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Preface

In the spirit of collaboration, the W.K.  Kellogg Foundation and The
Healthcare Forum have partnered on the development of four mod-
ules designed to support Kellogg grantees in their community-based ini-
tiatives. The modules are part of the “Sustaining Community-Based Ini-
tiatives” project which was developed to build capacity within commu-
nity based organizations.

The four modules will be delivered through a series of workshops and
will cover the following topics:

Module One

\I/
-cb-

/ I\

Module Two

Module Three

A
Module Four

Developing Community Capacity: .
designed to improve the community’s ca-
pacity for positive change by promoting
citizen participation, action and leadership.

Communicating with Policy Makers:
designed to enable community-based orga-
nizations to develop the skills and strate-
gies which allow community-based voices
to create and influence public policy.

Community and Economic Develop-
ment: designed to enhance the achieve-
ments of community-based organizations
by introducing techniques which target the
use of key economic principles.

Community Informatics: designed to en-
hance the capacity of community-based
project directors to use information in de-
cision-making and communicating the
value of their programs.

The goal of the four modules is to offer participants a variety of tools and
strategies that will support efforts to improve health and quality of life
in their communities.

Each workshop is from two to three days in length and will bring a mix
of operational, strategic and practical experience, where each partici-
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PREFACE

pant will spend time interacting, exploring and reflecting with work-
shop leaders and with each other. This manual is developed to support
the learning that takes place during the workshop. We encourage you to
read through its entirety and to openly share materials with other com-
munity leaders, but request that you acknowledge the source.

Sustaining Community-Based Initiatives
Graphic Symbolism:

The four symbols on the manual’s cover were carefully chosen to repre-
sent the four topics of the Sustaining Community-Based Initiatives mod-
ules. The symbols are a synthesis of pictorial representations from a wide
array of languages and cultures throughout history. The symbolism was
felt to accurately convey the rich fabric which makes up every commu-
nity; the individual symbols portraying the essence of grassroots issues,
and the combination of the images addressing the complex interactions
which must take place within a community in order for growth to occur
and for community-based initiatives to be self-sustaining.
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A Introduction
ealth-careH and the human-services industries have arrived at a
point at which more must be done with less. We in the non-profit
sector are increasingly being called upon to lead, expand, and

become stronger in order to pick up the slack. We must provide effective,
cost-efficient methods to address the needs of the underserved, and for
many of us this means changing how we do business.

For grassroots human-service providers this means challenge and op-
portunity. We need to assess who we are and what we contribute to soci-
ety. We have learned from the accomplishments and mistakes of our
industry’s predecessors and have witnessed the politics of human suffer-
ing. It is crucial that we now understand that dependence on private and
foundation funding may fortify our efforts today but will weaken us to-
morrow. We must begin the transition to financial independence before
we lose our fiscal security blanket.

We must harness our power as we look beyond the services we provide
toward affecting policy and promoting development that strengthens us
to better serve our constituents. It is essential that we recognize that we
are not simply social “do-gooders”  - we are viable economic and political
forces that contribute to healthy communities. Therefore, we must enter
into the transition from traditional subsidized organizations to a new
dimension; self-sufficient and market-oriented businesses.

Traditionally, we in the health-services industry are mis-
sion-driven and focused, dedicated to a philosophy of chari- If is  crucial fhaf we now
table service. We have survived (or not) on the margin, of-
ten isolated from mainstream service systems and from each

undersfand ihaf dependence

other. We do our best to provide critical, cost-effective ser- on private and foundafion

vices to consumers until the funding runs out. Tradition- fundins may forfify our
ally, too, in order to survive, we have been forced to either
find new grant sources - thus shifting program emphasis

efforfs foday buf will

to meet their guidelines - or simply close down. This pas- weaken us fomofrow.
sive approach must change.

There is power in numbers. It is time we form partnerships with our
fellow health-services partners. Until now we’ve paid little heed to our
peers, whom we often see only as competitors; to larger providers, which

MODULE 3 I Community & Economic Development 1



INTRODUCTION

we view as bureaucratic institutions that have overlooked our communi-
ties’ needs; or to government and its policies, which seem far removed
from us. This attitude needs immediate reevaluation; an era of coopera-
tion must prevail.

Effective coalitions bring strength, growth, and power to their members.
They also offer the opportunity to provide comprehensive or “seamlessn
services. This will be of increasing value as government reimbursements
are transferred to health maintenance organizations looking to do busi-
ness with providers of comprehensive services.

Another resource is at our fingertips: our allies in the private sector. We
should request that they assist us beyond their annual contributions.
They can help with contacts, skills, and resources they use every day, for
example.

Above all, and for the good of our constituency, we need to tighten our
operations, function competitively, and turn our eyes to the bottom line
- all without losing sight of our mission,

The objectives of this module are addressed in six chapters that examine
the following topics:

The Chapters of This Module

CHAPTER ONE: SHIFTING OUR OUTLOOK

This chapter is written to help community-based organizations assess
the steps necessary to begin the transition from an orientation toward
subsidized services one of economic development. You will learn how to
position yourself to move away from grant support and take advantage
of changing opportunities by developing more comprehensive services
and strategies to become self-sustaining.

CHAPTER Two: Mapping Community Capacity
This chapter outlines a methodology that allows community-based orga-
nizations to look at the community as an asset, whose core human, social
and economic resources should be actively nurtured, developed and con-
tinuously renewed. By developing a capacity inventory organizations and
communities are able to capture and utilize the rich mixture of skills, abili-
ties and talents available to them to build communities and partnerships.

2 MODULE 3 n Community B  Economic Development



I I N T R O D U C T I O N

CHAPTER THREE: AGESSING YOUR ORGANIZATION’S
CAPACITY FOR  ENTREPRENEURSHIP

This chapter is designed to enable you to evaluate your organization’s
capacity for change from dependence on traditional funding sources and
operations to a more active orientation toward entrepreneurial activi-
ties This chapter will provide strategies that assess and enhance orga-
nizational change and explore the basic principles that will ensure mar-
ketplace success.

CHAPTER Four: IDENTIFYING SERVICE
VENTURE OPPORTUNITIES

This chapter is written to help you evaluate opportunities for entrepre-
neurial activity though a business like examination of the services you
provide, the markets in which you sell them, and the demographic char-
acteristics of potential clients. The chapter will explore a variety of ideas
that have been identified as entrepreneurial opportunities within the
human service field.

CHAPTER FIVE: THE BUSINESS PLAN

This chapter will help you to develop and write a business plan, essen-
tial to documenting in detail your strategy for increased entrepreneurial
activity. A business plan clarifies and solidifies your aims by examining
all aspects of the changes your organization may make. This includes
revisiting the mission of the organization and further analyzing the popu-
lation (or customer base) in the community (market area), learning what
opportunities exist for program (product or service> delivery, and deter-
mining what fees or sources of revenue (income) are available to pay for
services.

CHAPTER SIX: OPEFUTING  YOUR BUSINESS

This chapter will give you guidelines for restructuring your organization
along entrepreneurial lines by redefining traditional management roles
and by gathering and using marketing and financial information more
efficiently.

CHAPTER Seven: FUNNING FOR THE FUTURE:  MANAGED CARE

This chapter focuses on the impact managed care will have on the health
care funding and delivery system and what it means for community based
organizations. The chapter outlines what community-based organizations
can expect for the future, and what they should be doing now to prepare
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INTRODUCTION

for managed care, The chapter offers strategies for community-based
organizations determined not just to survive, but to prevail.

This manual, Community & Economic Development, is developed with
support from the Kellogg Foundation to encourage grassroots, commu-
r&y-based  providers to assess and capitalize on their value to the economy.
It is not prescriptive, but rather aims to broaden the outlook of human-
service providers by introducing approaches and techniques that encom-
pass key economic principles. It presents a market-oriented approach
that views human services as economic investments in people and places
- services that are economic ventures,

This workbook will help you:

m prepare your organization to operate competitively;

I assess your prospects;

I create and implement innovative approaches to service delivery;
n market your services;

m operate as a business; and

B identify other organizations and support groups from whom
you can learn.

Introduction:

Written by: Nancy Stutts, Consultant, Christian Children’s Fund,
2821 Emerywood Parkway, Richmond, VA 23294 (804) 756-2703

ContributingAuthors:Anne Cassidy and SusannaTrasolini, Ph.D.,
The Healthcare Forum, 425 Market Street, 16th Floor, San Fran-
cisco, CA 94105 (415)  356-4300
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A Shifting Our Outlook
Purpose
This chapter is designed to help community-based organizations assess
the steps necessary to begin the transition from an orientation toward
subsidized services to one of economic development.

Learning Objectives
You will:

n identify what services work, both socially and economically, and
establish achievable priorities consistent with your other goals;

I understand the importance of developing strategic business
plans;

n outline how to position yourself to move away from grant sup-
port and take advantage of changing opportunities;

n learn to assess your impact and cost-effectiveness, then com-
municate this information to emphasize your strengths in a
competitive marketplace; and

n recognize how to form a service venture that uses available
funding in developmental strategies to become self-sustaining.

Overview
Human-services organizations need to develop the skills to turn an in-
creasingly competitive fiscal environment to their advantage. Among the
most practical ways to achieve this is by redesigning programs to inter-
act with private-sector funding sources in a developmental capacity Or-
ganizations must wean themselves from traditional public- and private-
sector funding as those sources dry up, and take aggressive action to
improve their own positions while benefiting their communities.

Human services have become a massive industry, the largest and fast-
est-growing sector of the US. economy. Opportunities burgeon as our
demographics and needs shift. Consider:

n our growing elderly population;
I the increasing number of children, especially minority children,

living in poverty;
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CHAPTER 1 n Shifting Our Outlook
-

. ..we  need to

understand that

what we offer

fits the definition

of a business -

‘ixtivity  associ-

ated with sup-

plying and

distributing

commodities, ”

n changes in family structure, lifestyles, and values;

m the growing gap between rich and poor;

n widespread societal problems like substance abuse and teen
pregnancy;

n shortfalls in education and employment opportunity

With all this demand, human services are big business-non-profit child
care alone generates more than $4 billion in the U.S. each year. Accord-
ing to the Neu)  York Times (Oct. 1,1995), the top three biggest predicted
job gains are home health aides (plus 138 percent); human-services work-
ers (plus 136 percent); and personal and home-care aides (plus 130
percent).

So why are most non-profit human-service providers struggling to pay
the light bills? Because we are two industries simultaneously perform-
ing the same function. One is a business, the other a charity.

To view human services from an economic perspective we need to under-
stand that what we offer fits the definition of a business - “activity
associated with supplying and distributing commodities.” Our work sup-
ports our communities’ economic well-being. We use and expand capital,
employ millions of workers, and create services and products.

6 MODULE 3 n Community 8 Economic Development



CHAPTER 1 n Shifting Our Outlook

Where We Are If  is fime to view
human services

Today’s human services have evolved from informal, good-hearted efforts
to help dependent people into a stratified system of social interventions.

wifhin  a frame

They are organized and delivered according to socially defined criteria of WW~ Of famib’
who deserves what. What one deserves is largely evaluated from the
perspective of the middle-class work ethic.

and communify

developmen!.
An elderly couple receiving Social Security income is generally seen as
more deserving than a teenage mother on welfare. The elderly couple is
likely to receive comprehensive and costly health care, income support,
and better-financed social services. Our culture does not value an in-
vestment in that mother and child, who are likely to receive subsistence-
based public-assistance services and community-based health and so-
cial services.

Community-based service providers primarily serve those viewed as “un-
deserving.” We are dependent on the charity of others to provide minimal
support and assistance while struggling to exist as organizations ourselves.

This disparate system of services is bankrupt. Human services are vital
to society. They not only ensure humane treatment for those unable to
support themselves, but allow us to assist them in meeting the changing
demands of society and the work place.

Where We Need to Be
We must identify what services work socially and economically, and es-
tablish priorities that are both achievable and consistent with other goals
and trends. The child of a public-welfare recipient, the single mother,
and the underemployed worker all need to be viewed not as liabilities
but as potential assets that warrant investment.

It is time to view human services within a framework of family and com-
munity development, This approach is not intended to convert non-profit
to for-profit organizations or to encourage them to undertake new ser-
vice activities. Rather, it requires that we apply business principles to
what we currently do as a way to allow us to make the transition from
subsidized services to economic-development tools.

This is not a simple shift in strategy but an embrace of change by your
board, staff, and community. For this to yield opportunity, you must:

MODULE 3 n Community & Economic Development 7



CHAPTER 1 n Shifting Our Outlook

develop strategic business plans rather than proposal work
plans to define and guide your efforts;

position your services to be eligible for voucher, fee-for-service,
and third-party reimbursements rather than rely on grant sup-
port. This will require involvement in policy dialogue to broaden
these definitions to include preventive interventions that re-
duce the need for institutional services;

contract with government, larger non-profit, and for-profit or-
ganizations for your services. As downsizing has meant oppor-
tunity to emerging small businesses in the private sector, it can
offer similar opportunities in the public sector to entrepreneur-
ial non-profits able to handle functions previously operated by
state and local governments and institutional providers;

contribute to the overall development and well-being of your
community by creating jobs and career-advancement opportu-
nities for local residents and encouraging consumers to become
producers;

develop comprehensive, holistic services that focus on healthy
outcomes both within your organization and through network-
ing with other providers and organizations;

recognize that you are an asset, not a liability, and advocate
your important role in leading individuals and communities
away from dependence and toward economic viability and
growth;

establish criteria to assess quantitatively your impact and cost
effectiveness and disseminate this information through adver-
tising, public relations, advocacy, and new policy development;

prove that you, as a community-based provider, are more ac-
cessible to consumers than your competition. Building on our
location advantages, loyalty, and responsiveness to needy popu-
lations will be critical to prospering in an increasingly com-
petitive marketplace.

8 MODULE 3 w Community 8 Economic Development



CHAPTER 1 n Shiftina Our Outlook

Services Are Investments

Human suffering is the most basic measure of need, Human “capital” -
investment in people through rehabilitation, education, and training -
is the most readily available resource to address it. This simple connec-
tion between people is the foundation for community-based human ser-
vice efforts.

We have made much progress in our understanding of the relationship
between physical capital (i.e., roads, bridges, and sewage systems) and
human capital (Le., education, training and child care). Yet our system of
human services still favors those whose future productivity is limited by
age (the elderly) or disability (the mentally or physically impaired) rather
than investing in those who can be productive (e.g., families on welfare).
As a result, human services are generally perceived as care and mainte-
nance rather than as contributions to development.

Services Boost Economic Development

For human services to be both restorative interventions and investments
in human capital contributing directly to development, dependent people
must be trained and employed to provide these services. This realization
is fundamental to a development-oriented service strategy and suggests
major changes in the way services are viewed in the development process.

The development-oriented service model views services broadly, as di-
rect contributors to and integral components of economic development.
The concept of investment runs counter to the pervasive view that hu-
man services are treatments, delivered through categorical programs
defined by professional organizations.

Viewing services as investments in human capital requires that you:

n define clients and those who fund your operations as custom-
ers who hold us, you as the provider, accountable;

n invest in building the skills and capacities of service consum-
ers and the communities where they reside;

n emphasize business-planning skills rather than proposal-writ-
ing skills. Business-planning skills are essential to this pro-
cess and include assessing markets (customers, demographics,

The develop-

ment-oriented

service model

views services

broadly, as

direct contribu-

tors to and

integral compo-

nents of

economic

development.
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CHAPTER 1 n Shiftina Our Outlook

and competition); identifying operational needs (capital require-
ments, supporting networks, and regulatory and licensing re-
quirements); developing management goals (quality control,
accountability, and expense management); and determining
measurements of success (results quantified and accurately de-
termined on a cost/benefit basis).

Measuring Success

Service organizations can no longer base success on an ability to beg and
borrow their way to meeting a budget. Grants from the government or
the private sector should be viewed as “investment capital” in long-term
efforts that can be sustained by the contracts, vouchers, and third-party
reimbursements that are becoming the norm in service delivery.

To achieve this, service delivery must focus on human development in an
economically viable way, It is not fair to offer families a health-prevention
program for three years and then close it down. It is not fair to build a day
care center without knowing how services will be offered or supported.

The development-oriented services approach can be considered success-
ful if you:

n provide health and human services through ventures that are
community-based, and, as much as possible, train and employ
local residents;

n utilize public and philanthropic funds as investments in health
and social services at the neighborhood and community levels.
This will establish accountability, reinforce community owner-
ship and allow the retention and recycling of these funds to
rebuild distressed communities;

n convert welfare and social insurance payments (such as Aid to
Families with Dependent Children [AFDC] and unemployment
insurance) to salaries of venture staff by training employable
welfare recipients for jobs and careers in health care, child care,
and other human services;

B emphasize services that prevent dependency or support the de-
pendent in realizing their potential;

10 MODULE 3 w Community 8 Economic Development



CHAPTER 1 I Shifting Our Outlook

I involve local voluntary neighborhood organizations as owners
or operators of service ventures. You will need to provide ad-
ministrative services, broker expertise, contract management
and coordination with lending institutions;

n assess your success on a financial as well as social basis.

Building a Self-Sustaining Organization

Current efforts to substantially change federal and state social-services
policies could offer a real opportunity to redefine the role of services as
effective tools for development. Over the next five to ten years you can
expect:

n the federal government’s responsibility to health, welfare, edu-
cation, and training to be transferred further to the states;

n related service programs to be consolidated into new block
grants (as of June 1994, there were 70 federal programs for
health services, 93 for child development, and more than 100
for education services);

n a reduction in regulatory constraints, more treatment flexibil-
ity, and the opportunity to address the needs of our consumers
in holistic, nontraditional and comprehensive ways;

n an increased emphasis on vouchers, performance contracting,
and third-party reimbursement programs to fund service
delivery;

I increased competition among service providers;

n an investment approach that offers choices to consumers and
program outcomes that encourage good health, productivity,
and independence.

MODULE 3 n Community &  Economic Development 11
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Flexible, locally
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CASESTUDY

Expanding Your Impact

Flexible, locally controlled funding can promote innovation and oppor-
tunities to reconstruct human services as vital components of individual
and community development. For example, to form a service venture,
state health funds could be linked with education and training funds,
public-assistance subsidies, foundation grants, and corporate donations.
In turn, the venture could use federal incentives for employing public-
assistance recipients, housing subsidies, and development loans to start
service enterprises. Revenue generated through contracts with govern-
ment programs and private fees could be used to repay initial loans,
eventually making the venture self-sustaining.

By viewing service delivery as a development strategy, you shift your
role from that of a social safety net to a ladder that moves people in need
to productive participation in society.

A good example of non-profit group that has succeeded as an “entrepre-
neur”is Bethel New Life, a community development organization located
in West Garfield Park, a neighborhood in Chicago’s west side. To provide
an example, Bethel’s Senior Services program’s startup experience is
highlighted here and throughout the following chapters.

’Bethel New Life: An Overview

Founded in 1979 with roots in a church-based volunteer organization,
Bethel New Life’s original focus was the development of affordable hous-
ing for community residents. Bethel’s leadership soon realized that even
“affordable” housing was not affordable to people without jobs, and that
individuals’ ability to obtain and keep a job required, among other things,
job training and access to health care. Out of this perspective, Bethel
developed a holistic approach, concentrating on building a healthy com-
munity through housing development, job training, and local job creation,

When Bethel began looking for ways to create and support local jobs, it
sought opportunities to develop activities and enterprises that met com-
munity needs while building on the existing skills and experience of
neighborhood residents. In researching opportunities in health care,
Bethel saw the growing number of senior citizens in West Garfield Park
and surrounding communities, many of whom lived alone or with fami-
lies who were reluctant to send them to nursing homes. Census and de-
mographic data clearly indicated that the ‘g-raying” of the area’s popula-
tion would continue and that care needs would continue to increase.

12 MODULE 3 n Community 8 Economic Development



CHAPTER 1 l Shifting Our Outlook

Bethel recognized multiple community opportunities in this area. First,
seniors in the community clearly had physical needs for health care in
their homes and housekeeping assistance. Second, enabling older resi-
dents to stay in their homes allowed them to remain or become part of
the fabric of the community - both as part of their families and as neigh-
bors and participants in community activities and networks, Third, Bethel
found through its other social-service and community activities that many
community residents who needed jobs, especially women, already were
“caretakers” looking after older family members or others. Developing
caretaking services would build on the existing capacities and experi-
ence of people in the community.

Finally, development of home health-care services also brought broader
economic benefits. Avoiding the high cost of nursing-home care meant
reducing the public costs for Medicaid.

Bethel had begun a housekeeping and meal service for low-income se-
nior citizens in West Garfield Park in the early 1980s. In 1983, this analy-
sis of health-care and job needs led Bethel to look for ways to expand into
a more comprehensive, self-supporting enterprise encompassing both
housekeeping and home health-care services.

At that time, the state of Illinois was under a court order to develop less-
restrictive alternatives to nursing-home care for the frail elderly. The
state had been sued for reimbursing only residential nursing home care
while excluding home care, This practice was both extremely expensive
and a restriction of choice in health care. In addition, residential care
was unavailable in many low-income communities, The state recognized
that home care would allow the frail elderly to remain in their homes
and communities while costing a fraction of residential care. In conse-
quence, the Illinois Department of Aging issued requests for proposals
for the provision of home-care services.

Bethel responded to this opportunity by bidding for the contract for the
west side of Chicago. A state contract would allow Bethel to expand its
housekeeping and in-home services and create jobs for local residents.
To obtain the contract, Bethel had to underbid several larger, well-estab-
lished health-care providers. Bethel’s leaders did this knowing they could
experience deficits in the program’s early years as they built up their
program from scratch. The organization agreed, however, that this fi-
nancial loss would be more than offset by the benefit of increased local
employment.
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CHAPTER 1 n Shifting Our Outlook

Bethel was able to initiate the Senior Services program with little initial
investment, as the program’s primary cost was labor, The agency did,
however, need significant cash-flow financing to cover delays in contract
payments from the state. Entry-level workers did not require extensive
training. Although wages for home health-care workers were low, Bethel
saw this as a good entry-level job with possibilities for advancement,
and began building in additional layers of training for jobs requiring
higher skills.

Although the program did experience a deficit in its first year, Bethel
was able to make this program self-sustaining within the first two years.
In addition, Bethel successfully lobbied the state to move to a fixed pay-
ment per hour of service, rather than a contract bidding process, putting
them on an equal footing with larger, for-profit health-care providers.

Bethel has since expanded its Senior Services to include an adult day-
care program that occupies 7,000 square feet in a senior-citizen housing
developed by Bethel. Bethel is currently developing an additional 125
units of senior housing in a former hospital building. Senior Services
has become one of Bethel’s most successful endeavors. In 1994, the pro-
gram employed over 300 people; it cared for more than 750 seniors weekly
in their homes, and 60 in the adult day-care center. In addition, it now
provides certified nurses-aide training for more than 60 people each year,
many of whom are Bethel employees, and places them in Bethel’s own
programs or other area jobs.

In establishing and expanding Senior Services, Bethel New Life chose to
move into a highly competitive field with substantial operational and
management challenges. The organization’s drive to do this came both
from the needs of the elderly in the community and the potential for job
training and employment.

Bethel’s Senior Services program’s start-up is highlighted through ex-
amples throughout this workbook.
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The human-services industry is the fastest-growing sec-
tor of our economy.

Human-services provision fits the definition of a business
- “activity associated with supplying and distributing
commodities.”

Human services need to be viewed as investments in people
rather than as care and maintenance. They have the power
to transform consumers (e.g., welfare recipients) into
producers.

The development-oriented services model requires that de-
pendent people be trained and employed to provide
services.

.

To thrive in a shifting political and competitive environ-
ment, non-profit providers will need to view themselves
as businesses. Their contributors and consumers are cus-
tomers to whom they are accountable.
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AMapping Community
Capacity

Purpose
This chapter is designed to help community-based organizations look at
community resource mapping as an important methodology for 1)  build-
ing community, 2) understanding community strengths and assets, and
3) sustaining economic viability. This chapter questions the basic premise
upon which we provide services to beneficiaries; need vs. asset based.
The chapter outlines a different way of looking at the community that
not only embraces the principles of community building but has strong
economic implications as well.

Learning Objectives:
You will:

n Learn how to identify and utilize community building resources
within your own organization or community.

I Recognize the difference between a traditional needs-oriented
solution and a capacity-focused alternative.

n Learn how to develop an inventory of capacities utilizing both
the abilities of individuals and the assets of a community.

