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In recent years, many non-profit agencies
have |earned the hazards of being too dependent
onasinglesourceof funding. Inabidtodiversify
revenue sources, some non-profitsarelaunching
business enterprises. These organizations are
facing challenges asthey seek to integrate entre-
preneurial activity into their culture. In British
Columbia, the Enterprising Non-profits Program
has been hel ping non-profit agenciesdevel op the
skillsand make the organizational changes neces-
sary to launch successful enterpriseinitiatives.

The pilot project

The Enterprising Non-profits Program
began in 1997 with apilot project spearheaded
by VanCity Community Foundation in partnership
with Vancouver Foundation, the United Way of
the Lower Mainland and VanCity Credit Union.
VanCity Community Foundation acted as the
project sponsor and the project was directed by
a Steering Committee of representatives of each
of theagencies. Additional funding for theinitia-

tivewas provided by the McConnell Foundation,
and consultantswere hired to assist in the design
and eval uation of the pilot project.

The pilot project was designed to recruit,
encourage and support 10 non-profit agenciesto
become more self-sustaining by devel oping small
business enterprises. Lessonslearned inthepilot
project wereincorporated into the design of the
Enterprising Non-profits Program, which is now
under way.

Breaking new ground

The Enterprising Non-profits Pilot Project
was launched officially inthe spring of 1997. Its
goalswerethat each participating agency would:
acquire the necessary attitudes, knowledge and
skillsto develop and implement an effective busi-
ness enterprise; make the necessary organizational
changesto bemorefinancially self-sustaining; and
establish at least one new business enterprise
whichwould be profitablewithin three years after
completion of the pilot project. Inaddition, the
project aimed to devel op anetwork of non-profit
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agencies involved with business enterprisesin
order to encourage the sharing of information,
resourcesand skills.

The project had five phases. An evalua-
tion team provided feedback at the end of each
phase so that modifications could be made to
enhance the effectiveness and efficiency of the
project. Four different questionnaires were
administered to participants as the project
unfolded. In addition, participants completed
evaluation forms after each training session and
workshop. In-depth interviewswere conducted
with representatives of each of the 10 partici-
pating agencies, and with thetwo facilitatorswho
conducted thetraining sessions. Finaly, in April
1999, aforum was held to inform participants
about the key findings of the pilot project and to
obtain feedback regarding future steps.

Phase One: Selection of participants

The Steering Committee developed quali-
fying criteriato guide the selection of organiza-
tionsfor the pilot project. To qualify, an organi-
zation had to have charitable tax status, employ
between 15 and 100 people,* and have a man-
date related to affordable housing, youth, environ-
ment/ecology or reduction of poverty. Applicants
were asked about organizational processes and
policies, and were required to provide audited
financia statementsfor the past two years, outline
their businessideas and indicate how much start-
up capital they werewilling to commit.

Morethan 1,000 announcementswere sent
to non-profit organizationsin British Columbiaand
53 completed and qualified applications were
received. The 10 participating agencies were
selected based on their businessideas, committed
start-up capital and organizational capacity;
apparent need for project assistance; and div-

ersity in agency type, size, mandate and location.
The organizations had varied mandates: four
assisted, empowered or supported youth; two
worked with people with developmental or phy-
sical disabilities; two provided community and
health services; one assisted immigrantsto inte-
grate into Canadian society; and one provided
ass stanceto developing countries. Thenon-profits
varied in sizefrom an agency with only threefull-
time staff plus contract staff to onewith 75 full-
timestaff. Most had between 25 and 36 full-time
staff.

Thebusinessideasof the organizationswere
equally varied. A life skillsorganization wanted
to run a‘snack basket’ catering business. The
international development organization wasinter-
ested in developing afair trade coffee business.
Two organizations sought to create businesses
collecting and reselling material sthat would oth-
erwise go to waste. An organization for people
with disabilitiesaimed to turn aspectsof itsvoca
tional programs—such asmail handling and pack-
aging — into a revenue-generating enterprise.
Another agency hoped to renovate its commer-
cial property to include a coffee shop and tourist
gift shop aswell as officesfor itsoperations. A
child care association hoped to operate a com-
munity family resource centre.

Several agencieswereinterested in human
resource businesses. One sought to match skilled
immigrantswith businessesthat were looking for
staff; another planned to operate a human
resources consulting company for small firmsthat
lacked an in-house human resources department;
and the third hoped to offer health, safety and
wellnessclinicstolocal employers.

