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1.  Where can we find the money to

meet the needs of those we serve?

Our communities have always relied upon social enterprises to step in and
help when business and governments were unable or unwilling to contribute to
the well being of others or take proper care of our environment.

In our current tough economic times, traditional sources of funding for
social enterprises (governments, foundations and businesses) are drying up
while the needs of the community are increasing. Reduced tax revenue and
increasing demands limit our governmentsO ability to support worthy causes. With
falling revenues and profits, businesses are cutting things that are Onice to doQO
and shrinking funds means foundations have less money to distribute.

This will hit the small not-for-profits the hardest. Since 5% of the not-for-
profit enterprises in Canada receive 85% of charity dollars, the larger ones will be
better able to survive.

Thus, with the downturn in our economy and more people needing help,
we are asking fewer and fewer social enterprises to make an even greater
contribution to our communities. If our social enterprises are going to not only
survive but also take on these increasing demands, we need to change the way
we engage the community, business and government in social issues.

Not-for-profits will go under because "they want to do the same things the
same way - because they don't want to look at partnerships,” said Rick
Blickstead, CEO of the Wellesley Institute.

But it is not just community social agencies that are suffering. Any group,
including education and the arts, relying upon government funding for all or part
of its revenue is in difficulty.

In many areas our education system is under pressure to reduce costs or
to find additional sources of funding.

On Friday, July 24, 2009 BC School Sports reported the following:

OBCSS, the governing body responsible for the delivery of high school sports and
programs across the province of British Columbia through its 425 member
schools, received notification that the entire provincial government operating
grant for the organization had been cut. This is a devastating financial blow for
BCSS (which will directly impact over 100,000 student-athletes) as there had
been no communication, consultation or indications of any funding cuts prior to
the announcement of this decision.O

The Vancouver Sun (September 8, 2009) reported that OVancouver School
Board Trustee Allan Wong predicts students will be the losers if operating funds



must be used to maintain schools.O

On September 19, 2009 the Globe and Mail reported on funding cuts for the
arts. Olt's brutal,O s& Amir Ali Alibhai, Executive Director of the Alliance for Arts
and Culture, which represents hundreds of arts organizations. OCertainly there
are going to be companies that fail and will not be able to continue without this
funding.O

Many social enterprises have recognized that a continued focus on
traditional sources of revenue reduces our ability to sustain our work and have
begun to embrace entrepreneurial principles and practices to further their
mission.

In order to prosper, community social agencies must not only look for
innovative ways to find resources, but also innovative ways to deliver services to
their clients.

So the social entrepreneur is constantly working both sides of the streetE
engaging people in @Gow do we raise more moneyCand Gow do we serve more
clients more effectivelyO.

But the road travelled by the social entrepreneur can be a tough uphill
struggle unless we are prepared for the journey. The Toronto Enterprise Fund
states that only 50% of social entrepreneurships are successful and it takes five
to seven years before most are successful.

This compares to for-profit enterprises where at least 80% fail. Why the
better success rate in the not-for-profit world? Most business entrepreneurs canOt
afford to keep an enterprise alive for seven years. This means in the not-for-profit
world, for up to seven years Boards are allowing the business to live off the
resources of the not-for-profit.

The book Mission Inc. details some of the reasons for failure:

Mission Inc.

Why traditional business fail Why social enterprises fail
Lack of cash Lack of cash
Lousy marketing Lousy marketing
Failure to innovate Failure to innovate
Poor customer service Poor customer service
Inefficient operations Inefficient operations
Lack of leadership Lack of leadership
Unhealthy culture Unhealthy culture

Lack of business skills Lack of business skills



Others suggest that not-for-profits are poorly organized for marketing
products/services due to confusion between clients and customers and non-
economic measures of progress.

We enhance our chances of success if we
I are clearly focused on what we want to achieve
I explore the options available to us
I engage others in our venture
I progress in a step-by-step manner

I ensure that we do not move into marketing and manufacturing products or
services in a competitive business environment before we are ready.

On the positive side, we have a head start because today we already
operate an existing social enterprise. What we are going to do is to begin to use
entrepreneurial principles to enhance our enterprise.

This guide is designed to increase our chances of success by directing us
through a step-by-step process, and while each step is incremental, the overall
change is transformational.

