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See the appendix
on Page 14 to read
stories of how four
nonprofits created
earned-revenue
strategies.
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Introduction

Financial sustainability is a constant focus for most nonprofits. They
need funding to keep working toward the change they'’re seeking.
But to make greater change, they sometimes have to think differently
about how they resource their work. At the same time, nonprofits are
operating within an inequitable funding system: one where funding
tends to go to already-well-funded organizations; where restrictions
placed on funding limits critical investments in overhead; where
grants can disappear from one year to the next; and where current
events, like natural disasters or changes in the economy, can lead to
dips in funding.

Earned revenue is one strategy that can help
strengthen an organization’s impact while bringing
in money. It can also give organizations more
stability in otherwise unpredictable circumstances.

At Community Wealth Partners, we got our start partnering with
nonprofits to create earned revenue strategies. More than 20 years
later, we've learned a lot about what works and doesn’t.

Earned revenue has the potential to help an organization both
increase sustainability and expand impact. Earned-revenue
approaches can create opportunities to reach new markets or try new
strategies to advance your mission. But developing a strategy requires
significant time and effort and, as any business-owner knows, can take
years to generate profit. That’s why pursuing earned revenue can’t
just be about money; it must also be about impact (read more about
this on Page 3).
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DEFINITION

earned revenue

A source of funding organizations can secure by
providing something of direct value, often a
product or service. Earned revenue can give
organizations more control to pivot their offering
or approach and decide how to spend funds,
whereas contributed revenue, such as grants and
donations, can come with restrictions. Examples
of earned revenue include fees for services,
product sales, and membership dues.

If you’re considering an earned-revenue
opportunity, or looking to support grantees
who are, you're in the right place. We hope this
field guide will help you:

 Ask the right questions to understand if an
earned-revenue strategy is the right
approach for your organization right now

I Get a glimpse into the process of
developing an earned-revenue strategy
that helps your organization achieve greater
impact

f Learn from other nonprofits that have gone
through this process in different contexts



Marketable Assets

Think about the assets
you currently have.
Those assets might

include a skill you
could train others in or
a product or service
you could sell. For
example, a nonprofit
focused on
diversifying the tech
sector might regularly
offer trainings on how
to code to youth of
color. Those trainings
are an asset that could
serve other markets.

Opportunity
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Assessing Your Readiness for an Earned-Revenue Strategy

Marketable
Assets

A Sustainable

_ Earned-Revenue

7

-

Market
Capacity

Market Opportunity

Think about the market you're
trying to reach and how your
assets could be valuable to
that market. The market needs
to be ready and able to pay
for the products and services
you'd offer. For example, a city
government might be ready to
pay for energy efficiency
assessments of its buildings if
energy costs have been
increasing or perhaps the city
is facing pressure from
residents to adopt more
environmental-friendly
practices. (Read more about
how to assess market
opportunity on Page 5.)
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Organizational

Strategy

Organizational Capacity

Consider whether your
organizationis in a place
where it's both willing and
able to change. The process
might require an
organization’s leaders and
staff to not only take on
additional work or develop
new skKills but also to work in
new ways. For example, if an
education nonprofit begins
consulting to school districts,
staff may begin to more
rigidly track how they spend
their time. The team may also
need to build skills to sell
their services and adopt

systems to process contracts.

Figuring out if an earned-revenue strategy is right for your
organization right now takes some honest reflection. First,
you should think about your motivations. Some organizations are
looking to make a profit they can reinvest into their organization.
For others who are primarily trying to scale their impact, they may
hope to cover some or all of the costs of delivering on the earned-
revenue strategy.

Any earned-revenue strategy will require time and resources, and it
will take a while to see a financial return on investment, if you see
one at all. That’s why it’s important that the time and resources you
spend pursuing an earned-revenue strategy are also advancing your
mission.

Say, for example, your mission is to advance STEM education in
schools. You're considering two earned revenue opportunities: one
is a program that sells STEM curriculum to schools, and the other is
a bakery with profits that go to your organization. The first
opportunity could help you reach more students, even if you just
break even, while the second opportunity won’t necessarily advance
your mission and isn’t guaranteed to generate profit.

