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Introduction and Background of Beth Bafford and Calvert Impact Capital 

Honorable members of the Little Hoover Commission, thank you for the opportunity to discuss this 
important topic. My name is Beth Bafford and I lead strategy, structuring, and new product development 
at Calvert Impact Capital (CIC). I have worked at CIC for eight years in various roles, leveraging my prior 
experience in the public sector (White House Office of Management and Budget) and private sector 
(UBS, McKinsey & Company) to use private capital to address structural inequities in our financial 
system. Most importantly, I’m a mother of four children under five and come from a family of small 
business owners (my dad, stepmom, aunt, uncle, and cousin all run their own businesses).  

Calvert Impact Capital is a non-profit financial institution founded in 1995 to activate and educate the 
private capital markets to invest in un-banked communities. Since our founding, we have raised and 
deployed more than $3 billion from more than 20,000 individual and institutional investors to address two 
main challenges: global inequality and climate change. We are based outside of Washington, DC but 
work globally and have portfolio exposures in all 50 states and more than 100 countries abroad. In the 
U.S., we have been working to support and develop the community finance market for 30 years and have 
provided capital to more than 400 Community Development Financial Institution (CDFI) loan funds and 
banks in our history.  

In the last two years, we have worked with more than 30 nonprofit CDFIs to develop and design Recovery 
Funds to support small businesses during and beyond the pandemic. There are currently four funds in the 
market, including the California Rebuilding Fund. Across programs we have raised more than $320 
million in private capital from more than 50 financial institutions to support CDFI lending. These CDFIs 
have made $215 million of loans to 3,600 small businesses and nonprofits across 18 states and the 
District of Columbia, of which 65 percent are owned by women and/or People of Color and more than 90 
percent are businesses with less than $1 million in revenue.  

Background on CDFIs and Market Challenges 

When the effects of COVID hit our economy in March 2020 and tens of millions of small businesses 
across the country were affected, we got a rare, system-wide glimpse of the challenges with our banking 
system. If you picture our banking system as an electric grid – set up to connect flows from the sources of 
money to the bank accounts of individual businesses – we learned quickly that a massive share of our 
economy was in the dark.  

Of the 31 million small businesses across the country, only about 5 percent of them received a Paycheck 
Protection Program (PPP) loan in the first round of the program because most of the banking system 
initially provided loans only to their own customers or the well connected. Millions of business owners 
realized that the government’s only distribution system for direct aid was the same system that had 
locked them out for years because they were too small, located in the wrong zip code, or owned by the 
wrong person.  

Luckily, CDFIs across the country stepped up to provide PPP loans to businesses in their communities 
and – because the program was expanded and they were given more time – CDFIs ended up making 
loans to more than 1.3 million businesses for more than $30 billion with a much higher proportion of their 
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loans to smaller businesses and businesses in LMI communities. This was the result of herculean work by 
these institutions during a time of enormous need.  

We are now seeing a need to shift from thinking about immediate relief to near and long-term recovery. If 
we give up on these businesses as news cycles move past the pandemic, we will see an historic loss of 
jobs, income, and wealth – in addition to a pervasive loss of character in our communities. We need to 
learn lessons from this unwanted and unplanned national experiment to build a system that prioritizes 
scale for CDFIs and the small businesses and communities they serve.  

So why has it been historically difficult for CDFIs to scale their work to meet demand?  

CDFIs are limited by the size and restrictions of their balance sheets – in other words, the money they 
can raise and lend on their own books. Because of the perceived risk of their work, they are often 
required to hold much greater capital than their traditional counterparts, reducing their ability to leverage 
their equity. Put more simply – when a traditional bank gets $1 of equity, they can often leverage that $1 
to do $15-$20 in lending. When a CDFI gets $1 of equity, they can only leverage that $1 to do $4-$5 in 
lending.  

