet its potential in Canada.   Through a literature review, an on-line survey, speaking directly with stakeholders in face-to-face consultations and through telephone calls the study identified potential solutions to the challenge of “scaling up” the community investment sector in Canada emerged. A report entitled “The Community Investment Study: Results of the Research” presents the complete results of the survey. 

To test the appetite for a national network in Canada, the community investment study surveyed 34 community investment funds about current management practices. The survey found that the majority of community investment funds are only “moderately” satisfied with their current strategies for collaborating, gathering information, doing policy work and fundraising.

As the survey was conducted during the feasibility study before any model for a network had been developed or proposed, respondents were asked to react to a hypothetical network without defined services. Despite the vague nature of the questions, the respondents were positive about the prospect of working with other funds to improve the sector in Canada. When asked to what extent a proposed network of community investment funds would help a fund to meet its needs, the responses were;
To a great extent   60%

To some extent     40% 

Not much

0


98% of respondents indicated that they were either very interested or somewhat interested in “volunteer participation on a network board or working group”. When the researcher met in person with staff of loan funds, many expressed interest in working with other funds on particular projects.

In an open ended question, fund managers were asked to name two services that would be most helpful for a national network to offer. The following responses most commonly cited. They are ranked below from most popular response down. Only the top nine responses have been included. 

1. Virtual resource centre with research and reports/online information sharing
2. Unified voice for visibility, representation and advocacy

3. Networking and partnering

4. Finding investors/ capitalizing loan fund
5. Training

6. Emerging lending practices, product development, innovation and research

7. List of funds and programs offered

8. Lobby for ongoing core funding

9. Public education

Using an open-ended question format, practitioners were asked to brainstorm and come up with activities that could be coordinated through a network. (A complete list of proposed activities is contained in The Community Investment Study Results of the Research – A Consultation Document). A network could;  

· create shared communications pieces and success stories showing the impact of community financing programs that could be used to inform potential funders 

· coordinate the collection of data nationally to be used by individual funds in their funding proposals to strengthen their case for support 

· study the most efficient ways of managing a community loan fund to minimize expenses and share best practices

· agree upon basic definitions for the field and create documents that provide a simple explanation of community investing  

· design shared communication pieces that explain community investing to potential investors. For an example, see the Social Investment Forum in the USA guide called “Investing in Communities” www.socialinvest.org 
· create a wholesale fund established to on-lend to community investment funds or a centralized guarantee fund 

· build an investor locator on a website where investors could look at a listing of funds across Canada with basic information on each fund and contact information. 

· share reports, resources, relevant news and trends via a website or portal

· make best practice documents and latest trends available as well as documenting mistakes

· monitor a listserve for practitioners to work through problems by getting feedback or suggestions from other practitioners on a day to day basis

· fund or facilitate research on new loan products or methodologies and then share the research nationally like the Aspen Institute in the USA. (for examples see the Aspen Institute’s Microenterprise Fund for Innovation, Effectiveness, Learning and Dissemination http://www.fieldus.org/li/index.html) 

· provide distance training opportunities, regional training opportunities for staff of community loan funds

In addition to feedback from practitioners working in the field in Canada, it is helpful to examine what is going on in countries with similar social and economic challenges and see what steps they are taking to strengthen investment in local communities.

Strengthening community investing in the U.S. and U.K.

To get a perspective on Canada’s community investment sector, it is useful to look at what the United States and the United Kingdom do to support community investment funds. It is useful to briefly look at the development of the community investment sector in both countries to see what can be learned.

Community Investing in the USA
The most active community investment sector in the developed world is in the United States.  The 2001 Report on Socially Responsible Investing Trends in the United States written by the Social Investment Forum reports assets held and invested locally as $7.6 billion. The Social Investment Forum included all types of community investment funds in its survey such as community development banks, community development loan funds, micro- enterprise loan funds, community development credit unions, and community development venture capital funds. There are thousands of such funds. Investors in the US put money into these types of organizations through specialized community investment portfolios. 

There are many contributing factors to the scale and strength of the sector in the U.S., but the primary reasons are: 

· the community reinvestment act 

· government money for capital and operating expenses 

· associations working to support the sector. 

The Community Reinvestment Act (CRA) was enacted in 1977 because formal financial institutions were closing down branches in low-income areas. The purpose of the act was to ensure these communities still have access to credit. 

