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W

h i l e n a s c e n t , local initiatives that center community decision-making through participatory models present an intriguing vision for the future
of community investing ecosystems. The Boston Ujima Fund – one of the
first democratically managed pool of funds – traces its roots back to coordination among grassroots activists and impact investors seeking to bridge
the divide between their respective work. Groups like the Boston Impact Initiative, the Boston NAACP, City Life and others recognized the significant potential for impact in equipping
the local grassroots sector with community development financing tools.1
Launched in 2018 with a $5 million capital raise targeted for 2021, the Ujima Fund empowers local residents, businesses and other stakeholders to invest in building the wealth
of their own community. Specifically, the Ujima Fund seeks to support small businesses,
as well as real estate and infrastructure projects in Boston’s working-class communities
of color. There are three tiers of noteholders within the fund’s structure, the first being
nonaccredited investors in Massachusetts who can purchase notes as low as $50 and up
to $10,000. Second tier investors, offered to accredited investors from Massachusetts and
some neighboring states, can invest between $1,000 and $250,000, and the third tier is
reserved for philanthropic investors committing at least $5,000.2
The fund is especially innovative in two ways. First, the fund itself is democratically managed. Community stakeholders outline their priorities for economic development, engage in the due diligence process with potential entrepreneur investees
directly, and make informed voting decisions on whether to allocate funds to projects
with the assistance of data collected by the staff at the Ujima Project. Additionally, a
democratically elected standards committee reviews the social and environmental impacts of the portfolio companies using 36 impact metrics chosen by the community itself.
The Ujima Fund is also particularly innovative in its employment of a unique capital
stack. Rather than relying on traditional financing structures in which those who take on
the lowest risk receive the lowest return, the Ujima Fund prioritizes securing financial
returns first for those who have invested smaller dollar amounts and purchased notes with
a shorter duration. Furthermore, the fund is structured so that the highest rates of returns
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flow to the smaller, nonaccredited investors in the first tier. In examining the capital stack,
philanthropic program related investments (PRIs) and grants for loan loss reserves would
be situated near the bottom and the smaller dollar investor assets would sit at the top. The
philosophy behind this decision is that the timeline for and relative size of returns should
be based on proportionate risk taken relative to the investor’s total assets to better enable
communities to meaningfully combat wealth inequalities, rather than perpetuating them.
In this way, the model provides a platform for individuals to invest in their local economies
to a degree that they may not have otherwise been able to previously.
Currently, the fund expects its first-tier local investors to receive average returns of
3% after three years. Second tier investors can expect 3% returns after seven years or 2%
returns after two years, and the fund is targeting 1.5% in annual returns over seven years
for the bottom tier of philanthropic investors.3
The Ujima Project also leveraged the unique assets of the surrounding area, by connecting their portfolio companies directly to procurement opportunities at large anchor
institutions, like the Boston Children’s Hospital and Northeastern University.4 A representative from the project noted that this was a high-touch, long-term process and offered that
more incentives or requirements for anchor institutions to contract with minority-owned
businesses could be an effective intervention to ensure that these businesses can adequately access financial opportunities.
While encouraging in its potential for deep impact, models like that of the Ujima Fund
are unlikely to scale in size by design. The core purpose of the fund is to provide underserved small businesses with the type of financing they need, such as a $9,000 loan for an
owner of a local wholesale grocer seeking to install a walk-in freezer, according to an example provided by a representative from the project. If the fund followed a traditional path to
scaling, it would be pressured to increase loan ticket sizes and would be unable to deliver
on its core impact goal of meeting the needs of its target population. That said, initiatives
like the Ujima Fund represent a growing trend that could create impactful outcomes for
those historically excluded from financial decision-making and investment opportunities
in their own communities.
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