Not only does the equity not stretch as far, but it is also difficult to raise. For many CDFIs structured as 
nonprofit 501(c)(3)s, their only source of equity is either retained earnings or grants from the Treasury 
department or philanthropy. Grants – as we all know – are difficult to raise, especially in moments where 
so many parts of our society are in need. For-profit CDFIs and CDFI banks require private, illiquid equity 
investments from patient, long-term investors, which limits their investor base and, thus, their scale.  

On the income statement side of their business, these lenders – like banks – earn a spread between their 
cost of capital and the returns on their loans or investments – so if they borrow at 3 percent and lend at 7 
percent, the 4 percent spread is what they earn to cover all of their operating costs – people, technology, 
rent, marketing, and loan loss expense. This business model only works at scale – particularly when 
affordability is a critical part of their mission. A 4 percent spread on a $10 million loan fund is only 
$400,000. That is not enough to cover the fixed costs of lending.  

Additionally, because of their mission, they often make much smaller loans because they are serving 
much smaller businesses. You’ll often hear banks talk about how they have increased their minimum loan 
size because they do the same work to make a $10 million loan as they do to make a $100,000 loan – but 
they make a lot more money from the $10 million loan. This is another challenge of operating at a small 
scale. Overall, this has created an enormous credit gap for our smallest businesses – the share of 
community bank’s loans made under $100,000 has declined from 82 percent to 29 percent over the last 
15 years.  

As we create financial structures to bridge this large divide between the demand for capital from small 
businesses and the limited supply from CDFIs and other community lenders, we need to solve for these 
constraints.  

The California Rebuilding Fund  

Calvert Impact Capital – in close partnership with a broad group of committed local stakeholders1 – 
helped to design and launch the California Rebuilding Fund. We were fortunate to join local advocates, 

 
1 This group of committed volunteers were organized through the CASE Taskforce, and included representatives from 
various industries, organizations, and regions of the state. The California Rebuilding Fund would not exist without 
their dedication, countless hours of work, and vision for their communities.  
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CDFIs, business support organizations, chambers, law firms, nonprofits, and business leaders to develop 
this fund in the summer of 2020, which launched in late November 2020.   

The Rebuilding Fund was designed with the following core objectives in mind:  

Address affordability and access gaps for small businesses 

• Create quality products and services to address the large and growing credit gap for smaller 
loans to small businesses  

• Provide affordable loan products for small businesses through a trusted network of community 
lenders who can also provide hands on support and guidance as needed  

Grow our CDFI and community lending partners  

• Support sustainable growth for our CDFI partners by providing programs that combine access to 
affordable liquidity, a centralized source of lead generation, simple and integrated technology 
solutions, and unit economics that can support their operations 

• Create paths for larger CDFI lenders to grow exponentially and support smaller lenders with the 
capacity to build internal operations and increase volume  

Build a more active, scalable and efficient market 

• Create a model that balances standardization of lending products with trust and discretion to build 
the track record and volume necessary to aid in the creation of more active secondary markets 
and more efficient pricing of private capital  

• Build the technical infrastructure required to scale CDFI lending activities without compromising 
integrity and care  

• Structure the right financial products to attract new institutional capital into the industry and avoid 
cannibalizing existing sources of balance sheet support for CDFI loan funds 

• Actively learn from this work to support broader field development  

The California Rebuilding Fund brings together a facility (the “Fund”) that purchases 95 percent of CDFI 
originated loans so they can offer low-cost loans to their borrowers and do a lot more lending; a 
centralized lead platform that matches interested small businesses with CDFIs in their region through an 
easy-to-use customer interface; and a network of wrap around support through technical assistance 
providers to help provide high touch, free services to small businesses interested in accessing a loan.  

This structure addresses the balance sheet constraints of CDFIs by getting much higher leverage out of 
their existing capacity. The facility purchases 95 percent of every loan originated so that with every dollar 
available, they can make $20 worth of loans to small businesses.  