I Learn how to identify existing community-building relation-
ships that can enhance your economic viability

Overview
Human service and health care agencies across the country have em-
braced a mission to assess and improve the health status of communities
they serve. The issue of sustainability is critical to the success of all com-
munity health initiatives. Many organizations begin partnerships and
programs without the benefit of the structural, operational and relational
mechanisms to build the necessary capacity to support the effort over
time. Rather than being viewed simply as projects to complete in the
short term, community health initiatives should be viewed as long-term,
ongoing efforts - whose core human, social and economic resources
should be actively nurtured and continuously renewed as a community
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asset. Without a long-term, sustaining focus, community health improve-
ment efforts may not achieve all they set out to do.

Many beneficiaries of the health services being provided are identified
as being needy and deficient. Any community can be disabled by a sys-
tem that imposes a culture of need and deficiency. The way in which we
view how power and resources are allocated will affirm our views on how
services are provided. Viewing individuals and communities as having
capacities and assets that can be nurtured, developed and capitalized
upon, can revolutionize how you operate within the community.

Background

No one can doubt that our older cities these days are deeply troubled
places. At the root of the problem are the massive economic shifts that
have marked the last two decades. Hundreds of thousands of industrial
jobs have either disappeared or moved away from the central city and its
neighborhoods. And while many downtown areas have experienced a
“renaissance,” the jobs created there are different from those that once
sus ta ined  ne ighborhoods .  E i the r  these  new jobs  a re  h igh ly
professionalized, and require elaborate education and credentials for
entry, or they are routine, low paying service jobs without much of a
future. In effect, these shifts in the economy, and particularly the re-
moval of decent employment possibilities from low-income neighborhoods,
have removed the bottom rung from the fabled American “ladder of op-
portunity.” For many people in older city neighborhoods, new approaches
to rebuilding their lives and communities, new openings toward oppor-
tunity, are a vital necessity

Traditional Needs-Oriented Solutions

Given the desperate situation, it is no surprise that most Americans think
about lower income urban neighborhoods as problems. They are noted
for their deficiencies and needs. This view is accepted by most elected
officials who codify and program this perspective through deficiency-ori-
ented polities and programs. Then, human service systems - often sup-
ported by foundations and universities - translate the programs into
local activities that teach people the nature of their problems, and the
value of services as the answer to their problems. As a result, many low-
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income urban neighborhoods are now environments of service where
behaviors are affected because residents come to believe that their well-
being depends upon being a client. They see themselves as people with
special needs to be met by outsiders. And gradually, they become mainly
consumers of services with no incentive to be producers, Consumers of
services focus vast amounts of creativity and intelligence on the sur-
vival-motivated challenge of outwitting the “system,” or on finding ways
- in the informal or even illegal economy - to bypass the system en-
tirely. There is nothing “natural” about this process. Indeed, it is the
predictable course of events when deficiency and needs-oriented programs
come to dominate the lives of neighborhoods where low-income people
reside.

The Capacity-F’ocused Alternative

The alternative is to develop policies and activities based on the capaci-
ties, skill, and assets of low-income people and their neighborhoods, There
are two reasons for this capacity-oriented emphasis. First, all the his-
toric evidence indicates that significant community development only
takes place when local community people are committed to investing
themselves and their resources in the effort. This is why you can’t de-
velop communities from the top down, or from the outside in. You can,
however, provide valuable outside assistance to communities that are
actively developing their own assets.

The second reason for emphasizing the development of the internal as-
sets of local urban neighborhoods is that there is very little prospect that
large-scale industrial or service corporations will be locating in these
neighborhoods. Nor is it likely, in spite of a prospective”Peace Dividend,”
that significant new inputs of federal money will be forthcoming soon.
Therefore, it is increasingly futile to wait for significant help to arrive
from outside the community. The hard truth is that development must
start from within the community and, in most of our urban neighbor-
hoods, there is no other choice.

Unfortunately, the dominance of the deficiency-oriented social service
model has led many people in low-income neighborhoods to think in terms
of local needs rather than assets. These needs are often identified, quan-
tified, and mapped by conducting “needs surveys.” The result is a map of
the neighborhood’s illiteracy, teenage pregnancy, criminal activity, drug
use, etc.
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The process of

identifyin

capacities and

assets, both

individual and

organizational, is

the first step on

the path toward

community

regeneration.

But in neighborhoods where there are effective community development
efforts, there is also a map of the community’s assets, capacities, and
abilities. For it is clear that even the poorest city neighborhood is a place
where individuals and organizations represent resources upon which to
rebuild. The key to neighborhood regeneration is not only to build upon
those resources which the community already controls, but to harness
those that are not yet available for local development purposes.

The process of identifying capacities and assets, both individual and orga-
nizational, is the first step on the path toward community regeneration.
Once this new “map” has replaced the one containing needs and deficien-
cies, the regenerating community can begin to assemble its assets and
capacities into new combinations, new structures of opportunity, new
sources of income and control, and new possibilities for production.

Mapping the Building Blocks
for Regeneration
It is useful to begin by recognizing that not all community assets are
equally available for community-building purposes. Some are more ac-
cessible than others. The most easily accessible assets, or building blocks,
are those that are located in the neighborhood and controlled by those
who live in the neighborhood. The next most accessible are those assets
that are located in the neighborhood but controlled elsewhere. The least
accessible are those potential building blocks located outside the neigh-
borhood and controlled by those outside the neighborhood.

Therefore, you must “map” community assets based upon the accessibil-
ity of assets to local people. We turn now to a more detailed discussion of
each of these clusters of building blocks.

&.  PRIMARY  BUILDING  BLOCKS: Assets and Capabilities Inside the
Neighborhood Largely Under
Neighborhood Control

This cluster of capacities includes those that are most readily available
for neighborhood regeneration, They fall into two general categories: the
assets and capacities of individuals and those of organizations or asso-
ciations. The first step in capturing any of these resources is to assess
them, which often involves making an inventory.

20 MODULE 3 I Community &  Economic Development



Individual Capacities

CHAPTER 2 m  Mapping Community Capacity

Our greatest assets are our people. But people in low-income neighbor- assels  are WI
hoods are seldom regarded as “assets.” Instead, they are usually seen as
needy and deficient, suited best for life as clients and recipients of ser-

people

vices. Therefore, they are often subjected to systematic and repeated in-
ventories of their deficiencies with a device called a “needs survey.”

The starting point for any serious development effort is the opposite of
an accounting of deficiencies. Instead there must be an opportunity for
individuals to use their own abilities to produce. Identifying the variety
and richness of skills, talents, knowledge, and experience of people in
low-income neighborhoods provides a base upon which to build new ap-
proaches and enterprises.

To assist in identifying the skills and abilities of individuals, an inven-
tory of capacities can be developed - a simple survey designed to iden-
tify the multitude of abilities within each individual, Neighborhood resi-
dents have used the “Capacity Inventory” to identify the talents avail-
able to start new enterprises, people have begun a new association of
home health care providers and a catering business. Public housing in a
number of cities have formed local corporations to take over the manage-
ment of their developments, They immediately needed to identify the
skills and abilities of neighbors in order to be effective. The “Capacity
Inventory” provided the necessary information allowing people to be-
come producers rather than problems.

Persona2 income. Another vital asset of individuals is their income. It
is generally assumed that low-income neighborhoods are poor markets.
However, some studies suggest that there is much more income per capita
than is assumed. Nonetheless, it is often used in ways that do not sup-
port local economic development. Therefore, effective local development
groups can inventory the income, savings, and expenditure patterns in
their neighborhoods, This information is basic to understanding the neigh-
borhood economy and developing new approaches to capturing local
wealth for local development.

The &fts of ZabeZed people. There is a rich potential waiting to be iden-
tified and contributed by even the most marginalized individuals. Hu-
man service systems have labeled these people “retarded, mentally ill,
disabled, elderly, etc.” They are likely to become dependents of service
systems, excluded from community life, and considered as burdens rather
than assets to community life.
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In the last five years, there have been a growing number of unique com-
munity efforts to incorporate “labeled” people into local organizations,
enterprises, and community associations. Their gifts and abilities are
identified and introduced to groups who value these contributions. The
results have been amazing demonstrations as the “underdeveloped” hos-
pitality of neighborhood people has been rediscovered and gifts, contri-
butions, and capacities of even the most disabled people are revealed.

Individual local business, The shops, stores, and businesses that sur-
vive in low-income neighborhoods - especially those smaller enterprises
owned and operated by individual local residents - are often more than
economic ventures. They are usually centers for community life as well.
Any comprehensive approach to community regeneration will inventory
these enterprises and incorporate the energies and resources of these
entrepreneurs into neighborhood development processes. The experience
and insight of these individual entrepreneurs might also be shared with
local not-for-profit groups and with students.

Home-based enterprises. It is fairly simple to inventory the shops,
stores, and businesses in low-income neighborhoods, However, as neigh-
borhoods become lower income, there is often an increase in informal
and home-based enterprise. Local development groups have begun to
make an effort to understand the nature of these individual entrepre-
neurs and their enterprises. After gathering information about and from
them, development groups can identify the factors that initiate such
enterprises, and the additional capital or technical assistance that could
increase their profits and the number of people they support.

Associational and Organizational Capacities

Beyond individual capacities are a wide range of local resident-controlled
associations and organizations, Here is an initial inventory.

Citizens associations. In addition to businesses and enterprises, low-
income communities have a variety of clubs and associations that do
vital work in assuring productive neighborhoods, These groups might
include service clubs, fraternal organizations, women’s organizations,
artistic groups, and athletic clubs, They are infrastructure of working
neighborhoods. Those involved in the community-building process can
inventory the variety of these groups in their neighborhoods, the unique
community activities they support, and their potential to take on a broader
set of responsibilities. Then these groups can become a part of the local
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asset development process. Or they may affiliate in other ways (e.g., by
creating a congress of neighborhood associations).

Associations of businesses. In many older neighborhoods, local busi-
ness people are not organized. Where they are organized, they are not
informed about effective joint partnerships in neighborhood economic
development. Connecting local businesses with each other and expand-
ing their vision or their self-interest in community development is a major
effort of effective community-building activities

FinanciaZ  institutions. Relatively few older neighborhoods have a com-
munity-orientated financial institution, such as a bank, savings institu-
tion, or credit union. But where they do exist, they are invaluable assets.
One ambitious and successful example of a locally-controlled financial
institution is the South Shore Bank in Chicago. The Bank has been a
continuing experiment in how to capture local savings and convert them
to local residential and commercial development. A related effort in
Bangladesh, called the Gameen  Bank, is a successful experiment in very
small capitalization for small community enterprises. Similar experiments
are taking place in the United States involving credit unions. All of these
inventions are new tools to capture local wealth for local development.
Their presence or potential is a central resource for the future of a devel-
oping community.

CuLturaL organizations. People in low income neighborhoods are in-
creasingly giving public expression to their rich cultural inheritance.
Celebrating the history of the neighborhood, and the peoples who have
gathered there, is central to forming a community identity and counter-
ing the negative images that originate outside the community. Neigh-
borhood history fairs, celebrative block and neighborhood parties featur-
ing the foods, music, dancing, and games of diverse peoples; cross-cul-
tural discussions and classes; oral history projects, theatrical produc-
tions based on oral histories - all these hold great potential for building
strong relationships among residents and for regaining definitional con-
trol of the community. In many neighborhoods, local artists are central
to the creation of these expressions.

Communications organizations. Strong neighborhoods rely heavily
on their capacity to exchange information and engage in discussions.
Neighborhood newspapers, particularly those controlled by local resi-
dents, are invaluable public forums. So too are less comprehensive me-
dia such as newsletters, fliers, even bulletin boards. In addition both
local access cable TV and local radio hold promise as vehicles relevant to
community building.

MODULE 3 n Community 8 Economic Development 23



CHAPTER 2 n Mapping Community Capacity -

Religious organizations. Finally, any list of organizational assets in
communities would be woefully incomplete without the local expressions
of religious life. Local parishes, congregations, and temples have involved
themselves increasingly in the community-building agenda, sometimes
through community organizations or community development groups,
sometimes simply building on the strengths of their own movements and
networks. In fact, the ability of local religious institutions to call upon
related external organizations for support and resources constitutes a
very important asset.

Summary

In summary, then, the primary building blocks include those community
assets that are most readily available for rebuilding the neighborhood.
These involve both individual and organizational strengths. Our initial
list includes:

Individual Assets Organizational Assets
Skills, talents, and experience of residents Associations of businesses

Individual businesses Citizens associations

Home-based enterprises Cultural organizations

Personal income Communications organizations

Gifts of labeled people Religious organizations

g S ECONDARY  B UILDING B LOCKS: Assets Located within the Com-
munity but Largely Controlled
by Outsiders

Though a good many individuals and associational capacities are already
within the control of the people who live in the neighborhood, others,
though physically a part of the community, are directed and controlled
from outside. To capture these assets for community-building purposes,
neighborhood actors will not only conduct inventories by will construct
strategies designed to enhance the regenerative uses of these assets. The
examples which follow fall into three categories: private and not-for-profit
organizations; public institutions and services; and other physical
resources.
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Private and Non-Profit Organizations

Institutions of higher education. Private and public junior colleges,
colleges, and universities, remain in, or adjacent to, many older urban
neighborhoods, However, they are often quite detached from the local
community. Community building groups are creating new experiments
with partnerships in community development between local institutions
of higher education and those who are mobilizing community capacities.

Hospitak  Next to public schools, hospitals are the most prevalent ma-
jor institution remaining in many older neighborhoods. They are a tre-
mendous reserve of assets and resources to support initiatives in com-
munity enterprise. In a few cases, hospitals have created innovative lo-
cal partnerships. Creative development groups are exploring the nature
of the development assets controlled by their local hospitals.

SociaZ  service agencies, Though often dedicated to the delivery of indi-
vidual service to the clients - an activity that does not necessarily con-
tribute to community building - local social service agencies do have
the potential to introduce capacity-oriented strategies to their programs.
Many, in fact, have begun to see economic development and job creation
as appropriate activities, while others have entered into networks and
partnerships with community organizations and neighborhood develop-
ment groups for community-building purposes

Public Institutions and Services

Of the range of public institutions and services that exist in low-income
communities, a few deserve to be highlighted for their community-build-
ing potential.

PubZic  schools, Big city schools have often become so separate from
local community initiatives that they are a liability rather than asset.
The Carnegie Commission on Public Education has said that the pri-
mary educational failing of the local public school is its separation from
the work and life of the community. Therefore, localities need to teach
their schools how to improve their educational function by connecting
themselves to community development efforts. As an integral part of com-
munity life, rather than an institution set apart, the local public school
can begin to function as a set of economic and human resources aimed at
regenerating the community.
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PoZice.  As with other local institutions, the police need to participate in
the neighborhood revitalization enterprise. Much of the hesitance about
new investment of all kinds relates to issues of security. Therefore, local
police officials should be asked to join the asset development team acting
as advisors and resources to development projects. In a number of in-
stances, responsive police departments have joined with local commu-
nity organizations and other groups to devise and carry out joint safety
and anti-crime strategies.

Fire departments. In both small towns and large cities, the local fire
department boasts a tradition of consistent interaction with the commu-
nity. Because of the sporadic nature of their important work, firefighters
are often available for a variety of activities in the neighborhood. Re-
trieving and building upon that tradition is an important strategy for
community building.

Libraries. Many older neighborhoods contain branches of the public li-
brary, often under funded and under-used. Considered not only as a re-
pository for books and periodicals, but also as the center of a
neighborhood’s flow of information, the library becomes a potentially
critical participant in community regeneration, For example, neighbor-
hoods which choose to enter into a community planning process will need
localized information on which to base their deliberations. The avail-
ability of library-based personal computers can enhance access to a vari-
ety of relevant data bases. The library can also provide space for commu-
nity meetings and initiate community history and cultural projects.

Parks. In many low-income communities, the local parks have fallen
into disrepair and are often considered uninviting and even dangerous.
But when local citizens organize themselves to reclaim these areas, they
can be restored no only physically, but functional, As symbols of commu-
nity accomplishment, they can become sources of pride and centers for
important informal relationship building, Often, groups of existing asso-
ciations will take joint responsibility for renewing and maintaining a
local park.

Physical Resources

Besides the private and public institutions in the neighborhood, a variety
of physical assets are available. In fact, many of the most visible “prob-
lems” of low-income neighborhoods, when looked at from as asset-centered
perspective, become opportunities instead. A few examples follow.
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Vacant land, vacant commercial and industrial structures, vacant
housing. Most older urban neighborhoods are thought to be “blighted”
with vacant lots, empty sites of old industry and unused industrial and
commercial buildings. However, in some U.S. cities, local groups have
creative and productive methods to regenerate the usefulness of both
the land and the buildings. They identify potential new uses, create tools
to inventory and plan for local reuses, and organize the redevelopment
process, Similarly, abandoned housing structures are often structurally
sound enough to be candidates for local controlled rehabilitation efforts.

Energy and zvaste resources. The costs of energy and waste collection
are relentless resource drains in older neighborhoods. As their costs es-
calate, they demand a disproportionate and growing share of the limited
income of poorer people. As a result, maintenance of housing is often
foregone and deterioration speeds up. However, in some neighborhoods,
this “problem” has become an opportunity. New local enterprises are
developing to reduce energy use and costs and to recycle waste for profit.
These initiatives need to be identified, nurtured and replicated.

Summary

These secondary building blocks are private, public and physical assets,
which can be brought under community control and used for commu-
nity-building purposes. Our initial list includes:

Private and Nonprofit Public Institutions
Organizations and Services Physical Resources

Higher education institutions Public schools
Hospitals Police

Social service agencies Libraries

Fire departments

Parks

Vacant land

Commercial and
industrial structures

Housing
Energy and waste
resources

@.  POTENTIAL BUILDING BLOCKS: Resources Originating Outside
the Neighborhood, Controlled
by Outsiders

In this final cluster are resource streams which originate outside the
neighborhood, are controlled by institutions outside the neighborhood,
but which nonetheless might be captured for community-building
purposes.
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There is a sense in which all local public expenditures are potential in-
vestments in development, However, in low-income neighborhoods they
are usually expenditures for the muintenance  of an impoverished neigh-
borhood, and for individuals in the absence of work. We need tools and
models for converting public expenditures into local development invest-
ments. In addition to the public institutions cited above, two other public
expenditures are critical.

Welfare expenditures. In Cook County, Illinois, over $6,000 is expended
annually by government for low-income programs for every man, woman,
and child whose income falls below the official  poverty line. This sub-
stantial investment ($24,000 for a family of four) is distributed so that
on a per capita basis, poor people receive only 37 percent cash ($8,800 for
a family of four) and 63 percent in services ($15,120). This creates an
impoverished family dependent on services. Creative community groups
are developing new experiments where some of these welfare dollars are
reinvested in enterprise development and independence.

Public capital improvement expenditures, Every neighborhood is the
site of very substantial “infrastructure” investments. In downtown ar-
eas, these dollars leverage private investment. In neighborhoods, the
same funds are usual applied only to maintenance functions. Effective
community development groups are creating experiments to convert lo-
cal capital improvement funds into development dollars.

PubZic  information. Wherever we have seen community innovation in
local neighborhoods, the people there have had to gain access to infor-
mation not normally available. What is the vacancy rate in the worst
buildings? How many teachers have skills that could help our develop-
ment corporation? Half time do the crimes that threaten our shopping
center occur? How much property is off the tax roles? What does the city
plan to invest in capital improvements? Unfortunately, most useful de-
velopment planning data is collected for the use of “downtown” systems.
But as neighborhoods become responsible for their future, information
must be decoded and decentralized for local use.

Some neighborhoods have done pioneering work in developing methods
to translate systems data into neighborhood information, This “neigh-
borhood information” is an invaluable asset in the development process.
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Summary

These potential building blocks include major public assets which ambi-
tious neighborhoods might begin to divert to community-building pur-
poses. At the beginning, at least, these are:

I Welfare expenditures

n Public capital improvement expenditures

n Public information

Two Community Maps

This chapter only begins to map the assets that exist in every neighbor-
hood and town. It is a new map that can guide us toward community
regeneration and economic development. It is a new map that can revi-
talize your organization or human service agency.

But, there is another map, an old map of neighborhood deficiencies and
problems. As we noted at the outset, it is a “needs-oriented” neighbor-
hood map created by “needs surveys.” This is a powerful map, teaching
people in low-income neighborhoods how to think about themselves and
the place where they live.

This map is initiated by groups with power and resources who ask neigh-
borhood people to think of themselves in terms of deficiencies in order to
access the resources controlled by these groups, Among the groups that
ask neighborhood people to inventory their problems, needs, and de&
ciencies are government agencies, foundations, universities, UnitedWays,
and the mass media. Indeed, the institutions that produce this map not
only teach people in low-income neighborhoods that their needs, prob-
lems, and deficiencies are valuable. They also teach people outside these
neighborhoods that the most important thing about low income people
and their neighborhoods is their deficiencies, problems and needs.

In this way, low-income people, helping institutions, and the general
public come to follow a map that shows that the most important part of
the low-income neighborhoods is the empty, deficient, needy part. An
example of this Neighborhood Needs Map is on the following page.
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Neighborhood Needs Map
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It is true that this map of needs is accurate. But, it is also true that it is Every  neighbor-
only half the truth. It is like a map of the United States that shows only
that portion east of the Mississippi River. The United States is also the hood has a map

portion west of the Mississippi River, and a map omitting the west is of  rich&
obviously inadequate in the most fundamental ways, assefs,  and

Similarly, every neighborhood has a map of riches, assets, and capaci- CaPaCfii@.
ties. It is important to recognize that this is a map of the same territory
as the neighborhood needs map. It is different because it show a differ-
ent part of the neighborhood. But the most significant difference about
this capacity map is that it is the map a neighborhood must rely on if it
is to find the power to regenerate itself.

Communities have never been built upon their deficiencies, Building
community has always depended upon mobilizing the capacities
and assets of a people and place. That is why a map of neighborhood
assets is necessary if local people are to find the way toward empower-
ment and renewal. An example of a Neighborhood Assets Map is on the
following page. Finally, it is important to remember that this assets map
is very incomplete because it is new. It does not even begin to identify all
of the assets of every community. Therefore, we know that as more and
more neighborhood regeneration processes are created, residents will
identify many more skills, capacities, riches, assets, potential, and gifts
to place on the map.

- -

Using the Capacities Map

Most of the assets listed above already exist in many low-income neigh-
borhoods. They are waiting to be inventoried and turned toward the goal
of rebuilding communities.

Different communities will approach this challenge with different strat-
egies. Leaders in every community, however, will need to consider at least
three questions which are central to the rebuilding task.

1) Which organizations can act most effectively as “Asset Develop-
ment Organizations” in our neighborhood?

2) What kinds of community-wide research, planning, and decision-
making processes can most democratically and effectively advance
this rebuilding process in our neighborhood?
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3) Having inventoried and enlisted the participation of major assets
inside the community, how might we build useful bridges to re-
sources located outside the community?

Asset Development Organizations

To begin with, who might lead the community-building process? Where
might the necessary Asset Development Organizations be found?

Two kinds of existing community associations are particularly well-suited
to the task of knitting together a neighborhood’s various assets and ca-
pacities. The first, already central to the lives of many older city neigh-
borhoods, is the multi-issue community organization, built along the “or-
ganization of organizations” model of the late Saul Alinsky. Community
organizers already understand the importance of associational life to the
well-being of the neighborhood, and to the empowerment of the local
residents. A number of these community organizations are beginning to
incorporate a capacity-oriented approach to community building in their
ongoing activities.

The second potential Asset Development Organization is, of course, the
community development corporation. Groups that are dedicated to com-
munity economic development have often worked hard to assemble the
business assets available to the neighborhood. Many have championed
strategies emphasizing local purchasing and hiring, and have encour-
aged home-grown enterprise development. All of these approaches can
only be strengthened as the local development corporation broadens and
deepens its knowledge of community capacity

Together or separately, these two types of community-based are well-
suited to challenge of asset development. But in many communities,
neither the multi-issue organizing group nor the development corpora-
tion may exist. In these settings, neighborhood leaders face that chal-
lenge of creating a new Asset Development Organization. This new orga-
nization may be built on the strengths and interest of existing citizens
associations, and will challenge those associations to aftiliate  for these
broader purposes.
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The Community Planning Process

Having identified or created the Asset Development Organization, com-
munity leaders face the challenge of instituting a broad-based process of
community planning and decision-making. Capacity-oriented commu-
nity planning will no doubt take many different forms. But all of them
will share at least these characteristics in common:

1)  The neighborhood planning process will aim to involve as many
representatives of internally located and controlled assets as pos-
sible in the discussion and decisions. In fact, the map of neighbor-
hood assets provides an initial list of potential participants in the
planning effort.

