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Strategies for Diversification

Diversification 
is a sound 
strategy 
whether you 
are a for-profit 
business, non-
profit or 
individual. 
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Developing a “for-profit” culture
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Fees or income earned from the sale of goods or services.

Synonymous terms for “earned income venture”
– Nonprofit business development

– Social entrepreneurship

– Social venture

– Social purpose business

Definition of Earned Income

Earned income 
is other than 
income from 
grants, benefit 
events, or 
other 
traditional 
nonprofit 
funding 
sources.
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Financial objectives:
– Increase unrestricted funding

– Diversify funding

– Stabilize funding 

– Create new funding prospects 

Non-Financial Objectives:
– Enhance capacity to fulfill organizational mission and vision

– Develop new management and organizational skills

– Enhance services to existing constituents

– Develop new markets and constituents

– Allocate resources more effectively 

– Reduce risk through the business planning process

Why consider establishing an earned income venture?  

An earned 
income venture 
can support 
both financial 
and non-
financial 
objectives
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Get Organized

Establish a venture planning team 
– Staff representatives?  Board representatives?

– Outside advisors?  Get “buy-in.”

– Brainstorm venture options.  Select best one.

– Define required resources for planning. Planning grant?

– Analyze “fit” with agency mission!!!!!!!!

– Establish timeline and responsibilities. 

Conduct the venture audit
– Consider the four C’s:

Core competencies, Customers, Capacity, Competitive advantage 

– Analyze competitive environment

– Evaluate risks 

– Test feasibility of venture ideas

Process for Establishing an Earned Income Venture 

Creating a 
business takes 
careful thought 
and a lot of 
hard work.  Do 
you have what 
it takes?
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Develop business model, start up budget, financial projections

Weigh related issues
– UBIT.  Unrelated business income tax.  

UBI, income from a trade or business regularly carried on, not substantially 

related to the performance of the NPO’s charitable purpose.

– Insurance

– Impact on “charitable” image

– Mission creep

– Other??  

Write the business plan
– Do you need professional assistance?

– Who will be responsible?

– Make final decisions on marketing, operations and finance!

Get board/staff consensus about moving forward

Process for Establishing an Earned Income Venture 

If the 
financials 
don’t work, 
you don’t have 
a business.

http://www.ifelnj.org


Institute for Entrepreneurial Leadership  |  www.ifelnj.org

In the for-profit sector, the vast majority of new businesses fail
– Why is your venture, affiliated with your nonprofit, going to succeed?

– Those for-profit businesses that do succeed generate 2-3% margins

When launching an earned income venture, organizations 
require adequate resources to:
– Thoroughly assess feasibility (evaluate and plan) 

– Evaluate venture’s fit with mission and core competencies

– Test the venture’s ability to generate net income

– Access enough funds to cover early losses (debt is rarely 

appropriate)

Considerations

Earned income 
is not a “magic 
bullet” or 
quick fix for 
funding 
shortfalls

http://www.ifelnj.org
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Free, Cheap, Edible: 
How Nonprofits Can Leverage In-kind Donations



An in-kind contribution is

a non-cash donation which can be given a cash 
value

any labor, products, or services for which the 
organization would normally have to pay
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Facts

Almost every non-profit in existence has received some level of in-kind 
support. 90% of the nonprofits that benefit from in-kind support do not 
document these contributions.

In-kind contributions can be used to match government and private funds, and to 
leverage additional funding.

63.4 million people volunteered in 2009 (26.8% of the total population).

Corporate giving is moving to in-kind donations rather than cash/grants.
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Know the Law

Federal
• Any donor making a contribution (in cash or stuff) of $250 or more must obtain, before filing 
their tax return, a written acknowledgment of the donation from the charity. 

–Thank you letter should include the organization’s name, address, and description of the 
donation, but no value if it is stuff. If it is cash it needs to specify the amount that is a 
donation and it must say “no goods or services were provided”.