It addresses the income statement challenges by shifting the revenue structure from one based on 
spread to one based on loan volume. We implemented a per loan floor for both origination and servicing 
fees to make sure that small dollar loans can still make sense. We have also addressed the expense side 
by reducing costs of fundraising, marketing, customer acquisition and technical assistance, which are 
supported by the fund, so the CDFIs can focus on working with businesses directly.  

Together, it creates a model where everything that can be centralized is centralized and everything that 
should stay local is local. The overarching goal is to support CDFIs with what they, specifically, need so 
they can do what they do best – work closely with small businesses to help them retool, reopen, and 
recover.  

The California Rebuilding Fund was structured to make most efficient use of available public subsidy, so 
we split the Fund into two credit facilities: (1) a facility that purchased loans that were guaranteed by the 
IBank’s COVID-19 Disaster Guarantee Program that was under-utilized at the time, and (2) a facility that 
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received a direct loan from IBank in a subordinate position that allowed us to leverage it with private 
capital. The first facility was prioritized and fully subscribed, raising more than $50 million in private capital 
from large banks and local foundations. The second facility conducted its first close in June 2021 and is 
continuing to raise new private commitments to leverage IBank’s loan. It has raised $20 million in private 
capital to date and is looking to raise another $30-50 million in the next two quarters.  

Across these two facilities, 10 CDFIs have made more than 1,000 loans to small businesses and 
disbursed $61.5 million at an average loan size of just over $60,000. Of these loans: 

• 81 percent have gone to business owners who have traditionally lacked access to credit, 
including those in LMI2 communities and businesses owned by women and People of Color3 (or 
SEDI businesses, as defined in SSBCI guidance)  

• 47 percent have gone to business owners who self-identify as People of Color  
• 40 percent have gone to businesses owned by women  
• 86 percent are businesses with 10 or fewer employees (or Very Small Businesses as defined in 

SSBCI guidance) and 30 percent are sole proprietors  
• Loans have been made in 37 counties to date  

In addition to making loans, partners across the state have set up a business advisory ecosystem to help 
businesses who (a) need support applying for a loan, or (b) aren’t prepared or eligible to access a loan 
and need other forms of support. This has been spearheaded by the California Association of 
Microenterprise Opportunity (CAMEO) and Small Business Majority who have jointly trained more than 
300 business advisory organizations across the state on the Rebuilding Fund and the ecosystem around 
it. This is in addition to the free legal office hours run by Morrison & Foerster throughout 2020 to support 
businesses with legal advice and access to resources.  

Overall, the intention of the many organizations behind the California Rebuilding Fund was to build critical 
infrastructure to connect disparate players with similar missions across the state –banks, CDFIs, support 
organizations, chambers, municipalities and small business advocates – in service of a common purpose, 
making California the best state in the country to build and grow a business, while creating more 
resiliency in a fragile part of the market.  

This infrastructure is already being leveraged. The counties of Santa Clara and San Francisco have both 
used the Rebuilding Fund to increase lending to small businesses in their counties. San Francisco made 
a $2 million loan and $2 million grant to the second facility to run their 0% interest loan program (which is 
expected to increase) while Santa Clara made a $6 million loan to the first facility and paired their 
investment with targeted outreach and marketing to build awareness for their business owners. Both were 
able to access a cost-effective solution to supporting their local small businesses and CDFIs.  

Going forward, it is envisioned that this structure can be used to build more resiliency for small 
businesses to weather macro-economic or severe climate-related events with a structure that can be 
nimble to respond in times of acute or wide-spread challenges. For example, the state could use the 
Rebuilding Fund to increase lending and support for small businesses affected by forest fires by 
increasing the subsidy for those businesses, forgiving debt, or administering direct grants. This program 

 
2 The LMI data (CDFI Investment Area) collected through the Connect2Capital platform is based on the census tract of the business 
address, which underestimates the impact on LMI communities. Some CDFIs collect both the business owner and business address 
and estimate that their LMI impact is more than twice what we’re currently collecting. We are addressing this data gap for future 
programs. 
3 People of color includes any business owner who self-identifies as Black/African American, Hispanic, Native American, Asian, 
Native Alaskan, Native Hawaiian, Pacific Islander, or Multi-Racial 
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was built to respond to the economic impact from COVID but has created a capital delivery system that 
can and should exist beyond this moment in time.  

