
WORKING CAPITAL
VanCity & others work to address the entrepreneur’s

dilemma: no job, no collateral, no business plan - no credit

These are just two of the many people

who need financing to create their own

jobs, but fall outside conventional lending

criteria. Their dilemma was one of the

things VanCity Credit Union learned in

the course of a community consultation it

hosted in 1994. There, credit union mem-

bers and community representatives were

asked to bring forward ideas that would

strengthen the communities of the Lower

Mainland and Fraser Valley. One of a

number of initiatives VanCity’s board

took in response to this dialogue was the

Self Reliance Loans program.

Launched this

January, the program

makes loans available

to people who want to

employ themselves by

starting or expanding a

microbusiness. Loans

are granted primarily

on the basis of charac-

ter and credit history

(see program sum-

mary, p. 18). Vision, qualifications, and a

detailed business plan saw both the nurse

and the blacksmith through to Self Reli-

ance Loans from their local VanCity

branches. In the first six months of 1996,

more than 40 people received financing

and have created for themselves other-

wise incomparable opportunities.

A SYSTEMATIC APPROACH

Lending to people outside the standard

lending requirements is not new to Van-

City’s loans staff. Unconventional loan

cases are subject to the discretion and

judgment of the branch managers, and are

administered no differently than other

loans. The significance of the Self Reli-

ance Loans program lies in the systematic

approach VanCity now takes to uncon-

ventional microenter-

prise lending.

This approach con-

sists of a number of

elements. First of all, a

policy statement for-

mally sanctions lend-

ing which is primarily

character-based and

entails higher risks.

Secondly, these Self

Reliance Loans are

coded separately, al-

lowing monitoring of

the portfolio. VanCity

now knows how many

microenterprise loans

are made, for what

amount, and how well

they are performing.

The monitoring will

allow VanCity to ad-

just the program should the portfolio per-

form below expectations, or to expand

the program if it performs well. Thirdly,
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A
fter 20 years of hospital work, a B.C. nurse recently found herself laid

off on account of budget cuts. With buckets of experience but no recent

qualifications, it was very unlikely she would find work in another

hospital. As a resident of White Rock, a seaside community one hour from Vancouver

by bike, it would be difficult to find comparable work of any kind. So she decided to

start a company of her own, looking after White Rock’s many elderly retirees.

Self-employment training was available through the federally-sponsored Self

Employment Assistance (SEA) program. She completed the program with an

affirmation of her vision, a solid business plan - and a need for start-up capital to

the tune of $15,000. On unemployment insurance and with no collateral, where

could she find the money to turn her plan into a job?

Or take a graduate from the University of British Columbia’s

planning school. After six years of looking for employment with

local government, he shifted his focus. He had kept bread on

the table as a blacksmith in a local tourist attraction. Why not

turn these skills into a full time vocation, and make wrought-

iron artwork? That required a forge, and forges cost well over

$10,000. Again, he had no collateral and only part-time earnings.

Where could he find the funds?

VanCity’s Self Reliance

Loans program has

already achieved 80%

of its 1996 target.

But microenterprise

lending poses a host of

challenges. In response,

VanCity is looking at

one strategy to aid

borrowers & staff alike:

partnerships.
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a target of $500,000 in loans was set for

1996, and every VanCity branch was en-

couraged to bring in three or four Self

Reliance Loans. The target ensures that

all branches seek out opportunities to

gain micro-lending experience as they

participate in their community’s eco-

nomic development.

Finally, training workshops supplied

loans staff with the confidence and con-

tacts necessary to implement the new

policy. The Centre for Community En-

terprise facilitated a 1-day event for loans

managers featuring, among other things,

presentations about the 15-year track re-

cord of high-risk lending by Colville In-

vestments (Nanaimo) and about the

Metro Vancouver business services SEA

program. Another half-day workshop

trained loans staff representatives from

each VanCity branch. They in turn

trained staff in their own branches.

VanCity’s efforts in this regard are mo-

tivated by more than social responsibility.

Microenterprise is a rapidly growing sec-

tor of our economy. Through this program

VanCity staff are learning how to respond

to the increasing demand for small loans

from entrepreneurs without conventional

collateral. We expect to make more loans

to microenterprises, and to see many of

them grow and come looking to us for

additional services in future.

A number of Self Reliance Loans re-

cipients have transferred all their finan-

cial accounts to VanCity, recognizing a

financial institution which believes in

their character and skills. This sometimes

occurs in unexpected ways. One of our

new members is a professor at a post-sec-

ondary education institute, who gave a

student an assignment to research financ-

ing available for budding entrepreneurs.

The student could not get the time of day

from his own bank, but one of VanCity’s

loans managers made time and had a pro-

gram of substance to talk about.

PARTNERSHIPS

Since launching the loan program in Janu-

ary, VanCity has achieved 80% of its 1996

target and suffered no loan losses. But

VanCity also faces a host of challenges.

Many of these were identified by the

loans managers at their training:

� Microenterprise loans can be more

time consuming, and therefore more

expensive to make.

� Loans staff sometimes lack the knowl-

edge or skills necessary to bring a loan

applicant’s business plan up to par.

