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Foreword

The United States owes its greatness to the spirit of innova-
tion, entrepreneurship, and civic responsibility that has always
characterized the American people. Ours is a nation founded by
forward-thinking pioneers dedicated to radical notions: that all
men are created equal and endowed with certain unalienable
rights, including the right to self-government. We have thrived
because that defining spirit of freedom and experimentation
has only grown stronger. America has never met a problem it
couldn’t fix or a challenge it couldn’t meet—in no small part
because we have always welcomed the best and brightest from
around the world. Immigrants (from some of the founding
fathers on down) have brought new ideas to their new land and
helped build it into the world’s strongest economy.

As Steve Goldsmith articulates so well in this book,
America still has the resources, the ideas, and the collective
will to put innovation to work solving the toughest problems
facing our communities. But too often we are held back by the
very systems that were designed to address these problems. The
reality is that, in our country, meaningful change is frequently
impeded by government’s adherence to old ideas, precedents,
and practices. And time and again a lack of transparency and
accountability keeps us from being able to identify and quantify
failure. Both of these problems share the same cause: a political
discourse too often driven by ideological partisanship rather
than innovative pragmatism.

xiii
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If we are going to emerge from these challenging times
stronger than ever and remain the world’s leading superpower,
we need to reinvigorate government with the spirit of inno-
vation and invention that has always been America’s calling
card. We are going to have to improve the effectiveness and
efficiency of government in dealing with age-old problems (from
poverty to health care), as well as the responsiveness of govern-
ment to the latest emerging challenges (from climate change to
technology change). And we can do both only by tapping into
the power of civic action, community service, and nonparti-
san problem solving. Or, in short, by embracing the principles
Goldsmith puts forth in this book.

To be successful as an entrepreneur, you have to constantly
be looking at your business and asking, “How can it work better?”
The same is true in government; only in government, the bot-
tom line measures our success in improving people’s lives—their
health, their schools, their career prospects, their neighborhoods,
and, most importantly, their safety. Are we empowering people to
pursue their dreams? That’s our most important task. If we’re not
achieving it, we have to identify what’s not working and what we
can do to fix it. And then we must have the guts to go for it.

In New York City, our administration has made a habit of
embracing bold and controversial ideas to address long-standing
problems. But equally important, we've insisted that all experi-
mentation be subject to strict accountability measures—and
we haven’t been afraid to admit when an idea has not worked.
That’s so often the problem with government: once a program
or an office is created, it never dies, no matter how ineffective
it may be. Good intentions don’t always translate into good
results, and it’s vitally important to recognize the difference.
That’s why we’ve been almost obsessive in collecting data. I like
to say, “In God we trust. Everyone else bring data.” After all,
there’s no way to know how to make something work better
unless you first know how well it’s working. This seems like a
simple formula, but, as Goldsmith points out, government is too



FOREWORD xv

often dominated by special interests bound to the status quo,
blocking the kind of bold changes we need to keep our country
moving forward.

Innovation, data, accountability: We’ve put that mantra to
work in transforming New York City’s school system, which had
been a case study in mismanagement. It guided us as we over-
hauled the city’s performance management system, allowing
us to focus on what matters most to city residents. It led us to
rewrite the federal government’s long- outdated poverty formula,
which ignores subsidies, expenses, and cost-of-living differences.
It prompted us to take a carbon inventory as the very first step
of our plan for building an environmentally sustainable city.
And it has defined our efforts in every other area of government.
Throughout it all, we've tried to learn from other cities—and
it’s heartening to see that some of our own work has made its
way into this book.

As one of the country’s strongest voices for innovation
in government, Steve Goldsmith brings a wealth of personal
experience to the table. As mayor of Indianapolis, he was a trail-
blazer who helped redefine the office, cutting wasteful spending
and outdated programs, putting savings to work revitalizing the
city, and taking on old problems in new ways. As chair of
the Corporation for National Service and a champion of civic
entrepreneurship, he continues to tap into the power of people to
improve our country. And as a great champion of pragma-
tism over partisanship, he understands that it’s only by taking
the best ideas from both sides of the aisle that we can achieve the
best results.

Goldsmith is a firm believer in the power of everyday citizens
to create change and in the important role that public-private
partnerships can playing in turning dreams into reality. He rec-
ognizes that nonprofits and private entrepreneurs often enjoy a
greater freedom to experiment—and that they can help govern-
ment make use of the latest tools and technologies, including
social networking, web-based services, and cutting-edge systems
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of data analysis. As we've found in New York City, these tools
not only help government communicate with citizens more
effectively and deliver services more efficiently, but they also
help ensure accountability, reduce waste, and improve public
confidence in government.