This guide explores the possibilities for social enterprises to become
social entrepreneurships, from the simplest to the most complex. It does not
propose that social enterprises walk away from current sources of revenue but
rather, over time, diversify sources of revenue and place more emphasis on
revenue earned from secure sources in order to ensure sustainability. The key
word is OearnedO.

This document is a learning guide. It is designed to help leaders of social
enterprises learn about and explore the options available to them P options that
will enhance their ability to deliver their mission in a more self-sustaining manner
by engaging the community in social issues.



2. Why do we have to change what
we are doing?

“Today, | will speak of change, of need, but mostly of Onecessity,
the mother of inventionO."

Victor Hugo 1852

The change we are seeing in our communities and how we finance aid to
those in need is not incremental but transformational.

Forces of Change

Traditional

sources of $
being reduced

N

Community
social needs

Fewer
not-for-profits

Need for innovation

Businesses and
governments
seeking strategic
partnerships




Increasing needs

The current recession means rising unemployment, forcing more people to
rely on our communities for support for themselves and their families.

Traditional sources of $ $ are being reduced

The traditional sources of funding for not-for-profits - namely foundations,
government and business - are seeing their funds eroded.

The decline in the stock markets means foundations have less money to
invest and thus less to give to their not-for-profits. Governments and businesses
have less revenue and begin to focus on the need to address items on their
Ohaveo-doQists and cut back on the @ice-to-doGhings. Unfortunately,
donations often fall into that category.

Fewer not -for -profits

The Wellesley Institute - a Canadian think tank that focuses on urban
health and social policy - estimates that between 10,000 and 12,000 of CanadaOs
60,000 not-for-profit enterprises will not survive the current economic downturn.
For some not-for-profits, this means that unless they merge with others, they will
close their doors and their clients will be left un-served.

Business and governments seeking strategic partners

With declining revenues, governments and businesses are changing the
way they select not-for-profits with which to become engaged, seeking only
partners that can have a positive impact on their public relations and their bottom
line. A December 2006 Harvard Business Review article provides suggestions to
business on how to select those not-for-profits that they support. They
recommend to businesses that they select social agency partners on a strategic
basis - by identifying and partnering with those that can contribute to minimizing
the impact of their operations and contribute to their bottom line.

The need for innovation

With less money and greater needs, we must find more innovative ways to
serve those in need throughout our community. We need more social
entrepreneurs.



3. So what can we do?

We can either see ourselves as victims of change or view change as an
opportunity to better serve our community.

We can to do nothing; we can incorporate business principles into our not-
for-profit enterprise; we can earn revenues based on our contribution to others
and the products and services we market.

There is nothing wrong with any of these options - they simply have
different outcomes - as long as we realize that by doing nothing, we are actually
making a decision about our future.

So what can we do?

incorporate enhanced relationships
defender » entrepreneurial » with funding partners and
/ principles increase effectiveness
Options — bait s  do nothing P getcaten

earn revenues based on our
proactive [ contribution to
others in the community

self-sustaining
Social enterprise

Do nothing

This is the @etOs continue on the same patfoption. If we select this option
we need to be aware that, given the times we are in, our survival is threatened.
We need to look around for potential partners that would be capable of fulfilling
our mission, and identify them while we have something to offer.



Incorporate business principles

This involves running our not-for-profit using sound entrepreneurial
principles. The idea is that these will help us create a clear focus for our
enterprise, thus attracting more resources and ensuring that, of the money that
we raise, more goes to those you serve.

Earn reve nues based on our contribution to others and the
products/services we market

The focus is on becoming self-sustaining: earning revenues by
contributing to others or marketing products/services.

The choice is ours.

"2



4. Whatisa social entrepreneur?

Orhose who give their money --- have become frustrated:
despite billions of dollars given each year to eradicate poverty,
illiteracy, and other blights, they sometimes feel as if relatively
little gets accomplished.O

Ken Dychtwald
With Purpose

Entrepreneurs can be found in enterprises of all sizes. It is not the size
that is critical - it is how we approach changing circumstances.

The words that relate to an entrepreneur are engage, change,
opportunity and innovation.

An entrepreneur is an opportunis t who is able to engage others in
find ing innovative ways to take advantage of changing circumstances.