Asthe pilot project revealed, the organiza-
tions also had varied capacities to develop and
implement their businessidess.
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Phase Two — Organizational assessment and
orientation

Project staff designed a tool to assess
organizational ‘ health’ and spent one or two days
in each of the 10 agenciesinterviewing staff and
attending meetings. The strengths and weaknesses
of each organization were assessed in relation to
therequirementsfor launching abusinessventure,
and aset of goalswas devel oped for each agency.
These goalsultimately formed part of the contract
that the agency board chair and executive direc-
tor signed prior to formal admission to the project.

Immediately following the assessment, and
before the signing of the contract, aworkshop was
held at each agency. Theworkshop aimed to ori-
ent board members and senior staff to the project
and prepare them for the changesthe agency would
need to undergo during the preparation for, and
launch of, an enterprise. It covered businessidea
brainstorming, issuesin businessdevel opment and
activitiesthe board would need to undertake in
the coming months (primarily policy and structural
decisions).

The workshops were well received, and a
number of participants commented that they liked
theinteraction that occurred between board and
staff members. Most felt that involving the boards
in the workshops helped facilitate buy-in and
ownership of the process. However, as part of
thefinal project questionnaire, several respond-
ents expressed concerns about the lack of con-
tinued board development and training during
the project, noting that the support and involve-
ment of an organization’s board was critical to
business success.

Phase Three: Training and coaching

After theindividual agency workshops, six
one-and-a-half day training sessionswereheldin

Vancouver. These group sessionswereintended
to help the organi zations move through theclassic
stagesof business plan development and to pro-
videinformation about the nature of organizationa
change. They also provided participantswithtools
for analysis and change processes that could be
used to adapt traditional non-profit cultureto one
that included businessactivity. Betweenthetrain-
ing sessions, project staff were availableto assist
the agencies.

Each training session had several essential
pieces of ‘homework’ which needed to be com-
pleted before the next session could proceed with
efficacy. It soon became obviousthat agencies
were not keeping up, for avariety of reasonsthat
included changesin social service organization
instigated by the provincial government. A more
fundamental reason was later acknowledged by
all participantsin evaluationinterviews. Contrary
to the contract provisions, only three agencies
had actually assigned the equivalent of afull-time
person to complete the project tasks. In addi-
tion, most (80 percent) of the agenciesexperienced
turnover of key staff involved inthe project. Says
Margaret Mahan, one of thethreefull-time project
staff assigned: “The classic dilemma of non-
profits was in place — a need to produce some-
thing new without adequate resourcesto develop
and launch. Compounding this problem was a
disbelief that a business plan and attendant acti-
vitieswould actudly requiresuchasignificant com-
mitment of human resources.”

By theend of the sixth training session, only
four agencieshad completed business plans, and
only three of these had dealt with the significant
organizational changes needed for a business
launch. Inlight of thiscircumstance, thetraining
component was modified and extended by sev-
eral months.

Caledon Institute of Social Policy 3
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Phase Four: Mentoring

The project designinitially called for pro-
vision of ayear of follow-up mentoring services
to assist agencies asthey put together financing
packages, launched their enterprises and encoun-
tered start-up issues. However, the extension of
thetraining component shortened the period avail-
ablefor mentoring, and support was directed pri-
marily toward completion of business plans. In
general, support services were underutilized,
athough some agencies made extensive use of staff
timeand all made progress.

During thistime another ‘ reunion’ session
was held, at the participants instigation, and sev-
eral agencies made presentations of their busi-
ness plans, no matter what stage they were at.
The significance of this event lay in the very
clear message participants sent to the evaluation
team regarding how important the group dynamic
of thetraining component had been to them. Most
participantsfelt that they had benefitted from the
experiences, knowledge and skills of the other
participants.

Phase Five: Ongoing monitoring

Final questionnaire responses from six
agencies showed optimism about the potential for
their business enterprises. One organization’sen-
terprisewas already making asmall profit, while
another expected to generate aprofit in its second
year of operation. Two agencieshad hired abusi-
nessor general manager to improve marketing and
promotionsin order to help them reach their goals.
Two others whose business plans addressed the
renovation of buildings reported substantial
progress. One had funding commitmentsfor more
than 50 percent of its$1.4 million project, and the
other had renovated part of anewly acquired build-
ing and was planning to renovatetherest for rental
to other businesses.