Though we strongly recommend you prioritize mission-advancing
opportunities, there is one notable exception: If an opportunity
requires little to no effort and would have minimal negative
consequences for your work, it could be worth pursuing. For
example, you could rent out space you already have and don’t use.

In addition to reflecting on your motivations, you'll need to consider
three key elements: marketable assets, market opportunity, and
organizational capacity. You need all three of these to successfully
pursue an earned-revenue strategy. If you don’t have all three,
earned revenue might not be a good option for you.
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Process for Developing an Earned-Revenue Strategy

Over the next few pages, we’ll walk through a process to
develop an earned-revenue strategy. While it doesn’t reflect the
process all organizations take, it can be a helpful guide to start.

Clarify Your Identify Assets Assess Revisit Your Plan for
Goals & Opportunities Feasibility Business Model Implementation

1. Clarify Your Goals

Launch a Pilot

Clearly defining your goals will focus your efforts and help you get  Take for example a nonprofit focused on diversifying the tech
buy-in from staff, board, and funders. Consider three types of goals sector that is looking to sell coding trainings and recruitment to

in particular: companies in need of coders. A financial goal might be to bring in
enough revenue to cover the full cost of the new trainings. A
1 Financial (e.g., break even from earned-revenue strategy) mission-related goal might be to increase by 15% the number of

people of color who they help get jobs in the tech sector within the
{ Mission-related (e.g., enable 25% more people to access our  first two years. And an organizational goal might include building

services)
employers are looking for.

1 Organizational (e.g, build the organizational muscle to sell

our services to markets that will pay for them) o :
revisit them occasionally.
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the team’s capacity to tailor coding trainings to what individual

Your goals may evolve throughout the process, so you should
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Process for Developing an Earned-Revenue Strategy (continued)

Clarify Your Identify Assets
Goals & Opportunities

Assess Revisit Your Plan for

Feasibility Business Model Implementation Launch a Pilot

2. Ildentify Assets & Opportunities

Start from your strengths.
Think first about your assets - the
things you have (e.g.,, access to a
network of environmental
activists), things you do (e.g., serve
low-cost, healthy meals) or things
you know (e.g., how to navigate
the process of buying a home).

Then consider opportunities for
earned revenue. Opportunities are
defined by a revenue model, a
target market, and a product.
Think through questions like, who
is our target market? What are
they interested in? How do they
make decisions? What value could
we offer that they would be willing
to pay for? What competitors are
out there? Use the answers to
these questions to inform the
design of your product or service.
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EXAMPLE

The (made-up) Dream Forward Nonprofit is a national organization that serves a network
of local affiliates working to strengthen health systems in communities. They foster
partnerships between hospitals, local health departments, community-based organizations,
and other actors in local health systems. They also offer a health assessment that examines
the impact of social determinants of health (like transportation systems and access to
housing). To assess earned revenue opportunities, they developed this list.

000 Sl
9= + ﬁﬁﬁ + [ |

Revenue Model Target Market Product
Raise revenue from Network members Health assessment

our network

Healthcare institutions Trainings for nurses
Market our tools and
services to new Local health Certification to
customers departments administer our health

assessment
Offer new products
or services
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Process for Developing an Earned-Revenue Strategy (continued)

Plan for
Implementation

Revisit Your
Business Model

Assess
Feasibility

Clarify Your
Goals

Identify Assets

& Opportunities Launch a Pilot

TEMPLATE

3. Assess Feasibility

Now that you’ve thought broadly and creatively about your
assets, you need to narrow in on two or three possibilities
to explore. Here are some steps to narrow the list and

Here’s a sample criteria list you can adapt.

