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Praise for The Non Nonprofit


“Steve Rothschild’s fresh thinking translates proven strategies that successful businesses employ every day into practical approaches to confronting centuries-old issues like poverty. No partisan politics, no fancy tricks—just fundamental, time-tested solutions.”

—Harvey Mackay, author, Swim With The Sharks Without Being Eaten Alive


“As a Twin Cities RISE! customer, I can say unequivocally that the seven principles in The Non Nonprofit work. RISE! provides just the type of employee that every company needs to be successful: self-motivated, engaged, skilled, productive, and emotionally mature. The employer community would do well to take much greater advantage of this underutilized organization.”

—David Abrams, vice president, North Memorial Health Care


“I’ve observed from the beginning of his anti-poverty work Steve Rothschild’s efforts to put his principles into practice. I’ve observed with the skeptical eye of an evaluator. I’ve seen hundreds of good ideas and hopeful visions flounder in the face of complex realities. I’m not easily impressed. But what Rothschild has accomplished impresses. The principles he identifies, explains, and illustrates have broad applicability. He has learned a great deal about what works. Anyone who cares about making a difference should pay attention to what he’s learned—it’s all here.”

—Michael Quinn Patton, founder and director, Utilization-Focused Evaluation; former president, American Evaluation Association


“As director of the U.S. Agency for International Development (USAID) for six years in the 1990s, I presided over the U.S. government’s global poverty reduction efforts. Steve Rothschild reminds me of the innovators whose practical approaches changed the world of development, people like Hernando De Soto and Muhammad Yunus. Rothschild understands incentives, accountability, and personal improvement. His Twin Cities RISE! is a learning-driven organization that empowers challenged citizens to overcome their issues and succeed. Rothschild’s RISE! is not afraid to establish a bottom line and is eager to be held accountable for achieving it. The Non Nonprofit and its recipes for success are a must-read for those who are truly concerned about poverty, here or anywhere.”

—J. Brian Atwood, former dean, Humphrey School of Public Affairs, University of Minnesota; chair, Development Assistance Committee, Organization for Economic Co-operation and Development


“I take pride in being one of the many people Steve Rothschild met and talked with when he was first thinking of starting what turned out to be Twin Cities RISE! I must admit that while I thought his market-based approach was exquisitely on target, I was concerned he wasn’t giving adequate weight to the many attitudinal and behavioral shortcomings that keep large numbers of people impoverished. More than fifteen years later, it’s clear I was wrong, as I know of no analyst or practitioner in the United States who better understands how efforts to help poor people must meld both economically grounded and culturally grounded approaches.”

—Mitch Pearlstein, founder and CEO, Center for the American Experiment
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For my wife, Marilyn,
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have sustained me for fifty years

Foreword

How This Book Will Benefit Us All


How many highly successful corporate executives walk away from a top job in midcareer to devote themselves to reducing poverty in our crime-ridden American inner cities? Steve Rothschild is the only one I know. He left a senior executive role at General Mills, spent a year studying the twin problems of racism and inner-city poverty, and then used his own money to found Twin Cities RISE!

I first met Steve in 1980 when we were together at a Berlitz class as he was building the Yoplait yogurt business for General Mills. Steve impressed me with his passion and his persistence, qualities that are writ large throughout this book. For years we challenged each other on the tennis court, talked between sets about our dreams of running a major company that could help people, and shared the frustrations we faced in our work.

One day I called Steve to tell him I had decided to join Medtronic, thinking my long-time friend would be enthusiastic about my move. When I shared my good news, there was a long silence at the other end of the phone. Confused, I asked Steve what he was feeling. After a long pause, he said, “I wish I was moving on as well.” Steve confided that he was no longer inspired by his work and was feeling restless to do something more meaningful with his life.

So I wasn’t surprised a few months later when he called to say he had resigned from General Mills. I immediately assumed he would move into a top corporate job at another company, a destiny that was clearly in his grasp. Instead, like the farmer who lets his fields go fallow for a season, Steve used the next year to get closer to his family and explore challenges in the Minneapolis community.

One day while serving on the Minneapolis Initiative Against Racism, Steve wondered what it must be like for an inner-city youth who was flipping hamburgers for a living. What hope did he have of making something of his life, of escaping from a dead-end job? Rothschild resolved then to explore the twin issues of poverty and racism in much greater depth to see what could be done about them.

In these pages, Rothschild shares what he has learned about the most intractable problem in our society today: the poverty concentrated in our inner cities that leads to the downward cycle of failure, hopelessness, despair, violence, crime, and eventually prison—and then repeats itself across generations. It is not a problem that many Americans want to address. Long ago the politicians stopped talking about the problems of the poor and started focusing primarily on the middle class.

Instead of rushing headlong into these problems with quick-fix solutions, Rothschild studied them carefully and talked to countless people in Minnesota and elsewhere about what could be done to correct them. His explorations led him to found Twin Cities RISE! It is based on the bedrock principles of creating value for employers and society to enable the poorest of the poor to qualify for jobs that pay more than $10 per hour.

To make RISE! successful, Rothschild focused all his energies on his new organization, using funds from his personal savings. Applying his enormous leadership and executive talents, he helped the inner-city poor who wrestle daily with the twin problems of discrimination and poverty to rise above their wounds and find a purpose for their lives. In so doing, Steve and RISE! (and RISE!’s graduates) faced the ravages of generational poverty head-on, encountered their ugliest aspects, and found a way to wrestle them to the ground.

RISE! is not just another social service agency that provides education and training programs for hard-to-employ individuals. It is also a success story that demonstrates the benefits of a new approach to addressing our social ills—one that applies sound capitalistic principles, like value creation and return on investment, to enable the most economically challenged citizens to achieve economic self-sufficiency.

Achieving success with RISE! hasn’t been easy for Rothschild. Through his experiences, he’s learned that preparing people for good jobs takes a lot more than skills training. First, the students have to face their own life stories, crucibles, and lack of self-worth head-on in order to then gain self-awareness and empowerment. Rothschild has also found it difficult to convince employers of the value that RISE! graduates offer them.

As he realized his goals locally with Twin Cities RISE! Rothschild began to focus on using these experiences to create a national model for addressing our social ills. The Non Nonprofit sets forth that model in a clear way and demonstrates how we can attack the greatest problems of our society and our world.

In visiting the Minneapolis offices of Twin Cities RISE! I discovered the remarkable parallels between Rothschild’s work in preparing its students for good jobs and my own work in enabling leaders in corporations to step up to important leadership roles. Before they can become fully effective, both groups have to deal with their crucibles and past wounds, discover the passion for their purpose, become empowered, accept personal accountability for results, and continue to learn from their experiences, all based on a sound set of economic principles.

As Steve Rothschild demonstrates, this is not an easy process, and there is no such thing as five easy steps to economic self-sufficiency. But these commonsense principles will improve the results of any nonprofit, or for-profit for that matter, whether it is struggling or performing well. They will help sharpen an organization’s focus, strengthen its organizational culture, and improve its results.

In this marvelous book, Steve Rothschild shares the same sound business principles he used at General Mills and later to found two nonprofits. Every social enterprise can benefit from these rigorous, real-world approaches, whether applied to traditional nonprofit organizations, philanthropy, or government. The Non Nonprofit brings to life this unique twenty-first-century approach to solving our social problems across America, and policymakers, politicians, and all others who want to build a more productive and just society ought to study it carefully.


Bill George

  Minneapolis, Minnesota
December 2011

  

Bill George is professor of management practice at Harvard Business School and the author of True North: Discover Your Authentic Leadership. He is the former chairman and CEO of Medtronic, Inc.


Introduction


Historically, the most common response to social ills like poverty, homelessness, and poor education has been to spend more money. When money is tight, concerned citizens ramp up their efforts for more fundraising, more requests for federal grants and government funding, and, ultimately, more investment in short-term solutions to solve long-term problems. But these traditional efforts rarely yield sustainable long-term results. To make progress, leaders—in government, funding organizations, business, nonprofits, and social enterprise—need a new approach. They need an approach that integrates the best ideas of social programming with the expertise that the for-profit sector has acquired in achieving long-term outcomes. This book presents seven principles that equip leaders to do just that. These principles have demonstrated their ability to build healthy, effective organizations in both the for-profit and nonprofit sectors. Now we need to put them to work so that all organizations that strive to improve the social good can thrive through good economic times and bad.

