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2018, the scale and future amounts were intentionally omitted to give more focus to the overall
trend line rather than specific numbers.
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Executive Summary
Since Redbud Financial Alternatives began our fair lending program in Fall 2016, the
opportunity landscape for fair financial products has proven vast. To ensure we most effectively
and impactfully deploy our resources, Redbud created a strategic plan that aligns over a year’s
worth of data and experience, nationally-tested best practices, community need, and
organizational capacity.
Redbud’s work revolves around turning credit from an obstacle to an opportunity for Eastern
Kentuckians. Our approach recognizes the many players in the financial markets of Eastern
Kentucky, the roles they play, how consumers use (or don’t use) their products, and how
financial products help (or hurt) our community. To transform credit from obstacle to
opportunity, Redbud serves as “bridge” that allows people to move from high-cost, predatory
lending relationships to accessing just and equitable products they can leverage for short and
long term benefit.
To do this work in the next three years, Redbud will focus on five strategic priorities:
1. Rescue consumers from predatory and high-cost lending practices through fair and
equitable loan products.
2. Empower clients to make informed financial decisions through providing accessible,
relevant, and applicable financial counseling.
3. Build personal assets through enabling affordable, quality homeownership and
maintenance of safe and healthy homes.
4. Ensure continued community asset development through supporting the Eastern
Kentucky workforce's financial needs.
5. Sustain Redbud's operations through developing strong organizational culture and
systems to support excellent service, efficient processes, and a healthy workplace.

Kristin Collins
Board President

Scott McReynolds
Executive Director
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Context for Plan
Mission

Redbud Financial Alternatives, Inc.'s mission is to provide equitable consumer and mortgage
financial products that help clients achieve housing and overall financial stability.

How Redbud Serves the Community

Redbud is a Certified Community Development Financial Institution (CDFI) 1 organized to foster
community and economic development among underserved and economically distressed
communities by building individual, family, and community assets. Redbud believes strong
personal assets are foundational to strong communities, as they enable people to engage and
invest in their families, homes, neighborhoods, and communities.
We know that we will never have enough capital to meet all the financial needs of our
community. So instead of trying to meet every need, Redbud focuses on serving as a bridge that
uses financial counseling, fair loans, and service referrals to move people from predatory loans
and snowballing debt to fair loans and building assets.

1

“Community development financial institutions (CDFIs) are private financial institutions that are 100% dedicated
to delivering responsible, affordable lending to help low-income, low-wealth, and other disadvantaged people and
communities join the economic mainstream.”
–Opportunity Finance Network https://ofn.org/what-cdfi
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The Situation in our Service Area 2

In 2018, the Redbud board and staff identified the following as major issues in our community
that form the context in which Redbud’s present and planned work takes place:
♦ Redbud’s Service Area is challenged by high rates of poverty:
◊ An average of 33.8% of residents of Target Market counties live in poverty. i
◊ The average median household income for Redbud’s Target Market is $27,627.
For comparison, Kentucky’s median household income is $44,811 and the US’s is
$55,322. ii
♦ Redbud’s Service Area also struggles with low education levels:
◊ 30% of adults in Redbud’s Service Area have less than a high school education. iii
◊ Only an average of 12.2% of residents have a Bachelor’s degree.iv
♦ Although homeownership rates in the Service Area exceed national averages v, the
housing market of Redbud’s Service area is “broken,” resulting in a major barrier to
using a home to build personal assets for many people:
◊ The area experiences very low rates of mortgage initiation.
◊ 50% of homes valued at under $50,000, contributing to no wealth and negative
wealth households. vi
◊ Part of the housing issues arises from a prevalence of substandard housing,
including poorly insulated or constructed mobile units.
♦ Redbud’s Service Area’s unemployment rate is high:
◊ The average unemployment rate for Redbud’s Target Market is 6.175%,
compared to a US average of 3.9%. vii However, the unemployment rate does not
reflect people who have given up on finding a job. The Target Market’s labor
nonparticipation rate is twice the US average.
♦ In Perry County alone, high-cost predatory lenders are responsible for $23 million in
loans, resulting in $2.6 million in fees annually. viii
♦ Persistent poverty and negative, externally-imposed narratives have been internalized
by the community:
◊ Community feels the effects of negative value judgments on “poverty”.
◊ Persistent negative self-talk makes it hard to develop hope and self-efficacy.
◊ External narratives like this headline, “What’s the Matter with Eastern
Kentucky?” from the New York Times perpetuate the region’s negative lens. ix
♦ The Service Area community has a feeling of being “on the cusp” of economic and social
change, but many people are dispirited because coordinated changes are not coming
fast enough, and that many of the interventions feel too acute for what are ultimately
chronic systemic issues.
2