2) The neighborhood planning process will incorporate some version
of a community capacity inventory in its initial stages.

3) The neighborhood planning process will develop community build-
ing strategies which take full advantage of the interests and
strengths of the participants, and will aim toward building the
power to define and control the future of the neighborhood.

Building Bridges to Outside Resources

Finally, once the Asset Development Organization has been identified,
and has begun to mobilize neighborhood stakeholders in a broad-based
process of planning, participants will need to assemble the many addi-
tional resources needed to advance the community-building process. This
will involve constructing bridges to persons and organizations outside
the neighborhood.

It is clear that no low-income neighborhood can “go it alone.” Indeed,
every neighborhood is connected to the outside society and economy. It is
a mark of many low-income neighborhoods that they are uniquely de-
pendent on outside human service systems. What  they need, however, is
to develop their assets and become interdependent with mainstream
people, groups, and economic activity.

Organizations leading developing communities often create unique
bridges to the outside society. These are not to be government alone. In-
stead, they bridge to banks, corporations, churches, other neighborhood
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advocacy groups, etc. These bridged relationships in the non-governmen-
tal sector are vital assets in opening new opportunities for local resi-
dents and enterprises.

The task of the Asset Development Organization, then, involves both
drawing the map and using it. It involves leading the community inter-
ests into capacity-oriented planning and creating the organizational
power to enable that process to become the map of the neighborhood’s
future. The challenge facing the Asset Development Organization, and
all of the participants in the neighborhood planning process, is both daunt-
ing and filled with promise. However, meeting this challenge to rebuild
our neighborhoods from the inside out is crucial to the hopes and aspira-
tions of city dwellers everywhere.

Traditional needs oriented solutions dominate human ser-
vice systems - where residents come to believe that their
well-being depends on being a client.

The capacity-focused alternative is based on historic evi-
dence that indicates that significant community develop-
ment only takes place when local community people are
committed to investing themselves and their resources in
the effort.

Clusters of  capacities fall into to major categories: the
assets and capacities of individuals and those of organi-
zations or associations. Other clusters include private and
not-for-profit organizations, public institutions and ser-
vices, and other physical resources.

Developing an inventory of capacities and assets is an ex-
cellent way of capturing the numerous resources avail-
able in the community.

The key to neighborhood regeneration is not only to build
on those resources which the community already controls,
but to harness those that are not yet available for local
development purposes.
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AAssessingYour  Organization’s
Capacity for Entrepreneurship

Purpose
This chapter is designed to enable you to evaluate your organization’s ca-
pacity for change from dependence on traditional funding sources and
operations to a more active orientation toward entrepreneurial activities.

Learning Objectives
You will:

n examine your responsibility to assume a role normally provided
by the private sector;

n evaluate your organization’s entrepreneurial capacity from the
perspective of fiscal stability, professional expertise, and other
factors; and

n gain an awareness of several guiding principles of change, and
assess your strengths and ability to alter your structure or ac-
tivities accordingly.

Overview
In order to move into a more dynamic, entrepreneurial stance, it is es-
sential that you have a clear grasp of your organization’s strengths and
weaknesses and build consensus within to make the changes you agree
on. To survive and prosper you must recognize the need to create ex-
panding opportunities for self-sufficiency, both within your organization
and for those you serve.

As a service provider you already know much of what is required to run
a business. The focus here is to help you to operate from a proactive
rather than a dependent position, However subtle, this shift in perspec-
tive will require change that you cannot impose upon your colleagues. To
succeed, you will need to assess and build consensus for the effort among
your board and staff. You also will need to review your organization’s
resources in terms of your capacity to move forward.
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The Workings of the Economy
Our society is divided socioeconomically into three interconnected sec-
tors: private, public, and voluntary. The privute  sector is generally de-
fined as the free-market or free-enterprise system. The public sector is
government. Among its many domestic tasks it modulates the operation
of the private sector through regulation and licensing. Government also
provides a floor of support to those unable or unwilling to function in the
private sector. The voluntary sector comprises non-profit and voluntary
groups that grow out of some need for or common interest in providing
services for themselves or those not generally served by either the pri-
vate or public sector.

Voluntary-sector activities, by definition, are dependent. They operate
on the unpaid participation and support of both the public and private
sectors. As a result, these providers are often viewed as consumers of the
public’s tax and charity dollars in order to minister to, treat, and support
those unable or unwilling to function in our society.

The Non-Profit as Private Sector
When all three sectors function well, they tend to complement each other
in support of healthy communities. Yet in many dysfunctional communi-
ties the public sector is the primary presence. As a consequence, the non-
profit must step in and, in effect, become the private sector. When we
view ourselves in this way we begin to see that our responsibilities go
beyond the traditional provision of services to assume a role normally
provided by the private sector: investors in the people and places where
we reside. As such, we must:

n focus on job creation and career opportunities for those we
employ and those we serve;

n change existing economic patterns for those left behind or ig-
nored by mainstream systems;

B focus on improving conditions and expanding opportunities for
consumers;

n commit to achieving self-sufficiency for those we serve; and
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n focus on providing real options to existing circumstances and
systems.

What Makes an Organization
a Candidate for Change

Approaching services from a development perspective is not necessarily
appropriate for all community-based service providers. It is not an ap-
proach that should be initiated out of financial weakness or desperation.
Although your group’s belief in the value of a service enterprise is criti-
cal to your success, it will take more than commitment to make it work.
You may need to expand or broaden board membership to include new
skills or connections to other resources. Your staff must have appropri-
ate management skills and professional expertise in place or available.
You must have sound personnel practices and the ability to  recruit and
train staff.

Although this venture will require growth and renewal, a fundamental
assessment of your entrepreneurial capacity includes:

n

n

n

n

n

n

n

your ability to communicate your organization’s critical eco-
nomic and political role in the health of communities;

organizational and fiscal stability;

an empowered staff with professional expertise and manage-
ment skills;

a clear consensus regarding why the service enterprise is be-
ing created and how it fits with your long-term goals and ef-
forts;

a balance of your overall mission with your accountability to
constituents, consumers, and funders;

marketing-research results stating that services are needed,
able to be funded, and part of a broader scheme to provide em-
ployment and development opportunities for local residents;

accounting or technological support to ensure timely and accu-
rate reporting, case management, and billing; and
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n access to research, both to quantify results and to identify and
analyze future opportunities.

Your success in the marketplace will depend, in part, on your ability to
adhere to several basic principles:

1. Know who you are and where you are going, Assess your financial
strength, service quality, and organizational capabilities. Develop
an accurate, concise, and reasonable mission statement. Know
what a shift in outlook will mean for your consumers, your staff,
and your board.

2. Invest in the capacity building of people and places. Human-ser-
vice interventions tend to focus on dysfunction - a broken heart,
an abused child, or a homeless family. Although we cannot aban-
don our mission of addressing such concerns, we need to shift our
focus to our goal: healthy and productive individuals, families,
and communities.

3. Utilize the growing job market to provide personal and develop-
ment opportunities for people in need. For example, it is possible
to link the demand for home-based health and custodial services
with employable welfare recipients; to link the education of young
people to changing work opportunities; and to link preventive
health services with increased productivity.

4. Encourage government to vigorously pursue policies that advocate
or reward prevention and increase efficiency and competition. This

will require reimbursed or insured coverage for prevention services,

5. Base decisions about services on community need and local mar-
ket conditions. Before you develop a new service, see who else is
providing that service and evaluate the potential for collabora-
tion Can you combine resources, create a satellite program, or
improve service quality? How can your program be strengthened,
and who needs to be involved? Think beyond your social contribu-
tion to the service’s economic impact on the entire community

6. Develop and adhere to a business plan. When well defined and
carefully prepared, this “map” will guide your efforts.

7. Recruit and train competent and dedicated staff: Treat them as
professionals essential to the mission, not disposable or secondary
workers.
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An organization’s role in developing
and operating service ventures can be
that of provider, manager, co-venturer
with other service or development
agencies, .developer, or investor. Cur-
rent operational needs, opportunity,
and the conditions of the marketplace
should determine the most appropri-
ate approach.

“How To Do Three Things At Once. Chapter One...”

Characteristics of an Entrepreneurial
Nonprofit Organization

There are many characteristics of an entrepreneurial organization. The
following list represents many that have been found to be successful in
non-profit enterprises.

n

l

n

B

n

n

n

n

n

n

n

Staff is given responsibility and the power to implement decisions.

Goals are clear, the ways to meet goals are left to individuals.

All staff the organization’s vision, goals, philosophy and style. They
trust each other to implement programs.

Criticism is sought and freely rejected, without penalty.
Staff is ego-healthy, self-confident and able to make decisions
quickly. People that lack these attributes don’t last long.

Staff enjoy being somewhat overwhelmed; they thrive on inter-
nally-created pressure.
There is laughter, rowdiness and other physical outlets for ten-
sion -belying the hard work and expectations below $he  surface.
Staff meetings are regular, required and democratic. Everyone
shares what they are doing. The staff takes turns in leading the
meetings.

The organization has a strong culture. People fit or they don’t. If
they don’t they leave quickly.

The organization is predictable in the way people are treated; un-
predictable in the new and unusual challenges that lead to qual-
ity programs.
The organization is not afraid of tension and conflict, but requires
the staffto  offer solutions with complaints. There are no big secrets.
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The organization encourages staffto  grow, and to leave when their
learning curve has leveled off.
Staff are willing to risk and try new things. They are not afraid to
fail. *
Staff are passionate about their work and the organization,
Staff constantly challenge assumptions, asking, ‘Why do we do
this?” and u “Is there a better way?”
Staff seeks criticism from others whose opinions they trust. They
also feel free to “strategically ignore” some of what they hear.
Problems are seen as opportunities.
Key staff thinks conceptually and in specifics.
The organization is seen as experimental, constantly evolving and
fostering new learning opportunities,
The organization hires specific skills on contract instead of put-
ting people on payroll.
The organization know their customers very well.
The organization has a bias toward being different - and better
- than other organizations.
The organization works with clients repeatedly, getting them in-
volved in the organization in a meaningful way.
The organization is pro-active; they go to people with an idea rather
than waiting for someone to come to them.
Organization staffers and management are impatient.
They plan ahead and project how each program area will affect
the others.
They believe that people work best on their own interests.
Managers do “grunt work” at times, because it builds an egalitar-
ian culture.
All staff - including top managers - work the “front desk” regu-
larly to stay in touch with the customers.
Praise is sincere and free-flowing.
There is no apparent physical hierarchy in the offices.
Staff’s  jobs grow with them, There is no expectation of climbing a
job ladder.
Managers hire staff who are smarter than they are, looking at an
applicant’s qualities more than qualifications.

Adapted from Filthy Rich & Other Nonprofit Fantasies: Changing the way Nonprofits
Do Business in the 90’s.
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Harnessing Your Power to Effect Change

As community-based service providers we must think of ourselves as We must be
businesses and begin to look at economic-development tools and tech-
niques as mechanisms to achieve our visions of empowered, productive,

key ptayefs in

and stable communities, the economic

mainstream.
We must be key players in the economic mainstream. We are often, in
fact, the only link between those we serve and the economic, social, and
political mainstream.

As community-based and focused groups, we are uniquely positioned to
address the needs of those at greatest risk. As representatives of grassroots
leadership organizations, we are increasingly being seen by both public-
and private-sector policymakers as entities that work.

Our strength lies in our ability to:

n address needs comprehensively rather than by administering
narrowly defined services;

n give front-line, hands-on workers the training, support, and
direction they need to address problems creatively; and

n build trust and respect because we are members of the commu-
nities we serve.

As public resources to support human-service programming continue to
shift from Washington, D.C. to states and tribal governments, policy
development at the local level will be very important. The combination
of local policy development and fewer available federal funds will force
states to explore service-delivery options that are efficient and offer ho-
listic care for those in greatest need.

Grassroots leadership organizations can be effective solutions. They can,
for example, provide effective parenting education to reduce the cost of
child abuse and neglect; job training and comprehensive support ser-
vices to reduce welfare dependency; and prenatal care and in-home, eld-
erly support services to reduce hospital and nursing-home costs.

What it takes is focus, commitment, creativity, and responsiveness.
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Before moving forward, you will need to assess your
strengths and weaknesses, as well as staff and board
commitment.

To thrive, you will need to be proactive rather than
dependent.

Your organization must commit to becoming economically
self-sufficient and to providing opportunities for your con-
sumers to become so, as well,

Approaching services from a development perspective is
not appropriate for all organizations. Beyond commitment
and focus, it requires organizational and fiscal stability,
professional expertise, management skills, and a paying
market for your services.

The national trend toward localized funding and organi-
zation of human services will work in your favor if you
approach new opportunities with planning and creativity.
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AIdentifying Service
Venture Opportunities

Purpose
This chapter is designed to help you evaluate opportunities for entrepre-
neurial activity through a businesslike examination of the services you
provide, the markets in which you wish to sell them, and the demographic
characteristics of potential clients.

Learning Objectives
You will:

n quantify the programs, products, and services you deliver;
n examine your service market, payer market, and who in your

community provides similar services;

n determine your purchasing needs and expenditures and find
ways to cut costs through alternative buying methods;

B locate entrepreneurial opportunities and consider ideas for ser-
vice ventures;

n identify existing and potential markets by examining where
you sell your services and to whom; and

W determine what your customers want through market research.

Overview
It is essential to plan your transition into the marketplace in terms of
sound business practices. These include a thorough look at the nature of
what you do; who receives and pays for your services (not necessarily the
same people); who your competitors (and possible allies) are; and how to
use demographic and market research to determine available opportu-
nities and how to make the most of them.
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Strategic Planning

It is critically important that your entry into the marketplace be predi-
cated on sound, systematic business planning. You will need to review
capital and cash-flow needs as well as long-term availability of support
and funding. You must understand the regulatory and licensing envi-
ronment, insurance and liability costs, and competition from other non-
profit and for-profit providers. This “opportunity assessment,” unlike a
needs assessment, is a bottom-line economic analysis that focuses on
markets in which there is capacity to pay for services.

How do you prepare to take advantage of the opportunities in the com-
munity you serve?

A basic framework for this process is:

1. Start with a general idea of what you want to happen

2 . Study models of other businesses or organizations that offer simi-
lar products or services.

3 . Develop assumptions to test the feasibility of your approach,

4. Flesh out the details in each area.

5. As development occurs, update related information in other areas
as necessary. Continue this feedback process until the plan is put
into action.

6. Keep the “finished” document creative and flexible.

Begin by examining your current opportunity mix - what do you sell
and buy? Who are your consumers? Who pays for the services?
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What Do You Sell?
Your initial search for opportunities must be internal. You should review
the programs, products, and services (service markets) you deliver to the
public in exchange for a price, fee, contribution, grant, volunteer labor,
or a barter transaction (payer markets). Both service and payer markets
are your customers and warrant special attention.

The other internal review is to determine what goods or services you
purchase can be turned into a community-based enterprise. The follow-
ing exercise will enable you to begin gathering and organizing the neces-
sary information for use in developing a plan for the organization.

1 . What is your service market? This includes the programs,
products, and services that you now deliver to the community
List them (i.e., housing for the elderly, substance-abuse treat-
ment or counseling, nutrition, and employment training).
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2 . What are your payer markets? Who pays for these programs,
products, and services? List them (i.e., government funding,
United Way grant, individual contributions, fee for service, sell
price, barter exchange).

3.  How many customers (units served) consume your pro-
grams, products, and services on a monthly, quarterly, and
annual basis? List quantities by program, product, service, and
period.

Programs, products Avg. monthly Quarters FY 1995
and services 1 2 3 4



4. What other organizations in your community (market area)
provide these same programs, products, and services?

6. What are the other organizations’ advantages and disad-
vantages in providing their programs, products, and services
to customers?

CHAPTER 4 m  Identifying Service Venture Opportunities
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6. Are there potential customers in your community (market
area> that are not taking advantage of your or other programs,
products and services?

Yes ( > or No ( 1.  If your answer is no, what are the reasons?

7. How many customers could you be serving?

Programs, products Current customers Potential customers
and services served annually served annually

This exercise will help you begin the necessary audit process
to quantify the products and services you deliver. The next step
involves examining internal procurement activities and oppor-
tunities for the organization.
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What Do You Buy?

You can also identify opportunities by examining the goods and services
that your organization purchases in its annual business cycle. Most of
your work is probably labor-intensive, and you probably spend the ma-
jority of your funding on personnel, Nevertheless, you can use areas in
which you have expertise or purchasing power to develop additional pro-
grams, products, and services for the consuming public. Quantify your
expenditures:

Operations budget

Budget item

Personnel

Administrative staff
# of

Program staff
# of

Contract labor
# of

Other laborers
# of

Inventory

Furnishings

Supplies

Annual
expenditure

% of
annual budget

MODULE 3 m Community 8 Economic Development 51



CHAPTER 4 m  Identifying Service Venture Opportunities

Equipment

Transportation

Insurance

On/Off-site space

Maintenance

Waste removal

Other

-

Are there any products or services within the above mentioned groups
that you can purchase from the manufacturer or distributor at a whole-
sale rather than a retail price? Have you considered joining a buying
cooperative and purchasing the goods or services wholesale? If a coop-
erative or buying club does not exist, consider contacting other members
of your community who might also benefit from this idea and start one.
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Entrepreneurial Opportunities

If there is little interest in a buying cooperative, take the lead in devel-
oping a venture around a product or service that many institutions and
individuals in the community purchase.

You understand how to procure products and services as somebody’s cus-
tomer, so explore what it takes to buy them for resale at a profit. This
entrepreneurial approach can lead to job creation and a cash surplus for
financing other activities.

Ideas for service ventures include:

Early childhood development

m Pre- and postnatal outreach and support

n Child-care centers

1 Family day-care homes

n Transportation and/or feeding programs
1 Contracting with businesses to build or manage family and

child-care centers
n Purchase of care through child-care vouchers or contract pro-

grams (Child-care Development Block Grant, Title XX)

Services for the elderly and disabled

n

n

n

n

n

n

n

n

n

n

Chore and home services;
Rehabilitative services (physical, occupational, speech)

Adult day care

“Meals on Wheels”
Transportation

Nursing homes or intermediate-care facilities

Hospice care

Managed-care prevention contracting
Housing (Section 202)
Respite care for family members (AIDS, Alzheimer’s)
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Family services

I Domestic-violence prevention training
n Drug and alcohol treatment and after care
H Alternative sentencing services (as an alternative to incarcera-

tion)
n Parenting education and training

Employment and training

n GED and literacy training for government and private busi-
nesses

H Preemployment and job skills training
n ESL training
n Individual testing and assessment
n Job referral and placement

Housing

H  Community-center management and operation
n Maintenance, repair, and cleanup
n Security

Environmental

n Energy conservation
n Trash collection and disposal
H  Recycling
n Asbestos removal

Education

n Partnerships with schools to educate teachers, health staff, par-
ents, or children

n Partnerships with schools or day-care centers to care for spe-
cial-needs populations
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Special programs

These include services for the homeless, recently released prisoners, AIDS
and Alzheimer’s patients, substance abusers, incarcerated young people,
and others with special needs,

Add your own:
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These and other service ventures are possible as markets shift and the
public sector expands its search for more appropriate, cost-effective ways
to address service needs. Opportunities exist especially in areas where
privatization and decentralization can be shown to be cost-effective, where
holistic rather than categorical intervention is appropriate, where tradi-
tional and categorical government approaches have failed to be effec-
tive, and where sound business planning and management can result in
a positive return on investment,

Identify the Market

We are more accustomed to referring to communities than to markets as
the source of demand for the products and services we provide. Commu-
nities consist of consumer markets for a multitude of goods and services,
however. The particular market or group of consumers will depend on
the product or service being delivered.

Our consumers often cannot afford for-profit services. Therefore, the vi-
ability of our markets cannot be judged only by who is there and what
they want. We need to be accountable to our other customers: those who
pay for services. These may include third-party payers, donors, or profit-
generating affiliates, No matter how great the community’s needs, we
cannot sustain our efforts without a market to pay for services. To be
successful, we must relate to both the consumer and the funder as cus-
tomers, the target market for non-profit activities. Existing and poten-

MODULE 3 n Community &  Economic Development 55



CHAPTER 4 m  Identifying Service Venture Opportunities

tial customers make up the market for your projects, products, and
services.

Who will use what you sell?

Define the boundaries of the community in which you operate. Are the
community boundaries the county, city, neighborhood, or some other iden-
tifiable service-delivery area?

Next, profile the community, quantitatively and qualitatively.

Census data

The United States Census Bureau is often the first place to gather popu-
lation data on your community. Counties, metropolitan areas, cities, and
townships are defined geographically by a series of census tracks, with
boundaries defined by the federal government. These are used by the
Census Bureau to collect population data.

You can find this demographic information at your local public library or
at a nearby college or university library. To take a shortcut to a demo-
graphic profile of a city, metropolitan area, or county, contact the plan-
ning department or Chamber of Commerce. To develop a statistical pro-
file for a part of a federally designated jurisdiction, you will need to gather
information for each of the area census track or tracks that you serve.

You can collect quantitative data from state and local sources such as
departments of Labor, Social Services, Public Health, Education, Com-
merce, OrTransportation;  from local and county school districts and plan-
ning offices; from local, county, and state law-enforcement agencies; and
from area colleges and universities. Demographic variables of interest
include population characteristics such as age, race, income level, mari-
tal status, home ownership, and transportation habits.

Developing a Demographic Profile

Demographic issues of concern include population size, gender mix, age,
racial mix, education, individual and household income, occupational
status, percentage of people living in poverty, and homeowner/renter mix.
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The Census Bureau data, along with quantitative information provided
by other sources, will enable you to develop a demographic profile of the
community being served. From this broader profile you can better focus
on products and services aimed at a particular customer niche in the
market. For example, if the population of people age 65 and older is high
in your market area, that may suggest a need for housing, health-care
services, transportation, adult foster care, and more. Education statis-
tics could help you quantify the number of people in the area that might
need job training and placement services. Data on monthly rental rates,
mortgages, and income levels should provide insight into the need for
low- and moderate-income housing.
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The demographic profile, then, helps segment the population into quan-
tifiable subgroups you can target as potential customers. However, addi-
tional research is needed prior to decisions about how to better serve the
community

What Do Your Customers Want?

You have probably developed a needs assessment for your community.
Based on this information, you develop the justification for funding in a
grant proposal. A market assessment is similar, but beyond assessing
your community’s needs you will need to determine what resources are
available to pay for or augment those needs.

To carry out effective marketing your organization needs timely, accu-
rate, and adequate information. When you use a systematic format to
ask customers and potential customers about products and services to be
consumed, we refer to this data collection as murket research. This re-
search effort utilizes group and personal interviews and survey instru-
ments to delve deeper into consumer needs and desires within your market
area.

Market research has become a highly specialized field. Although you can
conduct it yourself, it may be more effective to employ a local expert to
assist with designing the project and collecting and analyzing data.

Expertise to conduct this kind of group interview can most likely be found
in a local college or university, marketing or public-relations firm, or
advertising agency. The local Community Foundation, Chamber of Com-
merce, or Small Business Administration Development Center may also
recommend a service provider (see the “Community Development Re-
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sources” section). Staff or volunteers can be trained to ask the questions
and record the responses.

In the interview process you begin systematically collecting information
on consumer and neighborhood opinions. Normally, when we want to
know what a person is thinking, we ask. To make these questions effec-
tive research requires three stages: planning, data collection, and con-
clusions and analysis.

Planning

The first step is to clearly define the objectives of the research project.
What do you want to know? This may include where your sample popu-
lation receives services, why they choose that place, what experience
they have with your organization, and what they like and dislike about
it. Remember, your customers include those who pay you, so you may
want to include corporate or government samples. List your research
objectives:

Data collection

You can use three research techniques to sample a population and derive
opinions on what consumers in your market area need or want: group
interviews; one-on-one personal interviews; and a survey questionnaire
given to a sample population.
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opinions and motivational factors of consumers or potential consumers
who are invited to participate in a group interview. The interviewer en-
courages free discussion among the participants, hoping that the group
dynamics will bring out their real feelings. At the same time, the inter-
viewer focuses the discussion, hence the term”focus  group.“Although  an
informal discussion is better than no discussion, focus-group research is
more reliable if conducted by a trained interviewer.

Personal interviews
Although more time consuming, the personal interview enables you to
gather in-depth information from a sample group of consumers in the
population, In order to reduce the cost of such a project, the actual inter-
views might be conducted by a staffer or project volunteer after receiving
appropriate instruction or training in interviewing techniques.