These principles provide guidance for everything from strategic planning to organizational culture to policies, procedures, and programming. Organizations can, and should, adapt all of these activities as they respond to the world in which they operate and thereby grow and learn. These proven business principles remain steadfast, providing solid, unwavering direction that leads to positive, long-term results.

I began developing the seven principles during a twenty-two-year career in corporate America that led to an executive position at General Mills, a Fortune 100 company. Then I established Twin Cities RISE! (Responsible, Independent, Skilled, Employed) in the Minneapolis and St. Paul metropolitan area of Minnesota, a nonprofit dedicated to reducing poverty through job training, and I confirmed just how powerful these same principles are when applied to social issues. The Non Nonprofit describes exactly how the principles have contributed to successful outcomes at RISE! and how they strengthen social enterprises in the United States and around the rest of the world. (By social enterprise, I mean an organization that takes a business approach to attacking social problems regardless of whether the organization operates as a for-profit or nonprofit entity.) The Non Nonprofit poses questions to help leaders understand how the seven principles apply to their organizations. The book shows you how your organization can improve results for your clients and for society by putting these time-tested for-profit principles into practice.

WHY THE SEVEN PRINCIPLES ARE SO IMPORTANT NOW

    The United States urgently needs more effective enterprises dedicated to solving our social ills. Voices from the private sector, philanthropy, foundations, and state and national governments are all demanding greater productivity from our social-purpose organizations. In addition, although the recession of 2009 is easing as I write in 2011, it’s likely that government funding for many social programs will continue to decline despite an economic recovery.

One major reason is that health care costs are expected to grow at twice the rate of state revenue growth over the next twenty years. This is driven in part by an aging population that uses more health care and in part by spiraling health care costs. As a result, state budgets will have significantly fewer resources available for human services other than health care and K-12 education. At the federal level, virtually all the resources will be put toward social security, Medicare, Medicaid, interest on the debt, and defense. There will be little left for anything else. The “discretionary” programs that provide a better quality of life for individuals and society will suffer greatly.

These are programs like drug treatment, workforce development, higher education, and early childhood education—investments that promote long-term social and economic growth. Many of these programs are preventative, and they cost less than addressing the problem at the back end. Given this funding situation, it’s imperative that we become more productive in how we spend our money in nonprofits and social enterprises and do a better job of attracting new capital to these enterprises.

The seven principles set out in this book can enable us to do both. Twin Cities RISE! has tested these principles and achieved remarkable success. I established RISE! to alleviate chronic poverty by enabling participants to get and keep a living-wage job with benefits. RISE! educates, trains, and places its graduates and then counsels them through the first year of employment. Its graduates do indeed get good jobs, and they keep them. From 2007 to 2010, their salaries averaged around twenty-five thousand dollars, about three and a half to five times higher than they earned before they entered the program, depending on the year.1

RISE! serves people who are among the most difficult to employ in our society, those who are underserved by other workforce programs. They are typically the product of generations of poverty and unemployment. Most are ex-convicts or single mothers living on welfare whose obstacles to employment include low academic achievement, homelessness, and drug and alcohol addictions. Over the past fifteen years, the one- and two-year job retention rates for participants who have graduated from RISE! have averaged 80 percent and 72 percent, respectively. These retention levels are higher than those our customers regularly report when hiring people who have fewer obstacles through more traditional hiring channels. Moreover, among the ex-felons who have graduated from our program, we have reduced recidivism by approximately 60 percent, improving their lives and the lives of their families and lowering the cost to society.

RISE! has demonstrated the power of these seven principles when applied to the nonprofit sector. The principles provide tools for effectively addressing social problems even while government spending on preventative social programs declines. And RISE! is just one of a new wave of organizations that are benefiting from putting these tools into action.

THE SOCIAL ENTERPRISE MOVEMENT: NECESSITY IS THE MOTHER OF INNOVATION

    Fortunately, as the need for more effective social organizations has become urgent, innovation is proliferating among organizations that have a social purpose. Throughout the world, entrepreneurs with a social agenda are experimenting with new business models, new ways to finance start-ups and growth, and new ways to combine the practices of business and charity. Social entrepreneurship has become a recognized global movement.

The term social entrepreneur was in its infancy in 1980 when the organization Ashoka was founded by Bill Drayton in Arlington, Virginia, to support such enterprises.2 It took until 2006, when Muhammad Yunus, founder of Grameen Bank in Bangladesh, was awarded the Nobel Peace Prize, for social enterprise to achieve widespread recognition by the mainstream press, as well as by the government and business sectors.

Today the world abounds with pioneering organizations that have responded to the need for more productive social organization by finding innovative and successful ways to address social problems. They are getting these excellent results by using many of the same principles I present in this book. Throughout the book, I’ll be focusing on these nonprofits and social enterprises that range over a vast continuum of size and scale, from well-established giants to younger, dynamic, and fast-growing organizations:3

	CaringBridge.  Founded in 1997, CaringBridge provides free Web sites that connect people experiencing a significant health challenge to their friends, family, and other supporters. More than 275,000 Web sites have been created.
	College Summit.  Founded in 1993 in Washington, D.C., College Summit has helped schools with low-income students increase their college enrollment rates by nearly 20 percent over what it was before implementation. College Summit works with 180 schools in twelve states.
	Common Ground/Community Solutions.  Common Ground was founded in 1990 in New York City; Community Solutions, a spin-off, was launched in 2011. Common Ground works to end homelessness, particularly among the long-term homeless. It owns and manages housing that provides tenants with easy access to multiple support services. Community Solutions grew out of the work of Common Ground to bring proven innovations to communities seeking to end homelessness. Its national 100,000 Homes campaign seeks to get 100,000 homeless people into homes by July 2013.
	Grameen Bank.  Formally established in a village in Bangladesh in 1983, Grameen Bank has grown to an institution that makes microloans to 8.32 million borrowers, 97 percent of them women, in 81,372 villages.
	Habitat for Humanity.  Founded in 1976 in Americus, Georgia, Habitat’s primary activity is financing and building, rehabilitating, repairing, or improving houses with volunteer labor, including sweat equity—that is, construction labor from the owners-to-be. The organization has approximately fifteen hundred U.S. affiliates and five hundred international affiliated organizations in nearly eighty countries, with combined total net assets of $2.1 billion.
	Lumni.  Founded in 2002 in Chile, Lumni funds the higher education of students in the United States, Chile, Colombia, and Mexico. It raises capital from private investors and creates social investment funds that it manages in the expectation of making a profit. Rather than providing typical education loans, Lumni invests in students who commit to paying a fixed percentage of their income for a fixed number of months after graduation.
	Playworks.  Founded in 1996 in Oakland, California, Playworks works to improve learning in low-income, urban elementary schools through safe, healthy, inclusive, and positive play. It provides schools with a trained adult who teaches games, conflict resolution, and leadership skills during recess and other designated times. As of September 2011, Playworks served 320 schools in twenty-one cities. Teachers report that with Playworks in their schools, they can spend significantly more time teaching and less time dealing with conflicts and other problems.
	Twin Cities RISE!  Founded in Minneapolis, Minnesota, in 1994, Twin Cities RISE! seeks to end concentrated, multigenerational poverty by providing employers with skilled, reliable employees, primarily men of color. Since 1994, RISE! has grown from a pilot program with nineteen participants to an organization that serves more than fifteen hundred people every year.


These organizations are described in more detail in Appendix B and throughout the rest of this book.

The social enterprise movement is also demonstrating innovation in the funding of social ventures—new ways to capitalize on both start-up and growth. In 2009, Congress passed the Serve America Act, which includes provision for a social innovation fund. The fund enables the federal government to partner with the private sector in funding the scaling up of promising nonprofits that address our social problems.