• Donors are responsible for assigning a value to donated items; if the donation is worth over 
$5,000, there must be an appraisal, which is a tax-deductible cost to the donor.
• The charity should furnish the required written acknowledgment, meeting IRS requirements 
(Publication 526 – Charitable Contributions, www.irs.gov). 
• The donor should maintain this written acknowledgment in their tax records. 
State
• Each state is different so make sure you know the rules in your state.
• In some states a donor must obtain from the charity a written statement representing that the 
use and disposition of the property will meet the requirements for the special charitable 
deduction (i.e., will be used by the charity for to fulfill their mission statement). The 
organization should furnish this statement to the donor. 4

http://www.irs.gov


Items not allowed

Services which may not be documented as in-kind 
contribution include:

–Serving on the Board of Directors.
–Serving on any and all working committees (such as the 

Fund Development Committee, the Finance/Audit 
Committee, the Governance Committee, etc.).

–Serving on an Honorary Advisory Board.
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What Does the Organization Need

Conduct an internal assessment to determine what products, 
services and volunteers are needed in the next 12 to 18 months.

Create a donation wish list based on the results of the 
assessment.

Keep the product donations list simple and specific and let 
the world know what you need.
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Sample Product Donation 
Wish List

3 Desks ($499.ea) $1,500.
3 Office chairs ($199. ea) $   600.
3 Office chair mats ($45. ea) $   135.
1 Color copier 

with scanner/printer capabilities $   500.
3 Lateral cabinets ($199.ea) $   600.
3 Computers/monitors ($590. ea) $1,770.
3 Phones w/headphone sets ($170.ea) $   510.
3 Desk lamps ($36. ea) $   108.

* Targeted Request
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Build a Credible 
In-kind Donation Program

Adopt policies

Establish procedures

Consistent documentation

Don’t leave the door open to questions
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Imagine the Possibilities!

• Services
– Training
– Facilitation
– Programming
– Printing and design of 

publications

• Products
– Computer hardware
– Computer software
– Furniture

– Copying
– Conference calls
– Travel support (rewards 

programs)
– Mailing and postage

– Office supplies
– Gifts for events
– Vehicles
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Imagine the Possibilities!

• Buildings
– Buildings
– Land
– Construction materials

• Space
– Office space
– Meeting space
– Rent
– Utilities
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Imagine the Possibilities!

• Expertise
– Tax preparation
– Financial audit
– Accounting
– Investment assistance
– Human resources

• Edibles
– Meals and/or refreshments for 

programs or meetings
– Soup Kitchens

• Other - Everything

– Public and media relations
– Event planning
– Web support
– Grant writing

– Food Pantries
– Meal Programs

11



A Forward Approach:
Letting the World Know What You Need

• Face-to-Face Meeting
• Telephone Conversation
• Handwritten Letter or Note
• Mass Distribution to a ‘Hot List’
• Group Presentations
• Advertisement
• Newsletter
• Website
• Social Media

– Facebook
– Twitter
– LinkedIn
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A Quiet Approach:
Developing a Strategy

As a result of your internal assessment develop your wish list and seek 
your donations from corporations, businesses, individuals, and other 
charities.

Do your research on who can help.

Submit a written request.

Follow-up in a timely fashion.
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The Importance of Saying Thank You

Make sure to say thank you to your donors timely.

Let them know how their contribution was used, if you can.

Make sure that they have the proper documentation for tax 
purposes.

Add them to your database.
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Thank you!

Pat Bohse
President
Bohse & Associates
Phone: 732-291-8038

Email: pbohse@bohse.com
Website: www.bohse.com

The Not For Profit eXchange Radio Show on Tuesdays, 4-4:30 pm EST
www.blogtalkradio.com/notforprofitexchange 
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Social Enterprise

Presented by Geri 
Stengel

For MODC
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Agenda

•• Why social enterprise?Why social enterprise?

•• What is social enterprise?What is social enterprise?

•• Is it right for you?Is it right for you?

•• Lessons learnedLessons learned

•• Developing entrepreneurial Developing entrepreneurial 
ideasideas

•• Screening ideasScreening ideas
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Why Social Enterprise?