Most of the agencies indicated that they
had undergone substantial organizational changes
in support of these enterprises (e.g., hiring spe-
cialized staff, recruiting board members with
business or financial experience and working
towards separate incorporation of the business).
Individually and collectively, participants benefit
from thetraining received, and several organi-
zations reported having a much better appre-
ciation of the business devel opment process and
the steps necessary to ensure business success.

Building on these findings, the partners
developed adraft proposal for arevised Enter-
prising Non-profits Program. In April 1999, a
forum was held to inform participants about the
key learningsfrom the pilot project and to obtain
feedback onthedraft proposal. Thisforumwas
attended by about 75 people representing the
agencies that participated in the pilot project
aswell asindividual sfrom other interested non-
profit agencies.

Building on the lessons learned

Based on theresults of the pilot project, the
United Way of the Lower Mainland, the VanCity
Community Foundation and the Vancouver
Foundation agreed to continue financial support
for non-profit enterprise activity. The lessons
learned from the pilot project wereincorporated
into the new Enterprising Non-profits Program.

A key lesson from the pilot project was
that enterpriseinitiatives need to be consistent
with the agency’s mission, values and goals.
David Driscoll, Executive Director, VanCity
Community Foundation says: “We |learned from
the pilot project that the closer the business
enterpriseisto the agency’s current values and
activities, the greater wasthe potential for com-
mitment and success. Therefore, the goal of the
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funding program is to support non-profits to
develop enterprises that are linked with their
charitable mandate and contribute to organiza-
tiona sustainability.”

A funding program was devel oped to pro-
vide matching grants of up to $10,000, to be used
over atwo-year period for the purchase of tech-
nical assistance for business planning and organi-
zational development. According to Lesley
Anderson, who worked with the VanCity Com-
munity Foundation onthe project: “ Feedback from
participantsin the pil ot project suggested that while
they needed training, they very much wanted to
be abletotailor their own devel opment process—
hencethe decision to providefunding for the pro-
vision of technical assistance. It wasvery clear
fromthe pilot that organizational development and
capacity-building were essential before business
planning could take place. The matched grant
program provides fundsfor both organizational
development and business planning.”

Therequirement for the grantsto be matched
by the participating organizations addressed one
of the other key lessonsfrom the pilot project —
theneed for real organizational commitment to the
entrepreneurial effort. Moreover, the assessment
criteriafor the new round of funding included the
requirement for “ ademonstrated commitment from
the organization’sboard of directorsthat they have
begun organi zational assessment and development
andinitial market research and planning.”

The new funding program al so addressed
the hard-learned |esson from the pilot project that
sufficient staff resources must be dedicated to the
enterpriseinitiative. The new funding criteria
required that agenciesinterested inreceiving grants
designate a staff person or personswho would be
responsiblefor theinitiative.

4 )

Enterprising Non-profits lessons learned:

Enterprise initiatives need to be
consistent with the agency’s mission,
values and goals.

Ensure board and staff commitment
and involvement

Dedicate staff responsible to business
enterprise.

Include people with business exper-
ience on your board.

Strive for staff continuity throughout
the initiative.

Use external resources (e.g., business
aavisors, other non-profits)

Allocate the time you need and double
it.

Expect the organization’s culture to
change and support this transition.

- J

It became clear during the pilot project that
many participating organizations had under-
estimated the demandsinherent in developing a
business enterprise. Valerie Hunter, aprogram
director at the Vancouver Foundations, says. “ A
key recommendation from participating groups
wasthat it was critical for other non-profits con-
templating the start-up of arevenue generatingini-
tiative benefit from thelearnings of the pilot pro-
gram. Forum participants recommended an ori-
entation session be arequirement to qualify for
funding. Inaddition, they insisted afee be charged
so potentia applicantswould take the session and
theinformation provided seriously. They knew
the challenges and wanted othersto befully aware
of the human and financial commitment required
so that they might be spared some of the agony
they had experienced.”

To addressthis problem, the Enterprising
Non-profits Program partners decided that any
organization wishing to apply for a matching
grant would haveto attend an orientation session

Caledon Institute of Social Policy 5
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that would spell out the challenging nature of
enterprise development and the need for signifi-
cant organizational capacity.