See “Geographic Priorities” section for Service Area description.
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Redbud History and Current Moment

In 2014, Housing Development Alliance (HDA), a Community Housing Development
Organization in Perry County, observed that almost 90% of people seeking HDA’s housing
services were ineligible, and the majority of them were ineligible based on credit and debt
issues. At that time, there were no resources available to guide people through the steps of
getting out of debt, developing good credit habits, or making informed financial decisions that
would benefit them both in the moment and in the future.
In response, HDA formed Redbud Financial Alternatives, Inc. as a wholly-controlled subsidiary
that could serve as the missing needed resource for people working towards homeownership.
Redbud has since grown beyond focusing on housing eligibility to guiding people in developing
and practicing good habits and skills that enable
them to build personal assets.
When communities have access to affordable
Redbud currently employs one full-time staff
person and one full-time AmeriCorps service
member. Years of lending expertise is provided
by three HDA staff members; Redbud contracts
10% of their time for Redbud activities.
In 2017, the first full year of lending, Redbud
assisted 15 clients through $41,700 in fair and
equitable loans. The majority of Redbud’s loans
in this first year helped people meet their goal
of qualifying for homeownership programs with
HDA.
In 2018, Redbud was certified as a Community
Development Financial Institution by the US
Treasury, a certification that recognizes
Redbud’s community development mission and
activities. Redbud also became one of the first
state-licensed non-profit consumer lenders in
Kentucky.
Since beginning lending activity, Redbud has
originated over $100,000 in loans to more than
30 families (as of June 30, 2018).

financial options, good things happen!

FAMILIES
Families can afford the things they need and can
save money for the future.
SCHOOLS
Kids are able to focus on school and adults can
invest in and focus on education for career
advancement.
WORKERS
Employees have reduced financial stress that
distracts them or keeps them away from their job.
EMPLOYERS
Employers experience reduced employee turnover
and increased productivity when their employees
aren’t burdened with financial stress.
BUSINESS
Instead of spending hundreds of dollars on high
fees and interest, people spend at local businesses
and open bank accounts.
GOVERNMENT
More people in the community are saving and
spending money locally, building a broader tax
base.
NEIGHBORHOODS
Affordable financing of home repairs promote
beautification, and decreased financial stress
allows increased community engagement.
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Redbud Board of Directors

As of July 2018, Redbud’s board of directors is made up of 11 people who live and work in
Redbud’s service area. They bring expertise from various sectors such as philanthropy, small
business lending, community activism, food, health, and education. They also represent diverse
economic backgrounds.

Strategic Planning Process

In Fall 2017, Redbud began the process of creating our first strategic plan. Board members and
staff gathered for a visioning retreat with a strategic planning consultant, and this plan was
completed in Summer 2018.
As an organization that has been functioning for a little over a year with one full-time staff
member, this is a crucial time in Redbud’s development. The creation of a three-year plan
allowed both board and staff to name the situation in which Redbud finds itself, and dream big
about the changes we are trying to make in our Appalachian region. These discussions also
brought up a lot of strategic questions about how Redbud sustains itself; since it is so new,
organizational structures, staff capacity, and lending capital growth are very much at the
forefront of our thinking. We dedicate this work to restoring hope and pride in our community.