Impact

Potential
(desired: high)

Revenue

Potential*
(desired: high)

Level of

Effort
(desired: low)

Risk

(desired: low)

assess the feas‘bmty of Opportumitiesl High Significant Product has Would be very Poses
opportunity to the potential expensive and/  significant risk
accelerate to generate or require big to our
il Clarlfy your criteria for assessing opportunities. progress significant changes to our  organization
You want to be crystal clear about what criteria to use F%Di\gvj;orl]our :gl\;e’t?vueeto e g}?setrear;fm/ igfwoourL/
when assessing opportunities (see an example on the organization’s partners
right) and which of those criteria holds more weight budget
than others. Discussing this early in the process can .
hel K th h flicti " = Medium Moderate Product has Would require  Poses
elp you wor rough conrhicting perspec ‘_Ves' or opportunity to the potential moderate moderate risk
example, some team members may believe it's more accelerate to generate financial to our
important to pursue low-risk opportunities right now, progress moderate investment and/ organization
. . . . . toward our revenue or a modest and our
while others may believe that an opportunity with high mission relative to the change to our network/
impact potential is worth taking extra risk. As you organization’s operations/ partners
consider tradeoffs you're willing to make among the budget systems
criteria, consider that the further an opportunity is from
your mission (low impact potential), the more Low Limited or no  Product has Would require  Poses limited
investment it will likely require to develop new ODDCTrtu?Ity to Ehe potenEIaI ;/_ery I|_tt||e risk to OL;F
L . L. accelerate O generate INnancila organization
capabilities (high effort). Opportunities are most progress little or no investment and/ and our
feasible and sustainable when they’re closely linked to toward our revenue or hardly any network/
mission relative to the change to our partners

your core mission. Aligning on these criteria early in the
process will help your team when they narrow
opportunities and decide which ones (if any) to pursue.
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organization’s
budget

operations/
systems

*Note: Revenue potential reflects the potential for customers who have both
1 significant interest in the product and 2) a willingness to pay a reasonable price for it.
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Process for Developing an Earned-Revenue Strategy (continued)

Clarify Your Identify Assets Assess
Goals & Opportunities Feasibility

3. Assess Feasibility ccontinued)

1 Assess opportunities. Take the opportunities you
developed in the previous step and measure them against
your criteria list. As you assess the opportunities, keep in
mind that the criteria should not be used alone in making
decisions. Instead, those criteria should serve as a
launching point for exploration and conversation.

If you're considering opportunities that would allow you
to scale your model so it can reach more people, take
time to question your assumptions about scale. How likely
is it that your model can be replicated in new contexts
and lead to positive change? What would that require
(e.g., changes to elements of your model; long-term,
trusting relationships with people in new communities)?
What unintentional harm could be caused by attempts to
scale your model (e.g., interfering with ongoing
community efforts you're not aware of)? Scale is not
always the solution.

1 Narrow the list down to two or three
opportunities. Once you have a couple of high-potential
opportunities that your team has aligned around, you can
do deeper research to explore them.
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Revisit Your Plan for

Business Model Implementation Launch a Pilot

Do external market research. External market research
should help you understand the market you’re trying to reach
as well as how much you should charge for your product or
service. Market research can be as simple as identifying
potential customers and talking to them about the product you
are considering. Consider questions like:
T Who are the people who might pay for your products
or services?
T  What is happening in their ecosystem?
What are they currently paying for, and how much do
they pay?
T  What competitors are already in the space?
T  Who makes purchasing decisions?
T Who influences those decisions?

Get input on these questions from potential customers. The
more potential customers you talk to, the more accurate an
understanding you'll have of how the market will react to your
product or service. Keep in mind that customers often
overstate their willingness to buy, especially if they know you
and don’t want to disappoint you. It can be helpful to 1) have a
third party do the testing, and 2) ask about past buying
behavior of similar products as opposed to hypothetical
behavior. (e.g., Avoid asking, “would you be willing to buy X"?)
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Process for Developing an Earned-Revenue Strategy (continued)

Identify Assets
& Opportunities

Clarify Your
Goals

3. Assess Feasibility ccontinued)

9 Do internal research. Internal research will help
you understand what it would take to pursue an
earned-revenue opportunity. How much effort and
cost would it take to develop and market your
product or service? What operational changes would
be needed to deliver it? Do you currently have team
members with the necessary capabilities? What
costs might the earned-revenue strategy incur over
time? How much of a cultural shift will this require of
the organization?