“The CRA extends and clarifies the longstanding expectation that banks will serve the convenience and needs of their local communities. The CRA and its implementing regulations require federal financial institution regulators to assess the record of each bank and thrift in helping to fulfill their obligations to the community and to consider that record in evaluating applications for charters or for approval of bank mergers, acquisitions, and branch openings. The law provides a framework for depository institutions and community organizations to work together to promote the availability of credit and other banking services to underserved communities. Under its impetus, banks and thrifts have opened new branches, provided expanded services, adopted more flexible credit underwriting standards, and made substantial commitments to state and local governments or community development organizations to increase lending to underserved segments of local economies and populations. (http://www.occ.treas.gov/crainfo.htm)

The United States government, at the federal, state and county/ municipal level provides capital to support lending and grants to finance the operation of community investment funds. A few examples of government funding, the Community Development Block Grant program, the Community Development Finance Institutions (CDFI) Fund and the Small Business Administration program, are explained briefly. 

A federal grant program, called the Community Development Block Grant, operates through the U.S. Department of Housing and Urban Development. This program supports community economic development by providing eligible cities and counties with billions of dollars of annual direct grants for the purpose of revitalizing neighborhoods, expanding affordable housing and economic opportunities, and/or improving community facilities and services, principally to benefit low- and moderate-income persons. 

The Community Development Banking and Financial Institutions Act, enacted in 1994, led to the creation of the Community Development Financial Institutions Fund. This fund supports community investment funds through equity investments, capital grants, loans and technical assistance support. It is housed within the U.S. Treasury Department. Since its inception, the Fund has awarded more than $608 million to community development organizations and financial institutions. The U.S. government also supports intermediary programs like the U.S. Small Business Administration that delivers loan guarantees, contracts, counseling services and other forms of assistance to small businesses. 

Very active trade associations operate in the United States to improve the policy environment for community investing, build the capacity of funds, conduct research, create a track record and promote the industry, make linkages with investors, provide training and networking opportunities and many other activities. These associations include the Association for Enterprise Opportunity, the Calvert Foundation, the Community Development Venture Capital Alliance, Co-op America, the Cooperative Development Foundation, the National Community Capital Association, the National Federation of Community Development Credit Unions, Coalition of Community Development Financial Institutions, and the Social Investment Forum. 

Community investment by the general population has increased due to the Social Investment Forum’s “1% in Community Campaign” to encourage all investors to direct one percent of their investment capital into community investment.

Community Investing in the UK
The United Kingdom’s community investment sector is less established then in the USA. The number of community investment funds operating in the UK is similar to that in Canada. Evidence compiled by the UK Social Investment Forum indicates that there is at least £260 million in assets controlled by UK community development financial institutions. (http://www.enterprising-communities.org.uk/cdfa-prospectus.pdf)

Over the past four years, enterprise and community economic development organizations and socially responsible and venture capital groups  in the UK have researched ways of better serving the UK’s low income communities. A report by the Social Investment Task Force was published in October 2000. Based on learnings in the USA, the UK task force made the following five key recommendations: 

· the creation of a Community Investment Tax Credit 

· the establishment of a Community Development Venture Fund 

· bank disclosure on lending in under-invested areas 

· greater latitude for investment in Community Development initiatives 

· support for Community Development Finance Institutions 

Following the recommendations in the Social Investment Task Force report, the UK has developed an accreditation system for community development finance institutions (CDFIs - the U.K. equivalent of community investment funds) which allows them to offer investors tax breaks equivalent to a return of around 5 per cent a year for five years.

A trade association called the Community Development Finance Association was created and launched in 2002. It has a mandate to; 

· support the sector’s growth and influence, as well as its diversity and capacity to innovate

· enhance the sector’s capacity to deliver sustainable financial services

· advocate on behalf of the sector with regulators, government and investors on issues of regulation, policy and funding
The British government’s Small Business Service’s Phoenix Fund provided £334,093 for the first two years of the association’s expenses, with funding for a third year very likely. A further £45,000 has been pledged by the private sector.  The process of starting up the Community Development Finance Association is very well documented on the website http://www.enterprising-communities.org.uk/cdfa-intro.pdf  The association now has about 45 members and supporters. 

As the Community Development Finance Association (CDFA) will be publishing a report updating the key industry statistics in November 2003. 
Demand for a national network

Through the course of conducting the community investment study, many ideas for strengthening the community investment sector in Canada were put forth. In both the United Kingdom and the United States, the sector is being stimulated by improving the regulatory environment for funds, supporting the capacity of alternative lending institutions, creating centralized funds and through the support of national associations.