As an entrepreneur, rather than being a victim of change, we are
continually seeking ideas on how to take advantage of it. We recognize the need
for constant change.

As a social entrepreneur, we need to operate with a service/quality/profit
and loss mentality. We combine business principles and social mission. We can
be either a not-for-profit or a for-profit business. The key is that we deal with a
social issue.

As a non-profit, we are beginning to operate like a business, and as a
business, we are focusing on solving a social issue.

The difference is that not-for-profits, as Jeffery Hollander of Seventh
Generation says:

O We are not in business to be in business , we are in business
because of our mission .O

What Mr. Hollander fails to recognize is that businesses do not have a
mission to Obe in businessO nor do they have a mission to Omake a prafifthey
are in business to meet the needs of their customers. That is their mission.

The only difference between a for-profit social entrepreneurship and a not-
for-profit is that, in the case of the former, revenues in excess of costs go to the
owners as a return on their investment. They may be put back into the enterprise
as a resource to further their mission. In the latter case, they are used only to
further the mission.



5. How do | become a social
entrepreneur?

OSocial business entrepreneurs can help make the market work
for social goals as ef ficiently as it does for personal goals.O

- Muhammad Yunus

Entrepreneurial Principles

There are a number of reasons for incorporating business principles into
our social enterprise, but the primary one is that it just makes good common
sense.

Incorporating business principles allows us to:
¥ remain in business to help those we serve;

¥ protect those we help from the fluctuations in the ability of donors to
support our cause;

¥ more efficiently deliver on the promise of our mission;
¥ position our not-for-profit relative to others;
¥ focus on results.

Here are the entrepreneurial business principles we need to incorporate into
our enterprise:

Be self -sustaining - Operate at a level that has some assurance that we can be
sustained, given conservative estimates of future funding and revenue. This may
mean trimming our operations to match our financial situation. We are not poor
but we must be prudent. We need to stay in business long enough to get lucky.

One of my children works for a small high tech company. They have been
in business for five years and have yet to make a profit or to have revenues in
excess of their expenses. But between the revenues they are forecasting and
investments their investors have committed to, they are comfortable that they
have a couple of years in order to grow their business. Should revenues start to
fall, or one of their investors withdraws, then they would need to find another
source of funding or start cutting costs.



Welcome change - Be prepared for rapid change. Continually seek for
opportunities to exploit change. We need to recognize that change is good. We
can find ways to take advantage of change.

Focus BWe donOt do everything By narrowing our focus our mission becomes
clearer. We become more efficient and others will understand when and how to
engage with us.

Capitalize on our unique strengths - If we are in the top 25% of service
providers, find someone who isnOt and offer our services

Stop doing those things that do not contribute to our story and our success.

Partnerships B Form strategic alliances to conserve precious resources and
extend our reach. Seek mutually beneficial partnerships with not-for-profit and
for-profit enterprises. Partner only with the best.

Form BWhen looking at projects or startup entrepreneurships, choose the form
that can easily finance growth, either for-profit or not-for profit. Whatever the
form, not profitable is not an option.

Assign responsibilities - Expect people to take responsibility for delivering on
their commitment. Find a champion with the passion to get the enterprise through
the rough times.

Transparency and accountability - All aspects of our operation need to be
open and we need to be accountable for our results in order to continue to
receive investments and revenue. We must constantly communicate the good
news and the bad with our Board of Directors, employees and all other interested
stakeholders.

Financial management B Develop a financial reporting system that properly
accounts for all costs and allows us to understand our financial health at all
times. Be prudent but not poor. Being lean, however, is one of the most socially
responsible things we can do.

Expect to be paid for results , not mission D People are not interested in
providing us with resources based on the number of people we deal with, but
rather the number we can demonstrate we help. We do not measure efforts P just
the results of our efforts. Social entrepreneurs are as passionate about
measuring results as they are to their cause. Instead of measuring the number
of people that we enroll in classes, measure the number of people that we help
find jobs and how long they remain employed. With this kind of information we
can then create a business case for our enterprise. Measure our contribution to
our common social interest.