1 Decide whether to move forward and which
opportunities to pilot. Now that you've gathered
guantitative and qualitative data, re-assess your
narrowed-down list of opportunities against your list
of criteria. (See an example on the right.) Remember
that the criteria should not serve as a checklist but a
tool to help your team make informed decisions. As
you make those decisions, be open to the possibility
that an earned-revenue strategy might not be right
for your organization right now. If you do decide to
move forward, select one or two opportunities to
pilot. Starting small will allow you to test them
without overcommitting your organization.

Community Wealth Partners

Assess
Feasibility

Plan for
Implementation

Revisit Your

Business Model Launch a Pilot

EXAMPLE

Here’s an example opportunity scorecard.

Impact Revenue Level of .
Opportunity Potential Potential Effort ¢ d'Z;isr'e(d
(desired: (desired: (desired: low) ’
high) high) low)
Raise revenue from our network
Charge for our existing Medium Medium
services
Provide new services for Medium Medium

network members

Market our services to new clients

Healthcare institutions

Health-focused
conferences

Medium

Medical schools Medium
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aream

S Process for Developing an Earned-Revenue Strategy (continued)

4. Revisit Your Business Model

Once you've identified a feasible opportunity, you might want to revisit your
business model. An earned-revenue strategy has a greater chance of success
when it’s integrated into an organization’s business model. The term
“business model” can be defined many ways, but we tend to describe it as
what value you will offer and to whom, and how you will sustain and deliver
that value. As you revisit your business model, consider how this new earned
-revenue strategy fits in and any changes you might need to make to the
business model that might better set the organization up for success.

Read more about
questions to ask
when revisiting
your business
model in
“Reinventing Your
Business Model.”

Community Wealth Partners *Adapted from “Reinventing Your Business Model” (Harvard Business Review) by Johnson, Christensen, and Kagermann 9


https://hbr.org/2008/12/reinventing-your-business-model
https://hbr.org/2008/12/reinventing-your-business-model

Explore more about
what it takes to shift
organizational culture
in our field guide for
creating a change-
making culture.
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Process for Developing an Earned-Revenue Strategy (continued)

Clarify Your Identify Assets Assess
Goals & Opportunities

5. Plan for Implementation

Develop an implementation plan for the opportunity (or
opportunities) you plan to pilot. The plan should be well
thought out, but keep it high-level and flexible because there
will inevitably be changes in your context or approach.

Think through what new things you need - and what current
things you need to shift within your organization - in terms of
skill gaps, the structure of the organization, the people in the
organization and roles they play, the systems you’ll need to
adopt or change, etc. You'll want to think through how your
existing offerings might be affected. You'll want a financial
model that accounts for costs, forecasts how the new
product or service will perform, and prepares you for various
scenarios. Importantly, you'll need to plan for learning. How
will you gather information, learn from it, and use what you
learn to adjust along the way? A pilot period can help you
test the idea while leaving room for it to fail with minimal
consequences. Outline how long the pilot period will last and
how you will know if it was successful at the end of that
period and worth officially launching. What do you need to
measure to inform that decision?
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Feasibility

Revisit Your Plan for

Business Model Implementation Launch a Pilot

One critical element to think through is organizational change.
Adopting an earned-revenue strategy often requires a
mindset shift. Team members will need to hold both revenue
generation and social mission, even as the two are in tension.
This change might require extra effort to bring staff along.
You may need to bring on new staff with different skills and
capacities. Take the necessary time to engage all stakeholders
inside and outside the organization - staff, board, funders,
donors, partners, current clients, communities you work with,
etc.

Change happens slowly, so plan for small wins that you can
achieve along the way. A great framework to plan for this
change is John Kotter’s Eight-Step Process for L eading
Change.



https://www.kotterinc.com/8-steps-process-for-leading-change/
https://www.kotterinc.com/8-steps-process-for-leading-change/
https://communitywealth.com/wp-content/uploads/2019/01/Culture-Field-Guide.pdf
https://communitywealth.com/wp-content/uploads/2019/01/Culture-Field-Guide.pdf
https://communitywealth.com/wp-content/uploads/2019/01/Culture-Field-Guide.pdf