• Diversifies funding sources
• Funding of overhead / administration
• Can fund innovation
• Can fund unpopular causes
• Creates an entrepreneurial spirit
• Enhances understanding of clients
• A test of social value
• Adds skills and competencies to the organization
• Enhances the profile of the organization
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Teach a Man to Fish, and You Feed Him for Life

• “Give a man a fish, and you feed 
him for a day. Teach a man to 
fish, and you feed him for life.”

• Experimentation with for-profit 
and hybrid forms of organization 
to serve social missions or 
deliver socially important goods 
and services

• More “strategic,” “engaged,” and 
“outcomes-based” approaches to 
social sector funding

• More attention paid to issues of 
impact, scale, and sustainability 
with the hopes of increasing 
SROI

• Growing experimentation with 
market-based approaches and 
business-inspired methods
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Broad Categories

• Cause marketing
• Licensing
• Government purchase social 

services
• Retail or Thrift Store
• Temp Agency
• Housing / Property Management
• Clerical Services
• Consulting Services
• Restaurant or Café
• Packaging and Assembly
• Employee Assistance Program
• Maintenance
• Technology Related



6

Is Social Enterprise 
for You?
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Is Social Enterprise Right for Your Organization?

• What’s the size of your budget?
• How many people work for the 

organization?
– Which managers and staffers will be 

dedicated to this initiative?
– Do you have a ‘business approach’ to 

problem solving

• How long have you been in 
existence?

• Do you have existing policies and 
procedures?

• Other resources that are critical 
to success

– Business minded staff and board
– Accounting systems
– Facilities
– Start up capital
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What Traits Do Entrepreneurs and 
Social Entrepreneurs Have In Common?

• Persistence 
• Desire for immediate 

feedback 
• Inquisitiveness 
• Strong drive to achieve 
• High energy level 
• Goal oriented behavior 
• Independent 
• Demanding 
• Self-confident 
• Calculated risk taker 
• Creative 
• Innovative
• Vision 

• Commitment 
• Problem solving skills 
• Tolerance for ambiguity 
• Strong integrity 
• Highly reliable 
• Personal initiative 
• Ability to consolidate 

resources 
• Strong management and 

organizational skills 
• Competitive 
• Change agent 
• Tolerance for failure 
• Desire to work hard 
• Luck 
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How Do Entrepreneurs and 
Social Entrepreneurs Differ?

Are there differences between 
people who solve technical 
problems and those who solve 
people problems? 
•Idealistic
•Strong ethical fiber
•Altruistic 
•Commitment to creating some 
sort of positive social or 
environmental change
•Interested in 
social/environmental outcomes
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Lessons Learned
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Lessons Learned: Starting Up

• Begin with your assets
• Start with quick wins 
• Remain consistent with your 

values
• Address organizational 

barriers to get everyone’s 
buy-in

• Different mission – separate 
team

• Understand the 
marketplace including the 
competition
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Lessons Learned: Addressing Risks

• Avoid airlines – don’t start 
companies that are expensive 
to build and make a profit

• Share risk with 
distributors/partners

• Measure performance 
(financial, social and 
operational) and put in place 
systems for continually 
improvement

• Identify and address risks as 
they arise

• Be prepared for it to take 
longer than you plan for and 
need more money
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Lessons Learned: Final Lessons

• Network
• Get expert industry advice 
• Hire/develop entrepreneurs
• Don’t rely on your mission 

to sell 
• Don’t be afraid to fail
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Developing and 
Screening Ideas
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Steps in Product Development

1. Fuel for ideas
2. Generating ideas
3. Quick filtering idea stages
4. Evaluating ideas



16

Fuel for Ideas

• Internal capacities
• Other arts & cultural org.

• Community trends and needs
• Potential market opportunities 
• Community Wealth Ventures
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Internal Capacities

• Competency-based  - What 
do we do well that might be 
valuable to others?

• Relationship Asset-based -
What relationships do we 
have that have business 
value?

