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Unlocking Opportunities

What is community financing?

Community financing is an alternative way to meet the
lending needs of businesses without the use of traditional
banks. This form of innovative financing centers community
participation, trust, and accountability. Community financing
is not a new concept, but has grown and evolved to
encompass a range of models from online platforms to
community organizations and cooperatives. Funds can be
offered by groups of community members, organizations, or
investors, and can be distributed in a variety of ways.

Who can use community financing?

Small businesses, startups, and entites who lack access to
financing through traditional lending may find this type of
financing valuable. Community financing has played a
significant role in supporting businesses facing historical and
systemic barriers to traditional lending — such as black and
brown communities impacted by government redlining. This
movement has grown, providing nontraditional funding
solutions to a diverse range of businesses and projects.

How does it differ from traditional
financing?

This model prioritizes grassroots, relationship-based financing,
bypassing the involvement of for-profit banks and providing
flexible financing options to address a diverse array of capital
investment needs. By circumventing many of the systemic
and procedural barriers of traditional lending, community
financing promotes accessibility and equity in access to
capital. Moreover, community financing presents an avenue
for ethical and sustainable investment for individuals seeking
to positively impact their neighborhoods by supporting local
businesses. Through community financing, businesses of
varying sizes, service areas, and sectors can foster genuine
connections and investment within their communities, all
while securing more equitable financing that meets their
unigue needs.

An Introduction to Community Financing for Businesses

Types of Community
Financing

Peer-to-Peer Lending

Individual people invest funds into a
loan, often at lower interest rates than
traditional banks. Similar to crowd-
funding, this type of financing can be
offered through community groups or
online fundraising platforms.

Community Investment Funds

Funds are pooled from a small group of
mission-aligned or community investors.
Funders may include foundations,
financial institutions, or organizations
that priortize local community or
commercial development.

Microfinancing

Financing is offered through small loans,
or microloans, to entities that may not
have access to traditional financing.
Financial institutions go beyond banks
and can include nonprofit organizations
or community funds.
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Tips for businesses looking to explore Organizations That Can

community financing Help

1) Understand your options

Research community financing models and lenders to Honeycomb Credit

understand how each option works, their eligibility criteria,

potential benefits, and possible drawbacks. Is a peer lending platform that helps
growing local businesses borrow from

2) Evaluate alignment their communities. »» Visit their website

Evaluate whether financing options meet your needs as a
business and align with your mission and values. Consider
lending organizations that prioritize equitable investment,
sustainability, social impact, or or other values important to
your business.

Vestedin

Is a financial services institution centering
equitable community growth, serving PA,

3) Know the terms and risks DE, and NJ. p Visit their website

Carefully review the terms and conditions of any community

financing options you're considering. Review the interest

rates, repayment terms, collateral requirements, and any

other associated obligations. Is a CDFIl and CDE offering capital
financing to under-resourced businesses.

4) Prepare documentation ) Visit their website

Be prepared to provide documentation about your business,
including financial statements, project plans, and projections. . .
Requirements of nontraditional lenders often differ from Community First Fund
traditional banks. Ensure your documentation is tailored to
meet their requirements.

Is a community investment fund and
CDFI offering loans, grants, and other
5) Start small financial services. p Visit their website
Consider starting with smaller financing needs to test the
waters and build trust with nontraditional lenders. As you
establish a track record of successful repayment and positive
impact, you may be able to access larger financing options in
the future.

SCORE Philadelphia

Is an organization that connects
businesses to local microlenders and
other services. ) Visit their website

6) Build connections

Build relationships with your local financial ecosystem by
attending networking events, workshops, or seminars related one
to community financing. Connect with local organizations or Additional Resources
economic development agencies that may offer or facilitate » Community-Based Finance:
nontraditional financing options.

Strengthening Local Economies
through Cooperation

7) Seek professional guidance . . . .
Consider seeking advice from financial advisors, consultants, 4 Comr:numty Flnancmg.& Community
or mentors with experience in community financing. They can Funding: What's the Difference?
provide insights, guidance, and assistance throughout the ¥ What is Peer-to-Peer Lending?
process of exploring and securing nontraditional financing. ¥ Microfinance 101
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