Survey questionnaire
Many organizations develop their own questionnaires and circulate them
to community residents to determine opinions on a wide range of topics.
Again, it is advisable to obtain the necessary local assistance and exper-
tise to design the proper instrument for conducting a survey The way
you ask a question will affect the response you get. If the goal is to obtain
qualitative data for analysis, then the data-collection instrument must
be objective and unbiased.

A professional should design the survey, determine the method of distri-
bution and collection, and write a final report on the findings. Again, to
reduce the cost you could use staff or volunteers to distribute and collect
the survey instruments, Depending on your target population, you could
conduct the survey might by telephone. When dealing in some low- and
moderate-income areas, where education levels might be lower and illit-
eracy higher, verbal information gathering by telephone or in person is
preferred to written surveys. The use of telephone polling and interview-
ing might also be difficult if households in the sample population area
are without telephones.

The utilization of
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give you, mayhe

for the firsf

fime, a complefe

profile of fhe

community and

market in which

you operafe.

Formulating New Opportunities

The utilization of both the quantitative and qualitative information will
give you, maybe for the first time, a complete profile of the community
and market in which you operate. The quantitative information provides
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the status of the population - a snapshot of what exists. The qualitative
research helps you determine opinions and desires - what people need
and want. The survey can also identify new products and services for
which consumers are willing to pay.

This new information requires that your leaders make decisions on the
future mix of goods and services that your organization will deliver to
the consuming public. These decisions are preliminary ones that help
further the planning process. The options may be one or more of the
following:

l continue with the existing mix of goods and services delivered;

n make some modifications in the goods and services offered;

n eliminate several goods or services offered; or

n add new products or services to the mix.

The first step in a strategic plan is to perform an opportu-
nity assessment: a bottom-line economic analysis that fo-
cuses on markets where there is ability to pay for services.

Both service markets (consumers of programs, products,
and services) and payer markets (contributors, ‘purchas-
ers, and volunteers) are your customers and are central to
your success.

Assess your organization from the perspective of the con-
sumer, competitor, and vendor, Use this information to
create new opportunities.

Look at other service providers in your market area as
both competitors and potential collaborators. Both perspec-
tives will help you understand and build on your current
value.

Examine services or products that you provide for their
potential to operate as profit centers supporting those ar-
eas that need subsidies.

Do a market assessment;
cal planning tool.

it is a time-consuming but criti-
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A The Business Plan
Purpose
This chapter will help you develop and write a business plan, essential
to documenting in detail your strategy for increased entrepreneurial
activity

Learning Objectives

write a mission statement describing succinctly your
organization’s reason for being, as well as a statement of pur-
pose that outlines why you are writing the business plan;

compile the necessary organizational information, including a
description of your administrative structure and the services
you offer;

examine in detail aspects of market research including demo-
graphic, political, economic, natural, technological, and cultural
forces; industry trends; and competition;

communicate effectively to your customer base, including those
who receive services and those who pay for them (such as indi-
viduals or foundations);

come up with a marketing plan that describes the product or
services you provide; develops strategies for promotion, adver-
tising, and public relations; outlines plans for distribution and
delivery; and creates a pricing policy;

write a financial statement to include current status, an ex-
pansion budget, and projections of revenue and expenses.

Overview
Now that you know the importance of sound planning based on the ser-
vices you provide and to whom, it’s essential to quantify your research in
business plan that clarifies and solidifies your aims by examining all
aspects of the changes your organization may make.
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1” ihe  non. Once you have made preliminary decisions about product and service

profit’s business
delivery, you must take the valuable information you have collected and
write or revise your organization’s business plan. This involves revisit-

p/an,  the  read& ing the mission of the organization and further analyzing the population

should expect lo
(or customer base) in the community (market area), learning what op-
portunities exist for program (product or service) delivery, and deter-

s& a Similar& mining what fees or sources of revenue (income) are available to pay for

defailed road  services-

map f0  O@M The business plan is a “living” document, subject to changes - minor

seMMciency revisions and major rewrites - on a continuous basis.

and less depen- Transformation of your organization can be aided significantly with a

dency on exfer= restructuring of your basic grant proposal to look and feel more like a

nal grant
corporate business plan. In a business plan, one looks to provide a clear
and concise snapshot of an organization by asking:

SOUfW.
n What are you?

n What are the products and services that you deliver or want to
deliver?

n Who are the recipients of goods and services (the customer base
or target market)?

n Where are the new market opportunities?
n What are the fees for services or sources of revenue and what,

does the future revenue stream look like?

n How do you evaluate accomplishing the mission through mea-
suring the outcomes of its activities?

n Where has the organization been? Where it is now? Where it is
going? How it is going to get there?

In a traditional business plan, a reader would turn past the title page
and table of contents and expect to see pages that outline, in detail, a
road map to profitability and return on investment. In the non-profit’s
business plan, the reader should expect to see a similarly detailed road
map to greater self-sufficiency and less dependency on external grant
sources.

This chapter outlines the components of that plan using Bethel New Life
as its example, At the end of the chapter is a business-plan worksheet in
which you will describe your operation.
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The Mission Statement

Most community-based organizations already have a mission or vision
statement. They describe to the reader why they are in business. The
revised mission statement should take into consideration the new entre-
preneurial, self-sufficient mode of operating, along with other new strat-
egies, products, and services that result from the market analysis.

This statement should succinctly state the essence of the entity’s reason
for being. The statement can relate to specific or general issues, but most
important, it should relate to tangible outcomes.

You might describe, for example, a community economic-development
mission that emphasizes home-based services for the elderly, providing
food and temporary shelter to the homeless, operating a day-care center,
providing job training, or developing
language that describes the mission
should be concise and directed at serv-
ing the needs of the customers that
use the goods or services pro-
vided by your organization.

a microenterprise loan fund. The

*Iwantthepublictothlnkofww
The  Company WItI  A HeuP, But I want
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willchewyouup,tpltyoaouturdrmur
ywin~thecvpetuyourorwup.m

Sample mission statement

Bethel New Life’s philosophy is:
If you put an end to oppression, to every gesture of contempt, and to
every evil word; if you give food to the hungry and satisfy those who are
in need, then darkness around you will turn to the brightness of noon,
And I will always guide you and satisfy you with good things. I will keep
you strong and well. You will be like a garden that has plenty of water,
like a stream of water that never goes dry. Your people will rebuild what
has long been in ruins, building again on the old foundations. You will be
known as the people who rebuilt the walls, who restored the ruined houses
(Isaiah 58: 9-12).

,I. If is fime to
view human

services wifhin a

framework of

family and

communify

development.

CASESTUDY
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Statement of Purpose
Your statement of purpose outlines why your organization is producing a
new business plan. In this case, the purpose is reinventing your organi-
zation with a mind toward entrepreneurial activity. You must state afflr-
matively that your organization is establishing service ventures based
on entrepreneurship, innovation, income generation from contracts, and/
or fee-for-service or third-party reimbursements leading to self-sufficiency.
Further, the new focus should incorporate a more market-driven, cus-
tomer-oriented process into the organization’s mission and program
delivery.

In outlining the purpose of the business plan, you also must emphasize
the management process and establish quantifiable evaluation criteria
for the organization. Finally, all sections, including this one, must be
tied to your mission statement.

CASE STUDY Bethel statement of purpose:

Bethel New Life contends that a community-development corporation
must take actions that help promote a healthy, sustainable community.
These include:

n creating livable-wage jobs in recycling, industrial manufactur-
ing, and environmental assessment and remediation;

n making a sustainable community through self-help parks,
safety and crime reduction, reweaving and reneighboring, and
creative arts;

n providing a decent place to live, including energy-efficient, af-
fordable, self-help, cooperative housing (1,000 units) with
streetscapes;

n encouraging healthy families and healthy communities through
holistic health care, health education and outreach, lead out-
reach and advocacy, air-quality monitoring, and safer streets;

n helping seniors live to the fullest through home care, adult day
care, and involvement in community action;

n building on community assets and on people together taking
action and responsibility for their community.
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Organizational Information
This section provides basic information about the organization that any
and all readers need to understand. A sample follows:

1. Legal name of organization
Bethel New Life, Inc.

2. Address of organization
367 North Karlov
Chicago, IL 60624

CASESTUDY

3. Legal form of organization
Bethel New Life is a nonprofit corporation incorporated in the state
of Illinois. It is tax exempt under section 501(c)(3)  of the Internal
Revenue Service code.

4. Subsidiaries owned/affiliate organizations
None

5. Organizational directors
Bethel New Life is governed by a 16-member board of directors,
including:

Jewel Maneville, chair
Sheila Radford-Hill, first vice chair
Michael Cederberg, second vice chair
Bruce Bennett, treasurer
Susie Macon, assistant treasurer
Felicia Richardson, secretary

Bethel is a guided by a 15-member board of advisors made up of
local civic and business leaders.

6. Programs, products, and services for Bethel New Life
Bethel provides a wide range of social services as well as housing
and economic-development programs serving the West Garfield
Park community of Chicago.

m Family Support Services: Women, Infants & Children (WIG),
Healthy Moms/Healthy Kids, and Lead Program

m Transitional Living: St, Gerrard House, Family Wellness Center
m Child-Care Services: Molade Child-Care Center, ProjectTriumph

MODULE 3 n Community & Economic Development 67



CHAPTER 5 n The Business Plan

n Senior Seruices: adult day care, in-home services

n Employment and Training: employment center, training institute

n Youth, Education, and Community: community organizing and
reneighboring. Youth Enterprise Network and Urban Engineering

I Housing Services: senior home repair, loan packaging, prop-
erty management and lease/purchase homes

W ReaLEstate  Development: multifamily, single-family, and plan-
ning acquisition

H Industrial: joint venture, planning/acquisition

7. Licenses, certifxation,  credentials, and accreditation
Certain licenses, certifications, credentials and accreditation are
required to operate a number of programs and deliver services to
consumers in the community. These efforts can include child-care
services, job-training and education programs, food programs,
transportation, and the construction trades. It is important to con-
tact your state and local government to determine what programs,
products, and services require licensing. In many states, the om-
budsman will provide direction on what regulations apply, or on
what government agencies can provide the appropriate regula-
tory information and licensing.

CASE STUDY Bethe sample:
The Bethel New Life Senior Services program is licensed by the State of
Illinois Department of Aging as a home health-care and an adult day-
care provider.

Personnel

Organizational chart

In this section you describe the personnel needs of the organization, from
key managers to service professionals and support staff. You should out-
line the organizational chart and include reporting responsibilities. Also
list required outside professional consultants and advisors in this section.
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Sample organizational chart
Bethel New life is an expansive organization, Programs and services are
divided into four divisions: housing, real estate, and industrial develop-
ment; social-service programs; human resources and facilities manage-
ment; and financial. The charts on the following pages highlight Bethel
New Life’s Programs Division. Bethel’s three other divisions have an
extensive network of programs, services, and duties that have been col-
lapsed for this diagram and are represented by the sequential box under
the appropriate senior vice president,

Job description

List the titles of all the key managers in the organization and attach
their job descriptions. Additionally, list all the other professional and
support staff that work in the different program areas. Write concise job
descriptions for each position. If new staff members are required for the
new programs, products, or services, address the potential for adding
these employees.

Job descriptions for Bethel New Life Senior Services: CASESTUDY

PositionlTitle

Director of Senior Services

Assistant director

Administrative assistant

Supervisor

Billing specialist

Intake specialist

Clerical

Receptionist

Direct service worker

Description

Plans, develops, and directs program

Assists director in all aspects of program

Coordinates support functions, provides
secretarial duties for key administrators

Supervises daily activity and workers

Performs a diverse set of duties that
maintain accounting records

Determines needs and creates a case
plan for clients

Performs various office duties

Performs various office duties

Provides personal care in the client’s
home, helps administer medication, and
provides a social interaction for patient

CASESTUDY
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Professional services or advisors

Many community-based organizations use outside professional consult-
ants to assist with daily operations. This group of experts includes ac-
countants, lawyers, project managers, grant writers, and fundraisers.

Market Research

You have already begun thinking in terms of a market-centered opera-
tion Prior to writing the business plan, you looked at the services and
products you buy and sell. You researched the demographics of your
market and surveyed the customers’ needs and wants. This information
is the beginning of your market analysis. It is also important to analyze
your market area’s environment, non-profit industry trends, and com-
peting services.

Environment

Important environmental issues include demographic, political, economic,
natural, technological, and cultural forces. Each of these factors will have
some effect on your operation. Much of the information you collected in
Chapter 3 will be used in this section. Some environmental factors will
weigh heavier than others. The important thing is that you understand
which factors might affect your plan and why.

In the worksheet at the end of this chapter you will use the data col-
lected in Chapter 4 to describe the demographic factors that relate to
your plan.
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Bethel demographic data:

Demographic Changes in Chicago’s
West Garfield Park Community

1970 1980 1990

Total Population 48,464 33,865 24,095

Percent female-headed households 29.1 57.8 63.9

Percent families below poverty line 24.5 37.2 40.8

Percent 65 years or older 1.6 5.0 8.0

Median number of school years completed 10.3 10.9 NA

Percent adult residents with
high-school diploma NA 38.4 49.9

Unemployment rate 8.0 20.7 26.8

Percent employed (16+) 52.3 41.6 38.3

Percent seniors below the poverty line NA NA 36.1

Percent seniors living alone NA 21.9 23.9

Median family income (dollars) 7,532 10,922 17,170

Above as percent of city median income 73.5 58.2 55.9

Median household income (dollars) NA 9,654 15,102

Above as percent of city median income NA 63.1 57.4

Percent residents receiving public aid NA 40.4 58.7

CASE STUDY

Bethel New Life is located in West Garfield Park, a predominately (98.9
percent) African American neighborhood located on Chicago’s west side.
As the table shows, West Garfield Park has seen a severe decline in popu-
lation in the last 30 years from a high of 48,464 residents in 1970 to
24,095 in 1990. At the same time the community has had a growing eld-
erly population. Between 1970 and 1990 the number of residents over 65
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years old more than doubled, while the proportion of seniors in the com-
munity increased more than 400 percent. West Garfield Park also has a
high poverty level, with 58.7 percent of residents receiving public aid in
1990. More than one-third of senior citizens live below the poverty line.
The area has fared poorly in comparison with the rest of the city in terms

of income of residents, with its family income as a percentage of the city’s
median income falling 24 percent from 1970 to 1990.

At the same time, the number of residents with a high-school diploma
increased 30 percent from 1980 to 1990 to reach 50 percent of the adult
population. The unemployment rate of 27 percent in 1990, however, is
more than three times the rate in 1970. These statistics demonstrate
graphically that West Garfield Park has both a large constituency of cli-
ents and potential employees for services to the elderly.
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West Garfield Park

Community Area 26

Median Family Income vs.
clty-wibMIciirnFuni)ylnoonw

e

Household Income Distribution

Woodstock Institute, 407 S. Dearborn, Chicago IL 60605 (312)  427-8070
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Community Area 26: West Garfield Park

Employment Status
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Residential Lending
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Woodstock Institute, 407 S. Dearborn, Chicago IL 60605 (312) 427-8070
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Other environmental considerations include natural factors like water
quality, natural barriers, climate, and so forth. Transportation might be
an issue. Severe winters may affect your customers and, thus, the plan,
Describe the natural factors that relate to your plan.

Bethel environmental considerations: CASESTUDY
Environmental factors affecting potential Senior Services clients play
an important role in the need for services. Chicago’s severe weather af-
fects the frail elderly’s ability to travel both within and outside of their
neighborhood. Drug and crime problems in West Garfield Park scare many
seniors, who are afraid to leave their homes.

In-home care requires dependable visit schedules and services. Bethel’s
desire to use local workers decreased the impact of some environmental
factors. Senior Service workers are not as dependent on public transpor-
tation and are less affected by weather conditions because they do not
have to travel long distances to reach clients.

Political factors

Political factors you want to consider include legislation, polities, pro-
grams, or other initiatives that may affect your plan. Governmental and
interest-group influence are important to consider. For example, since
US. policies on welfare programs are changing significantly, the deliv-
ery of welfare-related programs will also change. You need to know if the
local, state, and national political environment will support your activities.

Bethel political factors:
A constant political consideration is the financing Illinois budgets for
this program. Although court order prevents the elimination of funding,
the level of reimbursement could be dramatically affected by the politi-
cal situation in the state capital. If the state lowers reimbursement rates
substantially, then organizations that service the low-income senior citi-
zen may not survive. If the state’s turnaround time for reimbursement
increases significantly, that will strain the liquidity of the program. The
state’s primary incentive to keep reimbursement rates at a reasonable
level is that in-home care costs are a fraction of nursing-home care, the
only alternative for the population being served.

CASESTUDY
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CASESTUDY
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CASESTUDY

Economic factors

Your area’s economy also is very important, You will want to consider the
unemployment rate, cost-of-living index, housing costs, tax base, and
major employers and industries. Affordable housing may be a factor in
your plan. If the economy is poor, and jobless and poverty rates are high,
it may affect your plan. Describe the economic factors that relate to your
plan.

Bethel economic factors:
West Garfield Park saw significant economic decline between 1970 and
1980 (shortly before Senior Services was initiated). The unemployment
rate over this period increased 250 percent, from 8 percent to more than
20 percent, Although the population is declining, the housing stock is old
and overcrowded, with a high rate of abandonment and demolition. In
the community as a whole, almost 90 percent of households earning less
than $10,000 pay more than 35 percent of their income for rent. (See also
Demographic Data, on previous page.)

More than one-third of senior citizens in the community live at or below
the poverty line, Many more residents survive on incomes not far above
the poverty line, These people cannot afford even a modest cost for in-
home care. This means Bethel’s Senior Services program must be struc-
tured to rely predominately on payments by third parties, primarily the
state of Illinois.

Technological factors

Technologies that may affect your plan include the use of computers,
software, or machinery, For example, you may be able to provide your
product or service only because of technology that has been developed.
Technology is important as it relates to creating new products or services
or expanding market opportunities. The lack of necessary technology
also may af’fect the environment. The product or service you provide may
be necessary because the technology is not available or accessible else-
where. For example, perhaps you provide your customers access to com-
puters through renting time at a computer lab.

Bethel technological factors:
Computers play an important role in the home-health industry. They
allow for easier case tracking, billing, and record keeping. Senior Ser-
vices must operate without advanced computers because the program
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cannot afford them. The lack of sophisticated computer-tracking systems
puts Bethel at a disadvantage versus its competitors, which consist of
large, well established, for-profit companies with superior computers and
programs. In-home health care is a business in which economies of scale
play an important role. Bethel needs at least 300 clients to justify the
purchase of appropriate computer technology and tracking systems.

Cultural factors

Cultural factors include things that relate to religion, customs, morals,
values, and perceptions that affect your market. For example, if the cus-
tomers in the market area place a high value on extended-family sup-
port structures, it may affect your plan.

Bethel cultural factors:
Many residents inWest  Garfield Park have formed informal extended fami-
lies, with neighbors taking on voluntary caregiver roles for the elderly.
West Garfield Park and other African American communities express
strong preferences for caring for seniors at home and not in nursing
homes. As a result, members of the community are reluctant to place
loved ones in a nursing-home setting and are responsive to Bethel’s pro-
gram. Senior Services provides a comfortable and caring in-home option.

Industry trends

Industry analysis is the second level of market research. In this section you
will discuss the functions of non-profit service providers in your area. This
information includes non-profit trends, significant changes, and growth
areas. Describe your understanding of what is happening in your field.

Bethel industry trends:
The home-health industry is growing due to the graying of America.
People are living far longer and the baby boom generation is reaching
middle age. In-home care is a far less expensive alternative to nursing-
home care. This makes it an attractive alternative to states because of
the increasing pressures to cut Medicaid and other health budgets. It is
also more attractive to seniors and their families because in-home care
allows the elderly to remain in their homes and communities.

Serving low-income populations requires developing programs that can
be supported through Medicare or Medicaid - or funded directly through

CASESTUDY

CASESTUDY
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Because of your state programs - as potential clients cannot afford the cost of care, The

market-driven
home-health industry in Chicago is dominated by large, national, for-
profit companies. Bethel’s Senior Services program is the first non-profit,

approach, your in Chicago to enter the home-health care field.

competilion is

not limited lo Competition

ofher  non=Profif The competitive analysis includes identification of the competition, in-

orflanizafions. eluding  the products or services it provides, its strengths, and its weak-
nesses. Competition is not foreign to you: you compete for grant dollars,
donors, and volunteers. You must know what differentiates you from other
organizations or you will be accused of “duplication of services.” Because
of your market-driven approach, your competition is not limited to other
non-profit organizations. Organizations in all sectors and industries must
be considered. A table that compares your competition is an excellent
tool to get a quick snapshot of where that competition is positioned. Be-
sides factors cited in the example below, your table may also include the
length of time in business, number of employees, location, or anything
else worth comparing.

Analyzing the competition helps demonstrate gaps in services and areas
in need of improvement. State clearly what makes your products or ser-
vices unique and what advantages you have over the competition.

CASE STUDY BetheZ  competition:

Bethel Senior
Services

National Home Chore and
Care and homemaker
Quality Care services.

COMPETITION SUMMARY

Products/Service
Provided Strengths Weaknesses--

Adult day care,
chore, homemaker
services and group understanding of
activities.

Career ladder for
employees.

National health

resources and
technical skills.
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Bethel has a history and an understanding of this community an outside
company could never have. Senior Services can use this knowledge to
draw qualified caregivers and leaders from the community. This experi-
ence and Senior Services career ladder will help build a more stable work
environment leading to higher quality care. A second strength of Senior
Services is that it views clients and employees as community assets, not
simply as a way to make a profit. The program, therefore, has an interest
in connecting them to other Bethel and community programs and
initiatives.

Customer Base

In defining the customer base you will continue to narrow the perspec-
tive until you reach your target market. The geographic and demographic
description of the service area and those who will be served goes here.
For example, the market is the entire city, but the target is a neighbor-
hood area or section of town. As another example, if the primary market
is women and children, the secondary market may be minority women
and children in poverty. We return to the quantitative and qualitative
data of Chapter 3 to describe the target market.

For example, your customers may be Native American children ages 3 to
10 who live in a certain neighborhood, or single men ages 30 and older
with a high-school education and income of less than $15,000 a year.

Bethel description of typical customer: CASESTUDY
To qualify for Bethel’s Senior Services, an individual must be at least 60
years old and live in Bethel’s catchment area, the west side of Chicago.
The average Bethel Senior Services client is 75 years old and is living
below the poverty line. Most clients are female; 95 percent are African
American and have health problems.

The target market is not limited to the people served. We often serve
low-income or dependent citizens and look to a third party, such as Med-
icaid, Medicare, or other governmental assistance, for payment. The
market also may include individuals, private foundations, or other non-
profit organizations, For example, your customers might be non-profit
agencies with less than 10 employees that service senior citizens in the
inner city. Possible segmentation for this group may include the type of
organization; the demographics; the size (i.e., number of employees or
sales volume); third-party reimbursements; and fees for service.
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CASESTUDY Other Bethel markets:
The program’s potential contractors also include the Illinois Department
of Aging and the Chicago Department on Aging. Clients must be certi-
fied by these agencies as requiring home care or adult day-care services
before Senior Services can accept them into the program. Currently the
program receives funding only from the IDA. Medicaid and Medicare
could be markets if they change their billing policies and extend cover-
age to in-home care. Finally, the agencies and programs that refer cli-
ents to the service are important markets.

Bethel also sees its employees as an important market. In-home care is a
low-wage, entry-level job, and Bethel seeks to attract employees and im-
prove their capacity through offering a career ladder and training for more
advanced skills. Through partnerships with local educational institutions,
Bethel offers certified nurses-aide and other technical training.

your  exiSfing Existing customers

customers The way you communicate to existing customers is very important, This

are your best is the group that has been with you -they can and will speak about you

sales force.
to others. They know more about the organization than many others in
the community. When you introduce new products it might be beneficial
to test market them with existing customers. New products and services
can be bundled and delivered jointly, at a discounted price, to existing
customers as a benefit or incentive for long-term association with you.

An important result of marketing to existing customers is retention.
Maintaining existing customers may be a difficult job; customer service
is the key. Your marketing staffers must work with the program teams to
develop procedures that ensure effective and efficient delivery of ser-
vices. Existing customers need to know you appreciate them. One way
such customers are %ourted” in the for-profit world is through incentive
programs. For example, your organization may develop a VIP card for
customers that have been with you for a designated number of years, The
card means that customer is special and is appreciated. It develops a sense
of loyalty that is very important in maintaining your customer base.