Measure the measurable -. Measure those things that impact our ability to
deliver on our mission. We donOt need to own it to control itDo what we do best
and get rid of the rest. Take each and every activity and ask if it needs to be
done and ask how well are we doing it. (See Appendix A)

Scalability - Do more of the things we do well E not more things.



6. How do | tell our story?

OThe most important thing a company can do is to determine
what business it is in.O

-Peter Drucker

Our P urpose/ Our Brand/ Our Story

Our purpose

Charles Revson, the founder of Revlon Cosmetics, was once asked to
describe his business. He responded, Oin our factories we blend cosmetics- in
the stores we sell hope.O

Today this is called Opurposebased-marketingO. It means that we describe
what we are doing in terms of how we make the readerOs life better. Defining our
purpose determines our clients, our customers, our products and our services.
The most successful airline in the United States - Southwest Airlines - originally
defined its purpose as Oenabling grandparents to visit their grandchildrenO. So
they saw their main competitor not as the other major airlines but as the
Greyhound Bus Line.

Changing our purpose can have a dramatic change on what we do, how
we do it and who benefits from what we are doing. Pampers, the diaper people,
changed their purpose from Okeeping babiesO bottoms dryO to Ohelping mothers
raise healthy, happy babiesO. Think about how that changed the products and
services the company markets.

We need to define the purpose of our social entrepreneurship in terms that
our audience will appreciate, and how they will benefit from doing business with
us.

Our brand

Our brand (not our logo) is the image and thoughts created in peopleOs
minds when they see something related our enterprise.

We build that image in our minds the same way a little bird builds a nest -
a little twig from here and a little piece of string from there. The image you have
in your mind when you hear the name of a product or see a logo may be quite
different than mine because we have had different experiences and collected
different information.



Today we depend less on advertising and public relations to create our
brand image. We depend more upon the information we receive via word-of-
mouth from friends, the Internet and social media.

This means it is important that everyone in and associated with our social
entrepreneurship knows our story.

Some brands are so powerful they are very difficult to change.

Historically the Red Cross meant OhgdO. In my mind, | can always see
images from old war movies where the army ambulance with the Red Cross on
the side is plowing into battle to help the wounded.

Following that, the Canadian Red Cross took over the collection and
distribution of blood, thus the image in many peoples® mindbecame the symbol
of blood. Now that the Canadian Red Cross is no longer in the blood business it
must re-brand itself - it must as an enterprise tell a new story because our story
is our brand.

Our Story

A story takes a vision, puts it into context, and then adds some passion to
make it memorable and compelling. A compelling story takes an idea and moves
it from our head to our heart to our gutE from @think we can do it&to @ sure
hope we can do itQto @ve will do itO

Our story is how we connect with, inform and excite others, engaging
them in helping our enterprise progress. Our story answers the readerOs
guestion, OWhatOs in it for me?0

To engage others in our social entrepreneurship we must create a clear
and compelling story that communicates the following:

¥ Information and context relative to the opportunity Bxthe information
and background for the issue we face in terms the audience will
appreciate; what is affecting our world; OThe Forces ofChangeO andvhy
what we are doing presently is unacceptable; why we need to change
what we are doing!

¥ The opportunity - the possibilities available to us; what makes our future
promising if we are successful



¥ Who we are BPwhat it is that would lead someone to believe that we can
take advantage of the opportunity; what are our abilities, capacity and
desires

¥ Our purpose DBwhat business we are in from the perspective of the
customer, client and the community (not what we are doing, but what their
impression is of our benefit to them). To reiterate, Revion CosmeticsO
purpose is to sell Ohope@Bouth West Airlines(urpose is to Ohelp
grandparents visit their grandchildrenOPampersO newpurpose is Ohelping
mothers raise healthy, happy babies® Our purpose will determine the
people we hire, the products/services we market and the partners we will
seek.

¥ What we do B how we will take advantage of the opportunity

¥ What we contribute B how what we do contributes to the success of
those we serve P our clients, families, customers and our communities

¥ Acknowledgement of othersO interests  £the specific interests of each of
those to whom we contribute

¥ How we will measure our success B how we will measure our results in
ways that others will appreciate B not just what we do, but the results of
our efforts - what we expect to be paid for

¥ Ourinterests b our specific focus for the near future

Our story is ever evolving as we receive more information and as new
opportunities present themselves.