Assessing Impact  

In addition to quantifying the number and amount of loans made, we care deeply about the outcomes for 
the business owners and their employees – and what impact access to credit to has on their ability to 
generate wealth, income, and improve their quality of life.  

We have partnered with 60 Decibels, a leading impact evaluation firm, to study how access to credit 
contributes to income creation and wealth building for entrepreneurs, particularly businesses owned by 
women and under-represented racial and ethnic groups. We began with a study of the New York Forward 
Loan Fund, one of the first recovery programs in the market, and are planning on conducting a similar 
study in California next quarter.  

The initial results provide important insight and lessons as we move forward. Among loan recipients in 
New York: 

• 68 percent did not have good alternatives to gain access to credit  
• 68 percent reported an improvement in their ability to maintain their finances, while 57 percent 

reported an increased ability to maintain jobs  
• 55 percent reported an improvement in employees’ quality of life because of the loan, including 

maintaining hours, increasing pay, and reducing uncertainty  
• 58 percent reported a decrease in stress levels when they accessed the loan  
• 42 percent said they would have temporarily or permanently closed their business if not for the 

loan 
• 84 percent reported the same or better experience with this program versus other online lenders  

These insights – as well as the direct quotes from the businesses interviewed – provide us with critical 
information to ensure we are designing these programs to meet the needs of those we intend to serve. 
For full research results, please see here: Insights from the New York Forward Loan Fund.  

Challenges and lessons to date  

Despite the exciting progress, the California Rebuilding Fund has not been without its challenges. First 
and foremost, the timing of the launch of the program gave it a slower start than initially envisioned. The 
state announced the Rebuilding Fund a week before it announced the COVID-19 Small Business Grant 
program at the end of 2020, which was subsequently increased and extended to more than $4 billion 
throughout 2021. This had an immediate, understandable impact on demand for credit in the market as 
businesses sought free funding. It also diverted the state’s attention (Governor’s office, GoBiz, Office of 
the Small Business Advocate, etc.), and other partners, as they focused on the implementation of the 
grant program.  

For this reason, the California Rebuilding Fund operated in the background for the majority of 2021. It 
continued to support businesses that needed access to credit, but we intentionally limited active 
marketing, outreach, and engagement as most partners focused on disbursing grants. Because of the 
slower pace of deployment, we also limited new fundraising so we were not attracting commitments for 
funding that we could not deploy.  

Raising the private capital in California has been another challenge. The reaction from national and 
regional banks has been less robust in California than in other states and despite a lot of interest and 
enthusiasm, corporates and insurance companies have been slow to execute. Each organization is 
different in their approach and appetite, but I attribute part of this challenge to the timing issue above – 

https://assets.ctfassets.net/4oaw9man1yeu/6Fx43axYzBqpF8EAv0DXYv/f4b32ecb90f98d353bdc536f9cf5186c/60_Decibels_-_New_York_Forward_Loan_Fund_Insights.pdf
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the initial urgency around COVID and its effect on small businesses seems to have passed and 
inflationary pressures and the expectation of a raising rate environment has made identifying 
concessionary capital more difficult. We offer a 2 percent fixed interest rate to the banks for loans to the 
Rebuilding Fund and have heard recent feedback from the market that their hurdle rates have jumped 
given the expected Fed rate increases. We are looking to address this in the near term to ensure we 
continue to raise sufficient funds for the Rebuilding Fund to operate through the remainder of the year.    

Luckily, both the demand generation and fundraising challenges we have faced over the last year can be 
addressed in future iterations of this model.  