Your existing customers are your best sales force. They testify to your
ability to provide an excellent product or service, Many new customers
come through referrals by existing ones. You may also want to develop a
formal strategy that encourages and rewards referrals, It not only brings
in new customers, but also reinforces the perception that your customers
are special and important.
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Potential customers

Potential customers are those who want a product or service you deliver
but don’t know about your organization. New customers need informa-
tion about your products or services, but most of all they need a reason to
consider your organization. For example, a potential customer of a day-
care facility doesn’t just need to know that you provide day-care services;
he or she may find it more interesting that you open at 5 A.M. or that you
take newborns. Emphasize the benefits of your organization to your po-
tential customers.

Next, determine how to get the message out. You can try to get customers
to come to you, you can go to them, or both. For-profit businesses, do this,
for example, through mailers that invite customers to come in to receive
a prize, or through telemarketing. These techniques should try to sell a
specific product or service, not the whole organization. You can introduce
other products or services once you have customers on board.

With new customers, customer service again becomes key Remember
that new customers don’t know as much about your organization and
may need extra assistance. The goal is always to maintain relationships;
you must do whatever it takes to accomplish that.

Marketing Mix

Products or services provided

Other than briefly - in the initial description of the business - this is
the first time that you actually describe, in detail, the product or service
you provide. Along with this description, you should describe units of
service available, the product or service quality, the quantity produced,
and how you plan to meet customers’ needs.

Bethel marketing mix

Products or services provided:
CASESTUDY

n Homemaker and chore services: Provides in-home assistance
including budgeting, errands, escort services, handyman ser-
vices, house cleaning, meal preparation, personal care, laun-
dry, and shopping.
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n Adult day care: Provides recreation, medical services, and su-
pervision for the frail elderly. Includes arts and crafts, coun-
seling, family-support groups, meals, nursing services, physi-
cal/occupational therapy, recreation, socialization, supervision,
and transportation.

n Group activities: Includes field trips, arts and crafts, Bible study,
and other activities.

Promotion, advertising, and public relations

Promotion includes advertising, public relations, publicity, and sales tech-
niques. The techniques you employ should be addressed in this section.
Non-profits generally understand the use of free media better than oth-
ers. You should continue to utilize press releases and other free forms of
exposure. If word of mouth is a key way your products and services will
be promoted, you should explain the word-of-mouth campaign. For ex-
ample, we expect that after the first 50 customers are served, they will
refer five people. We will provide an incentive for each referral. Other
forms of publicity include direct-mail campaigns, flyers, and newslet-
ters. There are also opportunities to produce shows or highlight events
through local-access cable channels.

You should not overlook advertising options, which should be included
as line-item expenses. For many businesses, advertising is essential for
reaching customers and expanding markets. Businesses can no longer
rely on newspapers and broadcast media to promote their products and
services.

As you develop the marketing-operations plan, consider the importance
of selling the organization as a whole. Non-profit organizations have
recently felt the sting of scandal and the scrutiny that follows. In think-
ing entrepreneurially, you must remember that appearances are often
interpreted as reality, accurately or not. You should do your best to direct
how you are perceived by customers and the community

Public-relations activities are proactive ways to build respect for your
organization. Of course, excellent delivery of the product or service is the
most important way to have good public relations. Public-relations ad-
vertising and activities only complement what you actually do, but they
are necessary and should be consistent. Very often the community hears
from a non-profit only during fundraising efforts. You build your case for
financial support as people continuously see and experience the benefits
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of your organization. Again, the use of press releases, newsletters, annual
reports, community electronic bulletin boards, and cable-access television
are just of few ways to communicate to customers and the community.

Bringing the community to your operation can also be beneficial. The
best example of this is the traditional “open house.” There are other cre-
ative ways to reach people. Door-to-door campaigns, or meetings at places
of worship, community centers, and schools are ways to reach custom-
ers, as is collaborative programming with others. The routine schedul-
ing of promotions and advertising is also important,

Bethel promotion and advertising plans: CASESTUDY
The home health-care business depends on a continued flow of referrals,
and Bethel devotes constant attention to promotion and communication
with organizations and individuals likely to produce those referrals.
Senior Services has several strategies to generate referrals. Regular con-
tact is maintained with local churches, as these organizations are most
often aware of the needs of the elderly in the community. Program staff-
ers have developed a brochure that is distributed to local organizations
and individuals. Regular open houses are held to acquaint families, so-
cial-service professionals, and others with Bethel’s Senior Services.

Distribution

Where do you distribute the product or provide the service? How does it
get to the end user? The place or distribution point is another important
factor in the marketing mix. If customers will be traveling to your loca-
tion, you will want to consider convenience, parking, visibility, accessi-
bility, zoning, security, and storage. Do you provide delivery? Is this an
outreach service? Also, describe the location’s floor plan.

Bethel distribution - how service is delivered:
A client is referred to the agency by the state, social workers, or other
Bethel programs. Clients must be certified by the state as requiring nurs-
ing-home level care. Potential clients are screened over the phone to as-
certain their eligibility for services - for example, to see whether they
live in the Senior Services catchment area. Clients must then have an
intake interview to determine their service needs and to create an indi-
vidualized case plan. These services are provided in the home by home-
health aides or at Bethel’s adult day-care center, depending on the needs
of the client.

CASESTUDY
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Price

CASESTUDY

Developing a pricing strategy can be difficult. In undertaking it, you
should consider the costs of providing the service. You must also consider
what the market will accept. What does your competition charge? Ifyour
prices are higher, you may lower them to compete unless you think custom-
ers and third-party payers would be willing to pay a premium for your
services. If your prices are lower, you may want to keep them that way to
be competitive because a price increase later may be detrimental. You
must decide if your fees will be based on full costs, or on costs minus
subsidies from other program income. Your price structure will also de-
pend on the prices set by third-party reimbursers, You also will want to
discuss your billing policies.

You may consider charging a small fee for services that have tradition-
ally been free. The charge could be monetary, barter or volunteer ex-
change.

Bethel pricing:
Senior Service’s price for service is the result of a competitive bidding
process with the Illinois Department on Aging. Bethel surveyed existing
home-health agencies to determine their fees and expenses. Senior Ser-
vices then used this information to determine a rate at which it could
underbid the competition while remaining solvent. Initially, surpluses
from other Bethel services and a bank line of credit were used to cover
Senior Services’ cash-flow problems, the result of the state’s slow (on
average, go-day)  payment cycle. Some clients are also required to pay
fees based on a sliding scale. Senior Services expects this payment to be
zero for many clients, with small copayments for others (the low
copayment is due to the high poverty levels in West Garfield Park). Se-
nior Services is also setting up a reserve fund to help cover the cost of
clients who exceed the state’s maximum payment and who cannot afford
to pay for services.

Financial

The financial section is the reality check for the plan, No matter how
detailed or articulate the plan, if the financial section does not make
sense the rest of the plan falls apart. This section includes current finan-
cial status and an expansion budget for the new operation, including
projections of revenue and expenses.
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Financial statements are management tools that help you assess the
operation. The reader of the business plan can compare current finances
to those projected. If your financial situation is good, then you can as-
sume that you have the management systems in place that nurture suc-
cess. Red flags will be raised if there are drastic changes between the old
and the new, especially if the management and marketing sections don’t
successfully show how the changes are made. For example, if payroll
doubles, the management section must clearly explain why and how new
people are to be brought on board. You will want to work closely with
your financial officer  and/or accountant in developing these sections,
which are attached as follows,

No matfer how

de/ailed or

arficulate the

plan, if the

financial section

does no! make

sense the resf of

fhe p&n falls

apart.

Current status

Your current financial situation is the starting point for the financial
section. This is important historical data, Most of you have accountants
or financial managers and the discipline to document financial transac-
tions because of your organization’s tax status and the reporting require-
ments of those who fund your operations. This puts you a step ahead of
entrepreneurs, who often have difficulty disciplining themselves to man-
age their businesses as they market them. Reports to attach in this sec-
tion are your current budget, income statements, and balance sheet.

Sources and uses of proceeds

If you will need funding to expand your operations, then you must pro-
vide information on the sources and uses of that money. The “sources
and uses of proceeds” is a summary of the funds you have to cover the
cost of the expansion and how you will use them. You will decide if start-
up costs will be funded through reserve funds, grants, loans, donations,
or a combination of these. The applications of the funds should also in-
clude a detailed list of what you will purchase. For example, the equip-
ment section could include office furniture, computer equipment, vehicles,
and so forth.

Bethel sources and uses ofproceeds to cover start-up costs: CASESTUDY
The in-home care program had relatively low start-up costs. The pri-
mary costs were the hiring of program-management staff (a program
director and assistant), initial training for home health-care aides (who
were not paid for the training period), and some equipment. Bethel itself
had ample space and office equipment for the program, so these costs
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were negligible, and were covered through our general operating sup-
port grants.

The primary financial need was working capital to support the program
while awaiting contract payments. Senior Services negotiated a $150,000
revolving line of credit from a local bank to cover expenses until reim-
bursements were received from the state (a three- to four-month process-
ing and reimbursement time). The line of credit could be drawn on up to
80 percent of receivables (a standard loan limit for receivables financ-
ing); Bethel agreed to cover any cash-flow needs beyond this level with
its own funds. After one year, the program could obtain a larger line of
credit to cover the increasing amounts owed by the state.

Since the establishment of the program the state has improved its pay-
ment system tremendously, reducing processing and payment time to
one month. The program continues to utilize a line of credit to cover that
reimbursement time, and the interest costs on the line of credit are in-
cluded in the program budget.

Expansion budget

The expansion budget is a laundry list of everything you need to get
started. This includes items that will be purchased as well as those you
own. Expansion costs generally include inventory, supplies, equipment,
real estate, building, leasehold improvements, and working capital. For
example, if a computer system is necessary for operations, then you should
list it. Start-up costs may be different than the uses of proceeds because
of what will be purchased. Everything in the expansion budget may not
need to be purchased.
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Example:

Fixtures, equipment, displays

Decorating and remodeling

$

Signs

Inventory

Deposits

Legal and professional fees

Licenses and permits

Insurance

Initial advertising and promotion

Other

Total estimated start-up costs $

Projections

The final section is your projection of what will happen financially. Many
entrepreneurs are uncomfortable with trying to predict this. You too may
be concerned. However, this is similar to your current budgeting process,
and presumably you would not have developed the plan if you did not
consider it viable.

This is not just a guess, it is an accurate assessment of what is likely to
take place given your goals. You have developed a business plan that
explains what and how the plan will be executed. The projections show
expected income and expenses (projected-income statement); and inflows
and outflows of cash (pro forma cash-flow statement).

Projected-income statement

You will be able to project income because you:

n know what product or service you will provide;
n know there is a need for the product or service;
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l understand who your customer (user and payer) is;
n understand what portion of the market you will reach; and
m know your price.

You will be able to project expenses because you:

m have a location;
q estimated your overhead and administrative costs;
I decided to rent or buy a building, so you know your lease or

mortgage rate;
n determined the costs of inventory or supplies you will need and

how often you will need them;
m described the human-resources needs and can determine pay-

roll and wages; and
l described your promotion plan and the costs of promotion.

Pro forma cash-flow statement

The Pro forma cash-flow statement is similar to the projected-income
statement. The difference is that cash flow shows the movement of cash
in the organization on a monthly basis. You will also want to display this
information by product or service. Here is one format for this information:

PRO FORMA  CASH FLOW
Bethel New Life

FOR PERIOD TO

Beginning cash balance*

Jan Feb Mar Apr May Jun Jul Aug Sep Ott  Nov Dee Total

Income**

Product or service #l

Sales
-
Grants

Fundraising

Other

Total  cash
- - -
Expenses***

Ending cash balance****
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Explanation:
The months are listed across the top. Months are especially impor-
tant in showing the cycles of cash, income, and expenses.
*

**

***

****

---

The beginning cash balance shows the cash available the be-
ginning of the month.

The income is all income that comes in for the month for each
product or service and each income category. This example shows
only one product or service. If you have more you should include
them in this format.

List all expenses. For presentation purposes, this sample doesn’t
include the list of expenses. You can use the list of sample ex-
penses given with the projected-income statement,

The ending cash balance is the difference between the total cash
and the total expenses for the month. This number is carried to
the following month as the beginning cash balance.

Other Attachments

The last section includes other documents that support your plan, for
example, promotional materials, certifications, licenses, letters of rec-
ommendation, or news clippings. Use clear notations in the plan so the
reader can easily find any documents you refer to in the text as an
appendix.
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Business Plan Worksheet

k Mission statement
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B. Statement of Purpose
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C. Organizational information

1. Legal name of organization:

2. Address of organization:

3. Legal form of organization(s):

4. Subsidiaries owned/affiliate  organizations:
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5. Organizational directors:

6. Programs, prpduct, and services description:
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w4 7. Licenses, certification, credentials, accreditation:

D. Personnel

1. Organizational chart:
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2. Job description:

3. Professional services or advisors:
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E. Market research:

1. Environment:

(a) Describe the demographic factors that relate to your
plan.

(b)  Describe the natural factors that relate to your plan.
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2. Politics: Describe the political factors that relate to your
plan.

3. Economy: Describe the economic factors that relate to your
plan.

CHAPTER 5 n The Business Plan

I!!!!4--

MODULE 3 n Community &  Economic Development 99



CHAPTER 5 m  The Business Plan

4. Technology: Describe the technological factors that relate
to your plan.

5. Culture: Describe the cultural factors that relate to your
plan.
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6 . Industry: Describe your understanding of what is happen-
ing in your field.

7.  Competition:

State clearly what makes your products or services unique
and what advantages you have over the competition.

Competition Products/Services
Provided Strengths Weaknesses
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F. Customer: Describe your typical customer,
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G. Marketing mix

1. Product

Describe in detail the product or service you provide. Along
with the product or service description, you should describe
units of service available, the product or service quality,
quantity produced, and how you plan to meet the needs of
your customers.
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2 . Promotion: Outline your advertising, public relations, and
promotion plans here.
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3. Distribution: Outline your distribution system here.
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4. Price: Describe your pricing plan.
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H. Financial

1. Current Status: Attach your current budget, income state-
ments, and balance sheet.

2. Sources and uses of proceeds:

__-
Sources

Grants ,  donations/fundraising $

Loans $

Reserve funds

Total $

M4

Uses

Building/improvements $

Equipment

Jnven tory

Working capital

Other

Total $

3. Expansion budget

Fixtures, equipment, displays $

Decorating and remodeling

Signs

Inventory

Deposits

Legal and professional fees

Licenses and permits

Insurance

Initial advertising and promotion

Other

Total estimated start-up costs $

4. Projections

Use the following format for this information. *
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PROJECTED INCOME STATEMENT
(YOUR ORGANIZATION)

FOR PERIOD TO

INCOME*_----___
Sales-
Grants

-
Donations/fundraising

-
Loans

Other:-_
TOTAL INCOME3

EXPENSES3

_-~--__-
Advertising

Automobile_----- ~-
Depreciation- - - -
Dues/subscriptions/licenses___~.___
Insurance -__--
Interest- -__-~_ _ _ _
Legal and professional

Office supplies- -
Payroll expenses_--_--~~
Rent-
Salaries

Taxes

Telephone

Travel

Utilities

Wages

0 ther:

TOTAL EXPENSES:

SURPLUS (PROFIT) OR
DEFICIT (LOSS)’

L

Product Product
or Service 1’ or Service 2

Product Product
or Service 3 or Service 4

--I---T--T-  -

-7____-- -
l-----i -
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Explanation:

1.

2 .

3 .

4.

Each product or service is listed as a header. This format al10ws
the reader to see what income, expenses, and profit are related to
the particular product or service.

The income section shows what amounts of grants, fundraising,
donations, or loans are related to the product or service.

The expense section shows which expenses are related to the prod-
uct or service.

The surplus (profit) or deficit (loss) is the difference between the
income and expenses. Some products or services may be more prof-
itable than others. The more profitable products or services may
supplement the less profitable products or services.

Use the following format for the three- to  five-year projection (next page). m
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PROJECTED INCOME STATEMENT
(YOUR ORGANIZATION)

FOR PERIOD TO

INCOME2

-
Sales

___-
Grants
-

Donations/fundraising

Loans

0 ther:-~
TOTAL INCOME3

EXPENSES3

Advertising

Automobile

Depreciation

Dues/subscriptions/licenses-.
Insurance-
Interest

_..-~--
Legal and professional-~-__
Offlice supplies

-- ~~
Payroll expenses-_____~
Rent

Salaries_---..--
Taxes

Telephone

Travel

Utilities
__-

Wages
-

Other:

TOTAL EXPENSES-__
SURPLUS (PROFIT) OR
DEFICIT (LOSS)’

-_

- ~-

--

L

Year 1’ Year 2 Year 3
--

Year 4
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Explanation:

1.

2 .

3 .

4 .

Each year of projections is listed as a header. This format allows
the reader to see what income, expenses, and profit are related to
the particular year,

The income section shows what amounts of grants, fundraising,
donations, or loans are related to the product or service.

The expense section shows which expenses are related to the prod-
uct or service.

The surplus (profit) or deficit (loss) is the difference between the
income and expenses, Some products or services may be more prof-
itable than others, The more profitable products or services may
supplement the less profitable products or services.
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(YOUR ORGANIZATION)

F O R  P E R I O D T O

Jan

Beginning cash balance*

Income**

Product or service #l

Sales

Grants
I--

Fundraising

Other

Total cash

Expenses***

Ending cash balance****

Explanation:

The months are listed across the top. Months are especially
important in showing the cycles of cash, income, and expenses.

* The beginning cash balance shows the cash available
the beginning of the month.

** The income is all income that comes in for the month
for each product or service and each income category. This
example shows only one product or service. If you have
more you should include them in this format.

*** List all expenses. For presentation purposes,
this sample doesn’t include the list of ex-
penses. You can use the list of sample expenses
given with the projected-income statement.

**** The ending cash balance is the difference
between the total cash and the total expenses
for the month. This number is carried to the
following month as the beginning cash bal-
ance.



CHAPTER 5 n The Business Plan

Additional Attachments
Here attach other documents that support your plan. For example, pro-
motional materials, certifications, licenses, letters of recommendation,
or news clippings. Use clear notations in the plan so the reader can eas-
ily find any documents you refer to in the text as an appendix.

You will need to restructure your basic grant proposal to
look and serve as a business plan: a map, subject to con-
stant revision, that will lead you to your goal,

Unlike a traditional business plan, your financial goal will
not be profitability and return on investment, but greater
self-sufficiency and less dependence on external grant
sources,

To clarify the overall vision leading to your plan, you should
write a mission statement describing your organization’s
reason for being.

You should include in your business plan details of your
organizational and personnel structure; market research;
a marketing plan to help you communicate effectively with
customers, develop promotional strategies, and outline
ways to price and deliver your goods or services; and a
financial statement.
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A OperatingYour  Business
Purpose
This chapter will give you guidelines for restructuring your organization
along entrepreneurial lines by redefining traditional management roles
and by gathering and using marketing and financial information more
efficiently.

Learning Objectives

collect customer information systematically regarding your
products and services, changing community needs, and so forth;
train your staff in information gathering as well as program
design, implementation, and innovation, with an emphasis on
each program being its own profit center;

write a program’s operational plan and budget including de-
tailed projections of goods and services delivered along with
associated expenses and revenues;
reorganize your staff, depending on their functions, to take an
active part in budget preparation, review, and monitoring;
develop systems for financial accounting, reporting, and analy-
sis; and

use computing and communications technology to your
advantage.

Overview
Older models of management structure may inhibit your non-profit from
developing its full entrepreneurial potential. You can redesign the way
your directors and staff interact to create management dynamics that
will enhance your ability to make the most of each staffer’s abilities while
remaining responsive to the changing needs of your community - both
those you serve and those who pay for those services.

Once you have finished writing your business plan it is time to put your
thoughts into action, Again, you are not redefining but rather reorganiz-
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ing your operation according to your new perspective. Your organization
is poised to be driven by your customers and community, but how do you
implement the new plan? You must operate with an eye on the mission
and customer as well as income generation, including income that may
exceed costs, There is no prescription for success, but there are basic
guidelines.

Here we share some thoughts on management, financial systems, infor-
mation systems, and marketing techniques that may help you. We recog-
nize that operations is more a function of people than form, so, rather
than provide a step-by-step formula for operating your organization, we
provide a foundation for your organization’s growth.

Responding to Your Customer
Customers are the lifeblood of any organization. Again, your customer
pool includes those who consume your services and those who fund them.
This may include private foundations, the United Way, government, in-
dividuals, institutional contributors, or third-party reimbursers. This
income is available only because you provide a product or service to these
customers. Without them, you are out of business.

In the entrepreneurial model, customers are kings and queens. Whether
they are youthful or seasoned, impoverished or well-to-do, healthy or in
need of care, homeless or housed, brilliant or mentally challenged, ser-
vice to them is the mission. In restaurants you have probably seen a note
card asking if you enjoyed the meal and the service, and soliciting com-
ments or suggestions, You must develop strategies to encourage custom-
ers to provide feedback on your organization and its products and ser-
vices, especially if conditions, needs, and demands may be changing. This
information can be obtained either through a written form completed by
the customer or through an interview, and should be used to improve the
services you provide.

Customer information must be systematically collected, recorded, ana-
lyzed, and reported. This process should be handled by staff (primarily
program stm,  volunteers, or even by customers willing to exchange la-
bor for products or services received. As information gatherers, custom-
ers are involved in one more aspect of shaping your organization’s destiny
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The Role of Program Staff

Program staffers become the important new players in the entrepreneur-
ial organization. They are the front line for information gathering about
needs in a community and about customer satisfaction.

Program staffers must be trained in program design and implementa-
tion, funding, evaluation, customer satisfaction, program modification,
and innovation. This process has to be continuous to keep up with evolv-
ing community conditions. Staffers in each program area must operate
in a mode of constant renewal.

With this in mind, staff members should operate as a team and view
each individual program as its own profit center. Program staffers should
understand the meaning of ‘non-profit” and know that funding gener-
ated for your program - through grants, contributions, and earned in-
come - must exceed the direct cost of operating the program. Why? Be-
cause the net gain or surplus from this program’s operation is used to
finance other organizational costs, as well as contribute to your reserve
fund. It is important to understand that the surplus generated from pro-
gram teams contributes greatly to defraying the costs of administrative Program stat/=
staff, capital expenses, and future activities. ers become the

The program teams must operate as “intrapreneuqn  that is, entrepre- impotiant  new
neurs working within a larger organization. To make program efforts p/avers in Ihe
more efficient and profitable, this team of intrapreneurs must be keenly
aware of budgeting, resource management, marketing, and methods for entrepreneurial

internal and external information exchange. organization.

The program staff is composed of teams that must establish clear and
measurable objectives and goals for managing the programs and resources
involved in producing, promoting, and delivering products and services.
The business plan provides a framework for guiding the organization,
but an internal operational plan and budget is key to your staff’s man-
agement success.

The program staff must collectively establish group objectives to be
reached on a quarterly and annual basis. Likewise, each program team
and individual team member sets objectives and goals for the quarter
and year. The objectives and goals are to be used as measurable perfor-
mance indicators for the overall program staff, each program team, and
each team member, This process should not occur in isolation, because it
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affects the entire organization and community. Seek input from other
staff members, directors, and community representatives.

The program’s annual operational plan and budget should outline the
overall objectives and goals of the effort. Include the clear benefits and
outcomes for both customers and community. Project how many units of
each product or service you will deliver on each day, week, month, and
quarter for the year, The plan must delineate the cost to produce and
deliver the products or services at those same intervals. Include how
much revenue will be generated; what the sources of it are; the specific
timetable for receiving it; what steps or procedures must be followed to
receive it; how much of an operational surplus or deficit is projected for
each program; how customer profiling and feedback will occur; and the
method for evaluating the program.

This plan will be your guide for evaluating the performance of a pro-
gram, product, or service on a weekly, monthly, and quarterly basis. It
will also let you know if and when to make adjustments.

The Role of Support Staff
In the entrepreneurial organization, support staffers are important con-
tributors to the overall organizational thrust. They too must possess the
drive to serve the community. They must accept the principle that the
community is empowered to direct your organization’s growth and devel-
opment.

In more traditional organizational models, administrative and support
staff are empowered by their control of information, This group can in-
clude the office manager, administrative assistants, clerks, accountant,
bookkeeper, public-relations personnel, and in some organizations, even
the facility-maintenance supervisor. Because these staffers record and
process information, advise, schedule, purchase, bill, and keep the keys
to files, doors, vehicles, buildings, and so forth, they are, in too many
cases, the self-appointed “key” staff.

