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Low-income consumers lack access to
equitable loans, so nonprofits need to
fill the gap.
When I started Capital Good Fund in 2009, I was inspired by Grameen Bank founder Muhammad Yunus and his model for tackling
poverty in Asia through microbusiness lending. The idea immediately struck a chord with me. Impoverished people with an entrepreneurial spirit could be helped toward self-sufficiency through microloans in the United States, too. So with the goal of reducing poverty
in America, I set up shop with two others who also were affiliated
with Brown University to offer loans of up to $3,000 for incomegenerating activities, such as home-repair services or catering.

Asking the End User
It didn’t take long, however, for us to see that lower-income individuals and families had other, perhaps more urgent, needs. As we
spoke with our clients and conducted our own research, we gained
deeper knowledge of the $100 billion predatory financial-services
industry—payday lenders, check cashers, rent-to-own stores, autotitle lenders, among others—which takes advantage of the vulnerability of the unbanked and underbanked. It also became clear to us
that most mainstream financial-service providers were steering clear
of some borrowers because of their low incomes, lack of collateral,
high servicing costs, and in some cases, the real or perceived fear that
regulators discourage serving this market.
Perhaps most intriguing was our discovery that many immigrants with low incomes couldn’t afford the $680 cost of applying
for U.S. citizenship. As a result, they either deferred their dream or
sought out predatory lenders to finance the process.
At first, Capital Good Fund resisted the idea of making personal, or consumer, loans. Still, as the nonprofit’s leader, I couldn’t
get my mind off the utter lack of access to equitable capital for disadvantaged populations. And with the financial collapse of 2008, it
became impossible to ignore the need. We decided to take the step
of making loans to cover the cost of the naturalization process, and
pretty soon we were processing dozens of citizenship loan applications per month. Unlike banks and credit unions, we have low overhead costs, our credit standards are more flexible, and our ability to
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spend more time with each client is greater—factors that made it
easier for us to enter the personal loan market.
For several years, our product offerings consisted of microbusiness and citizenship loans. Every once in a while, we got applications
for other consumer needs—vehicle repairs, security deposits for renting apartments, computer purchases—and rejected them. They didn’t
fit our mental model for what nonprofits should do. In late 2012,
however, Capital Good Fund became increasingly alarmed about payday lending in Rhode Island, where lenders were being allowed to
charge rates of up to 260 percent annual percentage rate (APR), generating roughly $70 million in revenue for themselves every year. We
could no longer ignore the need for consumer loans.
With reluctance, we began accepting applications to cover the
cost of placing a security deposit on an apartment. We told ourselves
that this was appropriate because the loans would have a meaningful
impact on reducing debt and poverty. Several months later, though,
we were underwriting a strong application for the purchase of a
couch. The applicant, who had recently been homeless, indicated
that he had just moved into an apartment, where he found himself
sitting on the floor, unable to afford furniture. Absent our loan, he
would go to a rent-to-own store, where a $500 couch might end up
costing over $1,500.
“A couch loan?” we gasped. “Why would a nonprofit like ours
make loans for couches?” And then one of our employees asked the
question that changed everything: “Well, don’t the poor need to sit
somewhere, too?”
We listened.

A Good Business
Today, we offer personal loans of up to $2,000 for almost anything.
We did get a lot of pushback about the decision from funders, staff
members, and other stakeholders. We were asked about mission drift,
our interest rates, and even if our clients really needed personal loans
at all. But when we looked at our mission—to provide equitable financial services that create pathways out of poverty—it became clear
that so long as our clients were weighed down by a crushing burden of
debt, upward mobility would be out of reach. What’s more, we wanted to be open to what they considered their needs. Perhaps they knew
best. At the end of the day, we answered the criticism by pointing to
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When we looked at our mission—to
provide equitable financial services
that create pathways out of
poverty—the road became clear.
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