Looking forward  

We are currently working with 8-10 states to use a portion of their State Small Business Credit Initiative 
(SSBCI) funds to build a Loan Participation Program focused on scaling small business lending with and 
through CDFIs and other community lenders. The model would take the existing California Rebuilding 
Fund structure and adapt it to be eligible under SSBCI guidance.  

This type of Loan Participation Program supports the state’s ability to meet the core objectives of SSBCI, 
including direct private leverage, a focus on SEDI and Very Small Businesses, and a collaborative 
program led by community-based lenders that can reach small businesses in every corner of the state.  

We are taking the lessons learned from the Rebuilding Fund and other programs across the country to 
create a series of state-based vehicles that will blend SSBCI funds with private capital secured through 
Calvert Impact Capital. The State will contract with one entity – a special purpose vehicle wholly owned 
by CIC – to receive the funds and facilitate the program. CIC will be responsible for all program reporting, 
compliance, and data sharing that the State needs to report back to the US Treasury Department.  

Calvert Impact Capital will contract with a Fund Administrator, Kiva, who will help facilitate the loan 
purchases from the CDFIs twice a month and collect the monthly payments. The Fund Administrator will 
also spot check the loans to confirm eligibility on an ongoing basis.  

The adapted Rebuilding Fund would purchase 80 percent of every loan originated by the participating 
CDFIs through the program to comply with SSBCI guidance. The funds used to purchase the 80 percent 
will be a blend of SSBCI funds as subordinate capital and private funds as senior capital. The 20 percent 
held by the CDFI will share pari passu in losses with the 80 percent held by the SPV.  

The private capital is being raised by Calvert Impact Capital in the form of a national warehouse line from 
a large bank or syndicate of banks that will be available to the SPV as new loans are purchased. Once 
there are sufficient assets across the participating states, Calvert Impact Capital and its subsidiaries 
intend to securitize the loans through a note issuance to institutional private investors to replenish the 
warehouse and recycle funds. This structure will address the challenges in raising private capital on a 
one-by-one basis and allow us to access larger, more efficient sources more quickly.  

We are also addressing demand challenges by taking lessons across programs to develop a marketing 
and communications strategy that can be deployed to ensure broad awareness for small businesses. We 
have already started testing new marketing and outreach strategies that have yielded exciting results over 
the last two months (5,000+ new applicants since the beginning of the year) – and plan to continue 
experimenting with various marketing strategies going forward.  

We strongly encourage California to consider adding an extension of the California Rebuilding 
Fund to its SSBCI portfolio to ensure that the smallest businesses across the state, and those in 
historically underbanked communities, will gain access to flexible, affordable credit for years to 
come.  
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In closing, someday – who knows when – we will get beyond this virus, but the economic recovery that 
follows will be long and uneven if we don’t intentionally create scalable structures to address the breadth 
and depth of the need.  

When we look at the results of our last economic recovery, there are important lessons. The top line 
economic indicators in the decade prior to 2020 were pretty good. Strong job creation, some wage 
increases, strong new business starts. But the growth headlines missed the full story.  

The Economic Innovation Group created a Distressed Communities Index4 – a way to look at the 
economic and social status of every zip code across the country, broken down into five quintiles, from 
“Distressed” to “Prosperous” and they looked at a host of economic indicators across each quintile since 
the Great Recession. The picture it paints is alarming. Prosperous zip codes saw drastic increases in job 
growth and new business creation while distressed communities were still in decline – even six to seven 
years after the worst of the recession.  

 

We are near the bottom right now and where we go from here is up to us. We can rebuild a financial 
system that many did not realize was already broken. Or we can use this moment to reprioritize and focus 
our recovery efforts by creating new financial systems and structures that work for more people, more 
often.  

We all know small business owners at your local bakery, hardware store, dry cleaner, or childcare center 
and we know that there is no one that works harder in service of their families and their community. Let’s 
rebuild for them.  

 

 
4 Economic Innovation Group’s Distressed Communities Index, https://eig.org/dci-2018  

https://eig.org/dci-2018