Geographic Priorities
Redbud’s "service area" is our four-county Target Market 3/Investment Area (Breathitt,
Knott, Perry, and Leslie Counties) and anyone who works in the Target Market or lives in
the counties surrounding the Target Market.
Redbud’s office is located in Hazard City in Perry County.

Figure 2 - Purple indicates Target Market counties
3

“Target Market” and “Investment Area” are terms identified by the Community Development Financial Institution
Fund (CDFI Fund) for the CDFI Certification Process. To comply with CDFI Certification requirements, Redbud needs
to maintain 60% of lending volume and lending amount within the identified Target Market. Redbud can submit
changes to the Target Market through the CDFI Fund. There is also funding available to expand a Target Market via
the CDFI Fund.
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Strategic Goals
1. Rescue consumers from
predatory and high-cost
lending practices through
fair and equitable loan
products.
2. Empower clients to make
informed financial
decisions through
providing accessible,
relevant, and applicable
financial counseling.
3. Build personal assets
through enabling
affordable, quality
homeownership and
maintenance of safe and
healthy homes.
4. Ensure continued
community asset
development through
supporting the Eastern
Kentucky workforce's
financial needs.
5. Sustain Redbud's
operations through
developing strong
organizational culture and
systems to support
excellent service, efficient
processes, and a healthy
workplace.

“My family is from a kind of
a lower socioeconomic
background and we had to
use those payday lenders
and things like that in the
past. I have a very personal,
strong hatred towards
predatory lending of that
nature, but I also
understand the need. As
much as I hate them, my
family in the past would've
suffered considerably if we
hadn't been able to go and
get $300 for a new
transmission or something.
So, I think that there has to
be something that
supplements that for low
income families.”
–Redbud Board member
10

Goal 1: Rescue consumers from predatory and high-cost
lending practices through fair and equitable loan
products.
Rationale

For many people in Redbud’s service area, high-interest and predatory loans are the only forms
of credit they can access for reasons that range from poor credit scores to cultural mistrust of
traditional financial institutions. In requests for debt consolidation and credit rescue services,
Redbud has observed a high rate of high-cost credit cards, collections, and personal loans.
Frequently, clients will come to Redbud with collections or creditor-closed accounts for storebranded credit cards on their accounts. The explanation: a teaser-rate or deal lured the client
into applying for a card, the balance grew as average interest rates of 26% accrued, which
quickly moved the card’s balance over the credit limit, which, in turn, mounted over-limit fees
and tanked the borrower’s credit score. This trend is not isolated to Redbud’s service area, as
delinquency rates on store-branded credit cards have hit a
nation-wide seven-year high as of May 2018. x
High-interest credit can quickly snowball. Minimum
payments end up going mostly to interest, resulting in
insignificant reductions in principal that can draw out debt
for dozens of years. Many clients come to Redbud just
trying to get on top of multiple growing minimum
payments and to see their payments make a noticeable
impact on their overall balance.
Snowballing debt can be debilitating – as balances increase and monthly minimum payment
stack up to demand a greater portion of a family’s monthly income, people get behind on
payments which lowers their credit score – which then affects their ability to access affordable
credit in the future. Once clients fall into the cycle, it can seem impossible to get out.

Objectives

♦ Individuals and families in our service area will access equitable loan products and
escape the cycle of crippling debt, enabling them to pursue financially-related goals.
♦ Individuals and families in our service area will improve their credit scores, increasing
access to affordable rates on future credit.
♦ Our community will have greater understanding of and access to alternatives to
predatory lending, empowering people to make fully-informed financial decisions that
benefit them in the short- and long-term.
11

Approach

Redbud will continue to develop our core activities by providing equitable loans for people in
our target market based on their needs and our capacity. All of our loans are accompanied by
individual financial counseling focused on helping clients reach financial goals that they have
established (See Strategic Direction 3). Our work in the next three years will be focused on
helping clients access fair and equitable loan products.