Stakeholders in the Canadian sector expressed many possible ways of improving the size and scope of community investment. The reality is that these ideas, from centralized wholesale funds to shared best practice online, will only work if the stakeholders in the community investment sector have a mechanism for increasing communication among themselves and working together.  

The community investment study concluded that among staff of community investment funds, potential investors and related organizations, the desire for a national network, as a means to enhancing the scale, size, sustainability and effectiveness of the sector in Canada, is strong.  The sector wants to work together to improve practice, share information and advocate for an improved policy and funding environment for the sector. The creation of a national network will provide a basis for further these activities. 

A national network of community investment funds could positively impact Canadians in several ways. The network would 

· enable funds to provide basic services to people and institutions that are unable to get these services from financial institutions 

· enable funds to work with their borrowers to ensure they make the most effective use of the money they are borrowing 

The last section of this report is dedicated to examining the feasibility of starting up and funding a mechanism to support community investment across Canada.

What is needed to start up and maintain a network?

To start up and manage the network effectively, the following types of resources are needed;
· sponsorships and fees to cover the cost of core operating expenses 

· active volunteer/in-kind labour from members to drive the direction of the network and increase its capacity to carry out projects, support advocacy work, participate in research etc.

· linkages through partnerships with existing CED associations, universities, regional networks, training institutes to provide services and instigate projects 

How can we raise resources to operate a network? 

Three models of network are proposed in this report – low range, mid range and high range options. The amount of money, in-kind contributions and partners that need to be generated will vary according to the model selected.

Membership revenue

In the survey, potential members were asked if they would be willing to pay a membership fee to be part of the network. According to the survey, respondents are willing to pay a fee ranging from $40 to $400 to be a member (depending on the total budget of the fund). An estimated $8000 could be generated in fees per year until the network is well established. Most community investment funds are operating on shoe-string budgets and, based on the present size of the sector in Canada, membership fees will never cover the entire cost of running a network. There are 60 established funds and approximately four funds in the start up phase that could become members. The research identified potential start ups in Calgary, Windsor, Peterborough and London.
Sponsorship revenue

Potential sources of sponsorship for a network include credit unions and banks, foundations, the federal government and/or regional development agencies, provincial governments, private companies and socially responsible funds. We would need to raise $68,000 (low range model), $105,000 (mid-range model) or $237, 000 (high range model.)

Volunteer/in kind donations

The members of the advisory committee for the community investment study are volunteering their time to guide this study. Additionally, practitioners have indicated a willingness to volunteer their time for working groups. 65% of respondents indicated that they were very interested in “Volunteer participation on a board or working group” and 33% said they were somewhat interested in being on a volunteer working group. When the researcher met in person with staff of loan funds, several expressed interest in working on particular topics with others. 
Strong participation from the membership will ensure the network remains practitioner driven and provide an invaluable source in in-kind donations. 

Partnerships

In Canada, organizations such as Community Economic Development Technical Assistance Providers (CEDTAP), the Canadian Community Economic Development Network (CCEDnet) and the Social Investment Organization have an interest in the community investment sector. Community investment falls within the broader fields of socially responsible investing and community economic development, although none of these organizations specialize in the particular needs of the community investment sector. CEDTAP provided funding for this report, the Social Investment Organization initiated the research, and CCEDnet has been very open to discussions about potential partnership models. 

Canadian CED Network

The Canadian CED Network is a national member-based, democratic organization. Its membership is made up of community economic development community based organizations and practitioners from across Canada. Its mission is to promote and support community economic development for the social, economic and environmental betterment of communities within Canada.

The Canadian CED Network is open to housing a network of community investment funds as a sub-network of the Canadian CED Network. If so, the Canadian CED Network has conditionally offered;

· funds for teleconferencing subject to an annual maximum and agreement that fundraising for these expenses would be carried out by the network in the future 

· presentation/workshop at the national conference (possibly launching the network at CCEDnet’s May 2004 conference)

· communication support through CCEDnet’s electronic newsletter, website, and regional networks 

· support leveraging funds  

· facilitating the use of the CED portal 

Community Economic Development Technical Assistance Provider

CEDTAP was initiated to address the needs of community-based organizations engaged in community economic development. CEDTAP offers support in the areas of technical assistance, community exchanges, target group initiatives, information and communication technology and tool development.