� It is not always clear how involved

loans staff should get in gearing up

potential borrowers to the point where

they can be financed.

Because all these points are related, Van-

City is looking at one strategy to aid bor-

rowers and staff alike: partnerships.

For example, we struck an important

partnership with the SEA program, which

has been producing loan applicants who

are highly motivated and equipped with

PIETER VAN GILS is manager of VanCity Credit Union’s CED department. He de-

veloped the Community Investment Deposit account, which gathers funds for in-

vestment in environmental and affordable housing projects in the lower mainland,

and the Self-Reliance Loans program, a credit program for microenterprises.

Pieter works on a wide variety of other community development initiatives, includ-

ing the development of new social investment tools and VanCity’s CED granting

program. Prior to joining VanCity, Pieter worked and traveled in Asia and Africa to

offset premature brain calcification brought on by graduate studies in economics

and a stint with KPMG. In his spare time, Pieter advances the coming of the

“Velorution,” a belief inextricably linked with his Dutch backgound. He happily

looks forward to this and other certitudes being shattered by the teachings of the

Canadian climate, geography, and people, including his 3½ year old daughter Han-

nah and his wife Lesley.

SELF RELIANCE LOANS

AT A GLANCE

Self-Reliance Loans are loans issued by

VanCity Credit Union to people who

want to start or expand a business to

create employment for themsleves.

Loan approval is based primarily on

character and credit history.

How much can be borrowed and

what are the terms?

The maximum loan amount is

$15,000. Self Reliance Loans are term

loans, with a maximum amortization

of 60 months. The interest rate is

Prime +4%. There are no fees. Bor-

rowers may postpone up to two pay-

ments a year, with an option to

postpone the first two for a nominal

fee.

What information is required?

1. A business plan.

2. A résumé.

3. If the business is already operating,

financial statements for the pre-

vious months or years of operation.

4. Two written character references.

5. Documentation showing the appli-

cant has invested in the business

10% of the total requested loan.

Who is eligible?

1. VanCity members in good standing

for at least six months.

2. SEA program participants.

Applicants must be willing to act sub-

sequently as mentors to other Self Reli-

ance Loans program participants.
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One Start

ACCESS
NWCDS explores a new way

to help communities turn on

Our research indicated that the bulle-

tin board system would best suit the

needs of New Westminster. Bulletin

boards can contain local information, are

easy to use, and have low log-on costs. A

software package named Excalibur

seemed a likely choice.

A study of the technology of potential

partners revealed, however, that while

most had sufficient computing capacity,

many lacked modems. In order to in-

crease the range of participation, includ-

ing that of nonprofit organizations,

NWCDS determined that the cost of mo-

LOUISE ARNOLD & DANA SHAW

I
n 1994, the New Westminster Community Development Society (NWCDS)

first considered the feasibility of establishing a local bulletin board system to

link community services, businesses, and institutions. Two factors were

integral to the creation of this system. Like other CED-centred organizations, the

NWCDS sought greater equity of access to information and training for commu-

nity members. In addition, there was a need to ensure the long-term financial

sustainability of New Westminster Community Skills Centre, another NWCDS

project.

The result? One Start ACCESS - a community computer network that could

connect the people of New Westminster to businesses, education and training

providers, support services, and government agencies. Like a phone book, it is an

information storehouse open 24 hours a day. Unlike a phone book, its listings can

be updated at even weekly intervals, it wastes no paper, and is interactive,

responding to users’ selections and even maintaining their training history in a

“learner passport.”

PROCESS

During the summer of 1995, the NWCDS explored potential methods, software,

and hardware required to create its vision. The merits of existing systems were

assessed, particularly the option to develop WEB pages on the Internet or to create

a bulletin board using one of the many software packages currently available.

a well-researched and -written business

plan. They usually require no more time

than a regular loan applicant, although

most of them, with no work or collateral,

would be turned away from a regular fi-

nancial institution. VanCity endeavours

to maintain links with the various organi-

zations training SEA candidates as well as

the federal officials who administer the

program. Our head office credit manager

has helped review the business plans of

some SEA graduates, and loans managers

have made presentations about our pro-

gram to groups of SEA candidates.

Another example is a partnership Van-

City has struck with the Women’s Enter-

prise Society of B.C. It now has a loans

counsellor in VanCity’s head office, pro-

viding up to ten hours of advice to com-

panies that are majority-owned by

women. The loans counsellor refers them

to the business services department

when they are ready for financing for

start-up or expansion.

VanCity is also pursuing links with

programs assisting young people to be-

come entrepreneurs. Last but not least,

VanCity is working hard to set up a men-

toring program that offers business advice

to people who are not enrolled in any of

the aforementioned programs, but who

nonetheless merit support.

Where to from here? To this point,

VanCity has been cautious. We have not

marketed the Self Reliance Loans pro-

gram other than by word of mouth. Our

confidence is growing in step with the

number of small successes. We have high

hopes for a future in which the Self Reli-

ance Loans program has an excellent

track record in attracting growing busi-

nesses run by people in whom we have

expressed faith. Most of all, we are deter-

mined to keep looking for ways in which

we continue to live out our commitments

to the communities we serve - as we have

done for over 50 years.�
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