Social entrepreneurs are testing new financial instruments that tap into the monetary value created when social ills are reduced. The social impact bond, launched in 2010, will fund programs to reduce recidivism among prisoners in Great Britain. In the United States, a group of colleagues and I have developed the human capital performance bond, a state-issued bond that will provide financing to social enterprises based on their achieving outcomes that increase state tax receipts (through higher incomes) and reduce state expenses (such as welfare and incarceration). A $10 million pilot has been approved by the state of Minnesota.

Social entrepreneurs have risen to the challenge of decreased governmental funding in this period of continuing social problems. Necessity has energized their power of innovation. Now is the time to accelerate these efforts.

HOW THE SEVEN PRINCIPLES WERE DEVELOPED

    So how did I, an executive vice president of a Fortune 100 company, get into the poverty alleviation business and come up with principles for strengthening nonprofits?

It began in 1991 when I hit a wall. I was forty-five years old, jetting around the world and earning more money than I’d ever imagined. I liked the people I worked with. I was proud of my company. But I realized I wasn’t growing or learning anymore.

I had begun working for General Mills in 1969, after earning my M.B.A. from the Wharton School at the University of Pennsylvania. Within eight years, I’d risen from marketing assistant to president of a new subsidiary, Yoplait USA. Within another six demanding but exhilarating years, we’d established Yoplait as one of the two dominant brands in yogurt. General Mills promoted me to executive vice president, to manage a group of domestic and international businesses.

At the same time, I was deeply involved with the community. I served on boards of for-profit and nonprofit organizations including the Donaldson Corporation, Minnesota Public Radio, the Bridge for Runaway Youth, and the Citizens League. Like other senior corporate officers, I served on the board of the General Mills’s philanthropic foundation, where I had the opportunity to observe some great ideas at work and some things that provoked my thinking because they simply didn’t make sense. The General Mills Foundation was considered at the time, and still is, one of the country’s top corporate philanthropic foundations.4 The company financed it consistently with about 3 percent of pretax profits and hired able leadership. General Mills supported a wide variety of social, educational, and cultural programs, including training programs for the poor. Our professional staff evaluated each organization and program thoroughly before recommending a grant. So it was clear that we wholeheartedly supported the training programs we funded, yet I observed that we rarely hired graduates of these programs. Why? For the most part, those graduates lacked the skills our company (and many other companies, too) required. My conclusion was that our standards for granting philanthropic support were lower than our standards for hiring people, a realization that provoked me to imagine better alternatives.

The General Mills Foundation also provided me with an unusual experience that demonstrated the strength of combining the best of business and nonprofit practices. I served as chair of ALTCARE, a joint program between General Mills and the Amherst W. Wilder Foundation, a large nonprofit in St. Paul, Minnesota. ALTCARE had developed a cost-effective alternative to nursing homes—a model for senior housing and assisted living that offered graduated health care as well as many of the amenities of homelike living, and at a substantially lower cost than a conventional nursing home. This joint project between Wilder, which knew senior housing and client care, and General Mills, which provided expertise in marketing and finance, was successful, and the model ultimately inspired the development of thousands of similar living arrangements for seniors throughout the United States. It convinced me that a combination of strengths from a nonprofit and a for-profit could tackle difficult problems and succeed.

In 1991, with a lot of ideas but no clear direction yet, I left General Mills and put my professional life on hold for a year. I vowed to spend more time with my family, especially my teenage son, Zack. With that vow, I headed directly to the personal and professional passion that would guide the rest of my life.

Zack was a member of the Minneapolis Initiative Against Racism, a group investigating poverty in the Twin Cities. At the invitation of Don Fraser, then mayor of Minneapolis, I joined the initiative’s economic development subcommittee and began to immerse myself in the conditions faced by the poor. One afternoon the whole catastrophe suddenly hit me personally: What would I do if I were poor, black, and stuck doing menial work for low pay? How could I get a better job? Where could I go for help? Who would take a chance on me if I were a school dropout, an ex-convict, or a recovering addict—or some combination of these?

I set out to find the answers, and what I learned led me to found Twin Cities RISE! Since opening our doors in 1994, RISE! has grown from a pilot program with nineteen participants to an organization that serves more than fifteen hundred people every year.

Throughout my corporate and nonprofit experience, I had been identifying and practicing what makes organizations strong and successful. Founding RISE! forced me to articulate the principles I’d learned. In the early days, Michael Patton, who had professionally evaluated hundreds of poverty programs, counseled me, “Don’t spend too much time on planning. Most organizations don’t end up doing their plans as written anyway. Figure out the tenets you’re going to live by and who you’re going to serve. Imagine a couple of participants. What do they need? And how are you going to provide it?”

I based our initial principles on my observations regarding what I had seen work and fail in both sectors, as both an executive and a member of corporate and nonprofit boards. As RISE! grew, I revised them based on our experience. We’ve learned exciting and often humbling lessons about what works and what doesn’t. I have talked with economists, researchers, and government officials and interviewed social entrepreneurs and the clients we serve. The seven principles in this book are the distillation of insight from a lot of good minds and lessons learned from the front line.

SEVEN FOR-PROFIT PRINCIPLES THAT BUILD NONPROFIT SUCCESS

    So here they are, the seven principles. They first proved their worth in for-profit business. Now they’ve demonstrated that they can strengthen social-purpose organizations—nonprofits and for-profits alike—so that those organizations achieve long-term, sustainable results.

Principle #1: Have a Clear and Appropriate Purpose

    Purpose establishes an organization’s rationale for existence. It is what an organization strives to achieve, and once that purpose is established, it doesn’t waver. It also expresses the passion that brings social entrepreneurs and nonprofit employees to their work. A clear and appropriate purpose inspires, guides, and energizes everyone associated with the organization.

Do you and those you work with believe, with every fiber of your being, that everyone deserves a decent place to live? Or a good education? Or the opportunity to raise themselves and their descendants out of poverty? Our purpose at RISE! is to reduce concentrated poverty, something we passionately believe in and work toward.

Your mission is what your organization does to fulfill its purpose. That is, the mission defines the aspect of the problem that your organization chooses to tackle and how you address it. For example, our purpose at RISE! is to reduce concentrated poverty, and our mission is to provide employers with skilled workers, primarily men of color who once lived in deep poverty. Our purpose drives not only our mission but also the way we measure progress and the way we communicate results. Great organizations refine their missions as they grow and learn and as conditions in the world change, but their purpose remains inviolate.

Principle #2: Measure What Counts

    Metrics have a way of focusing our attention. Whether we’re measuring return on investment or the SAT scores that colleges look at to determine admission, it’s human nature to spend our time, energy, and material resources to improve that which is being measured. In a world of limited resources, it’s critical to measure what counts because organizations get what they measure.

To achieve your mission, you have to focus on your desired outcomes—the results that fulfill your purpose. Getting a person off welfare and into a minimum-wage job may be an improvement, but does it significantly affect chronic, concentrated poverty? At RISE! we don’t think so. So the outcome we focus on is the number of participants who get and keep a job that has an annual salary of at least twenty thousand dollars plus benefits for at least two years.

Many other nonprofits are pressured by government and other funders to focus on the inputs and outputs of their program rather than meaningful, long-term outcomes. For example, traditional job training nonprofits measure inputs (number of participants, number of courses taken, and number of hours in training, for example) and outputs (number of participants who graduate and the proportion who land a job). These metrics can offer useful information, but they are not outcomes. You can waste precious resources by investing them in improving input and output metrics unless those metrics lead directly to the desired outcomes.

Principle #3: Be Market Driven

    There are many elements of marketing—advertising, brand management, and public relations, to name a few—but the most important one is the least often understood by traditional nonprofits: serving your customers. Again, it’s a matter of focus. Every nonprofit has many important stakeholders with many and varied needs. But a market-driven organization recognizes only one group as the customer. Out of all your stakeholders, your customer is the one who, more than anyone else, determines your survival and success. And, interestingly, your customer is not necessarily the people you serve.