In the entrepreneurial non-profit, the support staff and executive direc-
tor should back up and give technical assistance to the program group.
The idea of service to customers and community should be the driving
force. The financial manager assists with budgeting and financial-re-
source management of program activity. The marketing manager helps
with strategies for selling the program to a broader customer base, handles
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public relations for the program, and disseminates program information
internally.

The entrepreneurial organization is more efficient.  The abovementioned
functions might be completed by only one, two, or three people, as all
administrative staff must be paid from the surplus of a program budget,
Therefore, support staff  must be willing to shift responsibilities and tasks,
such as budgeting, resource management, and revenue generation, to
the program level. Support staff should provide technical assistance and
coordination rather than administration and supervision.

Support staff should develop a simple operational plan and budget that
outlines objectives for the team and for each member. This group must
coordinate with program staff and the executive director as to what sup-
port will be provided; weekly, monthly, and quarterly responsibilities;
the cost of performing these functions; and the sources of revenue that
cover them.

In the entrepreneurial model, planning becomes increasingly important
for the staff because it is an empowering technique. Staffers should con-
tinuously compare the plan to the actual performance, and, based on the
information, work to improve processes, programs, services, and outcomes.

The Executive Director

In the entrepreneurial model, the executive director should ensure that
the organization is responsive to the needs and demands of its customers
and the community. He or she must maintain a flexible organization
able to react quickly to changing conditions. The job requires an advo-
cate of continuous education and training to upgrade both the skills and
efhciency of the staff and the utilization of the latest obtainable technol-
ogy. The job requires one who creates the framework and opportunity for
team members to generate new programs, products, and services. Ulti-
mately, the executive director’s responsibility is to be the keeper of the
organization’s vision and mission.

In the old model, executive directors too often find themselves concerned
with comforting important directors or other significant citizens, cater-
ing to institutional and individual funders, and managing cash flow. They
are the eyes, ears, and mouthpiece of the organization through their in-
teraction in countless community meetings and on committees and boards.
They are also responsible for supervising and motivating the staff, as-
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sisting with the development of grant proposals, and reporting to the
board.

In the entrepreneurial model, many of the tasks formerly associated with
the executive director are shifted to other staff members who operate in
teams. The teams collect information and share it with members of the
board and other community representatives. Program innovations, in-
come generation, cash-flow management, task management, and public
relations are all functions of the team.

The entrepreneurial executive director spends more time and energy
working to empower the community, customers, and staff than solving
operational problems and raising money. He or she does have the princi-
pal responsibility of developing the annual operational plan and budget.
However, as stated, the plan and budget should be a collaborative effort.

The Board of Directors

The entrepreneurial model works to empower all of those involved in the
organization to be customer focused. The directors should ensure that
this vision is central to all policies, program efforts, personnel, and bud-
getary matters. Along with the title “director” comes the fiduciary re-
sponsibility of the organization.

However, moving from the top to the bottom of the organizational chart
means adjustments for the directors’ group beyond just a symbolic shift.
Directors must clearly understand that information flows down to them
from the community, customers, staff, and executive director. Directors
then judge whether organizational activity is consistent with the vision
and plan.

Directors should organize themselves in subcommittees to support orga-
nizational development, Options include committees for personnel poli-
ties and procedures; long-range planning; programming and product
development; marketing and customer service; finance and revenue en-
hancement; information and technology; and communications. Informa-
tion will flow from community and staff into these subcommittees.
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Financial Management

In an entrepreneurial organization people manage their own responsi-
bilities and tasks, and ensure that the organization is meeting the finan-
cial objectives set forth in the business plan. Since the business plan
projects the future of the organization for three to five years, it is impor-
tant that annual performance is consistent with long-term projections. If
it is not, then either short-term performance or long-term projections
must be adjusted.

Financial management is essential to building a customer-focused, self-
sufficient  operation. As do for-profit organizations, non-profits must also
manage by the numbers. All staff  members should understand what the
budgets and financial reports mean for the organization. Staffers must
participate in developing the annual budget for programs and functions.
On a monthly basis, they should collectively review and compare planned
revenue and expense projections to actual revenue and expenses. They
should review the cash position of the organization and discuss income-
generating and fundraising strategies as a part of regular staff meetings.

Developing the budget

Budgeting should be the responsibility of all staff members. Once a year
each group within the organization is responsible for developing its seg-
ment of the budget. This includes program teams, support staff, and fa-
cilities-maintenance groups. The executive director develops budget es-
timates for his or her office’s expenses as well as for those of the board. A
budget committee should review the budget segment with each team,
make adjustments if necessary, and merge the segments into an annual
organizati.onal  budget. Staffers should then collectively review the an-
nual organizational budget prior to its submission to the board of direc-
tors for approval. Everyone should understand that the budget is a liv-
ing document, and that it will likely be adjusted as the year progresses.

Program budget
An individual program’s budget should be based on its level of activity.
The program team must estimate how many units of a product or service
will be delivered to customers each day, week, month, quarter, and year,
You can extrapolate this from historical information. How many units
were delivered last year? Will you increase your customer base this year
and add to the units delivered? Will you deliver more or fewer units to
each customer? Are some months more active than others?
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To guess the number of customers and units to be delivered in a new
program you must rely on information gathered in developing it. You
have estimated the number of people in the area who need your new
product or service, You have identified the competition. You know ap-
proximately how often customers may consume the product or service.
Based on this information you can make an informed guess of how many
units to deliver per week, month, quarter, and year.

You must then estimate the costs to deliver the goods or services, if pos-
sible, on a weekly, monthly, quarterly, and annual basis.

Facilities budget
This budget must be developed based on information from previous years
of operation. This team should gain insight from other staff members on
whether the expected use of the facility will increase or decrease, and try
to anticipate changes in expenses. These could include building repairs,
changes in the cost of maintenance and cleaning supplies and/or con-
tractors, and replacement of furnishings or equipment.

The revenue to offset these facility costs is generated by charging the
program budgets, support-staff budgets, and the CEO’s budget a rental
fee for their space. If the facility group is unable to cover its expenses
through rental revenues a deficit occurs, You will have to cover it with
surplus revenue generated from programs, or with unrestricted funds
raised for the organization,

Executive office and directors’budget
If the executive director works directly with one or more support-staff
members, this executive team needs to develop an operating budget. The
budget should include any expenses that members of the board might
incur, such as for meetings, travel, or mailings. As with the other divi-
sions, the executive team should collaborate with other staff members to
determine the scope of activities for the organization as a whole.

Annual and even special events that are not program related can be in-
cluded in the executive-offrces  budget, but should be distinguished from
administrative and other operational expenses.

Once the executive-offices budget has been developed, you should sub-
mit it to the budget committee for review and, if necessary, modification.
The budget committee must merge the budgets from the various depart-
ments and units into a single organizational budget to be submitted to
the executive director.
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Revenue

Once the expense side of the budget is completed, you should turn to
projecting revenues for the period. In the entrepreneurial model, pro-
gram teams should be proactive about introducing new products and
services into their program mix that are delivered to the customer for a
fee. This fee could be paid by the customer or by third-party reimburse-
ment for services rendered (i.e., insurance). Beyond fee generation, more
traditional funding should be estimated.

As part of your income projections you need to estimate the amount of
funding that can be expected from traditional sources, including govern-
ment funding, foundations, donations from businesses and corporations,
the United Way, church contributions, direct solicitations, unsolicited
individual contributions, fundraising events, interest oninvestments (i.e.,
trust funds), and program loans,

Estimate the following:

Six-Month Income Projections

I N C O M E

Month Month Month Month Month Month
1 2 3 4 5 6

Earned income

Product 1

Product 2

Product 3
.-__
Service 1

.____
Service 2

Foundation grant

Public grant

Contributions

Other income

Total income

Is!!!8

MODULE 3 w Community 8 Economic Development 123



CHAPTER 6 m  Operating Your Business

you  cannot he@ The program budget is the compilation of income and expense projec-

anyone it you tions developed on a monthly basis for a 12-month period. Attach finan-
cial notes that outline the number of units delivered during the monthly

CiN’f /??ainfa!n period, the estimated cost of delivering each, and the price charged the

your own customer for delivering fee-based units.

financial Again, the program teams should collaborate with your support staff

stability. and the executive director in developing this budget. An accountant can
provide technical assistance. If program staffers  are is not familiar with
developing budgets, hold a workshop or training session utilizing the
expertise of a volunteer accountant or executive from another non-profit
organization.

Income generation

Beyond providing human-service programming, you should make efforts
to consciously generate profit through an organized standing committee.
Traditionally this fundraising has been a part of the directors’ role; it
included looking to corporations, foundations, and other capital campaigns
for sources of income. In the entrepreneurial model, it makes sense to
keep this important function, but the committee’s leadership, member-
ship, and focus needs to be revised. This committee should be spear-
headed by the finance group and should consist of community represen-
tatives, other non-profit staffers and directors, local entrepreneurs, bank-
ers, and other business and economic-development professionals. The
committee is charged to look two to three years ahead for funding sources,
profitable projects, and other resources. It works parallel to the budget-
ing process.

Accounting, financial reporting, and analysis

You do not have to be an accountant to understand accounting. If you are
involved in a community-based organization, you should understand what
the numbers mean and how to use them in decision making. The man-
agement of financial resources is critical to the success of any operation.
You cannot help anyone if you can’t maintain your own financial stability

Organizations that manage funds from various sources - sales, founda-
tions, and public and private entities - and have various programs and
expenditures must have sophisticated systems of bookkeeping. Some have
paper bookkeeping systems, with a chart of accounts, ledgers, accounts
receivable and payable books, and so forth.
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Others have made the transition to electronic or computer bookkeeping,
Many such systems are simple to use. They have preprogrammed charts
of accounts for many types of organizations, vendor lists, accounts-pay-
able and receivable systems, payroll, reports, and more. The electronic
systems have more flexibility and make it easier to create the reports
needed for financial analysis and management.

The primary financial statements used for analysis are the income state-
ment, cash-flow statement, and the balance sheet. The income statement
summarizes financial transactions, income, and expenses for an organi-
zation over a given period. The cash-flow statement illustrates the cash
position of your organization at any point in time, and the balance sheet
shows your overall financial position, If read and understood properly,
the documents should give an accurate reflection of the financial perfor-
mance and health of your organization for the given time period.

The certified public accounting (CPA) firm that audits your books annu-
ally can suggest an appropriate electronic accounting system. This should
lower the cost of maintaining good financial records and reduce the time
and resources required for the CPA firm to conduct the audit.

Monitoring income and expenses

Similar to developing the budget, monthly monitoring of income and
expenses is the responsibility of all staffers. Given that everyone took
part in developing the assumptions and numerical estimates for the
budget, collectively they must also review and analyze the actual income
and expenses against what was projected, The income statement can be
used to provide information on the organization’s income and expenses
at a given time.

One of the most important reasons for monitoring the information collec-
tively and on a monthly basis is to make decisions about programs, rev-
enue generation, and expenses with input from the entire staff. This can
result in collective strategies to increase income and reduce expenses.
Staffers can better manage resources when they understand the total
picture.

Cash management

Many organizations make the mistake of thinking their problems are
financial when they are really managerial. How you use a resource is as
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important as the resource itself. Cash management consists of arrang-
ing matters so that current liabilities are provided for as they become
due. If you don’t have cash when the bills are due, you have a crisis,

On paper, the organization might show a positive financial position, but
actual income received may be less than expenses due. This happens
more often when an organization delivers a product or service to a cus-
tomer in advance of payment. The delay in payment can cause a weak-
ness in your organization’s cash position.

Therefore, the cash position of your organization must constantly be
monitored to avoid problems from lack of cash. For example, payroll can
be an issue for some for-profits as well as non-profit organizations, be-
cause it is usually the single largest expense for the organization and
the one given top priority. It can create a cash crisis that affects the
organization’s ability to pay other expenses.

To avoid a cash crisis you must determine how much cash your organiza-
tion needs for its normal operations and plan accordingly. You can create
a cash-reserve fund to help handle this problem; you use the fund as work-
ing capital because of the scheduled lag in your accounts receivable.

Again, it is critical that you apprise staff and directors of the cash posi-
tion of the organization on a regular basis. You need a team effort to
work through these organizational issues.

Financial position

The balance sheet provides a snapshot of your financial position at a
given time. The balance sheet uses the fundamental rule of accounting:
Assets = Liabilities + Equity. Assets are all the things you own; liabilities
are what you owe. Equity is what the organization is worth. As you work
toward self-sufficiency, your worth, or equity, is very important. The ac-
cumulation of assets is another way you invest in the community. In this
context, the community’s ownership of your organization expands be-
yond participation and collaboration. The accumulation of assets is just
one way your non-profit physically puts stakes in the community.

There may be cases in which your organization receives large sums of
cash. You should invest that cash in short-term financial instruments to
earn interest that will add to your asset base. For example, if your orga-
nization receives a grant that covers a program to be implemented over
a 12-month  period, it would be in your best interest to put some of the
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funds in a three- or six-month certificate of deposit to generate interest
income. Organizations have even hired money managers to find the best
instruments to earn short-term interest income with a low amount of
risk.

As with all the other financial considerations, the financial position is
important to share with the staff, executive director, and directors. The
balance sheet, more than the other reports, is important to share with
customers, the community, and funders. For these groups, your
organization’s longevity and health are key. The balance sheet is the
best way to report this information.

The bottom line of the non-profit organization is not unlike the bottom
line of the for-profit business. In both cases, financial health and stabil-
ity determine ability to provide the products and services sold to custom-
ers. Finance is only one indicator of success, In order to help all areas of
the organization be successful, staffers can better manage operations
when they understand and help plan the entire financial situation.

Information Management Systems

Information is power. In order to use it effectively you must collect and
organize data to manage your organization into the future. This can in-
clude altering the programs, products, and services you sell and deliver;
creating new ones or eliminating those that are not as successful; telling
your story; raising funds; and cutting costs and becoming more efficient.

Throughout this process we have stressed the importance of data collec-
tion and analysis. Once you have collected the data you can process and
use it to make decisions. Information managers are the “keepers of the
data.” In the old non-profit model, this group either did not exist or was
less relevant. In the entrepreneurial model, the management-informa-
tion systems (MIS) team is crucial to your organization’s success. It helps
collect, organize, manipulate, and process information, and recommends
the software and systems necessary to do so.

Because of technology you can access information more easily. Word-pro-
cessing systems, spreadsheets, and databases are all used to help main-
tain and manipulate data. Important data to collect, maintain, analyze
and utilize include traditional financial information as well as market-
ing data such as customer, demographic, industry, and environmental
statistics.
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Using the technology

With computers, facsimile machines, modems, scanners, and so forth,
organizations are better equipped to operate effectively. With desktop
publishing systems and presentation software, you can lower the costs of
design and layout for materials. Database programs work as electronic
filing cabinets. Spreadsheets and word-processing programs allow you
to create professional documents and reports,

The technology also facilitates communication, Internally, your organi-
zation can utilize an electronic local area network (LAN) system to share
software, transfer files, and send messages through electronic mail. You
can also use electronic methods to communicate with the outside. Access
to community electronic bulletin boards, the Internet, the World Wide
Web, and other commercial electronic communication and information
providers may be critical to the success of your organization. Informa-
tion managers facilitate this process; you can also hire outside contrac-
tors for consultation.

Administration

In the entrepreneurial model, traditional administration activities can
be spread to the functional areas with help from the MIS group. Techno-
logical advances reduce the need to duplicate efforts or maintain a “pa-
per trail,” and help all staff members administer their own programs.

For example, a programming team inputs data on an electronic customer-
service form. At the end of a service period (e.g., one month) the finance
department pulls up the cumulative activity information and invoices
the appropriate funding source, individual, or institutional. The mar-
keting group reviews this data to identify market trends and sales activ-
ity, or to create customer-survey instruments.

If staff members need to order supplies, inventory, or equipment, they
can complete an electronic purchase-requisition form that is forwarded
to the finance group for processing. Included in finance’s processing will
be the executive director’s approval or disapproval of requisitions; this
too occurs electronically. Once approved, the finance group completes
the purchasing and payment process. The MIS group maintains the sys-
tems so the flow of information is smooth and data is properly backed up
and stored.
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Collaboration

In the entrepreneurial organization, true cooperation and partnering must
exist among all functional areas. It is critical that program managers
and information managers work together in new-program development.
If you are interested in providing meals to seniors, for example, collect
client names, menus, and suppliers. The information manager can then
help develop a database to store this information for reports on the num-
ber served, the demographics of the customers, the amount of food used,
the actual versus budgeted expenses, waste, and so forth. At the stroke
of a key the program manager can know the status of the program and
report it. By collaborating with other areas, the MIS group can thus effec-
tively support your organization’s needs for information and management.

Funders

In your business plan you should document current and potential funders.
Funders are customers; they should be courted and recruited. Create a
plan to develop and maintain a relationship with them, and continu-
ously send them information on your programming, even on efforts they
have not funded. Request information about other successful projects
they have funded. Make them aware of your efforts to diversify your
revenues by introducing new fee-for-service products. It helps if they hear
from others about your presence and positive work in the community.

Funders traditionally receive a good deal of information from an organi-
zation because they ask for it. They want to see your organization’s his-
tory, annual reports, budget, organizational structure, and program goals.
In some cases gathering that information is difficult. Excuses range from,
“It has to be created” to “It hasn’t been updated,” to “I don’t know where
it is.” You don’t want to lose an opportunity for funding because you
couldn’t complete the application. The marketing or development staff
should develop a packet that contains the standard information requested
by funders including a fact sheet, press clips, brochures, thank-you let-
ters, fliers, and other items that may be of interest. This packet should
be updated regularly.
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Conclusion

Non-profit organizations must be driven by the customers and commu-
nities they serve. The board of directors and staff must look to continu-
ous planning and information sharing as tools for guiding daily, weekly,
monthly, quarterly, annual, and multiyear activities. Operate with an
eye on the mission and customer, as well as income generation, profits,
and assets accumulation. This focus will help your organization become
more self-sufficient.

The traditional roles of the directors, executive director, and staff must
change. Information is empowering to all who are involved with the or-
ganization, including the community. Non-profit organizations must
improve the flow of information throughout the organization and com-
muni ty.

Non-profits must do a better job at collecting and organizing data and
using it to manage the organization into the future. Use the data to guide
programs, products, and services, to be creative with program develop-
ment and reduce inefficiency, and to tell your story and develop funding.

Gathering and disseminating information is the key to the success of the
entrepreneurial organizational model. When the community, customers,
directors, and staff are empowered with equal access to information,
everyone can make more informed and efficient decisions about creating
healthier communities.

+ Customers are the lifeblood of any organization. You need
to find ongoing ways to assess and respond to them.

+ Program staffers are the front line for information about
community needs and customer satisfaction.

+ Staffers should operate as a team and view each program
as its own profit center.

+ The executive director must maintain a flexible organiza-
tion that is poised to respond to the demands of its cus-
tomers and the community.
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The board of directors should ensure that the organiza-
tion is customer focused and accountable to the commu-
nity in terms of policies, programs, personnel, and finance.

All staff members should work together to develop and
adhere to the budget.

You must develop systems for financial management and
analysis. Cash-flow management is particularly important.

You can use computers and related communications tech-
nology to lower your expenses while enhancing your in-
formational capacities and producing professional publi-
cations and promotional materials.
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Planning for theA Future: Managed Care

Purpose
What does managed care mean for community-based organizations? What
should you expect for the future, and what should you be doing now to
prepare for managed care? This chapter focuses on the impact managed
care will have on the health care funding and delivery system and what
it means for community-based organizations. Changes in financing
mechanisms may threaten the very existence of many nonprofit organi-
zations - organizations which serve as crucial community anchors. This
chapter offers strategies for community-based organizations determined
not just to survive, but to prevail.

Learning Objectives: .
You will:

n increase you understanding of how managed care is impacting
healthcare delivery systems;

n understand how managed care will impact community-based
organizations; and

B explore strategies that will position your organization to sur-
vive in a managed care reimbursement environment.

Overview
Despite its 60 year history, managed care as a business is still in its
adolescence. After a lengthy period in the shadows of “fee for service”
and indemnity insurance, managed care plans have emerged in the mid
nineties as the dominant force in American health care financing. Given
what we already know about maturing industries, we can be sure that
managed care will evolve as it solidifies its position as the organizing
template of American health care payment.

However health reform ultimately plays out, those who pay for care (gov-
ernment and employers) are shifting significant responsibility for man-
aging future costs onto private health plans. Health plans will, in turn,
shift both cost and responsibility for future health care expenditures onto
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providers through fured-price or capitated  contracts, as well as onto pa-
tients and subscribers through increased cost-sharing.

For both employers and the government, this shift  represents a change
in benefits philosophy from an open-ended “service benefit” approach to
health coverage, to a “defined contribution” approach embodied in man-
aged care entities such as health maintenance organizations (HMOs).
As managed care evolves, HI’vIOs will be forced increasingly to demon-
strate not only qualitative improvement in the care rendered to patients,
but actual improvements in their health.

Why Is Managed Care Evolving?

Managed care is evolving because the purchasers of health care think
we are spending too much money on health care. Who are the purchas-
ers of health care? Basically, there are two groups. One is the govern-
ment, through Medicaid and Medicare, and through the coverage pro-
vided to federal employees and people in the military, the government
provides funding for about half of the health care in this country. After
the federal government, the second major purchaser is private business.
If you’re not on a government program, and you have health insurance,
chances are it is paid primarily by your employer. And employers are
saying they are being forced to spend too much money on health care.

Between 1960 and today, the percentage of the gross domestic product
that we spend on health care has gone up by about two and a half times.
In this country, we spend about twice the percentage of Gross Domestic
Product (GDP) on health care as the Japanese or British spend.

The growth in Medicaid spending form 1970 to 1995 has grown 15% per
year. This means we are spending 33 times as much in 1995 as we spent
in 1970. In 1970, Medicaid was 4% of the average state budget. In 1995,
it was approximately 22%.

Both government and private business are saying “we cannot afford health
care costs to keep going up as fast as they have.” Even though legislative
health reform failed at the national level, health reform is continuing.

Currently purchasers of health care are pursuing three strategies to re-
duce spending. One strategy is to create market power to reduce the
income of providers. A second strategy is to control access to care and
third is to force greater efficiency in the delivery of care, so that you-
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spend less without reducing the quantity of care, or sacrificing the qual-
ity of care. Purchasers are trying to create a system that creates incen-
tives for all of these things to happen and they are primarily happening
in the context of managed care,

Managed care is a concept that makes sense in terms of delivering good
health care. However, the reason managed care has taken off is not be-
cause it is a good way of delivering health care, but because it is an
effective way to control healthcare costs.

Under managed care, purchasers of health care pay a flat fee that fully
pays for all health care services, no matter which services a particular
patient actually requires. Such a flat fee creates an incentive against
excessive spending. Because if you as a provider spend more, you don’t
get anymore money. So a flat fee, on what is called a “capitated basis,” of
perhaps $100 per member per month, is an incentive to control costs, In
addition, purchasers limit access only to certain providers. If you’re in a
managed care system, you can’t go to any doctor you choose. Lastly, pur-
chasers create a gatekeeper function so that there is a review of the need
for services, and in particular, speciality services.

In short, we are seeing a move toward managed care because purchasers
believe they can save money, and insurers and providers believe they
can earn profits. Even patient populations that insurance companies and
providers have traditionally avoided such as Medicaid and Medicare
patients are suddenly attractive. So now, in addition to having to be a
provider of health services, hospitals, physicians and other providers also
have to possess the business expertise to assume and manage the finan-
cial risk of taking capitated payments.

How Will Managed Care Impact Your
Organization?

Every aspect of health care today revolves around %osV  or “cost control.”
This is a national issue and will not go away any time soon. Throughout
the country, there is a rapid movement, on both coasts, and in places like
Minneapolis into managed care plans. The traditional patients of the
non-profit, community-based organization, the poor and the elderly are
being forced into managed care plans.
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As managed care plans take over the care of these patients, they are
looking to reduce costs in providing care to those patients. Community-
based organizations generally provide specialized services for a specific
population or specific disease or for a specific set of circumstances. Man-
aged care plans won’t pay for such specialty services, and unless you
have another flow of money, you may not be able to make it. People en-
rolled in managed care plans are not likely to use the services of commu-
nity-based organizations, although they may have used them in the past.
This change is one of the ways in which many plans have reduced cost,
because many of the services, especially mental health services, were
provided by community-based organizations,

The grim reality is that as a community-based organization you will need
to look at your internal cost structure and how you operate, and begin
the process of looking at your organization from the point of view of effr-
ciency, cost savings, and cost reduction.

