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Understanding Funding
Options Beyond the Bank
Funding can be a confusing maze for a new small business owner.
The Initiative for a Competitive Inner City, ICIC, helps break down financing
options that go beyond bank lending. This guide provides you with
need-to-know facts around alternative financing vehicles available
to small businesses.
Note: The information presented in this document does not constitute legal, tax, finance, accounting or trade advice, but is designed to provide general information
relating to business and commerce. The FedEx®Small Business Center’s content, information and services are not a substitute for obtaining the advice
of a competent professional, for example a licensed attorney, law firm, accountant or financial adviser.
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There are currently more than 70 CDVC funds in the United States. Numerous
investors supply capital to these funds; the funds, in turn, seek to provide their
capital to businesses in underinvested communities, like some inner cities or rural
communities. The funds generally maintain partial ownership of the businesses
that receive their capital. The goal of these funds is to generate financial reward
for investors while creating jobs, wealth and opportunities for growth
in underserved communities.
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There are thousands of grant-making foundations in the United States; a small
portion of them provide PRIs (less than 1% as of 2013), but the numbers
are growing. These PRIs provide capital in the form of a loan (most common),
line of credit, cash deposit, credit enhancements or equity investment.
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CDVC funding might be a good option if:

You have a business with expectations
for high growth

Your business will create significant
numbers of high-quality, entry-level jobs

You are looking for an experienced advisor
and partner to help you manage and grow
your business
You are seeking debt or equity capital

Your business is in an industry not served
by traditional venture capitalists or is
located in an underserved community
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Crowdfunding might be a good option if:
Your business is a start-up, or you are
looking for funding for a specific new
product or service

You need a one-time infusion of capital but
don’t want any partners or cannot get a loan
from a bank

You have a “compelling” story to tell
(compelling stories “win” more funders)
You want to test demand for a new product
or service but want to manage your risk
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Key Facts:

Pros:

Most crowdfunding in the U.S. is
rewards-based: offering some type of
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Entrepreneurs retain full ownership

Equity-based crowdfunding, which offers
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in 2016

Low risk and highly flexible capital
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PRI funding might be a good option if:
Your business has measurable social
or environmental impact (e.g., advances
scientific discovery, promotes
environmental conservation or creates
jobs in disadvantaged communities)

to you by FedEx and ICIC
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Key Facts:

Pros:

Most often foundations make PRIs through
nonprofit intermediaries (e.g., Community
Development Financial Institutions) rather
than directly to small businesses

Provides financing for social impact
enterprises that may be difficult
to find elsewhere
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Small Business Investment
Company (SBIC)

Crowdfunding
imer for Small
usinesses

SBIC funding might be a good option if:
You have a small to medium-sized business
with less than $19.5M in tangible net worth
and an average net income of less than
$6.5M for the last two years (or a business
otherwise deemed small by its industry)
But, your business is already large enough

You are in an “SBIC” approved industry
(farmland, real estate and financing
businesses do not qualify for SBIC funding)
You have a mature business and strong cash
flows with expectations for high growth

to you by FedEx and
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Small to
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Businesses

SBIC

Key Facts:

Pros:

SBICs are privately managed, for-profit
investment funds providing capital in the
form of loans, equity and/or debt securities

Access to professional management
and advisory services

Different types of capital are available
Pros
through SBICs, including loans, equity
The Small Business Administration
(SBA)
and debt securities
licenses, regulates and monitors SBICs
crowdfunding in the U.S. is rewardsEntrepreneurs retain full ownership
As a part of the licensing process with SBA,
SBA or
generally provides up to $2
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ship share in return for funding, is less
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on and only became legal inthat
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may be tailored to a specific
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s a web-based platform
The average financingCons
size is over
SBICs are highly specialized and it may
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ar with “creative” businesses (e.g. design,
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This infographic was developed by ICIC and not by the U.S. Small Business Administration (SBA)
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