Credit Rescue/Debt Consolidation Loans
This loan refinances multiple debts into one affordable monthly payment so that folks who are
overwhelmed with snowballing, high-cost debt payments can have the opportunity to pay their
loan off at a more equitable rate over time.
Credit Rescue loans can be structured to address a number of diverse client needs:
♦ Refinancing multiple active debts with monthly payments can reduce the overall
monthly payment due, which can help clients better manage monthly income and debt
♦ Refinancing multiple debts can also reduce clients’ overall debt-to-income ratio for the
purposes of qualifying for homeownership
♦ Financing collections enables clients to affordably address negative trade lines that
appear on their credit report, which can help client scores increase over time
♦ Refinancing high-interest debts can decrease overall interest payments and increase the
impact of payments on principal, allowing clients pay off their debts over time

 Action
•

•

Continue and expand originations of
fair and equitable credit rescue
loans in Redbud’s service area
Research and assess feasibility of
providing fair alternatives to payday
lending

Trendline of credit rescue
originations in $ per year

$77,568
2018

2019

2020

2021

2022

2023

“Redbud staff explained how people go to these rental places, you know, and rent

TVs and things of that nature. They said, we don't want them to have to do that.
And I said, well, that's really easy to say until you have three kids at home and your
washer goes down and you know that it's going to be months before you can save
up the $300 or $400 that it takes to buy it, you know? So it's really easy for a lot of
people to sit back and say, ‘you shouldn't do it this way.’ But until you're in that
situation (and I've been there), you don't knock it.” –Redbud Board member
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Payday Rescue Loans
For many people trying to make ends meet, the only financial options available are high-cost
lenders, such as check cashers and payday lenders. These lenders offer small-dollars loans that
are easy to apply and qualify for, but rely on short repayment periods and high interest rates
and fees that trap clients in a cycle of debt. Most people are unable to repay in the short twoweek repayment period and have to renew their loan for a fee. The average borrower renews a
payday loan five times, for a $55 fee each time. The Kentucky Coalition for Responsible Lending
calculated that in Kentucky the average total repayment of a $350 payday loan is upwards of
$822 – or $472 in interest and fees. In Perry County alone, predatory payday lending fees in
2008 amounted to more than $2.6 million.
One report from the Center for Community Economic Development estimated that Kentucky
annually suffers a net economic loss of $26 million, and over 350 jobs as a result of the
economic impact of reduced household spending due to money diverted to payday lending
fees. xi

 Action
•

Continue and expand originations of fair and equitable payday rescue loans in
Redbud’s service area
Trendline of # of payday rescue
originations per year

4
2018

2019

2020

2021

2022

2023

“We had to go to payday lenders when we were in emergency financial

situations. This most recent time, it was when my vehicle needed an oil change
and a front end alignment, because I couldn’t drive it anymore in the shape it was
in. We had no emergency fund so we had to get a payday loan.
“Our original loan was for $400. It was due in two weeks, but we couldn’t afford to
pay it off, so we had to roll it over. This cost us $69.15 every time – and we had to
roll it over 9 times before we finally paid it off with a Redbud loan. We ended up
paying $622.35 just in fees – way more than we had originally borrowed.”
–Redbud client
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Referrals to Non-Predatory Lenders
At this time, Redbud is not a general, primary
finance company or lender and, as such, does not
offer loans to finance items such as furniture,
recreational vehicles, or vacations. However,
other lenders in the area do offer loan products
to address these needs, and many offer them at
fair rates and terms. Redbud educates borrowers
seeking these products on identifying the best
loan product for their needs and situation, and
will refer borrowers to lenders who have proven
to be non-predatory. Redbud will also work with
clients to increase their credit scores and improve
their borrowing behavior to enable clients to
access affordable rates at primary consumer
finance lenders and on credit cards in the future.