7. How do we connect with, inform and
excite people?

OThe success of our enterprise depends upon the strengths of
our relationshipsO

Roger Chilton

Engaging those that contribute to our success

In the mid 19800s | was Vice President of Marketing and Ranning with a
small regional energy utility. We had for 50 years been very successful at
providing natural gas to the homes and businesses throughout the interior of
British Columbia. However, our industry was changing rapidly, and we could
foresee an even greater change on the horizon - that governments would stop
regulating parts of the industry. We knew we were too small a company to
survive in the new competitive future.

Our options were to do nothing and be a takeover target, or to find ways to
become large enough to be a meaningful participant in the new future.

We chose to control our own destiny. We were successful in acquiring the
natural gas operations of a crown corporation three times our size.

| was appointed Vice President Operations of the acquired business with
the mandate of changing the culture and the way we operated from that of a
crown corporation to that of a customer focused energy company - with the
ability, capacity and desire to take advantage of the opportunities that the
changes would present.

In charge of utility operations, | had no experience operating an energy
utility - never mind changing how we did business. | knew my only chance of
success was to engage as many of the 750 people as possible in creating the
change.

| met with everyone - in groups as small as five and as large as thirty. |
told them my story. A story about the forces of change that we were
experiencing, the options as | saw them and the opportunities that change
created. A story about who we were, what we did and what we could be.



| then listened as those interested told me about their desires. Together
we developed ideas about how we could progress.

Those ideas we used as the basis of initiatives that would move us from
being an energy utility reliant upon government regulation for survival to a
customer focused energy company paid for the services we provided.

! We change the way we do business every day. We do it to meet changing
demands and expectations and because we are interested in improving our
performance and becoming more successful. As social entrepreneurs, we must
always be seeking ways to change who we are and what we do to take
advantage of changing circumstances.

The key to success is connecting with and engaging others in our
enterprise and building ongoing relationships. Without relationships there is no
enterprise.

To create a successful enterprise we must build successful relationships.
We rely upon our relationships for our success; our relationships are our
resources.

To build successful relationships we must understand their nature. They
are created when we pursue our personal interests by serving the personal
interests of others, and when we pursue a common interest with others.
Relationships are created through communication. Successful relationships are
based on trust and caring.

To engage with us, as we take advantage of the opportunities created by
change, people need to know:

¥ why the present is not acceptable

why by joining us the future is more promising
that we know how to get to that better place
that we know who they are

that we know what they care about

that we care about them

K K K K K K

that there are new opportunities for personal growth

We engage those interested in contributing by telling our story and
listening as people share their ideas with us.



Idea Forums

In 2007, when | started working with the BC Federation of Foster Parent
Associations, they were going through transformational change. The provincial
government had dramatically cut their funding and they had just elected a new
President. President Melanie Filiatrault was determined to set a new direction for
the association and to engage foster parents and the provincial childcare system
in contributing to her new goals.

The new focus for the Association was to:

a) Help foster parents prepare children and youth to be contributing
members of our communities.

b) Engage the community in caring for children and youth before, during
and after foster care.

Once we had developed MelanieOs story, we engaged feter parents and
members of the provincial childcare community in Idea Forums . In this setting,
Melanie told her story and we engaged those attending in contributing their ideas
bideas on how we should progress and how we should measure our progress.
From hundreds of participants we received hundreds of ideas.

Those ideas - on how we can progress and how we can measure our
progress - became the foundation for provincial, regional and individual
initiatives.

The important thing to rememberE we engage others by telling our story
of what is happening and the possibilities we see, and then listen as those
interested people provide ideas on the opportunities for us to progress and how
we can measure our progress.



8. How do we become more self -
sustaining?

OAsk ourselves given the specific environment in which we
operate , can we be more effective in delivering on our mission
working together with one or more organizations or by working
alone.O

Mission Inc.

Opportunities to be self -sustaining

Our goal is to generate more investments in and revenues from our social
enterprise. The mindset is focused on helping those from whom we receive
investments and revenue to be successful.

a. Philanthropy

Becoming a self-sustaining creative entrepreneur does not mean cutting
our ties with those that currently fund our enterprise, but rather strengthening
those relationships. Operating using entrepreneurial principles, having a clear
compelling story and reporting results will encourage our existing investors to
increase their investments. It will ensure their ability to provide us with word-of-
mouth marketing to encourage new investors.