Second, you must look at providing the value of what you do. Not anec-
dotally,  but with dollars and cents, and with specific data, By looking at
the offset costs for what you do, you can improve the economic value of
what you do, such as decreasing hospitalization, reducing doctor ofice
visits, getting people back to work faster, making them more productive,
reducing workers’ compensation costs and reducing nursing home costs.

Third, look at your political base of support, and manage it; to do so you
have to come together as community-based organizations. This must be
done at both the state and the federal levels.

As a community-based organizations you will have to show managed
care providers that you can provide services to a defined population or to
a group, better than anyone else can. When you are able to do this, man-
aged care organizations will be more likely to contract with you.

Eights Points to Consider

1)  Unless community-based organizations think strategically, and
develop new ways of working, thinking and planning, long term
sustainability is at risk.

2) The implications of Medicaid managed care are not limited to cur-
rent populations. There is intent to expand Medicaid to a broader
population, But whatever relationships get formed, or whatever
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populations get served under this Medicaid expansion, and what-
ever partnership HMOs and large providers make with commu-
nity-based organizations, will not, over time, be limited to the
Medicaid population. If you are successful in this type of partner-
ship, it can expand beyond the Medicaid population to include
other populations that the HMOs serve. You must think beyond
the Medicaid population. Think Big!

3) “Lone Rangers” will have no advantage in a managed care envi-
ronment. Strategic partnerships and collaborations are very im-
portant. If you think only about what you need to do in the next
year or two to survive, you may not survive beyond that. If you
don’t think about prevailing as a strategic notion, then you al-
ready may be losing ground. Strategic partnerships and strategic
consolidations will involve give and take. It can’t be, “I’m going to
offer you an expertise I have, in exchange for the dollars you give
me.” The exchange will have to be much more substantive: “I’m
going to offer you the skill that I have in allowing you to fulfill
your mandate, to serve this population, and you in turn are going
to provide me with x, y and z,~ whatever “thatn might be, based
upon your philosophy or need.

4) There will only be so many successful players. You will have to
come to terms with the fact, that as these partnerships get formed,
as considerations of cost effectiveness and efficiency become much
more prominent, there are certain agencies and certain individu-
als who are not going to be able to play the game. To be a player in
this game, a community-based organization needs to have a num-
ber of characteristics to have a competitive advantage. One way
might be to calculate the risk you might have to assume for a cer-
tain segment of the population, and have a delivery system in place
that you can market to an HMO. Your service may need to be more
comprehensive, part of a whole benefit package.

5) You must have “cultural competence”. This is very important be-
cause cultural competence is a critical piece of a successful man-
aged care implementation, First, it’s required for Medicaid con-
tracts. Second, as our communities become more diverse, in order
to be competitive in the marketplace community-based organiza-
tions will need to demonstrate and maintain cultural competence
within the context of a paying population you may want to attract.

6) Having technological competence will be very important to your
long term sustainability. In order to meet the demand for efficient
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provision of care, you are going to have to set up, implement, un-
derstand and make use of an information system that serves a
number of purposes: cost effectiveness, fiscal soundness, outcomes
issues, patient satisfaction issues, and quality of care. As a result,
an information system that does more than billing is a very im-
portant investment. Another component of technological compe-
tence involves communications. The ability to communicate back
and forth with different providers in remote locations’is going to
be increasingly important in the context of a larger, consolidated
delivery system. Technological competence will also allow you to
document cost, not just spending. You will be able to asses how
much it costs you to provide a service to a patient, in order, then,
to convince HMOs and large players that you are not more expen-
sive than the hospital or someone else. And if you are more expen-
sive, it for a specific reason and its associated cost. It’s not just
because you have a poor population. As studies have shown, the
cost of providing care to poor people is not necessarily higher.

7) You can no longer go about your business without understanding
the political environment in which we provide care for our pa-
tients. Political and policy competence is important because if you
don’t understand regulatory issues, it doesn’t bode well for your
ability to affect the environment to your advantage. Good advo-
cacy involves policy analysis; it involves political action on a larger
scale, and involves coalitions and networking with those who have
similar interests. Competence in policy development, not just ad-
vocacy, is very important.

8) In order to make all of the above work principles work in a man-
aged care environment it is important to think about the follow-
ing four elements.

m The first element is the need for a solid database. You need to
know who you are serving. Needs assessment, a strong empiri-
cal, scientific and statistical database about who you serve, and
what you do for the patient population that your serve, are
very important.

n A second element is strong ties to community institutions, and
a working knowledge of community social and cultural norms.
Such knowledge can make a health care system much more
responsive and successful in meeting the needs of majority/
minority communities.
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I A third element is involvement of the community in planning,
implementation, and governance. This is where advocacy, po-
litical activism, and policy competence become very important,
If integrated health systems are going to respond, they need to
involve the community.

n The fourth element requires consistent and appropriate evalu-
ation feedback mechanisms in place. This assures that the or-
ganization will be responsive and dynamic with regard to the
changing demographics of its constituents. This evaluation uses
culturally appropriate surveys and feedback mechanisms.

What Does This Mean For You?

As you develop your business and strategic plans, you will need to take
into account that there is a good chance that managed care will impact
your community-based organization at some point in the future. There-
fore, it is important to identify your niche, hone that niche, strengthen
it, advocate for it, market it, in order to be successful. You will have to
fully evaluate, document and fully understand what you will do differ-
ently to exist in this new environment. You will need to develop and
follow the strategies that will assure you a containing, ongoing place in
the environment, regardless of whether it’s managed care today or single
payer in the future.

+ The changes in health care financing principles and prac-
tices will impact all of health care systems’ major players
- physicians, hospitals and insurers.

+ Community-based organizations may be negatively im-
pacted by managed care unless they begin planning for
the future now.

+ Community-based organizations will need to look at their
internal cost structures, operations, and begin looking at
the organization from the point of view of efficiency, cost
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savings and cost reduction in order to compete in the
managed care market.

Strategic partnerships and collaborations involving sub-
stantive exchanges will be very important in a managed
care environment.

Community-based organizations will have to show man-
aged care providers that they can provide services to a
defined population, better than anyone else can.

In order to be successful in a managed care environment
community-based organizations will require: 1) cultural
competence; 2) technological competence; and 3) policy
competence.
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A Conclusion

T he key to building sustainable community-based organizations is in
developing capacity within the organization and the community.

Grant funding, dependence on external sources of expertise and aid,
cannot, in the long run, guarantee a thriving organization. However, by
investing in strong business principles, entrepreneurial service ventures
and cultivating the assets of the community, there is a good chance you
will not only survive but prosper.

Most of the materials in this manual have been designed to help you to
assess and capitalize on the value you offer to your community and local
economy. It aims to broaden the outlook of human service providers by
introducing strategies and techniques that encompass key economic
principles.

Becoming economically sustainable requires rethinking how you see your
organization and the services you provide. It forces you to stretch your
thinking and look beyond what your are currently doing and establish
achievable priorities that are consistent with your other goals. Human
service organizations need to develop the skills to turn an increasingly
competitive fiscal environment to their advantage. Among the most prac-
tical ways to achieve this is be redesigning programs to interact with
private-sector funding sources in a developmental capacity Organiza-
tions must wean themselves from traditional public and private-sector
funding as those sources dry up, and take aggressive action to improve
their own positions while benefiting their communities.

To survive and prosper you will need to create expanding opportunities
for self-sufficiency, both within your organization and for those your serve.
In order to do this, it will require movement into a more dynamic, entre-
prene.urial  stance, it is essential that you have a clear grasp of your
organization’s strengths and weaknesses and build consensus within to
make the changes you agree on.

It is essential to plan your transition into the marketplace in terms of
sound business practices, These include a thorough look at the nature of
what you do; who receives and pays for your services, who your competi-
tors are and how to use demographic and market research to determine
available opportunities and how to make the most of them.
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Once you have determined what services you provide and to whom, it’s
essential to quantify your research in a business plan that clarifies and
solidifies your aims by examining all aspects of the changes your organi-
zation may make, This involves revisiting the mission of the organiza-
tion and further analyzing the population (or customer base) in the com-
munity (market area), learning what opportunities exist for program
(product or service) delivery, and determining what fees or sources of
revenue (income) are available to pay for services.

Traditional models of management structure may inhibit your non-profit
from developing its full entrepreneurial potential. You can redesign the
way your directors and staB interact to create management dynamics
that will enhance your ability to make the most of each staffer’s abilities
while remaining responsive to the changing needs of your community -
both those you serve and those who pay for those services.

Community-based organizations will need to look into the future to as-
sess long term sustainability. Changes in financing mechanisms may
threaten the very existence of many nonprofit organizations. Under
managed care community-based organizations will need to look at inter-
nal and external operating costs, and begin the process of looking at
your organization form the point of view of efficiency, cost savings and
cost reduction. As a community-based organizations you will need to show
managed care providers that you can provide services to a defined popu-
lation or to a group, better than anyone else can.

You will find that by developing more comprehensive services, partnering
with others, assessing the capacities and assets of other individuals and
organizations in the community, and planning strategically into the fu-
ture your community organization will not only survive but prevail.

Conclusion:
Written by: Susanna  Trasolini,  Ph.D. Project Director, The Healthcare
Forum, 425 Market Street, 16th Floor, San Francisco, CA 94105
(415)  356-4300
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A Resources
Community Health Funding Report

A bimonthly newsletter on public and private funding and federal legisla-
tion, is published by CD Publications-8204 Fenton Street, Silver Spring,
MD 20910 (301)  588-6380. $249 for a one year subscription.

Community Job Initiatives: Readiness, Training, Creation and Retention.
By Alice Shabecoff.  16 pages. WinterlSpringAleti 1993. Published and avail-
able from the Community Information Exchange. $7.00.

Emily George Fund-Mercy Health Services
The Fund, sponsored by the Catholic nonprofit Mercy Health Services, pro-
vides start-up funds for innovative projects that address unmet needs, in-
cluding health, for populations at risk. 34605 12 Mile Road, Farmington
Hills, MI 48331. (313)  489-6774.

Federal Home Loan Banks-Community Investment Program
The CIP program provides loans and grants through banks that are mem-
bers of the Home Loan Bank System to community-based economic devel-
opment projects. Including health care initiatives. Application is through
one’s bank. Ten regional offices.

The Future of the Allied Health Force.
Papers from a symposium with suggestion about how to adapt a workforce
to the changing health care system. 127 pages. 1995. Published by and
available from the Pew Health Professions Commission,. 1388 Sutter Street,
Suite 805, Campus Box 1242, San Francisco, CA 94109. (415)  476-8181.
$12.00.

Getting Connected: How to find Out About Groups and Organizations
in Your Neighborhood,

A guide to inventorying local associations is available from the Department
of Publications, Center for Urban mairs and Policy Research, Northwest-
em University, 2040 Sheridan Road, Evanston, Illinois 60208-4100 for $3.00.

The Gift of Hospitality: Opening the Doors of Community Life to People
with Disabilities.

Available from the Department of Publications, Center for Urban mairs
and Policy Research, Northwestern University, 2040 Sheridan Road,
Evanston, Illinois 60208-4100 for $4.00. Spanish language edition, $4.00.



RESOURCES

Government Spending For the Poor In Cook County, Illinois: Can We
Do Better?

This study documents this pattern of expenditures and recommends alter-
natives. Written by Diane Kallenback and Arthur Lyons, it is available from
the Department of Publications, Center for Urban Affairs and Policy Re-
search, Northwestern University, 2040 Sheridan Road, Evanston, Illinois
602084100 for $7.00.

Human Services: An Economic Development Opportunity.
By Thomas Rhodenbaugh. A primer on turning human services into com-
munity economic revitalization opportunities. 136 pages. 1992. Published
and available from the National Congress for Community Economic Devel-
opment, 1875 Connecticut Ave. NW, Suite 524, Washington, D.C. 20009.
(202)  234-5009 for $28.00.

Models That Work.
A compendium of brief descriptions of programs that improve primary health
care for poor and vulnerable populations. PSA and Associates, 8180 Greens-
boro Dr. Suite 1050, McLean, VA 22102. (7031442-9824.

A Primer For a School’6 Participation in the Development of Its Local
Community.

A short pamphlet which describes more than 30 educationally sound ideas
for involving the local school in community development. It is available fro
the Department of Publications, Center for Urban Atrairs and Policy Re-
search, Northwestern University, 2040 Sheridan Road, Evanston, Illinois
60208-4100 for $1.00.

Community Development Resources

You can contact the following organizations for assistance.

ACCION International
120 Beacon Street
Somerville, MA 02143
(617) 492-4930

This private non-profit organization fights poverty and hunger by encour-
aging the economic self-reliance of impoverished working people in the
Americas. ACCION provides credit, serves as a liaison between sources of
capital and low-income entrepreneurs, and offers basic business training
for the self-employed. In partnership with the Jacobs Family Foundation,
ACCION is embarking on a national initiative to demonstrate that a pri-
vate-sector approach that builds self-reliance can enable low-income U.S.
communities to become financially independent.
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Center for Community Change
1000 Wisconsin Avenue NW
Washington, DC 20007
(202)  342-0519

The center’s work is helping grassroots leaders build strong community-
based organizations. It provides support and assistance to organizations
serving low-income communities to help them get started, develop effective
boards, raise money, organize, set objectives, devise strategies, start busi-
nesses, win issue campaigns, build housing, and develop a stronger economy.
The CCC has a quarterly publication,

Center for Organizational and Community Development
Room 377, Hills  South
University of Massachusetts
Amherst, MA 01003
(4 13) 545-2038

COCD is a non-profit community-education center run by the School of
Education at the University of Massachusetts at Amherst. It provides train-
ing, technical assistance, and consultation to citizen and community groups,
non-profit organizations, and government agencies throughout the nation.
Published resource manuals are available.

Chamber6 of Commerce
(see directory for local address and phone)
The U.S. Chamber of Commerce
1615 H. Street NW
Washington, DC 20062
(202) 659-6000

Almost every community with a population greater than 500 has a cham-
ber of commerce. Resources vary, but most have a “starting your own busi-
ness guide” with regional information on obtaining a business license, taxes,
local and state regulations, insurance, personnel, analyses, record keep-
ing, and advertising.

Community Information Exchange
1029 Vermont Avenue NW, suite 710
Washington, DC 20005
(202) 628-2981

This national non-profit membership organization is dedicated to provid-
ing urban and rural areas information to successfully revitalize their com-
munities. Topics include affordable housing, community organization and
advocacy, economic development, substance abuse, employment and job
training, rural development, and crime prevention. Subscribers receive
timely knowledge through publications as well as computerized informa-
tion regarding public- and private-sector funding announcements, reviews
of recent publications, and strategy regarding community economic devel-
opment. Members have access to five databases and seven electronic bulle-
tin boards regarding innovative and replicable strategies and identifying
technical-assistance providers. There is a yearly fee ($65)  and modest charges
for customized research and access to databases via modem.
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Ecumenical Resource Consultants
P.O. Box 21385
Washington, DC 2ooO9-0885
(202) 328-9517

With a focus on church-related nonprofits and community-based organiza-
tions, ERC publishes a monthly update on grants, loans, conferences, pro-
grams, research, and other resources in a range of fields including eco-
nomic development, aging, youth, the environment, arts, education, health,
housing, and others, It also publishes a housing and community-develop-
ment quarterly and other resources.

The Foundation Center
79 Fifth Avenue
New York, NY 10003-3076
(212) 620-4230

The center disseminates information on foundation and corporate giving
through national collections in New York and Washington, DC, field offices
in Atlanta, Cleveland, and San Francisco, and a network of some 200 coop-
erating libraries in all 50 states and abroad. Through these library collec-
tions, grant seekers have free access to core center publications plus a wide
range of books, periodicals, and research documents relating to founda-
tions and philanthopy. The center sells its publications and has an on-line
information service.

Independent Community Consultants
F’.O. Box 141
Hampton, AR 71744
(501) 798-4510

This non-profit consulting and publishing firm provides planning, research,
needs assessment, resource development, management consulting, train-
ing and facilitation, conflict resolution, and publishing services to domestic
and international organizations.

Institute for Community Economic6 Inc.
57 School Street
Springfield, MA 01105-1331
(4 13)  746.8660

This non-profit works nationally providing technical and organizational
assistance and low-cost financing to community-based groups. It is particu-
larly concerned with the problems of low-income communities suffering from
limited access to land, housing and capital. ICE operates a revolving loan
fund to aid community-based, non-profit organizations and worker-owned
businesses, and acts as a clearinghouse for technical information.

Local Enterprise Assistance Fund
LEAF provides subordinated, unsecured loans to community-based and
worker-owned business, its Health Care Lending Imitative focuses on health
service companies under worker ownership. 20 Park Plaza, Suite 1127,
Boston, MA 02116. (617)  542-5363.
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National Association of Community Development Loan Funds
924 Cherry Street
Philadelphia, PA 19107-2405
(216) 923.4754

This national community-development financial intermediary’s 43 member
funds provide capital to community-based organizations in urban and N-
ral communities throughout the United States for economic, social, and
political justice. Its members manage over $144 million in capital from in-
dividual and institutional investors. Community-development loan funds
have loaned more than $193 million, which has leveraged $1.7 billion in
public and private capital to finance over 43,000 housing units and create
6,300 jobs for poor Americans. Member funds established the association to
develop an industry of effective community-centered financial institutions
that combine social and economic justice with solid business performance.
The association operates evaluation, training, financial service, and public-
education programs.

National Center for Neighborhood Enterprise
1367 Connecticut Avenue NW
Washington, DC 20036
(202) 331-1103

This membership organization provides technical and financial assistance
to self-help strategies and projects, highlighting “what works,” networking
corporate America with “neighborhood executives,” and representing low-
income people in the social-policy debate. Issue focus is economic develop-
ment, family preservation, crime prevention, and education.

National Congress for Community Economic Development
1875 Connecticut Avenue NW, suite 524
Washington, D.C. 20009
(202) 234-5009

This is a membership association of organizations engaged in the economic
revitalization of distressed communities through housing rehabilitation and
real-estate development, industrial and small-business development, and
employment-generation activities. Founded in 1970 by a group of commu-
nity-based development organizations that were funded under federal an-
tipoverty legislation, the NCCED encourages and supports its members’
efforts through advocacy, research and special projects, publications, train-
ing, fundraising, and technical assistance. Its mission is to ensure that all
of the resources required for effective economic development are identified,
developed, and made available to low-income and moderate-income urban
and rural communities,

National Economic Development and Law Center
2201 Broadway, suite 816
Oakland, CA 94612
(510) 251-2600

The center is a technical-assistance institution that applies legal and plan-
ning expertise to the challenge of improving the economic and social condi-
tion of disadvantaged communities. Working with public interest and pro
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bono private attorneys, the center serves as a legal-services support center
that assists local groups in planning and development of service ventures
including child care, elderly care, and primary health-care delivery. The
center has a newsletter, extensive publications, and handbooks.

National Training and Information Center
110 N. Milwaukee Ave.
Chicago, IL 60622
(312) 243.3035

This non-profit resource center provides training and technical assistance
on a variety of subjects -  from how to build a strong neighborhood group
to tested strategies for negotiating Community ReinvestmentAct  funds from
your local bank, accessing asset-forfeiture funds to fight drugs and crime,
and making the federal Community Housing Affordability Strategy work for
your community. Government Assistance.

NCB Development Corporation
For cooperatives, CBDOs  and other community-based groups, NCBDC lends
for working capital, equipment leasing and purchase, predevelopment and
permanent financing and leasehold improvements. Also provides Business
Planning Advances, which are loans with flexible terms toward planning
and start-up, such as market feasibility studies. 1401 I Street NW, Wash-
ington, D.C. 20005. (202) 336-7700.

Orca Knowledge Systems
P.O. Box 280
San Anselmo, CA 94979
(800) 86%ORCA (868-0772)

ORCA sells directories on disk (DOS, Macintosh,  and Windows) listing fund-
ing sources for foundations, corporations, and federal assistance. Users may
search by key word or phrase.

Small Towns Institute
Third and Poplar Street
P.O. Box 517
Ellensburg, WA 98926
(509)  925-1830

This membership organization is dedicated to helping a national network
of active small-town leaders, community-development professionals, and
government representatives explore new ideas, evaluate the effectiveness
of working programs, and share possibilities to improve the economic well-
being and quality of life in small towns. A bimonthly magazine features
case studies, reviews, and reports, and promotes networking among mem-
bers in need of assistance.
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The Society for Nonprofit Organizations
6314 Odana Road, Suite 1
Madison, WI 63719
(800) 424-7367

This membership organization provides training and technical assistance
in all aspects of non-profit management and development, including mar-
keting organizations as an enterprise, managed care for human-service
providers, and public-purpose marketing. Members may also take advan-
tage of resource guides and group-purchase discounts.

Small Business Development Center Program
U.S. Small Business Administration
409 Third Street S.W.
Washington, DC 20416
(800) 8.ASK-SBA  (827-5722)

Small Business Development Centers are coordinated through “lead orga-
nizations” in 50 states and the District of Columbia. The lead organization
oversees program services offered to current and potential small businesses
through a network of subcenters located at colleges, vocational schools,
chambers of commerce, and economic-development corporations. The pro-
gram is a cooperative effort of the private sector, the educational commu-
nity, and federal, state, and local governments. Its purpose is to enhance
economic development by providing management and technical assistance
in finance, marketing, production, organization, engineering, technical
problems, and feasibility studies. Special programs include rural economic
development.

Support Centers of America (headquarters)
70 Tenth Street, suite 201
San Francisco, CA 94103
(415) 552-7584

With 11 locations in the United States and two international offices, SCA
claims to be the largest provider of management training, consulting, and
information services for non-profit organizations. Founded in 1971, this
publicly supported tax-exempt organization exists solely to increase the
effectiveness of non-profits,

Woodstock Institute
407 South Dearborn Street
Chicago, IL 60605
(312) 427.8070

Woodstock Institute is a nationally recognized resource in the credit and
capital needs of low income communities and the tools and policy changes
needed to redress inequities and injustice in the credit and capital market-
place. The Institute engages in applied research, policy development, and
technical assistance to address the problems of disinvestment, housing, and
unemployment.
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A Case Studies
This is a description of grassroots, non-profit organizations around the country that
have begun to apply the principles discussed in this manual to their work,

American Indian Business Development Corporation
1433 East Franklin Street
Minneapolis, MN 55404-2135
(612)  870-7555

Summary: Founded in 1975, the American Indian Business Development
Corporation’s vision was to bring businesses and new jobs to an American Indian
neighborhood. In 20 years it has developed three real-estate projects that are
home to 31 businesses and non-profit organizations, and created more than 325
jobs.

Guiding Principles: Families without jobs are vulnerable. Jobs, economic de-
velopment, and neighborhood revitalization are key ingredients for positive
change.

Strategy: AIBDC has redeveloped the oldest and poorest neighborhood in the
city by employing traditional commercial real-estate development principles.
Because of the economic status of the neighborhood, it has also been able to
leverage a standard bank mortgage with large federal Economic Development
Administration dollars and the city’s contribution of property. AIBDC takes the
long view and has been willing to invest the time (up to four years) to structure
and develop a project with appropriate partners. The real estate is self-supported
through rent and owned by the AIBDC. The AIBDC’s $300,000 annual operating
expenses, however, are funded by local corporations and foundations.

Support: Volunteers operated AIBDC for its first two years. Since that time, it
has depended on local corporate and foundation funding. The real-estate projects
generate enough cash to pay the mortgages and expenses but do not generate
additional funds.

Programs: The agency’s “programs” are its real-estate ventures. Through neigh-
borhood revitalization, they have created jobs, helped people develop and sus-
tain businesses, and revived potential in a low-income, predominantly minority
community. These projects have revitalized several blocks of blighted real es-
tate, closed two bars and one liquor store, and been a catalyst for other commer-
cial and housing-development projects. The real estate alone makes an annual
contribution of $150,000 to the tax base. The tenants’ businesses create substan-
tial additional tax revenue,
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Chicanos Por La Causa
1112 E. Buckeye Road
Phoenix, AZ 85034
(602) 2 5 7 - 0 7 0 0

Summary: Founded in 1969, Chicanos Por La Causa (CPLC) began as a politi-
cal action group that has grown from aiding the poor, largely Hispanic, South
Phoenix community to serving both urban and rural communities throughout
Arizona. Today, CPLC serves nearly 50,000 people annually with a staff of 250
and an annual budget of more than $7 million.

Guiding Principals: The organization’s mission is to help its constituents im-
prove their lives by providing them with greater opportunities to obtain good-
quality affordable housing, a good education, and meaningful employment,
thereby promoting self-sufficiency and instilling dignity. CPLC’s holistic approach
to serving its constituency ensures that clients receive all needed services. Link-
ing services, leadership development, and economic development is fundamen-
tal to CPLC’s comprehensive strategy.