 Action
•

•

Create referral list/database of
accessible non-predatory lenders and
loan products
Refer clients to non-predatory lenders

“When I think about people who are

helped by Redbud, I think I’ve been
those people. In a lot of regards, there
but for the grace of God…my mother
was a single mother until I was 15, and
for the 7 years that she really was in
that role, we were deep in poverty. I
don’t know if she used predatory
lenders but I do know she was
unemployed for a large part of that
time and struggled for the rest of it so
that is what I think about.”
–Redbud board member

14

15

Goal 2: Empower clients to make informed financial
decisions through providing accessible, relevant, and
applicable financial counseling.
Rationale

The lack of education or miseducation about finances, banking, and credit have serious
negative impacts on members of our community. Lack of financial education combined with
aggressive marketing by predatory lenders is a deadly combination for the financial well-being
of our community members. The US and global financial systems are increasingly complex and
difficult to navigate. According to the US Treasury, “the financial difficulties of individuals and
families can dramatically affect the financial health of local communities and regional markets.
The [recent housing] crisis has also illustrated that the financial well-being of individuals and
families is fundamental to national financial stability, and that a lack of financial literacy is one
barrier that can lower standards of living and limit prosperity.” xii

Objectives

♦ Stronger ability among Redbud clients to manage credit, as demonstrated through
budget and credit score reviews, indicating clients are applying information to real-life
situations
♦ Higher credit scores among Redbud clients, representing improved borrowing behavior
♦ Increased participation in banking and traditional financial services among Redbud
clients, permitting clients to access cheaper financing rates and interest-bearing
accounts

Approach

Individualized Client Education
Redbud believes that people are more likely to succeed when they have access to both the skills
and tools to make a change. In the case of financial capability, the “tool” is affordable credit
and the “skill” is an understanding of how to leverage that credit for both short- and long-term
benefits. In recognition of this, Redbud offers financial education and counseling to every client
that walks in the door, regardless of if they qualify for a Redbud loan. This counseling is based
off of identified best practices and curriculum, and is personalized based on the needs of the
client. Usually, clients receive education around how financial behavior impacts their credit
scores, the impact of low and high credit scores, useful tools for creating a household budget,
and how to snowball payments to successfully pay off multiple debts in the most efficient
manner.

16

This individualized counseling is likely related to Redbud’s low delinquency rates, but is timeintensive. It is therefore important to find a balance between the cost of providing counseling
services and having staff time available for growing client demand. In seeking this balance,
Redbud will continue to provide counseling services and track related outcomes and track data
to inform future counseling designs, as well as research and identify additional regionally
available financial education programs with which Redbud can partner.

 Action
•
•
•

Continue and expand financial counseling with Redbud clients
Identify and create database of existing accessible financial education resources for
internal use and client referrals.
Create library of financial education resources, tools, and materials

Board Education
Redbud Board financial education and development is essential for cultivating a board that is
able to observe, anticipate, and respond to community financial needs and move Redbud in the
direction that best serves the community and Redbud’s mission. Redbud’s board is comprised
of a diverse group of individuals with a range of income levels, bringing experience from sectors
ranging from the restaurant industry to healthcare to banking. A common financial education
received by all board members allows for the development of a shared language and reference
point from which discussions can originate and decisions can be made. Additionally, board
education equips the board with the knowledge and information needed to be representatives
of Redbud in the community.

 Action
•

Institutionalize Redbud Board financial education and development

“I was never taught financial responsibility. I didn't learn it. I'm 46 and I'm still

learning, you know, and it was something that I really did not learn: how your
credit score works, all these different things. I didn't know how this stuff works
until I was pushing 40.” –Redbud Board member
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Goal 3: Build personal assets through enabling
affordable, quality homeownership and maintenance of
safe and healthy homes.
Rationale