We must understand the mandate and the expectations of those that
invest in our efforts in order to ensure that we are providing them with the
information they need to continue their support.

b. Causes

Generic issues can contribute to the success of the investor if they are
turned into causes .
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Before creating a cause and associating with a for-profit enterprise we
need to do our homework. Seeking a partner will put us under more intense
scrutiny than simply asking for a donation. It means we need to scrutinize the
partner, because our brands will now be tied together. Business for Social
Responsibility states that in a true partnership, honesty, integrity and mutual
esteem are critical.



Do not assume anything. We must check:

¥
¥

their story and goals

the communityOs perception of the company and their brand, i.ewhether
their brand will have a positive impact on the program (often a search of
the media, Better Business Bureau or internet can provide the information
you need)

whether the company has received any rewards

their history in the community, their turnover of employees and their
geographic reach

whether the enterprise has the financial ability to be a viable partner

When we approach a potential partner, remember that we are offering

them a marketing opportunity © an opportunity to raise their profile with their
customers, their investors and most importantly our community. We are offering

them:

K K K K K K

increased awareness

enhanced community image
product and service differentiation
increased sales and profitability
enhanced employee morale
ability to attract better employees

They will scrutinize us as well, and we will be faced with plenty of

competition. We need to compare our story against other causes. The work we
have already done on our story plus our entrepreneurial principles are essential
to attract a for-profit partner. Our partners will want to know:

¥

K K K K K

our story

our target market

how the community perceives us

how we compare to other groups with causes
our record of innovation

the competency of our Board and management

The key point is that a cause is a partnership between a not-for-profit and

a for-profit company. In order to create that partnership we need to OownO that

9"



cause - at least within our geographic area. Our partners will want to make sure
that we have a very clear focus, that we are able to tie our initiatives to results
and that we are recognized by our community as leading the OcauseO.

We must be able to relate the success of our partnership to the success of
our mission.

c. Becoming a contributor

Becoming a contributor does not suggest that we abandon our current
philanthropic or cause-related programs and relationships but augment those
programs.

As a contributor to the success of others we move our creative
entrepreneurship form a Qice-to-doQo a ust doOWhy? Because without us
they will be less successful.

We can contribute to the success of two groups:
I other social agencies
I business and government agencies

To other social agencies

There is an opportunity to engage other agencies where we can contribute
to their success. We all want to maximize the impact of our limited resources.
The more we spend on administration the less we have to spend on our mission.
By teaming up with others is there some way of increasing our effectiveness?

We must remember times have changed. Those who were not interested
in the past may well change their mind after they listen to our story. So who are
those others?

A. Those with similar missions

B. Those that can benefit from our operations and/or we would benefit from
theirs

C. Those that will benefit from our success

A. Those with similar missions

Identify the agencies in our community that have a similar focus or similar
clients. Their focus may not be exactly the same as ours but close. We have
already developed our story, so now is the opportunity to tell our story and
engage other agencies in a conversation to generate ideas - on how working
together can benefit the client.



B. Those that can benefit from our operations and/or we would benefit from
theirs

Most agencies are already aware that sharing facilities and reception
areas, etc. keeps costs to a minimum. The question is - are there other agencies
that would benefit from some of the things we are doing or from our operating
systems?

Think about areas in which we excel, and who might benefit from our skills
and resources.

Conversely, think about areas in which we struggle, and who out there has
those skills.

Our focus is on things we can do for them that will make them more
successful. 1tOs pssible that our billing and accounting systems could be
valuable resources for a small business in our area.

_Instead of spending money shoring up the areas in which we are weak,
letOs build on our strengths and find someone elsdo assist in those weak areas.

Here is some advice from Mission Inc.

OAsk ourselves given the specific environment in which we operate - can
we be more effective in delivering on our mission working together with
one or more organizations or by working alone.