In these challenging times, some may argue that we cannot
afford the risks that come with innovation. Nothing could be
further from the truth. With major challenges all around us,
what we can’t afford is to continue upholding a failed status quo
by funding programs and sustaining approaches that don’t work.
The silver lining in any economic crisis is that it can force gov-
ernment to take necessary steps that, in more comfortable times,
would fall victim to the forces of inertia—but it is up to us, all of
us, to seize the opportunity.

In this book, Goldsmith challenges us to do that by bringing
together the voices of hundreds of leading civic entrepreneurs,
government officials, business and nonprofit leaders, philanthro-
pists, community activists, innovation experts, and everyday
citizens from around the country. Each of their stories is filled
with insights from the front lines of innovation. Individually,
they are inspiring; collectively, they provide strong evidence in
support of Goldsmith’s compelling conclusions.

Goldsmith ends by painting a picture of a society in which the
best ideas are free to take flight and thrive, and in which vested
interests and ideological battles don’t stand in the way of inno-
vation and change. This ideal, which he calls a “fertile city,” is
not mere fantasy. In fact, in the first years of the 21st century, it
is within our grasp. It’s going to take a lot of hard work and fresh
thinking to make it a reality—but that’s part of our national spirit.
[t’s a process we all can contribute to—that’s democracy! And just
reading this book is a big step in the right direction.

Michael R. Bloomberg
New York City
Nowvember 2009



Preface

“Entrepreneurs need to search purposefully for

the sources of innovation, the changes and their
symptoms that indicate opportunities for successful
innovation. And they need to know and to apply
the principles of successful innovation.”

Peter F. Drucker

Over twenty-five years as a prosecutor, activist in child sup-
port collection, mayor of Indianapolis, and chair of America’s
national service organization, the Corporation for National and
Community Service, | have been involved in local and national
efforts to find the right mix of public policies and private
approaches to help struggling families lift themselves up out of
poverty. As the first decade of the 21st century comes to a close,
[ see these efforts nearing a critical juncture. The challenges we
face seem larger than ever—but so do the assets we possess to
solve them.

The sharpest illustration of these incongruities hit me in
2007, when I had the opportunity to serve as chairman of the
District of Columbia Anacostia Redevelopment Corporation.
I took the position in order to help the city bring development
and hope to one of its most hard-pressed areas but ended up
spending most of my time negotiating a new $650M baseball
stadium with Major League baseball. The stadium, although
helpfully located in that poorly served area, did not in itself offer
opportunity for the adjoining neighborhoods, which suffered

xvii
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from 27 percent unemployment, 40 percent poverty, and a high
school graduation rate of only 24 percent. It would take more
than an $8M pitcher in a new stadium to transform that invest-
ment into opportunity for these children.

[ turned to Marguerite Kondracke, the CEO of the America’s
Promise Alliance, and Alma Powell, its chair, who had a long-
standing interest in the area, for help in connecting this huge
city investment to a broader solution for the community. The
fact that they eagerly agreed to help did not surprise me, but
their reasoning did. They cited a then-recent America’s Promise
survey showing that fewer than half of America’s children
believed the American Dream applied to them. This awful fact
demonstrated a danger not only for these children but also for
the very civic health of our cities.

[ undertook this book in order to discover a framework with
which communities—officials, philanthropists, civic activists,
and other leaders—can turn the above challenges into oppor-
tunity. Whether in Indianapolis, where 1 served as mayor, or
D.C., where I served as redevelopment chair, unsatisfactory
social results did result from neglect. Over the past fifty years
a generous American public has steadily increased its philan-
thropic and tax investments in a wide range of efforts that only
occasionally have produced adequate social progress.

If ever there were a moment for creative civic engagement
it is now. Financial insecurity, lack of educational opportunity,
income disparities, and waning civic health challenge city lead-
ers every day. With the recent economic crisis, communities
are struggling with their most difficult challenges in the past
half-century. The U.S. Census reports a notable increase in the
number of citizens living in poverty in 2008—almost forty mil-
lion Americans (13.2 percent in 2008, up from 12.5 percent in
2007).! High school graduation rates for students of color are
as low as 33 percent in our cities, and horribly, over 60 per-
cent of African-American males who drop out of high school
at some point find themselves in prison.”? Many children live in
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turbulent homes, often with a parent missing, let alone in a state
of marriage. Homelessness, substance abuse, and domestic vio-
lence afflict far too many. The number of foster children, many
abused or neglected, now approaches one million a year.> About
the same number of prisoners will be released back into com-
munities each year, and two-thirds of them will eventually be
reincarcerated.