College Summit, for example, refers to the high school students that it’s helping to get into college as its “clients.” Understanding clients’ needs and behaviors is a critical part of College Summit operations. But its customer is the school system and its representatives—the superintendent, principals, teachers, and other staff. The schools pay to bring in the program, although the amount is a small portion of the actual cost. The success of College Summit’s mission is determined more by the commitment of these customers than anything else. College Summit is always thinking about what their student clients need, but when they determine priorities, the school and its staff come first.

Principle #4: Create Mutual Accountability

    Successful organizations practice mutual accountability with every stakeholder, whether clients, participants, customers, donors, staff, or government. Mutual responsibilities are discussed up front, agreed on, and revisited as necessary throughout the relationship. When each party is held accountable for contributing to the venture, all parties are vested in its success, and the venture is more likely to be successful.

This is especially important for participants. When people get something for nothing, they don’t value it. Mutual accountability ensures that participants value what they receive, which means they are more likely to fulfill their commitments and succeed in the long run. Accountability is a bedrock of a successful life.

For example, all Habitat for Humanity home owners help build houses—their own and usually someone else’s—before they move into their own. Habitat believes that this principle of sweat equity creates a partnership with the home buyer. It believes that establishing mutual responsibility is not only the right thing to do for participants, but it builds community and attracts donations.

Principle #5: Support Personal Empowerment

    Many organizations talk about empowerment as a feeling of self-confidence and optimism that people acquire in the course of participating in a program. At RISE! we’ve found that isn’t enough. By empowerment, we mean a particular set of cognitive and emotional skills coupled with a positive belief system. Using these skills, a person can manage his or her emotions, thinking, and behavior to achieve positive, long-term life goals. Because of their positive beliefs about what is possible, empowered people don’t sabotage themselves. Rather, they make choices that optimize potential benefits to themselves and society. Achieving this degree of empowerment requires significant training for our participants.

Like many of our nonprofit colleagues, we work with people whose families have lived in poverty for generations. Individuals who are raised in this culture of generational poverty frequently feel victimized, powerless, and entitled. As our participants grew up, they learned a whole set of beliefs, thoughts, feelings, and behaviors that enabled them to live in that culture—survival skills that have now become counterproductive because their old approach undermines their ability to achieve their current goals. RISE!’s empowerment curriculum is based on research from clinical psychology in two major areas: cognitive restructuring through cognitive behavioral therapy, a talking therapy that, among other things, teaches a goal-oriented system of techniques to help patients address problems of dysfunctional emotions, behaviors, and cognitions; and emotional intelligence, the ability to identify, assess, and manage the emotions of oneself, others, and groups.

Participants take empowerment training throughout the ten or more months they work with RISE! They take classes, receive individual support from a professional coach, and practice their empowerment skills within the culture of our organization.

For change to endure, people must transform themselves; they must stop feeling powerless and start taking responsibility for their actions, stop feeling hopeless about their future, and start seeing better possibilities within their grasp. We have found that the personal resiliency, perseverance, and positive sense of self that participants acquire through empowerment training is the most important factor in their success in the program, at work and in life.

Principle #6: Create Economic Value from Social Benefit

    As a society, we are accustomed to thinking about social good in terms of moral imperative rather than economic benefit. But every improvement in social good does in fact have monetary value—to the participant, the state, or some other stakeholder. And in most situations, economists are able to assign a specific dollar value to that social benefit. Once we have that economic analysis, we can use it to develop new approaches to funding and financing social initiatives.

When a convicted felon gets a well-paying job and becomes a contributing member of society, obviously that’s good. It’s also economically valuable. When RISE! participants start earning a higher income, society benefits from increases in tax revenues and decreases in both public subsidies and the costs incurred by the criminal justice system.

We worked with economists to determine the precise numbers. This has made it possible to establish pay-for-performance relationships with the state and other funders. Our remuneration is based not on the number of participants we serve or even train, but rather on the number of graduates who get and keep a living-wage job with benefits, the value of which provides the state with an attractive return on its investment in RISE!

Recognizing the economic value of social good enables society to make better decisions about where to invest its limited resources and also allows the most successful organizations to grow.

Principle #7: Be Learning Driven

     Great organizations aren’t distinguished by getting it right the first time. Few, if any, do this. Rather, they are learning driven. That means you start your venture with a working model that makes sense based on your best thinking. Then you experiment, evaluate, adjust, experiment again, evaluate again, adjust again, and so on, until you achieve your outcomes. It takes a willingness to continuously gather intelligence about the environment in which you operate and regularly question your assumptions and practices. A learning-driven approach is an ongoing part of the strategy of great organizations.

Sometimes learning is imposed on us by outside forces like the 2009 worldwide economic recession or the 1998 flood that covered half the country of Bangladesh. Under crisis conditions, we are forced to find new ways to operate if we are to survive and continue working toward accomplishing our purpose. The recession led RISE! to create an internship program that proved to be so valuable we made it a permanent fixture in our program. The flood in Bangladesh pushed Grameen Bank toward several years of redesign that led to changes in processes and procedures so extensive that the bank is now referred to as Grameen Bank II.

The best organizations don’t wait for a crisis. They incorporate learning into their daily operations. Everything we do at RISE! is subject to change if change can improve what we do. Being learning driven requires that we understand the shifting needs of our customers and other stakeholders, evaluate our processes and results, and consistently challenge the status quo.

WHAT TO EXPECT FROM THIS BOOK

    This is not a scholarly work that attempts to present all that is known about building great nonprofits. It is my personal take on what I have learned—as a businessman, a nonprofit CEO, and a board member—about what enables organizations to excel. The seven principles are practical. They don’t take sides when it comes to politics. The principles themselves are neither conservative nor liberal, neither Republican nor Democratic. They rest firmly on the social and economic bottom line. My hope is that understanding the power of these principles will benefit not only nonprofit practitioners but also those in the policy and foundation world who are making decisions about them.

I continue to search for better methods and better answers and to learn from the sharpest minds. In these pages, I present stories and examples not just about RISE! but other successful organizations as well. I interviewed some of the most dynamic and inspiring nonprofit leaders and social entrepreneurs of our day so they could tell you in their own words the lessons they’ve learned. They are extraordinary people—optimistic, bright, and very impatient.

Take Felipe Vergara. His for-profit social enterprise, Lumni, provides money for students in four countries to obtain postsecondary education. Lumni funds these efforts with private investment capital in an innovative system that has won international recognition. Years ago in graduate school, he heard Miguel Palacios, a researcher, talk about “human capital financing” and how it would probably be revolutionizing social enterprise financing in thirty years or so. Vergara’s response was, “Why wait?”

He’s right. Now is not the time to linger over how we did things in the past. It’s time to harvest the best from the for-profit and nonprofit worlds and build organizations that are stronger than ever before. I invite you to put these seven principles to work in your organization and to insist that they be applied in the policies you support.

Why wait?

Notes
1.  The median income in the Twin Cities (the Minneapolis and St. Paul metropolitan areas) was $45,310 in 2007 and $46,087 in 2010.

2.  D. Bornstein and S. Davis, Social Entrepreneurship: What Everyone Needs to Know (New York: Oxford University Press, 2010).

3.  The information for the organizations comes from their respective Web sites.

4.  General Mills’s charitable leadership was evidenced through the foundation’s position as 33rd in giving among all U.S. corporations in 2010, while it was only the 206th largest corporation in revenues. It received numerous awards, including the Harvard Dively Award for corporate social responsibility and a Presidential Citation for Social Responsibility for its ALTCARE venture.
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    Principle #1

Have a Clear and Appropriate Purpose


Former Medtronic CEO Bill George likes to tell a story about an exceptional worker in his cardiac pacemaker factory. Her record of quality and speed stood out even in a group of high-performing peers. When asked what drove her, she replied, “I’m not making medical devices. I’m saving lives.” Whether your business is pacemakers or yogurt or job training and placement, your workers need a reason to give their best to your enterprise. They need a reason to tolerate the inconveniences and obstacles that are part of daily work life. They need a clear and appropriate purpose.