Strategy: CPLC responds to the perceived needs of its community. The social
services and economic-development aspects of the organization are fundamental
to the quality of life within the communities it serves. Social services include
behavioral health, counseling, assistance in assessing needed services, educa-
tion, and training for employment. Key to CPLC’s success is its ability to remain
flexible in adjusting program services to meet funding requirements, and edu-
cating funding sources to accept a broader definition of their funding criteria.

Support: The Ford Foundation gave CPLC its original $30,000 grant. Financial
support in the ensuing years has come from three sources: corporations, founda-
tions, and government. Most funding comes in the form of a “contract for ser-
vice.” Sources include the Job Training and Partnership Act, which funds em-
ployment and training programs, and the state’s DomesticViolence  Fund, which
supports a domestic-violence shelter. CPLC reviews costs and assesses the eco-
nomic viability of each program on a regular basis. Bottom-line concerns are
important, but they are not the only factor considered when deciding on pro-
gram initiation or continuation.

Programs: As a Community Development Corporation, CPLC has continued its
focus on economic development by:

I proving loans to small and emerging businesses;
I developing or improving low- to moderate-income housing;

I subsidizing housing for the elderly and disabled; and

n providing technical assistance for small and emerging businesses.

The social-services strategy is addresses by means of:

I employment and training programs;

I behavioral-health counseling;

n substance-abuse treatment;
l domestic-violence shelter;
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activities for the elderly, including meal programs;

drop-out prevention programs;

scholarships;
summer youth-employment programs;

adjudicated youth-intervention programs;

housing counseling (HUD certified);
immigration/citizenship counseling and education;

a federal credit union;

the Museo Chicano;

employment search;
housing search and relocation counseling;

occupational-skills training;

parenting training; and

general social-service assistance.

Coastal Enterprises Inc.
P.O. Box 268
Wicasset, ME 04578
(207)  882-7552

Summary: Incorporated in 1977, Coastal Enterprises Inc. (CEI), a non-profit
community-development corporation, directs economic and human resources to
help low-income Maine residents reach an adequate and equitable standard of
living, learning, and working. Its purpose is to give financial and technical as-
sistance for the development and expansion of fledgling industries or small busi-
nesses; provide housing and social services; mobilize public and private resources
to support innovative projects that meet the  needs of individuals, families, and
communities; create social and economic opportunities for individuals and fami-
lies at risk of poverty; and engage in research and policy development. With
nearly $25 million in assets and funds under management, CEI has participated
in the financing of more than 500 ventures, leveraged over $100 million in bank
and other capital, and created or sustained more than 5,000 jobs.

Guiding Principles: Economic-development strategies are guided by their
impact on work opportunities for low- to moderate-income families, to raise the
standard of living, working, and learning. In its business-financing programs,
CEI links job creation with agreements to hire low-income people, including
AFDC recipients making the transition to the work force.

Strategy: Key to CEI’s  success is its focus on maximizing the effectiveness of
resources by limiting target industries to natural resources, job-generating small
businesses, microenterprises (including self-employment), women in business,
housing, and child care.

Support: Financial support has come from public and private foundations, fed-
eral agencies, churches, and the state departments of Labor, Human Services,
and Education, CEI has a strong asset base and the organizational structure to
manage diverse funds and initiatives.
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Programs: CEI has a Small Business Development Center that provides coun-
seling, referrals, workshops, and links entrepreneurs to loans. It has four major
funds that finance enterprise, job development, venture capital for high-growth,
socially responsible businesses, and low-income housing. It is also a licensed
SBA-504 certified development company.

Among CEI’s  nationally known service ventures is its Child Care Development
Project (CCDP), a national demonstration aimed at linking economic-develop-
ment principals with the need for quality child care. The project was initiated in
1988, when CEI recognized that need, timing, and political climate mandated
innovation in child care. The Welfare Reform Act tied recipient income to em-
ployment training in “welfare to work” programs. At the same time, the need for
child care was becoming a national agenda item not only in the context of wel-
fare, but as an obligation of society to care for children in the context of the
changing family and labor force. A strong factor was that Maine lacked people to
fill jobs in a growing economy. The state unemployment rate dipped below that
of the nation, in startling contrast to past decades.

From the proposals, CEI designed the CCDP to implement a financial- and tech-
nical-assistance program to create affordable, quality care. The model included
a revolving loan fund for centers and family care; technical assistance counsel-
ing to sharpen business skills through CEI’s  Small Business Development Cen-
ter; assistance in design and delivery of quality child care; a “how-to” manual;
workshops; and an evaluation and advisory group. The two-year funding was
set at $1.4 million in grant funds matched with $2.7 million in bank, state, and
federal funds.

Fully operational today, primarily from loan proceeds and user payments, the
CCDP offers compelling evidence that community-based organizations, in part-
nership with other public and private organizations, can contribute their devel-
opment expertise to expanding child-care resources, an integral component of
any community infrastructure.

The Neighborhood Institute
1750 East 71st Street

Chicago, IL 60649
(312)  684-4610

Summary: The Neighborhood Institute (TNI)  is a non-profit community eco-
nomic-development organization with an annual operating budget of $2.5 mil-
lion. Over the past 16 years, TN1 has established a track record of achievement
and demonstrated its expertise in and commitment to new housing, business,
and employment opportunities in the South Shore and Austin areas of Chicago.
It also provides support services that meet the needs of low-income residents.

Guiding Principles: TNI’s  general philosophy is to help people help themselves
by providing complementary services in three areas: education, vocational train-
ing, and job placement.

Strategy: TN1 has effectively utilized a comprehensive and integrated approach
to neighborhood revitalization that stresses both physical and human develop-
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ment in addressing neighborhood needs. Its approach to services focuses on in-
tegrated, comprehensive job training that supports participants as they progress
from basic literacy to high-school equivalency and beyond. Because it is a non-
profit subsidiary of a bank holding company, sound business principles guide its
operation. Its assessment of success is based on who graduates to permanent
employment. Its bottom-line approach is increasingly attracting private-sector
employers interested in hiring trained, capable employees. The continuity of
TNI’s  staff and board also are considered key to the organization’s success and
longevity.

Support: To support educational and training programs, TN1 uses public funds
from the federal Job Training Partnership Act as well as state and local educa-
tional sources for core support, supplemented by foundation and grant funding.
About 35 percent of its funding comes from government contracts, about 36 per-
cent from grants, about 9 percent from fees, 15 percent from rents, 1 percent
from interest, and 4 percent from miscellaneous resources. Resources are ex-
pected to grow with the full implementation of the Welfare Reform Act.

Programs: Current programs include education and employment, small-busi-
ness assistance and entrepreneurial development, affordable housing and com-
mercial development, resident services, and arts and cultural activities. These
programs have had significant impact on the community, as evidenced by the
following:

placement of more than 4,000 people in private-sector employment;
enrollment of more than 2,800 people in educational and vocational train-
ing;

technical and financial assistance to over 300 small-business start-ups
and existing businesses;
rehabilitation or new construction of nearly 800 units of housing with
more than $30 million in investment financing;
accessibility and home-repair services for 266 senior-citizen and handi-
capped homeowners;
a summer internship program that over the past four years has provided
35 high-school students and 16 college students with exposure to the field
of community development;
youth-enterprise programs in the arts that have provided more than 200
high-school students with employment, as well as enterprise and leader-
ship skills; and

the provision of workshops, seminars, and training to more than 15,000
residents, promoting community education as a means of neighborhood
revitalization,
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New Community Corporation
233 W. Market Street
Newark, NJ 07103
(201)  623-2800

Summary: Founded in 1968, the non-profit New Community Corporation has
been a major contributor to the city of Newark. NCC spent its first five years
building support, first in the neighborhood and then throughout the city Since
its initial development - a 102~unit  family apartment complex -  a fundamen-
tal strategy has been to build housing, jobs, and services concurrently so they
can create, serve, and sustain their markets. Today the operation employs more
than 1,250 people, is assessed $2.3 million in local taxes, and generates more
than $4 million in federal and state payroll taxes.

Guiding principles: The NCC operates on the premise that to remain in touch
with its constituency, it must base decisions not on government mandates or the
whim of financiers, but first and always on the needs of the community. Though
this has sometimes resulted in politically unpopular or delayed projects, in the
long term it has empowered and stabilized the area.

Strategy: Key to NCC’s  success is its bottom-line approach to strategic plan-
ning. Each development depends on another. Housing, jobs, and services are
developed concurrently so they can create, serve, and sustain their markets.
Services meet basic needs while creating entry-level employment for community
residents. Housing provides a stable client base for services and employment
preparation. Jobs in service and housing management generate money for resi-
dents and employees to purchase housing and services. For example, a housing
community’s security staff is recruited from its residents, who are not only at-
tuned to its needs but are being employed so they can afford to live there.

Support: Financing for the initial development came from suburban churches
($100,000) and a corporate loan ($200,000),  which gave them leverage to get
additional support from state and federal development agencies. All enterprises
benefit from central purchasing, supply, and accounting, as well as interdepen-
dent program development.

Programs: The corporation’s first project focused on housing. particularly for
families. Subsequent development has built on what went before it and a vision
of what would come after, and includes:

n the ownership and management of 13 housing developments; Babyland
(seven child-care centers and parenting classes serving 650 children);

I the employment center (no-fee employment counseling and placement);
m NCC federal credit union (750 members and $1.4 million in assets);
I renovation of a former church for commercial use;
m an extended care facility (180 nursing beds and 60 medical day-care spaces);
I job training and counseling services for the homeless;
a parent-child center for children with AIDS;
I Harmony House (traditional housing for homeless families);
I Pathmark  Shopping Center (a mall); and
n the Center for Employment Training.
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The development of this “new community” has produced a demand for more
traditional economic ventures, including a new shopping mall, which created
another 400 jobs, a neighborhood credit union, security services, transportation,
and food-service businesses that meet direct needs while creating employment
for local residents.

Pioneer Human Services
2200 Rainier Avenue South
Seattle, WA 98144
(206)  322-8009

Summary: Founded in 1962, Pioneer Human Services has paved the way for
non-profit enterprise in the Seattle area. It integrates a vast array of housing,
employment, training, counseling, and other services needed by socially chal-
lenged individuals, including alcohol- and drug-related cases, convicts, parolees,
and people on probation, Pioneer has offered a “chance for change” to thousands.
It now sewes  more than 3,000 clients each year, employs approximately 500
people in its programs, and generates about $30 million worth of goods and ser-
vices for its community and clients annually.

Guiding Principles: With the focus on helping the individual and society to
maximize the potential in human life, Pioneer runs its non-profit operation as if
it were a private enterprise, with the combination of discipline and responsive-
ness required to be competitive in the marketplace. The organization generates
its own revenues to support activities and adds programs that fit its resources
and capabilities while responding to the needs of the client population,

Strategy: Key to Pioneer’s success is its commitment to a common vision; match-
ing existing strengths to market opportunities; extensive market research; and
integrating services essential for human development and productive commu-
nity building. Pioneer started as a small agency and grew by adding services as
a tangent to activities in which it was already engaged. When beginning activi-
ties with which it had less experience, it conducted careful research and devel-
oped or hired people with the expertise to begin each new initiative.

Suppori:  Until 1984, roughly 75 percent of Pioneer’s money came from the gov-
ernment, mostly as grants and contracts. Now only 25 percent comes from the
government, mainly as contracts for services. Almost all of its other revenue
comes from product sales and payments for services.

Programs: Pioneer’s programs extend to:

m community corrections - four work-release facilities with a total of 200
beds and a temporary employee service;

n alcohol- and drug-free living - six apartment buildings; a 132-room ho-
tel; and a 130-bed alcohol-treatment facility for civil-commitment cases
and individuals with mental illness who are substance abusers;

n food distribution and service - an institutional kitchen and catering ser-
vice as well as public cafeteria; also a wholesale food organization that
distributes food to non-profit groups in 13 states;
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I youth and family - a group home for 12 young male offenders, an outpa-
tient counseling program, dropout prevention, counseling for middle- and
high-school students, and a 21-bed group home for youthful offenders;
and

I enterprises - a real-estate management and construction division that
develops and manages residential and commercial property; Pioneer In-
dustries, a precision light-metal fabrication and finish facility that pro-
vides training and employment; and a commercial sewing operation that
contracts with apparel-industry firms.

Sea Island Comprehensive Health Care Corporation
P.O. Box 689
Johns Island, SC 29457
(8031559-9901,  (803)  559-4137

Summary: Sea Island Comprehensive Health Care Corporation (SICHCC) was
formed by community members coming together to address the lack of medical
care on the sea islands of Charleston County, South Carolina. In began as one
clinic in 1969 with the support of the Church Women United of the United Meth-
odist Church. In 1972, the Office  of Economic Opportunity granted the SICHCC
funds to begin health-care delivery on other islands. In 1994, the W. K Kellogg
Foundation provided funding to establish a community-services division, which
provides medical outreach and advocacy for low-income rural families and se-
nior citizens. Today, SICHCC employs 250 people in five sites in rural South
Carolina; one on each of five islands from which they operate Title III (Older
Americans Act&funded programs. A home health-care agency operates from two
sites, providing care for approximately 300 patients, SICHCC owns and man-
ages 88 units of housing for the elderly and handicapped, a 132-bed nursing
home, and an independent pharmacy and reference laboratory. It also operates
three child development centers.

Guiding Principles: SICHCC was founded and retains its mission to address
the economic, health-care, and housing needs of all of the region’s poor, prima-
rily minority, populations.

Strategy: With no formal plan, SICHCC’s strategy has been to establish itself as
an important resource for private-pay, Medicare, and Medicaid-reimbursed care
for the Charleston County community. SICHCC is an associate member of the
state primary health-care association and its president has the governor’s ap-
pointment to the South Carolina Health Services Finance Commission. SICHCC
has transfer and referral agreements with local hospitals and other service pro-
viders for home health-care and nursing-home services, The agency cooperates
with the local medical school and technical college in medical-education place-
ments. SICHCC is a member of the Sea Island Revitalization Committee and is
well connected through churches and community groups.

Support: SICHCC’s 1994 operating budget was $5 million; $3.2 million of this
was Medicaid and Medicare reimbursement, $650,000 came from the Depart-
ment of Housing and Urban Development (HAP housing money/rental), and
$400,000 was from the lab and pharmacy. Nearly 3.5 percent of the budget was
funded by the Kellogg Foundation to expand elderly outreach, education, and
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continued independent living (noninstitutional) efforts. SICHCC owns property
worth $1520 million; its mortgages owed total about $3 million. The agency
plans to lease land to commercial ventures to provide seed funding for its future
programs.

Programs: SICHCC has five senior-center sites, one on each of the five sea
islands. It does not operate any primary outpatient care at its sites, but leases
space to a community health center that does so at two locations. The corpora-
tion owns and manages 88 units of housing for the elderly and handicapped as
well as a skilled-nursing home of 132 beds. It also runs a home health-care agency
serving about 300 mostly elderly patients. Its program activities are about 70
percent medical services (nursing home and home health1 and 10 percent health-
related education. SICHCC’s  pharmacy and lab serve everyone in the area. It
plans to expand its child-development centers and lease land to a shopping cen-
ter to fund a new administrative building, which also will house an
intergenerational day-care program.

Valley-Wide Health Services, Inc.
204 Carson Avenue
Alamosa, CO 81101
(719)  5895161, (719) 589-5722

Summary: Initiated in 1976, Valley-Wide provides medical care to a six-county
rural population of 40,000 in an 8,000-square-mile  area. It operates six medical
clinics, two dental clinics, and offers support services in health promotion and
case management. The service population is 50 percent Hispanic and 50 percent
Anglo.

Guiding Principles: Valley-Wide is dedicated to the principle that everyone
has a right to accessible, affordable, quality health care.

Support: Valley-Wide began when the community received a small federal grant
and recruited three physicians from the National Health Service Corps, who
were obligated through medical-student loans to work in a rural area. Two of
those original doctors are among the 21 health-care providers the program now
employs. At one time, 80 percent of the agency’s funds came from granting agen-
cies; now that figure is roughly 33 percent. The current annual budget is $9.3
million, $2.5 million of which is generated through public and private grants.

Strategy: Valley-Wide works with three mgor  strategies. The first is to seek
grant funding aggressively and adhere to the conditions of the grants as writ-
ten The second is to market the clinics to patients with the ability to pay, or
those with private insurance (about 35 percent of current annual income). In
doing so, Valley-wide competes with the area’s three private clinics through con-
sumer-oriented, high-quality care; a “wellness” approach to health; and patient
education and support. The third strategy is a commitment to respond to the
service needs of the community.

Programs: Programs include six comprehensive medical-care clinics; two full-
service, school-based clinics; three dental clinics; family-support programs; case
management; and health promotion, Beyond basic medical care, education and
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support services target pregnant women and new mothers (nutrition), adoles-
cents (high-risk behaviors), migrant farm workers and their families (case man-
agement), people with disabilities (independent living), and other adults
(parenting and geriatric services).

Warren/Conner Development Coalition
Partnership for Economic Independence
11148 Harper
Detroit, MI 48213
(3131571-2800

Summary: The Partnership for Economic Independence (PEI)  is the culmina-
tion of three years of research and program development aimed at integrating
chronically jobless east-side Detroit residents into the local job market. During
the planning phase, the PEI reviewed barriers to employment, models used by
others, and local labor-market opportunities for integration of PEI families. In
June 1993 the demonstration program commenced and several families were
enrolled. Through continued program development and expansion, PEI currently
serves 56 east-side families, 36 members of whom obtained jobs through the
program, 7 of whom are in skilled training, and 10 of whom are seeking employ-
ment through job-readiness classes and other preparatory activities.

Guiding Principles: Businesses and chronically jobless residents in many ur-
ban communities have become alienated from each other. This is based on a
general breakdown in community functioning, mutual stereotyping and fear,
and a lack of community cohesion, The Warren/Conner Development Coalition
and, in particular, the PEI, is seeking to rebuild the community by involving all
members as equals; developing improved communication within and between
groups; and recreating a sense of community among all residents,

Strategy: The PEI tries to bridge the gap between the business community and
families seeking economic self-sufficiency. For both groups, the PEI seeks to in-
crease their sense of membership (identity) in the program and the community.
It provides individual “coaching” to address personal and family needs and es-
tablish group norms that are supportive of employment and related goals. Through
the Eastside  Detroit Industrial Forum (EDIF),  we organize businesses to work
together on issues of mutual concern including city services and repairs, in-
creasing profitability, expanding the business base (beyond auto manufacturers,
for example), work-place literacy, and financing of business expansion. Another
common concern is locating a stable work force. As a final strategy, the PEI
works to connect business those with members in our PEI Program,

Support: Funding is provided by the Skillman, Mott, Ford, Metro-Health, and
Hudson Webber foundations, and the U.S. Department of Health and Human
Services Office of Community Services. Income-generating programs are being
developed (see later in this section).

Programs: The Partnership for Economic Independence sponsors several ser-
vices for program members. These include:

m family coaching to help families resolve problems, establish goals, and
overcome resource limitations and other barriers to achieving them;
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I family dinner-club meetings functioning as group support and a regular
social outlet for adults and children; also study forums and workshops on
topics relevant to poor families.

I job-readiness training - three-week training on topics suggested by em-
ployers to help members learn to resolve potential work problems, de-
velop relationships with employers, and seek work successfully.

n job placement, concentrating on manufacturing and health-care sectors,
placing members in jobs averaging $6.00 per hour or more.

Income-generating programs (still in development):
8 work out-Three-month on-the-job training wherein members are placed

in jobs and the Warren/Conner Development Coalition functions as the
employer of record. The member is paid $4.25 per hour and the employer
pays Warren/Conner the market wage and payroll taxes. This program gen-
erates some income (although very little) and is partly self-supporting.

n empowerment through car ownership -  this program uses cars donated
by auto insurers to lease to members at very low rates that include auto
insurance, major repairs, and administrative costs. At the end of the two-
year lease period, the member has the option of buying the car at current
market value; if he or she chooses not to, the car is leased to a new family.
Income from car sales and lease payments help make this program self-
sustaining.
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AFDC
Aid to Families with Dependent Children

Assets
The items on a balance sheet showing the book value of property owned.

Balance (cash)
The amount of money available after you have deducted expenses from
income.

Balance sheet
A financial statement showing all of the firm’s assets, liabilities, and equity
at a single point in time.

Budget
A detailed plan of the costs involved in running an operation on a day-to-
day basis.

Capitation
A payment system whereby managed care plans pay health care providers
a fixed amount to care for a patient over a given period of time. Providers
are not reimbursed for services that exceed the allotted amount. The rate
may be fixed for all members or it can be adjusted for the age and gender of
the member, based on actual projections of medical utilization.

Cash-flow statement
A financial statement showing from what sources a business has received
its cash and what it has done with it during an accounting period.

Co8t sharing
The general set of financing arrangements whereby the consumer must
pay out-of-pocket to receive care, either at the time of initiating care, or
during the provision of health care services, or both. Cost sharing can also
occur when an insured pays a portion of the monthly premium for health
care insurance.

Cost shining
Charging one group of patients more in order to make up for underpay-
ment by others. Most commonly, charging some privately insured patients
more in order to make up for the underpayment by Medicaid or Medicare.
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Customer base
The geographic and demographic description of the service area and those
who will be served.

Entrepreneurehip
Activities related to organizing and operating and assuming the risk of a
business venture, in which new markets and/or services are realized.

Equity
The cash value of an organization minus money owed.

Expansion budget
A financial projection of what it will cost to run the business or program.
The items included are not just those you will add, but the cost of what you
have that will be used.

Fee-for-Service
The traditional payment method whereby patients pay doctors, hospitals
and other providers for services rendered and then bill private insurers or
the government.

Gatekeeper
A primary care physician responsible for overseeing and coordinating all
aspects of a patient’s medical care. In order for a patient to receive a speci-
ality care referral or hospital admission, the gatekeeper must preauthorize
the visit, unless there is an emergency.

Gross Domestic Product (GDP)
The total market value of all the goods and services produced by a nation
during a specified period.

Health Maintenance Organization (HMO)
HMOs  offer prepaid, comprehensive health coverage for both hospital and
physician services. An HMO contracts with health care providers, e.g.,
physicians, hospitals and other health professionals, and members are re-
quired to use participating providers for all health services. Members are
enrolled for a specified period of time.

Income statement
A financial statement showing revenues minus costs and expenses for an
indication of an organization’s earnings during a period.

Indemnity insurance
A health insurance policy that protects and compensates for injury and
illness.

Intrapreneure
From the word “entrepreneur, n “intra” means Uwithin”  and refers to some-
one who organizes, manages, and assumes the risks for the organization by
which they are employed.
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Liability
The amount an organization owes to any outsider.

Managed care
A general term for organizing doctors, hospitals and other providers into
groups in order to enhance the quality and cost-effectiveness of health care.
Managed Care Organizations include HMOs,  PPOs,  etc.

Marketing mix
The product or service you provide including the units of service available,
the product or service quality, the quantity produced and how you plan to
meet customers needs,

MIS
Management Information Systems.

Preferred Provider Organization (PPO)
A health care arrangement between purchaser of care (i.e., employers, in-
surance companies) and providers that provides benefits at a reasonable
cost by providing members incentives (such as lower deductibles and copays)
to use providers within the network. Members who prefer to use
nonpreferred physicians may do so, but only at a higher cost. Preferred
providers must agree to specified fee schedules in exchange for a preferred
status and are required to comply with certain utilization review guide-
lines.

Private sector
This term is generally defined as the free market or free enterprise system.

Pro forma
&as  if’ or “projected” in accounting terms. Pro forma financial statements
are projections cast as if the assumptions of the business plan will happen.

Projection
An estimate of what will occur in the future based on current information,

Public sector
The government entity that among its may domestic tasks, also modulates
the operation of the private sector through regulation and licensing.

Revenue
The money derived from “selling” an organization’s products or services.
This may include contributions, third-party reimbursements, or the pro-
ceeds from special events.

Risk
The chance of possibility of loss. For example, physicians may be held at
risk if hospitalization rates exceed agreed upon thresholds. The sharing of
risk is often employed as a utilization control mechanism with the HMO
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setting. Risk is also defined in insurance terms as the possibility of loss
associated with a given population.

Strategic planning
A plan of action involving the analysis of variables which relate to the busi-
ness at hand.

Voluntary sector
Comprises non profit and voluntary groups that grow out of some need for
or common interest in providing services for themselves or those not gener-
ally served by either the private or public sector. Voluntary sector activities
operate as the unpaid participation and support of both the public and pri-
vate sectors.
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