Read about how a
NeighborWorks
America program
helped nonprofits
develop earned-
revenue strategies
and capacities in
the Stanford Social
Innovation Review’s
“The Strength of
Social Enterprise.”
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Process for Developing an Earned-Revenue Strategy (continued)

Clarify Your Identify Assets Assess
Goals & Opportunities Feasibility

6. Launch a Pilot

As you launch your pilot, you'll have an opportunity to
experiment, learn quickly, fail fast, and figure out what works.
All the work that happens during the pilot period might feel
like building a plane while you're flying it. Some advice we’'d
offer is:

M Start small Don't hire lots of staff or make big changes
to your systems yet. You want to stay nimble and able to
adjust quickly as you learn. It can serve you well to adopt
a scrappy, start-up approach until you feel confident that
you're headed in the right direction.

M Learn constantly. Set regular time periods for when
you'll check in on what you'’re learning and how you're
performing. Use those check-ins to figure out how you
need to pivot.

1 Be patient. Don't cut the pilot period too short. Give
yourself enough time to take risks, recover from missteps,
learn, adapt, and see how things play out.

1 Don’t be afraid to back out. After all, that’s precisely
what this pilot period is for: testing the idea and seeing if
it works.
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Revisit Your Plan for
Business Model Implementation

Launch a Pilot

REFLECTION QUESTIONS

As you develop your pilot implementation plan,
consider the following questions. We would
urge you to talk through these elements but not
write out a long, in-depth plan that will change
as you adapt your approach and product.

Goals: What are your goals for this pilot (social,
financial, organizational) and over what timeframe?

Marketing: To whom and how will you market this
product/service? (e.g., think about positioning,
pricing, promotion)

Operations: \What minimal operational capacity do
you need to successfully support the pilot? (e.g.,
staff, systems, processes)

Financial Management: What are the revenue and
cost drivers for the pilot? Do you have enough cash
to support the pilot?

Risk: What are the risks with the pilot, and how will
you mitigate them?

Learning: How will you intentionally learn from this
pilot and use that learning to adjust your plans going
forward?


https://ssir.org/articles/entry/the_strength_of_the_social_enterprise
https://ssir.org/articles/entry/the_strength_of_the_social_enterprise
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Closing

Financial sustainability can be
hard for nonprofits, especially

during uncertain times. An
earned-revenue strategy can offer an
opportunity to advance your mission,
resource your efforts, provide
unrestricted funds, and offer greater
stability. Of course, it’s not for every
organization, and it’s not a quick fix. It
can take years to implement.

Each organization’s experience with
earned revenue will look different. We
hope this field guide helps you lay the
foundation for a strong earned-
revenue strategy so you can be better
equipped to navigate the messiness,
bring in reliable revenue, and - most
importantly - more effectively
contribute to the change you're
working toward.

RESOURCES

Earned-Revenue Strategy Case Studies (see appendix)

Community Wealth Partners
Stories of how some nonprofits created earned-
revenue strategies

Creating a Change-Making Culture: A Field Guide
Community Wealth Partners
What it takes to shift organizational culture

Reinventing Your Business Model
Harvard Business Review
Questions to ask when revisiting your business model

Eight-Step Process for Leading Change
John Kotter
A framework to plan for organizational change

The Strength of Social Enterprise
Stanford Social Innovation Review

How a NeighborWorks America program helped nonprofits

develop earned-revenue strategies and capacities


https://communitywealth.com/wp-content/uploads/2019/01/Culture-Field-Guide.pdf
https://hbr.org/2008/12/reinventing-your-business-model
https://www.kotterinc.com/8-steps-process-for-leading-change/
https://ssir.org/articles/entry/the_strength_of_the_social_enterprise
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APPENDIX: Case Studies

Stories can bring ideas to life in a way that frameworks rarely do.

We want to tell you four stories about earned revenue.
Each one shares a nonprofit’'s experience creating and implementing an
earned-revenue strategy.

