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Withholding CDFI funds harms the
nation’s most vulnerable communities

By Dara Duguay - CEO, Credit Builders Alliance | August 20, 2026

America’s financial lending and counseling
nonprofits are resilient but not indestructible.
Nonprofit lenders (i.e., community develop-
ment financial institutions) and financial coun-
seling organizations assist low- and moderate-in-
come individuals in communities across the
country, most of whom are excluded from main-
stream credit systems. According to the Federal
Reserve Bank of New York, nearly one in five
consumers lacks access to mainstream credit
(7.2%, or 25.1 million people) or has damaged
credit (11.1%, or 38.7 million people). Addition-
ally, populations without a credit score typically
live in rural areas and those with damaged credit
are regionally concentrated in the South.
Financial inclusion work is critical to expand-
ing access to financial services that enable home-
ownership, small-business creation and economic
mobility — all fundamental drivers of economic
growth. This work is analogous to what training
wheels are to a bike. Without them, the rider may
never succeed in learning how to balance. Simi-
larly, without nonprofits that are working to help
consumers build credit, a borrower may never
succeed in obtaining mainstream financing.
Financial institutions have been great sup-
porters of this work and they continue to be.
However, all the dollars supplied through pri-
vate philanthropy cannot match what federal
grants have contributed to this ecosystem. Un-
derstandably, when taxpayer dollars are spent, it
is important to prove results. Luckily, there are
ample studies that prove the value. For example,
the results of the Credit Builders Alliance Power
of Rent Reporting Pilot revealed that among the
affordable housing residents who were initially
unscorable, 100% became scorable at prime or
nonprime levels. Attaining a strong credit histo-
ry is a prerequisite for passing most market-rate
tenant screening requirements. Therefore, en-
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abling low-income residents to move from pub-
lic to private housing through the reporting of
their rental payments is a wise investment.

Despite the evidence of the value of these vi-
tal organizations, federal money that has been
appropriated for this work has not been released.

Credit Builders Alliance regularly surveys its
membership, which is comprised of 630 nonprof-
it financial lending and counseling organizations.
Last year’s results were dire, but this year’s re-
sults are even worse: Fifty-one percent have lost
funding compared to 30% in 2025, 43% have
reduced staff compared to 29% and 25% have
eliminated programs compared to 22%. Orga-
nizations reported they have already eliminated
programs for rental and utility assistance, foster
grandparents, homeless counseling, workforce
development and refugee services, financial
coaching and retirement benefits planning, food
vouchers, and homebuyer workshops.

More and more of these invaluable programs
will be eliminated, if the once reliable federal
funding disappears. The irony is that the de-
mand for these programs and services is height-
ened while their fiscal support is being reduced.
Removing these programs will not be without
consequence.
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Already, financially challenged populations
are turning in ever increasing numbers to high-
cost financial solutions. They are often the only
options for which they qualify. They include
earned wage access loans (money received in
advance of payday), auto title loans, high-cost
check-cashing services, and buy now/pay later
loans. Borrowing money at a high cost is exac-
erbating the problem and not alleviating it.

Conversely, homeownership counseling and
credit building services will strengthen communi-
ty development in underserved areas. It becomes
a choice between homeownership vs. eviction,
small-business formation vs. out-of-business signs
and financial stability vs. bankruptcy. On a macro-
scale, it becomes a choice between government tax
receipts increasing or the need for government so-
cial services increasing. The latter will put a strain
on the government, which will be compounded by
the reduction in nonprofits whose work comple-
ments that of the government.

Funding America’s financial lending and
counseling nonprofits is the fiscally prudent
thing to do. It will cost less than the alternative.
We must unfreeze federal funding across the
many agencies that support this work and allow
financially vulnerable Americans to prosper.
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