• Property Asset-based –
what do we own (assets 
that are under-utilized or 
previously unrecognized) 
that have market value to 
others
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Internal Capacities – Maximizing Intellectual Property

• Program related
• Same product – new market

Geographic
Other customer segment

• Staff resources
• Client resources
• Hard and soft property
• Unrelated business
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Idea Screening

Brainstorming

Screen 1

Screen 2

Feasibility

B-Plan

5 seconds
100 ideas

2 minutes
10 ideas

2-3 hours
2 ideas

2 days
0-2 ideas

8-15 days
0-2 ideas
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Screen I: Fast Screening

• Criteria
Is it consistent with the 
mission?
Does it meet a significant 
customer need? 
Does it leverage the 
strengths and assets of 
the organization?

• Guidelines
Go for clear winners
Accept that some good 
ideas will not be selected
No more than 2 minutes 
per idea
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What Is a Good Idea?

• Meets a significant 
customer need – a market

• Fits with mission
• Leverages a strength / 

asset
• Competitive advantage

– Cost 
– Performance

• Return on investment
• Risk managed
• Create your own criteria
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Screen I: Sample Decision Matrix 

Leverage in house 
expertise 

POSSIBLE QUICK 
WIN

HIGH PRIORITY

No in house 
expertise

DON’T PURSUE
LONG TERM,

IF AT ALL

Low Revenue High Revenue

• Use any two criteria that work for you or your organization
• Expertise and revenue potential are used here
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Screen II: Set Up

• 2-3 hours discussion / best 
guesses

• Create a concept statement
Describe product
Who will buy?
How frequently will they buy?
Where will they buy?
How will they buy?

• Product attractiveness
Financial results
Marketing issues and competitors
Risk factors

• Does it fit with the Organization?



24

Screen II: Evaluation

• What is the potential for 
generating “big” bucks?

• Will we need a “big” investment to 
launch? (ie hire new staff before 
$ in; $50K technology 
investment)

• Is anyone enthusiastic? Who will 
champion the idea?

• Do revenue and expense 
assumptions make sense and are 
they realistic?

• Can risk be managed?
• Can we pilot on a small scale?
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Sample Decision Matrix

Site Criteria Table

Factors Grade 1-4 Weight 1-4 Points

Mission fit

Significant customer problem

Appropriate solution

Revenue potential

Leverages strengths/assets 
of organization

Ease of implementation

Capital investment

Human resources needed

Ability to manage risk

Profit potential.

Total Points
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Risk & Contingency 

• Uncontrolled cash flow
• A drop in sales or 

insufficient sales 
• Higher costs
• New competition
• Business recessions
• Incompetent managers or 

employees
• Dishonesty and theft 
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Questions
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Suggested Reading

• The Meaning of Social Entrepreneurship, J. Gregory Dees 
http://www.fuqua.duke.edu/centers/case/documents/dees_SE.pdf

• Toward a Better Understanding of Social Entrepreneurship: Some Important 
Distinctions. Jerr Boschee and Jim McClurg 
http://www.se-alliance.org/better_understanding.pdf

• Enterprising Social Innovation: Greg Dees and Beth Anderson
http://www.sereporter.com/?q=node/260

• A Double ‘Bottom Line’: Lessons on social-purpose enterprise from the Venture Fund 
Initiative http://www.redf.org/download/other/dbl.pdf

• Venture Forth! The Essential Guide to Starting a Moneymaking Business in Your 
Nonprofit Organization 
http://www.redf.org/download/other/VentureForth-samplechapter.pdf

• The Limits of Social Enterprise: A Field Study & Case Analysis 
http://www.seedco.org/documents/publications/social_enterprise.pdf

• Community Wealth Ventures http://www.communitywealth.com/resources.html

• Profiting from Purpose: Profiles of Success and Challenge in Eight Social Purpose 
Business http://www.seedco.org/documents/publications/profiting_from_purpose.pdf

http://www.fuqua.duke.edu/centers/case/documents/dees_SE.pdf
http://www.se-alliance.org/better_understanding.pdf
Enterprising
http://www.sereporter.com/?q=node/260
http://www.redf.org/download/other/dbl.pdf
http://www.redf.org/download/other/VentureForth-samplechapter.pdf
http://www.seedco.org/documents/publications/social_enterprise.pdf
http://www.communitywealth.com/resources.html
http://www.seedco.org/documents/publications/profiting_from_purpose.pdf
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