Be clear on your motivation to enter into a partnership and the motivation
of your partner . Isit:

I to expand your capacity or ability

I to extend your reach

I to lower your cost

I to provide more effective service and products
I to gain access to additional resources

I to improve your credibility

Consider the form of pa rtnership :
I network
I coordination
I collaboration or
I co-operation

Get it in writing O




C. Those social service agencies that will benefit from our success

There may be agencies to which our success will contribute to theirs,
reducing the number of people they must serve or simply preparing those they
serve so that once they take over they can make more effective use of their
resources.

To business and government agencies

OThe fact is, the prevailing approach to Corporate Social Responsibility
(CSR) is so fr agmented and disconnected from business and strategy as to
obscure many of the greatest opportunities for companies to benefit
society. If instead , corporations were to analyze their prospects using the
same framework that guide s their core business choic es, they would
discover CSR can be much more than a cost, a constraint or a charitable
deed Dit can be a source of opportunity, innovation, and competitive
advantage.O

Michael Porter

Mark Kramer

Harvard Business Review
December 2006

Here our prospects fall into two categories:

a. Those that our success will lessen the impact of their operations on the
community

b. Those that our success will impact their bottom line

Just as we are struggling in these trying economic times, businesses are
also struggling - to maintain existing customers and add new ones, to keep their
costs under control, to build relationships and to be perceived as a good
corporate citizen. They also are seeking ways to lessen or offset the impact they
make on the community. In this section, we will describe ways where we are
able to create relationships with businesses or government agencies so that they
see us as a Orast doOnhot a @Qice-to-doO.This means the relationship survives
even the toughest of times.

In the above quoted HBR article Porter and Kramer suggest to companies
that they prioritize social issues into:

¥ Generic social issues
¥ Value Chain Social Issues
¥ Social issues that impact competiveness and growth

An example of these is the issue of carbon emissions; it is a generic social
issue to the Bank of Montreal, a value chain social impact issue to UPS and a



social issue of competitive impact to Toyota. Note that it is far less an issue to a
car company such as Volvo whose brand is associated with safety.

The article concludes:

OEach company can identify the particular set of societal problems that it is
best equipped to help resolve and from which it can gain the greatest
competitive benefit. Addressing social issues by creating shared value will
lead to self -sustaining soluti ons that do not depend on private or
government subsidies. When a well -run business applies its vast
resources, expertise and management talent to a problem that it
understands and has a stake, it can have a greater impact on social good
than any other ins titution or philanthropic organization.O

The authors are dealing with the issue from the perspective of a business.
We can use the same thought process but from the point-of-view of a social
entrepreneur, and can begin to identify companies that we are able to help. To
do this we need to see them as our customers.

The key is to engage business and government organizations in ways that
are appropriate to their individual strategies. By tying into their strategies we can
actually help them find new ways of reaching their goals while benefiting the
community.

Therefore, in addition to philanthropic and cause related customers we
now have two additional target markets.

Once our story describes our purpose, and the contribution we make
when we are successful in terms that others can appreciate, we will be able to
demonstrate the benefit others will receive in terms that they can appreciate. In
addition to a clear and compelling story, this means developing a business case
that demonstrates the benefit they would receive.

We can contribute to their success by dealing with these two issues that
limit their success:

¥ Value Chain Social Issues Dissues that are significantly impacted by
their companyOs activities in the ordinary course of business. An example
of this would be a delivery companyOs impact on air quality or the impact
that a company that sells itOs product in a bottle has on garbage by their
bottles being thrown away.

¥ Social issues that impact competiveness and growth - the external
environment that affects the ability of enterprise to be competitive. An
example would be the inability to hire a trained work force because
schools are not graduating students with the necessary skills.



Value Chain Social Issues

Businesses continually seek ways to reduce or offset the impact of their
operations on the community and the environment.

Examples of this are:

Courier services such as UPS may be interested in hearing from
environmental groups that have programs for reducing air pollution.

Companies that sell their products in bottles often set up charities to
collect those bottles, thus preventing the problem of street littering and/or
reducing the cost of separating them from other garbage.

The lack of funding or lack of abilities is creating an opportunity for
creative social entrepreneurs to step forward with solutions to problems created
by business or government; or to provide creative solutions to the problems that
government can no longer pay for. Creative social entrepreneurs can develop
solutions to problems that governments or business are not capable or creative
enough to see or not close enough to the situation to understand.

Our challenge here is to identify those organizations whose mess we are
able to clean up as part of our mandate.