I define purpose as why an organization was created, which is different from an organization’s mission. Mission, what the organization intends to do to fulfill its purpose, speaks specifically to how this organization will bring value into the world. Purpose speaks to what that value is. Different organizations, including those referred to in this book, may use different terms for purpose and mission. The important thing isn’t the specific terminology; it is the clarity with which your organization understands and practices these concepts.

This is true whether the organization is a nonprofit, a government agency, an artistic organization, or a for-profit corporation. Many people think that the main purpose of a for-profit company is to make money. I disagree. In my three decades of experience in the for-profit sector, I have observed that the best-performing organizations think of the bottom line as the result of focusing on purpose and mission, taking action based on that focus, and executing those actions well. They consider their profits an outcome rather than their reason for existence.

At General Mills, for example, some people would have said that Yoplait was in the business of manufacturing and selling yogurt. We recognized, however, that consumers wanted more nutritious, convenient, and great-tasting food. We saw ourselves as providing a delicious food choice that met their needs. As a purpose, that’s not as earth-shaking as saving lives, but it provided a standard of excellence for our work that motivated employees and led to solid financial outcomes.

Why the emphasis on purpose in a book about social-purpose organizations? After all, organizations that tackle our greatest social problems already know why they exist. But the best organizations—whether for-profit or nonprofit—do more than know their purpose. They hold themselves accountable to serving that purpose in everything they do. They are more effective because they continually focus their efforts and resources on what will accomplish their purpose. They’re less likely to get sidetracked. Too many organizations fall into the trap of being distracted from their original intent.

Here’s how we might have strayed off course at RISE! Everyone knows that helping an unemployed person get a job is a good thing, so we could have been satisfied with getting any job for our participants. However, our purpose at RISE! is “to reduce concentrated poverty,” so the bigger question is, Will this job raise this person out of poverty? Does placement equate to rising above poverty? Not if the job pays minimum wage and the person leaves after six months. A clear purpose not only sets direction, but functions as a standard against which to test all decisions and actions.

HOW RISE! DEVELOPED ITS PURPOSE AND MISSION

I founded RISE! in order to combat poverty in the Twin Cities. But before I could do that, I had to learn about poverty in the United States. I discovered that when Lyndon Johnson declared a war on poverty in 1964, about 20 percent of the total population of the United States was living in poverty, according to the U.S. Census.1 The figure dropped steadily over the next decade to about 11 percent, due largely to the extension of social security benefits to the elderly. It bounced up during the 1980s, leveled off in 2006 to between 12 and 13 percent, and steadily climbed to 15.1 percent in 2010. By the same year, the rate of poverty among black Americans had also risen to 27.4 percent, more than three times the rate for whites, with much higher figures among younger black men.2

After three decades of spending federal and private money on this issue, why had it grown worse and not better? I decided to find out.

In 1993, I visited antipoverty and job training programs in Minneapolis, St. Paul, Chicago, Indianapolis, Atlanta, Detroit, Los Angeles, and New York. I met with scores of people who were committed to guiding the poor toward economic self-sufficiency. I found a continuum of processes and results among the providers. At one end of the continuum were hundreds of nonprofits that provided short-term training and placement services for the poor. Their goal was to get people into jobs—any jobs. Typically these jobs paid minimum wage or just above it. These nonprofits were financed primarily by federal Jobs Partnership Training Act programs for poor adults or by welfare-to-work programs directed toward parents, who were almost always unmarried women.3

Most of these programs operated on the assumption that once people got started on the path to economic self-sufficiency, they could bootstrap themselves the rest of the way.4 I found no evidence to support this conclusion in evaluations of federal programs.5 In addition, little government support existed for programs that aimed to provide jobs that pay a living wage6 (about twenty thousand dollars annually, plus benefits) to people with multiple barriers to success like a criminal record, low academic skills, few occupational skills, or drug and alcohol abuse.7

At the other end of the continuum of antipoverty program providers were community colleges, technical and trade schools, and proprietary education programs. Although they often enroll people with multiple barriers to success, the graduation rate is low: fewer than 15 percent of them earn degrees.8 Without the skills to secure better-paying jobs and with limited access to training that would increase their job skills, these disadvantaged workers remain stuck in dead-end jobs where real earnings—as well as employment levels—have been decreasing since the 1970s.

At the same time I was researching antipoverty programs, I sometimes heard people who were not working with the poor say things like, “My father came to this country with nothing, and he made it to the middle class. Why can’t they?” Underlying this statement is the question: Why do some of our American poor remain stuck in poverty while many immigrants are able to work their way up? The answer lies in the distinction between situational and generational poverty.9

Those whose poverty is related to their situation—being an immigrant or having lost a job or a spouse—have been impoverished by circumstances. They often succeed in overcoming their poverty as a result of help from family support, skills acquired in previous jobs, and personal qualities like a strong work ethic. They believe that if they work hard and make sacrifices today, their tomorrows—or their children’s tomorrows—will be brighter.

The prospects are quite different for some groups of poor Americans, when two or more generations have lived in poverty. A culture can emerge that typically produces a damaged sense of self-worth combined with a feeling of entitlement: I’m a powerless victim. Someone else is responsible for my situation and owes me. Most harmful of all is the sense of hopelessness that accompanies this mind-set: If there’s no hope, why take action? But those who don’t take determined action to rise above poverty won’t do so.

In developing our purpose and mission, it became clear that we had to address generational poverty and come up with something that produces better results than those that existed at the time.

RISE!’S PURPOSE AND MISSION—AND HOW THEY HELP US SUCCEED

At RISE! we put a lot of time and energy into deciding what our purpose and our mission should be. The effort paid off by making us more effective at achieving our outcomes.

We define our purpose as reducing concentrated poverty and our mission as providing employers with skilled workers, primarily men of color who were once poverty stricken. Our purpose focuses on concentrated poverty. Generational poverty thrives in concentrated, economically depressed, mostly urban neighborhoods. This concentrated poverty is less amenable to change and more damaging to our society than poverty in general. Children who are raised in such an environment of high unemployment, high crime, housing decay, and hopelessness have a hard time escaping poverty. Therefore, improvements in concentrated poverty have the potential to bring great benefits.

Our mission focuses on employers as our customers because employers supply the jobs. They set the standards for the job market in which we place individuals. Our success or failure as an organization depends on our ability to meet their needs. Our mission also focuses on job training for men of color, although we enroll people of both sexes and all races. Why? Impoverished minorities have represented an increasing proportion of the Twin Cities population—4 to 8 percent in the 1980s when we were developing RISE!, a number that was projected to double in each of the next two decades.10 In addition, the Twin Cities have the dubious distinction of having an unusually high gap in unemployment rates between blacks and whites.11 In 2010, according to the U.S. Bureau of Labor and Statistics, it was the worst in the nation.12 Impoverished men are underserved because programs designed to get people off welfare serve custodial parents who are primarily women. At the same time, these men have great potential to help their families break the cycle of generational poverty by becoming role models and contributing to the family income as resident parents or through child support payments, to name just a few ways. Federal and state policy (and spending) doesn’t squarely address the great leverage that these men can have in reducing the long-standing poverty of these families.

    RISE!’s Purpose and Mission

        Purpose:  To reduce concentrated poverty
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    Because we are dedicated to breaking the cycle of poverty, we target jobs that start above the poverty line—jobs that pay no less than twenty thousand dollars a year plus benefits. In addition, our training is geared toward preparing our graduates to succeed at jobs that not only pay a living wage but provide benefits and offer prospects for advancement. In other words, RISE! is not a quick fix for the problems of poverty. We’re committed to long-term solutions. Training that enables a person to obtain a job but not keep it and grow doesn’t serve the interests of that individual or society.

Consciousness of our purpose reinforces our long-term perspective. The world is always changing; this includes the types of skills and employees needed, the kinds of participants who come to us at RISE!, the requirements of funders, and the economic and political climate. When something does change, focusing on our purpose enables us to adjust our course without losing our sense of direction.