As noted in the explanation of the situation in Redbud’s community, homeownership rates in
the Service Area exceed national averagesxiii. However, the housing market of Redbud’s Service
area is “broken,” resulting in a major barrier to using a home to build personal assets for many
people, due to very low rates of mortgage initiation, a preponderance of no wealth and
negative wealth households, and a prevalence of substandard housing, including poorly
insulated or constructed mobile units.
Redbud follows the lead of its partner organization, Housing Development Alliance, in
promoting quality homeownership of safe and healthy homes. Research shows that
homeownership, especially in low income areas, contributes to better educational, behavioral,
and emotional outcomes for children.xiv Stable, affordable, and quality housing has also been
shown to be beneficial for the physical and emotional health of all members of a family. xv
Redbud believes that quality homeownership has a stabilizing effect on entire communities.

Objectives

♦ Individuals and families in our service area are able to make down payments on
quality homes, increasing the homeownership rates of modest, high-quality housing.
♦ Homeowners in our service area will be able to maintain safe and healthy homes by
accessing funds for needed home repairs.
♦ Our community will benefit from the stabilizing effects of affordable homeownership,
through higher educational attainment and achievement, increased home values, and
greater personal assets.

Approach

Redbud will continue to support quality housing and home ownership through our partnership
with Housing Development Alliance by providing equitable mortgage assistance and home
repair loans for people in our target market based on their needs and our capacity. All of our
loans are accompanied by individual financial counseling focused on helping clients reach
financial goals that they have established.

Down Payment Assistance
Redbud’s Down Payment Assistance program will help low- to moderate-income households
seeking to buy a house qualify for a first mortgage through another lender. Down payments
18

with local banks can range from 10%-20%, which can put homeownership out of reach for many
people. Redbud’s Down Payment Assistance program finances down payments at affordable
rates and supports their continued homeownership with financial counseling.

 Action
•
•

Secure long-term capital (10+ years)
Pilot down payment assistance product

Home Repair Loans
Redbud’s secured and unsecured home repair products allow clients to affordably finance nonluxury improvements that maintain and increase the value of their asset of a home. Kentucky
Power increased its residential energy charge by 48% between 2006 and 2014, and in
December of 2017, many homeowners in Perry County reported energy bills exceeding $600,
demonstrating a need for energy efficiency improvements that would save them money in the
long term. Redbud is partnering with Heat Squad, which conducts home energy efficiency
audits and repairs for referrals of clients needing financing.

 Action
•
•
•
•

Continue and expand originations of unsecured home repair loans
Secure long-term capital (10+ years)
Establish referral partnerships with housing lenders
Pilot secured home repair loan product
Trendline of # of home repair
originations per year
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“I remember when I was very young and I was able to purchase my house at the

time and I remember going to the dirt and picking up the dirt and I was like, this
my dirt, and you're not gonna throw me off of my dirt! My childhood had involved
a lot of evictions. I was in 21 different houses by the time I was 13 with the total of
36 by the time I was 21. So you have that loss of security when you're always
bouncing, if you're always in transit and always having to find new schools or new
places to be. To have had the services of the Housing Development Alliance would
have been magical.”
–Redbud Board member
19

Goal 4: Ensure continued community asset development
through supporting the Eastern Kentucky workforce's
financial needs.
Rationale

Low employment affects both personal and community assets. With limited income, it is hard –
if not impossible – to build personal assets such as a savings, a retirement account, or a home.
When individuals do not have personal assets, the community as a whole suffers, too. To truly
engage in community and economic development in Eastern Kentucky, Redbud must address
the financial barriers that impact our workforce and employers.
The practices of high-cost lenders impacts Eastern Kentucky’s workforce in several ways:
♦ Jobseekers who have fallen into a
debilitating cycle of debt with these
high-cost lenders suffer low credit
scores, disqualifying them for a range of
jobs. No matter their other
qualifications, a bad credit score could
knock them out of the running for a
good job.
♦ New hires faced with personal costs
related to their new job, such as
uniform, equipment, or even childcare
costs, seek small dollar loans from highcost lenders to cover their costs until
their first paycheck comes in, but get
trapped in the cycle of debt that drains
their new income, or they make the
tough decision to pass the job up.
♦ For employees, increased financial stress
reduces workplace performance and
increases absenteeism and turnover.
Employees request advances from
employers or dip into retirement funds
to avoid turning (or returning) to highcost lenders.

