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Partnership aims to get seed capital 
into hands of business owners of color
BY TONY DOBROWOLSKI

The Berkshire Eagle

PITTSFIELD — When Malia Lazu joined 
Berkshire Bank as chief experience and 
culture offi cer last summer, she toured 
inner-city Boston with bank president 
and CEO Richard Marotta.

“One of  the things he said to me is, 
there’s no capital here,” Lazu said. 
“You can’t do anything without capital.

“That was a revelation for him,” she 
added. “You don’t really know it [until] 
when you see it.”

Berkshire Bank has decided to tackle 
that problem head-on. In partnership 
with The Runway Project, a similar ini-
tiative based in Oakland, Calif., Berk-
shire recently launched a program 
called the Friends & Family Fund that 
is geared toward helping entrepre-
neurs of  color gain access to the seed 
capital that they need to launch their 
own businesses in underserved com-
munities.

It is one of  the fi rst offerings under 
the bank’s new social impact strategy, 
known as the “Be First” initiative, that 
Lazu is in charge of  implementing. The 
Runway Project Oakland includes a 
collaboration of  place-based organiza-
tions working together to create a path-
way specifi cally designed to support 
African American businesses from 
early to expansion stages, according to 
the initiative’s website.

Berkshire offi cially launched the 
Friends & Family Fund in August, but 
it hasn’t reached the Berkshires yet. 
Loans have been granted to people as 
far west as Springfi eld, Lazu said, but 
the program won’t be available here 
until the bank hires a statewide direc-
tor.

“Once the state director gets on 
board, they’ll start making trips out 

there,” said Lazu, who joined Berkshire 
Bank in July and is based at the bank’s 
corporate headquarters in Boston.

The program’s purpose is to close the 
racial wealth gap that disadvantages 
minority entrepreneurs who are seek-
ing to establish businesses, according 
to Berkshire Bank. A frequent source 
of  support for budding entrepreneurs 
is funding from friends and family, but 
when that source of  funding doesn’t ex-
ist, it’s harder for those in that situation 
to gain access to capital.

Statistically, a 2014 study by the Pew 
Institute found that white families in 
America, on average, have around 
$142,000 in savings and assets, minus 
debt, compared with $11,000 for African 
American families. The starting point 
for getting a business off  the ground is 
$30,000, according to The Runway Proj-
ect. 

Although the economy has im-
proved over the past fi ve years, the 
income disparity between the richest 
and poorest American households, 
regardless of  race, is currently at its 
greatest level in 50 years, according to 
2018 data recently released by the U.S. 
Census Bureau.

“Our goal is to help fi ll that gap and 
the access to capital gap that’s in our 
communities and give all Americans 
that are sitting [in the bank’s] footprint 
a chance to start their own businesses,” 

Lazu said in a recent telephone inter-
view. “What that’s going to do is infuse 
capital into the community.

“Our ultimate goal is to see Main 
Streets come back with the people who 
live on them,” she said. “This is just 
once piece.”

The fund is fueled by a specialty, 
“Friends & Family” certifi cate of  de-
posit, that is insured and certifi ed by 
the National Credit Union Association 
and the Federal Deposit Insurance 
Corp., the regulatory agencies for cred-
it unions and banks, respectively. Loan 
applications will be reviewed through 
a community-based underwriting 
process, which Berkshire states is de-
signed to eliminate historical barriers 
like an overreliance on credit scores, 
personal collateral or historic tax and 
fi nancial reporting as an indicator of  
future success. Advisers also will be 
available to provide “holistic” business 
support and ongoing fi nancial coach-
ing to entrepreneurs while they are 
building their companies.

Although the economic dynamics 
in the Berkshires differ from those 
in inner-city Boston, an offi cial who 
helps to develop small businesses lo-
cally believes the new initiative is a 
good idea.

“Whenever we can put capital in the 
hands of  business, it’s a good thing,” 
said Keith Girouard, the director of  the 

Berkshire offi ce of  the Massachusetts 
Small Business Development Center in 
Pittsfi eld. “I applaud Berkshire Bank 
for taking the initiative and specifi cally 
addressing it.”

Speaking strictly from a business 
perspective, Girouard said access to 
capital often isn’t as diffi cult to obtain 
as is having the confi dence to ask for it.

“I don’t know if  it’s so hard; it’s more 
of  a degree of  ease,” he sad. “Banks 
sometimes can be intimidating to any-
one, so, where there’s an initiative like 
this to open arms and welcome [pro-
spective entrepreneurs] and to ease the 
apprehensiveness, that in and of  itself  
can help.”

Berkshire Bank did not make Ma-
rotta available for an interview for this 
article. But in a statement, Marotta 
said Berkshire’s strategy is to be a bank 
“of and for the community.” In July, 
Marotta joined 600 CEOs from compa-
nies nationwide in signing a pledge to 
advance diversity and inclusion in the 
workplace. More information on that 
program is available at CEOAction.
com.

“We recognize that all too often 
banks have been seen as an obstacle 
rather than a partner,” Marotta said. 
“We want to change that.

“Our new Friends & Family Fund 
will serve as a model of  how banks can 
expand access to capital in communi-
ties that have traditionally been boxed 
out of  the investments needed to help 
spark economic growth.

“We are doing our part to invest in 
communities because we know that 
banks can’t continue to grow future 
profi ts unless we help to grow wealth 
across the board.”

Tony Dobrowolski can be reached at tdobro-
wolski@berkshireeagle.com or 413-496-6224.
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and charity ap-
peals are usually 
designed to evoke
an empathetic
or sympathetic 
response by trig-

gering emotions that can be powerful.
Unsure about this? Consider the rela-
tively recent increase in the number
of television fundraising advertise-
ments for hospitals or animal rescue 
programs.