A clearly defined mission operationalizes an organization’s purpose. It says, “Here’s what we do,” and, by implication, “Here’s what we don’t do.” A clear mission helps ensure that people have clear goals and don’t get sidetracked, wasting valuable resources in the process. The success of any organization depends on using that mission to guide your actions.

In our early days, for example, we considered operating a facility to house men in the program who were homeless, since a lack of safe and secure housing is a primary reason for dropping out of the program prematurely. Our research revealed that operating a housing facility would require additional capital, risks, and skills that we didn’t possess. It also identified other competent organizations already providing these services, and so we decided that operating such a facility wasn’t central to our mission. Furthermore, we could address the problem by developing relationships with independent housing providers, which we did. As a result, we remained focused on the areas where we had skills and were building a competitive advantage while avoiding a direction that would have diverted our attention and resources.

THE ALL-IMPORTANT ALIGNMENT OF PURPOSE, MISSION, AND PROGRAMS

When purpose guides mission and mission determines programming, you have a beneficial chain that makes any enterprise, business or social, more effective. With the organization headed in a clear direction, people make better decisions and use resources more wisely. The organization is more productive.

In the case of RISE! our mission states that we serve employers by providing skilled workers, so our programming must meet employers’ needs. To develop our curriculum, we solicit input from employers as well as from adult education experts and other human development experts.

Based on that input, we provide extensive training and development to prepare participants for jobs in two primary areas: operations (materials handling, warehousing, manufacturing, and machine operations) and office support (customer service, clerical work, financial services, and call centers). That training covers not only occupational skills but also remedial academic subjects, such as computer training, math, reading, speaking, and writing.

To accomplish our purpose and mission, we have discovered, we also must provide training in personal accountability and empowerment, two of the proven principles that are essential for success in the world of work. Including this training separates our approach from virtually all other poverty and training programs.

A new cycle of classes begins every ten weeks. On average, the program takes thirteen months to complete, although some participants take less than six months and others up to two years to graduate. The difference depends on what competencies and barriers they enter with and what obstacles arise along the way. For example, some have had to drop out to attend to family emergencies and have returned later.

Our purpose gives us a long-term perspective, so our program reflects that. Unlike many other programs, our commitment is not time dependent. In exchange for participants’ dedication, hard work, and mastery, we guarantee that we will work with them as long as it takes—whatever they need to develop marketable skills, use those skills to get a job, and stay on the job for at least one year. As long as a person is showing up on time, doing the work, and moving toward full employment, we continue to invest in him or her. Our program is designed to prepare participants for their long-term commitment to their new jobs and more productive lives.

WHEN MISSION MET REALITY AT COMMON GROUND

An organization’s purpose is a steady and unwavering statement of its intention. Its mission and strategies, however, may need to change—or be rethought—as it encounters a world that behaves differently from what its leaders anticipated. Common Ground’s purpose is and always has been to “end homelessness,” but when its original mission and strategies hit a stumbling block, the organization managed to rethink and alter its approach.

One of its first triumphs occurred in the early 1990s when it finished converting the historic Times Square Hotel in New York City into 652 supportive housing apartments for tenants who were low income, formerly homeless, or living with HIV/AIDS, or some combination of these. Supportive housing incorporates services that address tenants’ mental and physical health issues, helps them pursue jobs and education, and otherwise moves them toward stable and productive lives.

Common Ground saw its role in ending homelessness as providing exemplary housing for the people it thinks of as “the most vulnerable among us.” It had what founder and president Rosanne Haggerty calls “a housing mission.”

Then came the great letdown—and the great aha!—that moved Common Ground from focusing solely on developing housing to ultimately creating a national organization to spearhead today’s 100,000 Homes campaign.

“We started out as housing developers,” says Haggerty. “Our innovation was doing supportive housing at a much larger scale [than had been done before], serving a mixed-income group, incorporating job creation and training.” She continues:

After we’d done the Times Square project, we continued to see the same people on the street who lived there before we did the project. This wasn’t supposed to happen. We wondered why we hadn’t reached them. Outreach teams working with the homeless on the street told us that these individuals refused their help and were choosing to be homeless. We foolishly believed that.

[Then one day] we got a call from a local hospital. An elderly woman had named us as her next of kin and wanted to move to the Times Square Hotel. She turned out to be one of the people we’d seen on the street for years. We broke all our rules and found a way to move her right away into the building.

When she moved in, we asked her why she hadn’t wanted to move into our building before. And she told us, “Nobody asked me. People asked me if I wanted to go to a shelter or stay on the street. Nobody ever asked me if I wanted help finding my own place.”

That was the great aha! We then sent two interns out to talk to the people living on the street. We were stunned by what we learned. No one had been offered help with housing. What these individuals wanted was a home; they didn’t want to be in shelters because they felt frightened or dehumanized there. Yet there was no system to connect them with anything but shelter.

That was the beginning of what became the “Street to Home Program,” a process for moving the most vulnerable homeless directly into homes and systematically reducing street homelessness. We learned that you have to ask a lot more questions and look at people’s actual experience of homelessness. In fact, for most people who are homeless, it’s a very short-term experience and they find their own way out of it. We learned that we needed to focus on those who got stuck in homelessness and help them through the process of finding a home. That was a revelation to us and the field.

Common Ground’s purpose—to end homelessness—was as strong as ever. But what it had learned led it to refine its mission. To have greater impact on the problem as a whole, Common Ground began to prioritize its efforts toward the long-term homeless. But who were these people who spent years, and even decades, living on urban streets?

Haggerty and her colleagues became familiar with the public health work of James O’Connell and Stephen Hwang, physicians who had studied the causes of death among homeless people. People living on the street often die young—in their forties and fifties—from a combination of physical and mental problems. They do get medical care in emergency rooms, but that’s expensive, and continuing care is a problem. Most have nowhere safe to store their medications, no refrigerator to preserve insulin or other drugs, and often limited ability to get to follow-up visits with a physician.

“If you want to solve a public health problem, you have to figure out who’s most vulnerable, to understand degrees of severity,” says Haggerty. “We realized that a public health approach should be applied to homelessness, and to begin to solve this problem we needed to know who specifically was in the worst health. And to use housing as a critical intervention.” With O’Connell, Hwang, and other collaborators, Common Ground developed a “vulnerability index” that ranks the homeless by health risk and prioritizes them for housing.

Common Ground still develops and manages supportive housing, because, notes Haggerty, “There is still a shortage of affordable and supportive housing.” Tenants succeed in their buildings, which have a retention rate of between 85 and 90 percent.

But, Haggerty continues, “it’s been very interesting. In the first twenty years, with our housing-focused mission, we assisted over forty-five hundred people in overcoming homelessness. But we knew that truly working to end homelessness would require a new way of working, which is why Community Solutions was formed. In the past eighteen months, we have organized partners throughout the country to adopt the tools and processes that reduce street homelessness.” In July 2010, Community Solutions launched the 100,000 Homes campaign, a partnership of organizations in more than ninety communities working collectively to place 100,000 of the most vulnerable, chronically homeless people into permanent supportive housing by 2013. As of July 2011, over 10,000 had been housed, on track to meet that deadline. Clearly introducing a new strategy and organization to focus first on the homeless person and then on the housing appears promising.

All nonprofits can learn from the Common Ground/Community Solutions experience. You hold steady to your purpose. But just as important, you need to maintain flexibility when it comes to mission, strategy, and tactics. Common Ground kept expanding its understanding of the problem it was addressing and the environment it operated in. It used that knowledge to adjust its mission, strategy, and tactics and even to spin off a new organization to become more effective, by an order of magnitude, at serving their purpose.