Opportunities for partnership would include; 
· support for communications through CEDTAP’s newsletter

· the facilitation of discussion groups and information sharing through CEDTAP’s Community Economic Development Portal www.cedcanada.ca . 

· possible financial partners

Coady Institute, St Francis Xavier

Established by St. Francis Xavier University in 1959, the Coady International Institute is a centre of excellence in community-based development. The Coady Institute offers Canadian-based education programs in the field of microfinance, community based development, management of development organizations etc. The Coady Institute has;

· 90 hard copy books and reports on North American community investing for the network for the price of delivery (weight of 60 pounds) from the Calmeadow resource library

· training courses such as the “Certificate in Community-Based Microfinance”  
Social Investment Organization

The Social Investment Organization is a national non-profit organization dedicated to the advancement of socially responsible investment in Canada. The SIO, in conjuction with the Riverdale Community Development Corporation, launched the community investment study. The SIO will

· dedicate a section of its website to the community investment study 

· continue to facilitate between community investment funds and financial advisors

The value of these partnerships is twofold. The proposed network can reduce expenses by sharing communication tools, conferences and other network services. It will also ensure services are not duplicated.

A proposed model 

A national network will coordinate the efforts of its members. Networking is a strategy to enhance the scale, size, sustainability and effectiveness of the sector in Canada.  

This goal will be reached by:

· increasing the amount of capital available for and invested in funds by improving the regulatory environment and building relationships with investors

· improving the capacity of current or future practitioners through research in best practice, information sharing, staff training and establishing standards and tools.

Staffing: Full time coordinator and part time assistant

Structure: A network/association with a unique identify likely housed within another organization. It will operate nationally.

Membership: Members will either community investment funds or organizations/individuals who support the community investment sector.  Members will have diverse organizational structures and clientele. They will have a common interest in improving practice, sharing information and coordination to enhance the Canadian policy and funding environment for the sector.

Services: The network’s services will focus on improving the capacity of its membership. Its programs will be member driven and responsive to member needs.  

The coordinator will facilitate volunteer working groups made up of members. These working groups will be self selected individuals that form ad hoc bodies established on the basis of member interest composed of between 5 – 15 members to serve as “the vehicle for participatory research, applied learning, documentation and training on a particular topic. Each designs its own learning process and implements it with the support of staff.” (SEEP network. Building Lateral Learning Networks: Lessons from the SEEP Network.).  

Two volunteer working groups will be developed in the first year of the network – the advocacy working group and the investor relations working group. 

The coordinator is responsible for all meetings, conferences, and for coordinating the promotion of the sector. Also keeps members abreast of trends and events. The assistant maintains a data base of members, updates website, and coordinates communication.

As this model has only one full time staff person, its ability to facilitate information sharing, advocacy and investor relations will be limited and highly dependent on support from the membership. It will not directly organize training sessions, nor conduct research but may work with universities to facilitate these services after the first year of operation.

Budget: Approximately $110,000 

Year One + Two

	Activity
	Tasks and Tools

	Administration

Proposal writing and funder relations
	Computer, telephone, fax, office equipment to maintain current list of community investment funds, be available for phone contact

Oversee development of brand, legal structure

Writing proposals and following up with funders

	Development of working groups 
	Establish two volunteer working groups on advocacy and investor relations

	Networking and information exchange

Capacity building
	Answer information requests from the public, potential investors, members

Monitor dedicated listserve 

Staff person would collect from members and post relevant trends, updates, or advocacy efforts. 

Design and develop dedicated website with listing of reports and resources, what’s new section, list of community investment funds

Plan for event at CEDnet’s conference. Set up next year’s agenda

	Research and identification of best practice
	Keep abreast of reports and resources relevant to members and post them on the website and/or listserve

Facilitate research through interested professors and post-graduate students – propose topics and link funds with universities with CED/planning/economics departments

Seek out grants to support research – contracts

	Investor relations
	List of community investment funds with contact information for potential investors on SIO website

Information for investors on website. Staff respond to phone calls from potential investors. Build linkages with SIO membership.

Through the volunteer working group, establish priorities for group. Coordinate activities. Possibly coordinate study for centralized fund and/or benchmarking. 

	Advocacy 
	Through the volunteer working group, build consensus on priorities for group and implement. 


Conclusions 

Several conclusions are clear in this study:

1) Community investment represents an important tool for building community capacity, revitalizing low-income neighbourhoods and improving the income of disadvantaged individuals. Evidence in the US and elsewhere shows that community investment can create and support jobs, can help to build assets among low-income people, and can help to stabilize poor neighbourhoods. According to information from the US National Community Capital Association, there were more than 52,000 jobs created or retained in the US by the community investment sector in 2001 alone.