In the case studies that follow, you can read about the experiences of:

Center for Children’s Law and Policy (pages 14-17)
Communities In Schools (pages 18-21)

Food & Friends (pages 22-24)

Per Scholas (pages 25-27)

= =4 -4 -
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Center for Children’s Law and Policy

THE CHALLENGE
Find a stable source of revenue
and new ways to support youth
in the juvenile justice system

THE PROCESS

The Center for Children’s Law and Policy (CCLP)
works to create a world where the response to
youth who get in trouble with the law is
developomentally appropriate, free of racial and
ethnic bias, and focused on building strengths
that help youth thrive in their own communities.
They do this through training, technical
assistance, administrative and legisiative
advocacy, research, writing, media outreach, and
public education.

The work of the Center for Children’s Law and
Policy (CCLP) focuses on three areas: reducing
unnecessary incarceration of young people,
ensuring safe and humane conditions for youth
who are incarcerated, and reducing racial and
ethnic disparities in the juvenile justice system.
In each of these areas, CCLP has worked with
multiple jurisdictions around the country,
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THE OUTCOME

An earned-revenue strategy increased CCLP’s
fee-for-service work from 15 percent of the
organization’s budget to 40 percent and led to

new approaches to creating systemic change

providing training and technical assistance,
and has acknowledged expertise in the area.
For example, CCLP staff co-authored the
leading professional standards for assessing
conditions in juvenile facilities.

CCLP had long relied on foundation grants
and occasional federal grants for financial
support. CCLP wanted a more stable source
of revenue to ensure they could continue to
deliver on their mission. After years of toying
with the idea of pursuing earned revenue,
they decided to bring in a consultant
(Community Wealth Partners) to create a
strategy and figure out what it would take to
implement it.

The organization went through a process to
understand which trainings and technical

assistance services they wanted to promote
(the “products”) among those they had
already developed, and which local and
state agencies had the highest demand and
ability to pay for trainings and services (the
“markets”). They culled down a long list of
possibilities to a few concrete opportunities:

I Training and technical assistance for
state and local juvenile justice
agencies in areas in which CCLP has
substantial experience and national
recognition of expertise: improving
conditions of juvenile confinement,
reducing solitary confinement, and
reducing racial and ethnic disparities

 Training and technical assistance for
law enforcement agencies on reducing
racial and ethnic disparities


https://www.cclp.org/
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Center for Children’s Law and Policy

The team then tested these opportunities with the two
target markets: juvenile justice agencies and law
enforcement agencies. They learned that overall interest
and need for these services was high. Available funding
was limited, but each agency did have at least some
funding available for training. The law enforcement market
was larger because there are more police departments and
sheriff’'s offices than county and state juvenile justice
agencies. Based on these initial findings, they identified two
key opportunities:

1. training and assistance on conditions of confinement
for juvenile justice agency administrators,
superintendents of juvenile justice facilities (e.g.,
detention centers), and staff at those facilities, to lay
out best practices in all areas of operation and identify
potential areas of legal liability, and

2. training and assistance on practical
strategies for reducing racial and ethnic
disparities for juvenile justice and law
enforcement agencies, to explain the role of
data analysis and recommend realistic ways of
decreasing disparities.

In the short term, the conditions of
confinement training had the highest potential
revenue, because the agencies had bigger
budgets, and the highest potential impact,

alth Partners

because they covered counties or states. In the long
term, the reducing racial and ethnic disparities training
had significant revenue potential, too, and potential
impact at the town, city, and county level.

The process of deciding on these opportunities
required hard conversations about the ethics of
charging for services that CCLP had previously
provided without charge. At first, some staff members
were uncomfortable with the idea.

“Young people are under-resourced in the justice
system and do not have their basic needs met in
many jurisdictions. Initially, it felt like, how are we
asking the system to pay us when they should be
spending more money on young people?” said
deputy director Jason Szanyi. “This process helped
me reconcile that question because we’re adding
value and hopefully getting the justice system to
stop spending money on ineffective policies.”

CCLP made sure the internal process was inclusive by
engaging and bringing along every staff member each
step of the way. Everyone on staff participated in
meetings with the consultant, and everyone was able


https://www.cclp.org/improving-conditions-of-confinement/
https://www.cclp.org/eliminating-racial-and-ethnic-disparities/
https://www.cclp.org/eliminating-racial-and-ethnic-disparities/