In deciding whether the appeal is 
a scam, do a little research. Where is 

likely that similar conditions apply to
neighboring states. 

Curtis noted that there are no pro-
hibitions on association or nonprofi t 
fundraising. These activities can
include “boot” coin drops by volun-
teer fi refi ghters or sophisticated letter
campaigns.

But Curtis also notes that nonprof-
its must be registered as such with the 
offi ce of  the secretary of  state. In ad-
dition, professional fundraisers must
register their campaigns and pay a fee

yes, I am a professional; the group
receives 14 percent of  the donations
collected! I contacted two groups us-
ing professional fundraisers for their 
feedback. Both were aware of  the 
limited amount of  money that would 
be received but also felt that, without
the use of  professionals, they would
face fi nancial diffi culties. Bottom
line: Some money is better than no 
money.

This leads to the question: Are
these fundraisers committing a scam?

Whether you agree, these are not

that operate in your community. A 
direct donation to the local volunteer
fi refi ghters, library, or senior center 
can provide much-needed support 
where the entire donation can be 
applied to the needs of  the group or
community.

Questions, comments, concerns? 
Contact me at egreenblott@aarp.org.

Elliott Greenblott is a retired educator and
the Vermont coordinator of the AARP Fraud
Watch Network. He produces a feature CATV
program, “Mr. Scammer,” distributed by
GNAT-TV in Sunderland, VT.

Elliot Greenblott can be reached 
at egreenblott@aarp.org.

FBI interview tricks help this fund manager see through CEO lies
BY JACKIE EDWARDS AND ADAM HAIGH

Bloomberg

Rhett Kessler took a course from 
former FBI agents on how to inter-
rogate subjects, and he’s bringing 
the “powerful” skills he learned to 
the world of  investing.

Kessler, senior fund manager of  
the $727 million Pengana Austra-
lian Equities Fund, uses the FBI’s 
interview techniques to get under 
the skin of  chief  executive offi cers, 
seeking to catch them in lies, exag-
gerations and deflections of  blame
for their actions. By gauging if  
they’re trustworthy and competent,
he decides whether to hold their
companies’ shares.

“We are like the FBI,” Kessler 
said in an interview at his offi ce in
Sydney. “We have a dossier on each
management team.”

The approach has helped deliver
steady returns for the investment
fund since its inception in 2008, 
with average net performance of  

more than 10 percent a year. In the
era of  computer-driven strategies, 
it’s one aspect of  investing where 
human judgment is still para-
mount.

Kessler, 54, likes to ask questions
to which he already knows the
answer. This tells him if  a CEO has 
a tendency to exaggerate successes
or play down failures.

“For every 10 questions we are
going to ask, we all know the an-
swers to three or four of  them,” he 
said. “Some of them will be to show
the person in a good light. Some 
of them will be to show the person
in a bad light. And we know the
answers.”

He sometimes asks what he calls 
the “A, B, C, D question.” In this, 
the fund manager has deliberately 
missed the point, leaving out one
piece of  information that’s crucial 
to understanding the situation —
something that refl ects badly on
the executive. He’s checking if  the 
interviewee will point it out.

“That’s why we call it the A, B, C, 
D question,” Kessler said. “Are they 
a volunteer of  bad information or
not?”

CEOs can be counted on to 
embellish the truth, according to
Kessler. Chief  fi nancial offi cers do 
so less often but tend to tell bigger 
lies.

“All CEOs exaggerate,” he said. 
“It’s only when it’s fi ve times that
we start to get worried. Most CFOs 
don’t, but when they do lie, they are 
whoppers.”

While the techniques will always
work for questions where the fund
manager knows the answer, they
are less foolproof when he’s genu-
inely seeking information, he said.

“We still get caught out,” he said. 
“I wish I could say that you always
knew when a person is lying.”

He estimates that the fund has a 
90 percent success rate in determin-
ing “when there is something out of  
kilter in questions where we don’t
know the answer.”

Of course, there’s more to Penga-
na’s investment technique than just
trying to catch CEOs in lies. Kessler 
says the fund is different because
it seeks to get to the essence of  a 
company’s business, rather than 
just asking rote questions about its
forecasts for capital expenditure
or future earnings. And it has a
philosophy of preserving capital 
that saw it put 50 percent of  assets 
into cash during the fi nancial crisis
of 2008.

The Pengana Australian Equi-
ties Fund has gained 10.4 percent 
per year, net of  fees, since July
2008, topping a 6.7 percent advance 
in the Australian Stock Exchange 
All Ordinaries Index, according to 
the fund’s most recent report on 
its website. Kessler says the rush 
into passive investing and quan-
titative strategies in recent years 
will “create a better environment 
for stock pickers as the herd gets 
bigger.”

Kessler’s fund counts among its

top holdings stocks such as Aris-
tocrat Leisure, which sells gaming 
machines to casinos and clubs, and
CSL Ltd., a maker of  pharmaceuti-
cal and diagnostic products derived
from human plasma. Aristocrat is 
up 45 percent this year, while CSL 
has risen 35 percent.

Currently, the fund has about 
15 percent of  assets in cash, as it’s 
wary of  deteriorating economic 
data in Australia and high stock 
valuations, said Kessler, who 
runs the fund alongside Anton du 
Preez.

Kessler, who took the course
from former FBI agents more than
13 years ago, says the techniques
are “essential” in his work but he’s
careful not to use them in his per-
sonal life. People fi nd them “quite
threatening,” he said.

“My kids have given up trying to 
lie to me, mostly,” he said. “I make 
a conscious choice not to use it in a
social setting because it’s very, very
powerful.”

INTERROGATE