Although many individuals now labor tirelessly on mean-
ingful efforts in education, health care, child welfare, youth
development, housing, economic insecurity and poverty, and
public safety, few communities have enough to show for their
collective efforts. Or, as Isabel Sawhill and Ron Haskins of the
Brookings Institution suggest, “The country is confronted by
economic and social disparities that have proven all but imper-
vious to public and private efforts for nearly four decades . . . We
believe that the lack of more significant progress signals that the
country’s efforts need to be expanded and retooled.”

Perhaps these problems result from a legacy delivery system
for social services that fails to recognize fundamental changes in
both the economy and cities. According to urban scholar Jane
Jacobs, cities used to build the middle class as struggling resi-
dents adopted the attitudes and learned the skills necessary to
succeed.” With the collapse of many families, concentration of
poverty and flight of manufacturing jobs, cities today simply no
longer construct a ladder to the middle class.

Unfortunately, to-date, many of our “solutions” aggravate,
or certainly fail to mitigate, the problem. We clearly need new
methods in order to provide opportunity, hope, and civic health
to hard-pressed families and neighborhoods. Although gov-
ernment itself sometimes stands in the way of progress, I write
this book not to make a case against government participation
but, rather, to argue for a new and more effective response. As
a nation we approach the role of government with paralyzing
polarity. Many on the right argue with good reason that gov-
ernment has over the past fifty years actually aggravated the
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problem with substantial interventions that disrupted self-help,
social capital, and neighborhood support programs. They gen-
eralize that less government in and of itself will produce more
vibrant neighborhoods and families. The left argues that more
and bigger government will create success—as if individual val-
ues, families, community and faith organizations, and economic
success were incidental.

Indeed, government dominates funding in most of these
important areas with programs that address every imaginable
social issue. The real question should be not whether govern-
ment should participate in lifting up those whom “prosperity has
left behind” but how it should participate. Scaling social innova-
tion will require more than new venture capital; it also neces-
sitates repurposing already appropriated government dollars. For
example, recent studies show that federal government funding
for schools with disadvantaged students for the most part has
not led to the hoped-for improvements.® Yet, whether in edu-
cation or other areas, the public and nonprofit providers that
benefit from government programs often join with bureaucrats
and politicians to resist the redirection of critical resources to
programs that work.

Further, government spends taxpayer dollars on one-
size-fits-all direct services or overly prescriptive procurements
and grants. This causes social service providers of every stripe—
nonprofit, for-profit, faith-based, or community-based—to take
an artificially narrow approach. While common sense dictates
that teacher performance might be connected to student health
or nutrition, homelessness to mental health, and domestic vio-
lence to alcohol abuse, public spending on social services to
address these problems rarely reflects even the simplest level of
integration. Furthermore, multiple levels of government often
touch the same family or community. No single bureaucracy has
a fix on solutions to all social problems. The mayor may control
job training and policing; the county executive, child welfare; an
independently elected school board, education; the state, health
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care coverage through Medicaid; and so on. With a structure
designed for a simpler time, government has become ill-
equipped to handle the complex task of solving our increasingly
intractable social challenges. Even more fundamentally, though,
government now must deliver its assistance not through tradi-
tional rule-bound hierarchical programs but through effective
civic entrepreneurs operating in dense social and community
networks.

This is not a simple matter of bad government actors and
good private ones. Private efforts, whether nonprofit or philan-
thropic, also avoid the risk of taking on the status quo and con-
tinue funding good deeds that produce unimpressive or unknown
results. Business leaders serving on the boards of nonprofit human
service agencies, impressed with dedicated people and good
intentions, often tolerate marginal results, inadvertently mask-
ing failure. Because these service delivery systems—dominated
by government funding and regulation—are often devoid of citi-
zen choice and competition, civic entrepreneurs depend on com-
munity leadership to create the political will for true innovative
solutions. Actors from across the community—nonprofit
providers, individual volunteers, religious institutions, private
philanthropists, and professional associations—all play a part in
the design and funding of important support services. Funders
operate in social networks, investing in individuals who in turn
operate in their own networks.

Despite these daunting social challenges, or perhaps because
of them, I am genuinely hopeful that now is our time to make
things right.