Beyond the pilot project

An orientation session was held in Nov-
ember 1999 to help prospective participants
assesstheir organization’sreadinessto engagein
arevenue-generating initiative before they made
thedecisionto apply for funding. Theorientation
session also provided the opportunity for organi-
zations to hear from other non-profits who had
started enterprises.

Following that session, 10 applicationswere
received. In March 2000, the program provided
matching grants of $10,000 to three organizations,
and agrant of $5,000 to one. Theseincluded a
crisissociety that planned to devel op and market
crisisand suicideintervention training workshops
to other organizations and community groups, an
association for community living that devel oped
a woodworking co-operative of development-
ally disabled youth; afood security organization
that wasinvestigating avariety of businessoptions;
and afamily and youth agency hoping to develop
aself-sustaining community-based enterpriseto
provide continuous employment to women with
low incomes.

Another orientation session was held in
September 2000. Subsequently, threemoregrants
were awarded —to aneighbourhood house, with
acafé/kiosk that would provide onthejob train-
ing for clients enrolled in an employment pro-
gram; a developmental disabilities association
that planned to formalize and expand its pack-
aging business employing adults with devel op-
mental disabilities; and amediaand policy insti-
tute that devel oped acommunication servicesbus-
inesstargeting non-profit organi zations.

The second round of the‘ new’ Enterpris-
ing Non-profits Program is now under way. In
year two of the program, atotal of 18 organi-
zations received grants for business planning
and organi zational development activities. Grant
requests were submitted from various types of
non-profits, including disability organizations,
family and community service agencies, youth
employment programs, a seniors association,
immigrant and multicultural servicesagencies, and
atransition house, just to name afew.

Theinterest in the funding program con-
tinues to grow. A total of 39 organizations
attended the two orientation sessions in 1999-
2000 and, of these, 13 submitted applicationsfor
funding. Inthe second year of the Enterprising
Non-Profits Program (ENP), 52 organi zations at-
tended the orientation sessionsand 27 submitted
funding applications. Daisy Quon, Planning Con-
sultant, United Way of the Lower Mainland
says: “We have seen an increased interest in the
ENP program and in the number of applications.
Regardless of the reasons for involvement —
political climate, adesirefor greater autonomy and
increased recognition of the ‘value' of the non-
profit sector — this interest reflects a growing
awareness of the potential for an enterpriseto con-
tribute to enhanced service delivery and the
sustainability of anon-profit organization.”

Groups attending orientation sessions do
not always apply for funding. Says Irene
Gannitsos, Enterprising Non-Profits Program
Coordinator: *“Informally, groups haveindicated
to usthat they required moretimeto preparetheir
ideas and work with their boardsto be sure they
areready for and interested in pursuing abusiness
venture. Many groups seem to move back astep
or two before going into the business plan phase.”
Thisisnot surprising, given that one of the find-
ings of the pilot project was to double thetime
peopl e thought aproject would take.
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It is not easy to run a successful small
business. It is even more challenging to make
money while accomplishing social development
objectives. Mauro Vescera, Program Director,
Vancouver Foundation, sums up the experiences
todate. “Wefind that anon-profit culture often
resists change of any kind. The successful organi-
zations are the onesthat are ableto respond and
embrace change. They becomemore dynamic and
willing to take risks, and are more strategic with
their human resources. They have become more
pragmatic in responding to the marketplace by
pricing their products or services more aggres-
sively instead of just giving everything away.”

The experience of the Enterprising Non-
profits Program showsthat non-profit organiza-
tions can generate revenue while advancing their
social missions—if they arerealistic about the
demands and prepared to make the necessary
commitments.

Ann Simpson

Ann Simpson works on the ‘community stories’
series for the Caledon Institute of Social Policy.

Enterprising Non-Profits Program Coordinator
Irene Gannitsos can be reached at (604) 871-5477
(Irene_Gannitsos@vancity.com).

Moreinformation isalso availablefrom the funding
partners: Sidney Sawyer, VanCity Community
Foundation (604) 871-5373; Mauro Vescera,
Vancouver Foundation (604) 688-2204; and Daisy
Quon, United Way of the Lower Mainland, (604)
294-8929.

Endnote

1. The rationale was that a minimum number of
employees was necessary to undertake successfully a
business launch and look after regular agency activity
but larger agencies should be able to self-finance their
own business development process.
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