2) The community investment sector in Canada is vastly underdeveloped compared with similar sectors in the US and Europe. Evidence from the Social Investment Organization in Canada and the Social Investment Forum in the US indicate that the Canadian community investment sector is about $70 million in assets and the US sector is $7.6 billion in assets. Even accounting for differences in publicly-funded housing and social services in Canada, the Canadian sector is a tiny fraction of the size of the US sector. Evidence compiled by the UK Social Investment Forum indicates that there is at least £260 million in assets controlled by UK community development financial institutions.

3) Canada is under funding its community investment sector. Compared with the US and UK, government support for the community investment is weak in Canada. In the US, the federal government commits significant resources to the development of a strong, unified community investment sector through the Community Development Banking and Financial Institutions Act and the Community Development Financial Institutions Fund, which has committed more than $600 million to community development organizations and financial institutions. The UK government has recently instituted a tax credit for community investment and committed significant support to the formation of the Community Finance Development Association. While there is some provincial support for the sector through various programs, Canadian federal support for community investment significantly lags behind the US and UK.

4) Funding is needed for a strong community investment network to support development of the entire sector. In the US, the National Community Capital Association – supported by the US federal government -- has played an invaluable role in enhancing the sustainability and viability of the community investment sector in the US. In Britain, the UK government has recently concluded that support for the Community Development Finance Association (CDFA) is also needed. In an overview document on the CDFA, UKSIF writes: “American trade associations have played a vital role in defining the standards by which the sector measures itself and in helping to give Community Development Finance Institutions the kind of profile they need to represent their interests to government and other stakeholders.”

Recommendations

The community investment sector in Canada has many strong programs and innovative lending products but they are scattered across the country and mostly working in isolation from one another.  

Stakeholders suggested many ways of improving the size and scope of the community investment sector. These suggestions, from centralized wholesale funds to shared best practice online, will only work if the stakeholders in the community investment sector have a mechanism for increasing coordination, improving practice, and advocating for a better policy and funding environment for the community investment sector.

A network is a means to enhancing the scale, size, sustainability and effectiveness of the sector in Canada. 

The community investment study recommends that a national network of community investment funds be formed if the sector is to become an integral part of Canada’s fledgling movement for socially responsible and community investment. 

A national network of community investment funds will positively impact Canadians. A network would: 

· enable funds to provide basic services to people and institutions that are unable to get these services from financial institutions 

· enable funds to work with their borrowers to ensure they make the most effective use of the money they are borrowing 

The network will work toward this goal by:

· increasing the amount of capital available for and invested in funds by improving the regulatory environment and building relationships with investors

· improving the capacity of current or future practitioners through research in best practice, information sharing, staff training and establishing standards and tools.

Next Steps

The advisory committee for the Community Investment Study recommends that the building blocks for a national network be put in place over the next 8 months so the network can be launched at the Canadian CED conference in Quebec in May 2004.

To launch a network, the next steps are;

· to develop a write a practical business plan for a national community investment fund network

· to design and implement a fundraising strategy that secures core funding for the network for the first three years

· to plan and coordinate a participatory event that founds and launches the network. 
List of stakeholders 

Associations, networks and committees related to community investment

Social Investment Organization www.socialinvestment.ca
Community Economic Development Technical Assistance Providers

Canadian Community Economic Development Network  http://www.canadiancednetwork.org/
National Aboriginal Capital Corporation Association

Reseau Quebecois du Credit Communautaire,  http://www.rqcc.qc.ca/
Pan Canadian Community Futures Network
Committee to Coordinate Research on Micro-credit in Atlantic Canada  

CED Across Canada A Pan-Canadian Web Portal on Community Economic Development www.cedcanada.ca
Canadian Community Reinvestment Coalition www.cancrc.org
Government departments involved in community investment

Industry Canada

Regional Development Agencies - Western Economic Diversification Canada, FedNor, Atlantic Canada Opportunities Association, Canada Economic Development for Quebec Regions
Department of Finance

Rural Canadian Pathfinder – micro credit  
Canada Business Service Centres 

Community Investment Funds

ACCESS Riverdale Community Loan Fund - Toronto

ACEM – Montreal Community Loan Fund – Montreal

Black Business Community Investment Fund – Halifax
Metro Credit Union’s Community Micro loan Fund  - Toronto