COMMUNICATING YOUR PURPOSE TO EACH GROUP OF STAKEHOLDERS

The purpose and mission of an organization must be communicated clearly, frequently, and in specific ways to each stakeholder. Why take the trouble to convey this message to all stakeholders rather than just customers or participants? Stakeholders who clearly understand your purpose and mission are better able to support it. They give you better feedback on the effectiveness of your efforts. They are more willing to work through difficulties. You are able to develop a stronger, long-term relationship with your stakeholders, and they become partners in serving your purpose as a result.

Communicating purpose and mission is an essential and ongoing task that requires understanding the perceptions and misperceptions that each group is likely to have—and the ways in which they receive information best.

Nonprofits take on big challenges. We can use all the help we can get. Hone your message to the needs of each group of stakeholders. Find ways to reinforce that message on an ongoing basis. When you need stakeholder support, they will know why you’re important, they’ll believe in you, and they’ll be there.

Here’s how we hone and communicate our message at RISE!

Participants

To help participants understand our mission, we reinforce it from the first day of their probationary period in the program through to the end of their first year of employment. Mission finds its way into every written communication: our handbook, written agreement with participants, and training materials. We design our physical environment to be as businesslike as possible to communicate the professional approach that our mission implies. Teachers, trainers, and coaches convey the message in personal and group communications. (Coaches are staff members who teach, mentor, and troubleshoot, working one-on-one with participants to help them succeed at RISE! and in their first job after graduation.)

We hold a celebration every ten weeks where we recognize participants’ accomplishments in achieving our mission. We present a ring to each graduate who has been on the job for one year. These celebrations also help our staff and volunteers to recharge their batteries and renew their sense of accomplishment and purpose.

The media we use to communicate with our other stakeholders are fairly typical—personal meetings, e-mail blasts, annual reports, quarterly letters. But we tailor our message carefully—to address each group’s understanding and possible misunderstanding.

Customer Companies

To help customer companies, we have found that we need to address confusion about the business approach we take toward alleviating poverty. For those who think of RISE! as a job training and placement organization alone, we clarify that we are an antipoverty organization. We help our customer companies understand that we view training and placement as solutions for alleviating poverty—our reason for being. This does not mean, however, that our standards for skilled employees are compromised by our purpose. A key part of alleviating poverty is to provide fully qualified employees who keep their jobs and progress in their work lives.

Contributors and Funders

We help contributors and funders understand our purpose and mission—especially those who challenge our focus on training men of color. Our message to contributors is that we do accept all races, genders, and ethnicities; however, our priority is on men of color because of the enormous leverage they can have in alleviating generational poverty. As responsible wage-earning men in communities where children know few such men, they can be powerful role models. They also provide income toward raising their children, which can lift a family above the poverty line, something a single parent working at minimum wage often can’t accomplish. And they are underserved by both private and government-sponsored programs because of the governmental focus on reducing welfare rather than alleviating poverty.

Staff

To help our staff understand our purpose and mission, we give them ongoing opportunities to encounter them. We have company meetings where our purpose and mission are explained, discussed, and sometimes challenged. Both are prominent in our employee handbook. Most important, we operationalize purpose and mission through our programming, and we articulate to employees how we have done so.

At RISE! I speak with every new employee. I want them to understand our mission and principles intellectually, of course. But I also want them to experience the passion with which our organization was founded. This communication process is particularly important because each person brings different expectations and experiences from his or her background in social services, business, or education.

STAYING FINANCIALLY SECURE WHILE HOLDING TRUE TO YOUR MISSION

Maintaining the integrity of your mission can be quite a challenge when funders are providing funds for initiatives that are related to your mission but really don’t support it. Some nonprofits chase such monetary support because they believe it’s the only way they can survive. That’s a bad idea, but it’s tempting.

When I spoke to Felipe Vergara, cofounder of Lumni, which funds higher education costs through private capital, he had just completed a round of funding and was aware of how difficult staying true to your mission can be. Vergara explained, “When you are beginning an organization, there is a tyranny in the scarcity of cash. The principles are in the mind and the heart of the leader. But you need to pay salaries at the end of the month. Cash difficulties are a huge distortion sometimes.”13

The key is to avoid offering a jumble of unrelated programs that reflect the interests of your funding sources rather than your own purpose and mission. Organizations that get too far off course never reach the critical mass that enables them to make a difference in any one area. They ultimately lose sight of their purpose. This is why so many organizations don’t do as much good as they might and why some close down.

At RISE! maintaining the integrity of our mission proved to be more challenging than we anticipated. Millions of federal dollars were readily available for welfare-to-work initiatives, short-term training, and working with higher-functioning dislocated workers, but much less was (and is) available for longer-term training for people with criminal records, low skill levels, and multiple personal issues. I’ll admit we were tempted to go after the easier money—though in the end we didn’t because that would have meant not being true to our mission. This isn’t to say that supplementary ventures inevitably subvert an organization’s purpose. Many nonprofits successfully generate funds from leveraging their intellectual property.

As a board member of American Public Media/Minnesota Public Radio, I was privileged to participate in one of the best of these ventures—a highly successful, revenue-producing initiative that began accidentally. Founded in 1967, Minnesota Public Radio (MPR; and its parent company, American Public Media) began as a single classical music radio station and has grown into the largest regional public radio network in the country: a forty-two-station network serving virtually all of Minnesota, parts of surrounding states, and stations in Los Angeles and Miami. It also syndicates nationally shows that it produces, like Marketplace, Speaking of Faith, and A Prairie Home Companion. With an impressive list of awards, it has grown into an influential national presence.

One of the reasons for MPR’s remarkable growth has been its ability to convert its know-how into money-raising ventures that have generated support for its mission-driven activities. MPR’s purpose (which it calls its mission) is “to enrich the mind and nourish the spirit, thereby assisting our audiences to enhance their lives, expand perspectives and strengthen their communities.” It does this by creating and broadcasting news, entertainment, and music programming. In the process, it creates a great deal of intellectual property, including the program that first brought it national attention, A Prairie Home Companion, a radio variety show hosted by Garrison Keillor that is broadcast in the United Sates and internationally by public radio stations and the Internet.

In the early days of A Prairie Home Companion, long before it became a national hit, Keillor promised during a broadcast to send a Powdermilk Biscuit poster to anyone who asked for one. (Powdermilk Biscuits is a fictional sponsor of the program, and its catchy little jingle is sung during every show.) I suspect MPR was testing how many listeners were paying close attention. Expecting only a handful of requests, the show’s staff was overwhelmed, and dismayed, when thousands of requests poured in. To fulfill all of the requests could have meant financial ruin for the station. Thinking quickly, MPR decided to honor every request and, in hopes of defraying the cost, to include with each poster an order form for T-shirts, coffee mugs, and other Prairie Home paraphernalia.

Again, the response far exceeded expectations. It had to develop a major mail order business to meet the demand—a wonderful thing that ultimately led to even more problems. The revenue from selling the merchandise not only threatened the station’s tax-exempt status as a nonprofit, it also overwhelmed the governance capabilities of its board. So MPR’s parent organization formed Rivertown Trading Company and its holding company, Greenspring Corporation, a separate, for-profit corporation with its own board to oversee the station’s business enterprises. Some members of the board were common to both organizations to ensure MPR’s interests were served, but the majority of directors were chosen for their business acumen alone. This enabled the MPR board to focus on its mission and purpose while its for-profit board focused on running a business. I was a member of both. No longer were MPR board meetings concerned with inventory risks, for example, a subject better left to its for-profit. Over the years, Greenspring (through its Rivertown Trading Company subsidiary) provided tens of millions of dollars to MPR for its operating and capital needs. MPR later sold Rivertown Trading for more than $120 million and used the money to boost its endowment and to fund additional projects.

So by using business ingenuity and leveraging its intellectual property, MPR was able to stay true to its mission, finance its growth, and remain financially secure. MPR has become the most successful and largest regional public radio organization in the country, as well as a pioneer in Internet media.

I looked for ways in which we at RISE! could also leverage our intellectual property. It was clear that the empowerment program we had developed could be valuable to others in the business, nonprofit, and education worlds. Such a venture would offset the costs of running our core program and increase our base of customer contacts. And the more feedback we received from these other groups, the more we could improve the training.