“One of our biggest issues is our
teleworkers being able to afford a
quality home-office setup necessary
for them to be able to work from
home. This, along with their having
available funds to upgrade their athome broadband service/speeds,
afford necessary peripherals, headset,
desk, chair, etc., are all barriers to
someone launching a work-at-home
career during its start-up period.”
–Michael Cornett, Teleworks USA,
Eastern Kentucky Concentrated
Employment Program
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Objectives

♦ Employees in our service area will access equitable small-dollar loan products and
avoid using predatory lenders to pay for unexpected costs such as car repairs and
medical emergencies.
♦ Members of the workforce in our service area will improve their credit scores,
increasing eligibility for good jobs.
♦ New employees will access equitable small-dollar loan products that enable them to
cover the costs of starting a new job so they can afford to work.

Approach

Workforce Opportunity Loans
Redbud will pilot Workforce Opportunity Loans in partnership with area workforce agencies
and local businesses to address the financial needs of the region’s workforce.
To address these impacts, Redbud will offer small-dollar loans via employers modeled after the
Employer Small Dollar Loan program best practices highlighted by the Filene Institute.xvi These
Small Dollar Loan programs are set up with the employers to allow employees in good standing
with the employer to access small loans up to $1,000.

 Action
•
•

Pilot Employer Small Dollar Loan Program with local businesses
Expand Credit Rescue Loans to assist job-seekers

“I was a stay-at-home father until I was lucky to find job with a great organization,
but we could not afford the childcare cost before my first paycheck. We were
caught in a ‘limbo’ between childcare and me working. The expected cost of
childcare was $125 a week, and my check at my new job wouldn’t come in for two
weeks, so we had to find someone to take care of our kid for two weeks and we
didn’t have the money to afford it. We had to turn to family members to cover that
two week gap. It added a lot more stress to getting this new job, and there was no
program to help with it. We were lucky to have family that would help us. But
sometimes that cost makes someone ask if they can even take the job. If they can’t
afford it, what are they going to do? Do they even have a choice?”

–Frank Morris, HEATSquad Manager, former coal miner
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Goal 5: Sustain Redbud's operations through developing
strong organizational culture and systems to support
excellent service, efficient processes, and a healthy
workplace.
Rationale

Appropriately, Redbud’s first Strategic Planning process brought forward many questions and
discussions about organizational sustainability. Staff and board members of Redbud are
ambitious, hopeful, and committed to providing a valuable service to their community. At this
tipping point moment there is also a level of anxiety about how to manage what could be a
large infusion of lending capital with limited staff capacity. Redbud is currently focusing its
resources on priority areas of work in the coming three years and developing staff training,
research and assessment systems to help us streamline our work and make our operations
most efficient and humane.

Objectives

♦ Redbud maintains CDFI certification, enabling access to grants from the US Treasury
and deeper relationships with traditional financial institutions
♦ Redbud has adequate and knowledgeable staff to conduct high quality activities
♦ Redbud is 30% self-sufficient after 3 years, representing a decreased dependence on
external dollars for operational support.

Approach

Staff Capacity
Redbud’s staffing arrangement is designed to maintain a “right-sized” staff for Redbud’s
operations4. By contracting with Housing Development Alliance during this start-up period,
Redbud is able to afford experienced staff for low cost. This arrangement, however, limits the
amount of time contracted staff can dedicate to Redbud tasks.
As Redbud grows its lending activity, Redbud’s staff capacity will need to increase to continue
to provide high-quality and responsible service to clients while keeping the organization
running. This capacity increase will ideally manifest in both an improvement in the efficiency of
the loan processes and new staff positions as needed.
4