CAIC Alternative Investment Co-operatives – national

Ottawa Community Loan Fund – Ottawa

Ford City Microloan Fund – planning phase – Windsor

Coast Capital Savings’ Rising Tide – BC

Circle of Habondia Lending Society – Crescent Valley, BC

Saint John Community Loan Fund – St. John

Community First Development Fund of Saskatoon, Inc. – Saskatoon

Social Capital Partners – national

The Jubilee Fund – Winnipeg

Van City Credit Union’s Self Reliance Loans, Peer Lending, ABLED 

Van City Credit Union’s Deposit Funds - BC

Ecotrust’s The Natural Capital Fund – BC

National Aboriginal Capital Corporation Association – national (51 Aboriginal Financial Institutions)

Stepping Stone Loan Program – Sudbury

Fonds d'emprunt communautaire Feminin, Lachute
Reseau Access Credit, Rimouski
Newfoundland- Labrador Federation of Co-operative’s Cooperative and Micro Business Development Service - Newfoundland

anonymous

MCC Employment Development’s Micro Business Loans – Calgary

Les Cercles d’emprunt de Quebec – Quebec

Fonds communautaire d’emprunt de la Mauriceie – Trois Rivieres 

The Maytree Foundation’s Immigrant Employment Loan Program - Toronto

The Canadian Worker Co-op Federation’s Worker Co-op Fund - national

OK Community Loan Guarantee Fund - Kingston

PARO: A NW Ontario Women’s Community Loan Fund - Thunder Bay

Fonds d’emprunt economique communautaire – Quebec

Fonds communautaire d’Acces au micro-credit – Sainte-Therese

Edmonton Community Loan Fund- Edmonton
Partners for Economic and Community Help (PEACH) – Vancouver
Assiniboine Credit Union’s Community and Micro-lending Program -Winnipeg
Anglican Community Development Fund - Toronto

CCEC Credit Union - Vancouver

Community New Ventures Program Micro-loan fund- Edmonton

Saskatoon Credit Union

SEED Loan Fund – Waterloo

SEED Winnipeg

The Loan Circle of Society of Central Alberta

Victoria Women Work!

Yukon Micro-loan program

Fonds d'entraide communautaire, Saguenay-Lac-St-Jean

Societe de'investissement Urbaine Chicoutimi-Jonquiere

Cercle d'emprunt de Charlevoix, Baie St Paul

IDEE, Sherbrooke

YMCA, Montreal

Cercles d'emprunt d'Option Femmes Emploi, Gatineau

FIEF, Baie Comeau

SOCLE, Laval

Cercles d'entraide de la rive sud, Beloeil
Page Credit Union
BCA Financial Group 
Community Works – Calgary 

Life*Spin Community Development Loan Association – London 

Association communautaire d’emprunt de la Rive-Sud

Réseau d’investissement social du Québec, Montreal

FilAction

List of Credit Unions involved in community investment (includes those administering programs of other organizations) 

Assiniboine Credit Union

Capital City Savnigs Micro Loans Program

Caisse d’économie Desjardins des Travailleuses et Travailleurs (Québec)
CCEC Credit Union

Coast Capital Savings

Guelph and Wellington Credit Union

Kingston Community Credit Union

Kootenay Savings Credit Union

Mennonite Savings and Credit Union

Metro Credit Union

Mitchell Credit Union

Page Credit    

Saint Willbrord Community Credit Union

Saskatoon Credit Union

Saugeen Community Credit Union

Waterloo Regional Credit Union

VanCity Credit Union
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Websites Sited and Consulted

Social Investment Organization www.socialinvestment.ca
Canadian Community Economic Development Network  http://www.canadiancednetwork.org/
Reseau Quebecois du Credit Communautaire  http://www.rqcc.qc.ca/
CED Across Canada A Pan-Canadian Web Portal on Community Economic Development www.cedcanada.ca
Canadian Community Reinvestment Coalition www.cancrc.org
Association for Enterprise Opportunity www.microenterpriseworks.org
FIELD, a program of the ASPEN Institute   http://www.fieldus.org

The Woodstock Institute www.woodstockinst.org
National Community Capital Association www.communitycapital.org
Community Development Finance Association www.cdfa.org.uk
UK Social Investment Forum www.enterprising-communities.org.uk
The Office of the Comptroller of the Currency www.occ.treas.gov/crainfo.htm
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