Millions of citizens stand ready to deploy their goodwill
and talent toward solutions that work for their communities.
AmeriCorps applications in the first quarter of 2009 increased
40 percent over a year earlier. Teach For America applications
rose 36 percent from 2007 to 2008, with a 28 percent larger
corps starting in inner-city schools.” Overall, 441,000 more
young adults volunteered in 2008 than in 2007.% Along with this
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appetite for service, the number of innovative, socially conscious
individuals continues to increase, as does the number of social
venture funds interested in their success. These entrepreneurs
now take on early childhood development, literacy, homeless-
ness, and violence with increasing success. With an impressive
understanding of this trend, Washington reacted in 2009 with
bipartisan support for the Kennedy/Hatch Serve America Act,
supporting substantial new investments in community service
and social innovation.

At the same time, collaborative electronic tools are ignit-
ing new service opportunities in previously unimagined ways.
A small, inexpensive Facebook widget alone produced pledges
from fifteen thousand organizations that tens of thousands of
individuals would participate in service projects over the Martin
Luther King and Inaugural weekends in 2009. In my work as
chair of the Corporation for National and Community Service
(CNCS), I see more examples than ever before of successful
civic entrepreneurs who combine creativity and passion with
community service to produce tangible results.

A Personal Discovery

This book reflects my own education in igniting social change
through innovation and entrepreneurship—a process of personal
discovery that accelerated in 2000. I had just finished my sec-
ond term as mayor of Indianapolis and was serving as the chief
domestic policy adviser to Governor Bush in his 2000 presiden-
tial campaign. Alan Khazei and Vanessa Kirsch called with an
offer. Khazei is one of the country’s top civic innovators, and he
cofounded the well-regarded City Year. Kirsch had started New
Profit Inc., a social venture fund. The husband-and-wife team
had compiled a list of ideas about how the federal government
could help grow community service and social innovation. I did
not know that such an organized movement existed, but the
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ideas were appealing and much more creative than the standard
fare [ had grown used to seeing.

Fortuitously, I became chair of CNCS after the election and
over the subsequent eight years helped fund and work with a
broad array of exciting, committed individuals operating at the
nexus of national service and social innovation. The efforts of
the civic entrepreneurs whom I have met, and thousands more
like them across the country, embody the adage: “You cannot do
all the good the world needs, but the world needs all the good
you can do.” Yet [ saw even the best of these innovators struggle
to find room to invent and grow in systems that did not natu-
rally accommodate bold, new interventions. Absent strong lead-
ership, no natural process clears out the old and invites in the
innovative, even in the face of lackluster results.

My CNCS experience also reinforced something I learned in
Indianapolis—how much value is produced when the public and
private sectors engage one another constructively. Indeed, over
the past decade I have been fortunate to associate with govern-
ment, for-profit, and nonprofit providers serving public purposes.
Without fail, those who worked exclusively in one sector often
could not appreciate the perspectives or value of the others.
Further, people live and progress inside social networks. Change
efforts often fail because they ignore the other providers and the
family and friends who surround those in need.

With these two lessons in mind, in 2008 I asked the John S.
and James L. Knight Foundation to help me assemble some of
the country’s top civic entrepreneurs and city government offi-
cials at Harvard University’s Kennedy School of Government.
About thirty practitioners and influential thinkers would eventu-
ally meet over the course of two years to explore how innovative
leaders in all sectors could better collaborate in order to produce
transformative social change. We started with an airing of ten-
sions, stumbling blocks, gaps, and missteps, and in the months
that followed we worked together to sort out and address these
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challenges. Those candid conversations underlie the principles
in this book. My Harvard Kennedy School colleague Mark
Moore challenged the members of our group to consider how
public entities create public value, rather than perform public
activities.

This book rejects the notion that innovation occurs only in
one sector. It assumes that public, private, and nonprofit officials
can be the problem, but that it takes more than one of them
to be the solution. I have seen that terrific ideas well executed
in one sector can cause changes in the others. I have written
elsewhere about my policy approaches to city development,
including on such issues as taxation, regulation, and privatiza-
tion.” In this book I make the point that we urgently need more
social innovation—regardless of whether the intervention or
the entrepreneur comes in a liberal cast in one city and a con-
servative cast in another. I do not seek to place certain policy
approaches or solutions above others. Rather, this book offers a
framework within which engaged leaders—whether individual,
government, philanthropic, or social—can supply the catalytic
energy to produce civic progress in a community.