Social issues that impact competiveness and growth

The Young ActorsO Boject is a for-profit social entrepreneurship in
Vancouver set up to introduce elementary school students to drama and acting.
OThe program helps kids explore their imaginations, deepen heir
communication skills and build their confidence.O

The project contracts with individual classes to come to the school and
conduct three sessions with each class. The acting sessions are paid for by a
combination of fees Bthose charged to the student with additional support from
the school.

The project allows the school and each teacher to broaden the learning
experience of the students at little or no cost.

On the other side of the coin, schools have great resources, such as
knowledgeable teachers, facilities and equipment that are of great value to the
community.

The closer a social issue is tied to the companyQOs business, the greater the
opportunity for the social enterprise to leverage the companyQOs resources to
benefit the community.



d. Start a social enterprise

Olf there is a direct conflict between the business versus the social goal, )
the business has to take precedence or the enterprise will eventually fail.O

BSt. JohnOs Bakery

The goal of many not-for-profits is to start a social enterprise that may
earn revenues that can be used to support its cause and possibly even employ
and train those they help.

This is not a task for the faint at heart or for those not familiar with running
a business for not only are you entering into a competitive marketplace you are
probably going to enter it with conflicting goals. One goal is to make ad sell
quality products that customers are willing to buy and the other is to be
constantly training your clients so they are able to support themselves.

The second greatest challenge for an enterprise is to have someone reach
into their pocket, pull out some money and say OIOIl take one of thoseO, to become
a customer.

The greatest challenge is to have them do it again, and become a loyal
customer.

Remember customers are not donors research shows that that people are
prepared to give a social enterprise a chance. But if the product quality and the
service does not match that of competitors the customer will soon be lost.

Operating as an entrepreneurship, including having a financial
management in place we are better prepared to create a successful social
enterprise.

Should we decide to start a small business we need to remember the
statistics from the Toronto Enterprise Fund that 50% of all social enterprises that
they finance fail and that boards should be prepared to wait for up to five to
seven years before the enterprise begins making a positive contribution to the
not-for-profit.

Selecting products and services

The products and services must be consistent with and reinforce our
brand.

An example of this is the Seattle based social enterprise Moonjar
http://www.moonjar.ca. Their goal is to help marginalized children better
understand how to handle money. The products they sell engage children and
families in conversations about money issues.

As with everything there are steps you can take that minimize the risk
without seriously limiting your revenue and profit potential.



For example you may be able to retail products made by someone else
until you are able to develop sufficient sales volume to support the production of
the product. Find out what other similar organization are selling and see if you
can sell those products. Again an example is Moonjar which would make its
products available for other agencies to market.

This guidebook presents Social Enterprise as a strategic option and will
not go into advise on how to run a small business. There are a number of
organizations that can not only provide the advise you need but can also provide
the funding to help you get started. In Toronto there is the Toronto Enterprise
Fund http://www.torontoenterprisefund.ca/ and in Vancouver enp enterprising
non-profits http://www.enterprisingnonprofits.ca/ and The Canadian Social
Entrepreneurship Foundation http://www.csef.ca/




9. So what now?

OAddressing social issues by creating shared value will lead to self
sustaining solutions that  do not depend on private or government
subsidesO

Michael Porter

Mark Kramer

Harvard Business Review
December 2006

| have created this guide to facilitate work that | do with entrepreneurs that
focus on social issues. In addition | hope it will be of value to others that believe
that the solution to our communities social issues lies in creating self-sustaining
social entrepreneurships thus reducing our reliance on government funding.

All comments on and additions to this guide will be greatly appreciated
and can be sent to

Jim Randall - Raconteur
#3%&'()*+,-. (!
000/ ()*+.-."N)( !

12346674785" !




Appendix A

Measure the measurable -. Measure those things that impact our ability to
deliver on our mission. We donOt need to own it to control itDo what we do best
and get rid of the rest. Take each and every activity and ask if it needs to be
done and how well are we doing it

Each &Every
Activity

Is it critical to customer?

Does it add value to customer? N

Is the activity being performed in the top 25% of Stop doing it
all activity providers?

Can it be improved? Can we improve it?

Can we improve it? Re-engineer Partner or Outsource

;

Improve it!
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