Maintaining a “right-sized” staff is a noted challenge for rural and start-up CDFI’s according to a report from the
Mary Reynolds Babcock Foundation, “Community Development Financial Institutions: A Study on Growth and
Sustainability,” June 2011.
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 Action
•
•
•

Expand staff capacity to increase quality and efficiency of lending activity and client
engagement
Research and test technology to improve efficiency of lending procedures
Train staff to conduct lending activities professionally and efficiently

Diverse and Adequate Capital
Critical to providing responsive loan products is capital whose terms work with those of the
products. The cost of capital must be low enough to allow for both the client to access
affordable rates and the organization to receive income from the product. Additionally, the
capital must match the terms of the products – a 36-month Redbud loan needs to be funded by
capital that is available for that entire 36 months. Lending capital must also exceed the
amounts being lent, and so capital should be secured with consideration to future projections.
It is also important that sources of capital be diverse (public, private, federal, banks,
philanthropy, intermediate CDFI’s, etc), so that in the event of an economic event affecting one
source of capital, the entirety of the capital pool is not completely at risk.

 Action
•
•

Secure adequate and appropriate capital for products
Diversify capital sources including: private investors, the CDFI Fund, banks,
foundations, and CDFI intermediaries
Trendline for lending capital and loans receivable

Total Lending Capital
Loans Receivable

97,200
47,751
2018

2019

2020

2021

2022

2023
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Increased Earned Income
As a loan fund, Redbud has the potential to be majority self-sufficient, funding operations from
interest and fee revenue and reducing dependency on grants and donations. To do this, Redbud
must increase its generated income at a greater rate than increases in operating costs.

 Action
•
•
•

•
•

Review, assess, and adapt policies and procedures to increase efficiency of originating
and servicing loans
Review, assess, and adapt policies and procedures to maintain high performance of
portfolio
Maintain and expand acceptance of referrals from partners including Housing
Development Alliance, 1st Trust Bank, and Eastern Kentucky Concentrated
Employment Program, and new partners of banks, local businesses, and others
Develop and deploy targeted marketing plan
Review, assess, and adapt interest rate design to balance operating costs with
providing a fair and equitable loan products

“I'm a coal miner's kid, but my family came from a level of poverty that most

people don't understand. That said, my dad also was a coal miner and he made
good money and we were solid middle of the road, middle class kids growing up.
And I remember my mother's father, my grandfather, did not have indoor
plumbing until I was a teenager. We actually dug outhouses about once every
other year. In this community there remains a level of poverty here that most
people don't realize. Even though it's 2018. But why does it exist?”
–Redbud Staff member
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Questions for the Future
Since this is Redbud Financial Alternatives’ first Strategic Plan, a number of questions have been
raised in the process of engaging board, staff, clients, and community members in the vision for
Redbud’s work. In future years, we expect to grapple with some of the following issues:
What is Redbud’s niche in the overall financial ecosystem? As a CDFI, what is our relationship to
banks and other financial institutions?
Redbud’s current Service Area is clearly defined. In coming years, will Redbud expand its target
market? If so, how, where, and why?
Redbud is not currently engaged with primary consumer lending (financing furniture, vacations,
cars, etc.) Will Redbud seek to compete directly with predatory lenders by offering its own loan
products? Should Redbud create its own payday loan alternative?
Redbud’s capacity for financial counseling and education is currently limited to individual work
with its clients. However, there is a demand for more comprehensive financial literacy
education in Redbud’s service area. Should Redbud develop its own financial literacy
curriculum?

Criteria Considerations for Future Products
Does it build a personal asset? What type?
Does it lift someone out of a predatory cycle?
Does it strengthen their personal financial management skills?
Will they be in a strong financial situation at the end of their Redbud loan?
◊ Reduced debt-to-income ratio
◊ Increased credit score
◊ No collections
♦ Is Redbud the best rate clients can qualify for? Are there better rates at other
institutions that clients (or specific clients) could be referred to?

♦
♦
♦
♦
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