I was convinced that we could market our empowerment curriculum without getting sidetracked from our purpose. Our board had its doubts. Some members thought that the effort would divert resources and management attention from our primary objectives. Others were concerned that it would require investment spending we couldn’t afford. Still others worried about a potential conflict for resources. For these good reasons, we decided to start small. We created the Empowerment Institute, a specific group within RISE! that is managed separately so that RISE! can focus on its mission. The Empowerment Institute earns revenue to support RISE!’s mission by marketing our empowerment training to customers in markets outside those RISE! is dedicated to serving. Institute staff conduct training and also do train-the-trainer sessions using a curriculum we designed to take our content to participants outside our program. Our first customers were in the corporate and social services sectors, and we continue to work with clients there. More recently we’ve been working in education. Colleges and universities have an acute need to improve retention and graduation rates, especially among students who are the first generation of their family to attend. Our empowerment training is helping students deal with stress and continue their education while improving the educational institution’s revenue (since students who continue their studies continue to pay tuition). In public middle schools, our empowerment training is giving students with behavior and emotional disorders the skills to attend mainstream classes. Corrections programs are using our empowerment training to improve reentry and recidivism among former convicts. The list of empowerment applications goes on and on. (You’ll read more about the Empowerment Institute in Chapter Five.)

As we hoped, the Empowerment Institute has increased our revenues and extended our contacts for our core business. It has also served to confirm the value of our empowered approach to solving difficult issues in schools, universities, prisons, and other organizations. Seeking new sources of revenue by exploiting intellectual capital is often tempting, and it can certainly be a worthwhile venture that contributes to financial stability. However, you need to be careful to organize, resource, and govern these activities so that they do not interfere with your purpose and mission. Otherwise you risk jeopardizing your organization’s very reason for being.

A SENSE OF PURPOSE IS ESSENTIAL FOR HUMAN SURVIVAL

How important is purpose, really? Many of us have worked in places where purpose is just an inspirational slogan on the wall that people rarely even glance at. Is that really so bad? If we step out of the realm of organization life and into one of the darkest times of world history, we learn that human beings need purpose. It’s as elemental as food or water. A wise leader respects that human need and responds to it.

I find great insight in the work of Victor Frankl, a Holocaust survivor. In his book Man’s Search for Meaning, Frankl contemplates what made survivors of concentration camps like himself different from many of those who perished under Nazi barbarism.14 It wasn’t physical strength, age, or even health that determined who lived or died, the distinguished Austrian psychiatrist wrote. Many who were weaker, older, and sickly survived when others did not. Frankl concluded that survivors were distinguished by their ability to envision a future for themselves despite their suffering. They believed there was purpose to their lives then and in the future. They did not surrender to despair.

It may seem counterintuitive for an older person to be able to envision a future better than a younger one, but that is exactly the point. People of all ages and conditions can choose to live a life dedicated to purpose. The survivors were literally living proof of Friedrich Nietzsche’s maxim, “He who has a why to live for can bear any how.”15

Most of us will never go through anything like the horror that Frankl experienced, but the lesson is clear: as people and organizations go through triumphs and tragedies, they are more likely to thrive if they are focused on a clear and appropriate purpose.

For exemplary organizations, mission and strategy, and goals and tactics, are open to adjustment based on changing conditions and ongoing learning. Purpose is not. It is the guiding force and moral compass that keeps us focused on our true north. It is inviolate.

QUESTIONS TO HELP YOUR ORGANIZATION BECOME MORE PURPOSE DRIVEN

	Does your organization have a clearly articulated purpose that motivates people to do their best?
	Does your mission articulate specifically how your organization serves your purpose?
	How do you communicate your purpose and mission? Exactly what do you say, and where do you say it? What do you communicate with your behavior? (Your actions are more important than anything that you hang on the wall or put in an employee handbook.)
	What are the specific barriers to communication for each group of stakeholders? How could you tailor the message—and the way you communicate that message—to best reach each group?
	Are the services or products you provide in alignment with your purpose and mission? Is there some enterprise or activity that doesn’t fit but nonetheless has become part of your organization’s work? This could be the result of legacy decisions, financial reasons, decisions made in crisis mode, or deliberate, well-thought-out choices. Are the reasons currently compelling enough to continue pursuing that activity, or are you diverting precious resources that could be spent on achieving your mission?
	Should you adjust your organization’s approach to serving your purpose in light of new information or changing circumstances? Could you become more effective by shifting your focus, as Common Ground did? How has your understanding of the issues you address become more clear and accurate? What actions does this suggest?



Notes
1.  U.S. Bureau of the Census, Current Population Survey, Historical Poverty Tables, various years, http://www.census.gov/hhes/www/poverty/data/historical/index.html.

2.  Ibid.

3.  See L. Orr and others, The National JTPA Study: Impacts, Benefits, and Costs of Title II=A (Bethesda, Md.: Abt Associates, Mar. 1994).

4.  See J. Wallace, “A Vision for the Workforce Investment System” (New York: MDRC, Jan. 2007), for a good discussion of federal workforce policies and their consequences. Wallace maintains that workforce programs (apart from welfare programs) have been targeted toward getting the unemployed into any job, with little regard for a living-wage salary, retention, or advancement, the key requirements of moving up the economic ladder.

5.  A 1994 study of federal Jobs Partnership Training Act programs—“Executive Summary, GAIN Benefits, Costs, and Three-Year Impacts of a Welfare to Work Program” (New York: MDRC, Sept. 1994)—and other MDRC reports of state welfare-to-work program evaluations, for instance, showed that the average placement wage was only $4,439. After five years of employment, there was less than a 5 percent difference in earnings between those who were given training or placement services and a control group that received no services. MDRC found that most welfare-to-work programs increased individual earnings but lifted few families above the poverty line. Studies of state welfare-to-work programs, some of which provided short-term training and others job search assistance, showed similar results as MDRC concluded a dozen state welfare-to-work programs in 2000 (S. Freedman and others, Evaluating Alternative Welfare to Work Approaches: Two-Year Impacts for Eleven Programs [New York: MDRC, June 2000]). Indeed, the average income in the second year of employment was less than $8,000 for the best-performing welfare-to-work site—$3,250 below the poverty line of $11,250 for a family of two in the same year.

6.  There is no agreement on what constitutes a living wage, but many practitioners use 200 percent of the federal poverty guideline. The 2011 guidelines vary with family size and geographical location: for a single adult in the forty-eight contiguous states, the guideline is $10,890 and for a family of four, $22,350. Each additional family member adds $3,820.

7.  R. Spence and B. Kiel, “Skilling the Workforce ‘On the Cheap’: Ongoing Shortfalls in Federal Funding for Workforce Development” (Washington, D.C.: Workforce Alliance, Sept. 2003).

8.  Digest of Educational Statistics 2005 (Washington, D.C.: National Center for Education Statistics, 2005).

9.  For more on situational versus generational poverty, see R. Payne, A Framework for Understanding Poverty (Highlands, Tex.: aha! Process, 2005).

10.  Brookings Institution Metropolitan Policy Program, Mind the Gap: Reducing Disparities to Improve Regional Competitiveness in the Twin Cities (Washington, D.C.: Brookings Institution, 2005).

11.  Ibid.

12.  “Newly released figures from the U.S. Bureau of Labor Statistics place Minnesota’s 2010 black jobless rate at 22 percent. That’s 3.4 times the white rate of 6.4 percent, giving the state the largest gap in the country. A 2009 analysis by the Economic Policy Institute found that among 18 of the largest metro areas, the Twin Cities had the biggest gap between white and black unemployment. The state’s black population is concentrated in the Twin Cities.” “Twin Cities Jobless Gap Worst in Nation,” Star Tribune, Mar. 23, 2011.

13.  Interview with F. Vergara, cofounder and CEO of Lumni, Jan. 18, 2011.

14.  V. Frankl, Man’s Search for Meaning (1946).

15.  F. Nietzsche, Twilight of the Idols (1889).
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