In these pages you will read powerful and inspiring stories
of public officials and civic entrepreneurs. But [ have set out to
show that, with the right tools and skills, everyday citizens in
typical communities or cities across the country can also pro-
duce extraordinary social change. Indeed, the best form of social
progress will come at the community and neighborhood levels.
[ point out tools for community champions who invent cre-
ative interventions, advocate policy changes, or build effective
organizations. My intent is to add to the growing discourse on
the promise of social innovation and civic entrepreneurship in
improving social service results and how these results can lever-
age community-wide change.

I rely on case studies from all sectors and more than one
hundred in-depth interviews with civic entrepreneurs. I am
indebted to the members of the Harvard Kennedy School
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Executive Session and to the inspiring and creative individuals
who generously shared their time, observations, experiences,
and insights.

Looking Ahead

Chapters 1 and 2 offer the context and lens we use for the
topic. Chapter 1 names the problem and introduces civic entre-
preneurship’s potential to catalyze civic progress. Chapter 2
presents cases in which the social inventor comes up with an
ingredient that catalyzes the rest of the system. The catalytic
ingredient can emanate from a new technology, as happened
when ePals brought together 600,000 classrooms on an online
learning platform, or from the network integration itself as
shown by Bill Milliken, whose efforts bring critical support ser-
vices into schools now serving more than 1.2 million students.

Chapter 3 addresses these issues from the demand side,
showing how allowing more social service providers into a deliv-
ery system through competitive results-driven procurement can
create a marketplace for innovation. In this chapter we explore
the work of Chancellor Michelle Rhee of the Washington,
D.C., public schools; the effects of state and federal faith-based
initiatives; and the UK’s decade-long efforts to build the capac-
ity of the third sector to provide public services.

Chapter 4 begins with the assumption that good deeds do
not necessarily produce great results. Every day, caring indi-
viduals in service organizations work tirelessly to help others.
However, critical frontline workers in a field like homelessness
are often forced to run faster and faster in place because the
delivery system has not produced or scaled the type of interven-
tion that could more broadly change lives. New York City used
its authority to repurpose homeless services when the talented
public official Linda Gibbs discovered that the city’s funders
and providers, after years of futility, “served the homeless, but
they did not solve homelessness.” Established organizations with
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creative leaders can also produce civic breakthroughs when they
shift their focus from organizational activities to the sought-
after outcomes. This chapter focuses on the breakthrough
approaches of Michael Lomax, who leads the prestigious United
Negro College Fund, and Brian Gallagher, of the United Way
of America. Their stories help us see how thoughtful organiza-
tional assessments, creative energy, and fresh eyes can transform
traditional players and approaches.

Chapter 5 explores the power of the individual to make
social progress, highlighting various ways that citizens, whether
serving or being served, cause true change. It highlights the
efforts of the Bradley Foundation as it championed a controver-
sial effort to bring school vouchers to Milwaukee, with strate-
gies and tools that are instructive no matter where one falls in
the voucher debate. This chapter also explores how building
demand for social improvement through citizen activism can
overcome protectionism from entrenched vendors. We look at
former Miami Herald publisher David Lawrence, the John S. and
James L. Knight Foundation, and Stand for Children to under-
stand the innovative ways in which civic entrepreneurs are com-
bining traditional organizing strategies with new technologies
and a commitment to results. Chapter 5 also profiles Maurice
Miller of the Family Independence Initiative, who demonstrates
how engaging citizens inside their social networks can produce
remarkable gains in transforming lives and breaking the cycle of
poverty. J. B. Schramm of College Summit also focuses on indi-
viduals—in particular, raising expectations both of clients and
of providers to produce dramatic gains.

Chapter 6 examines how civic entrepreneurs take on risk in
a way that makes the work of other actors inside a social deliv-
ery system more effective. We extract lessons from the way Julius
Walls of Greyston Bakery applies a deep knowledge of the peo-
ple his organization is helping in order to take hiring risks that
other employers essentially overestimate. We study how Blair
Taylor takes on political risk by betting the Los Angeles Urban
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League’s eighty-six years of credibility and social capital on his
ability to transform the Park Mesa Heights neighborhood. This
chapter also looks at how the Reinvestment Fund’s Fresh Food
Financing Initiative applies its deep knowledge of urban com-
munities to help drive retailing (and social good) into under-
served markets. Similarly, the New York City Acquisition Fund
creates social value by removing risk in new affordable housing
projects, illustrating one of a number of innovative models for
using financial capital to catalyze change.

The final chapter illustrates how all the pieces highlighted in
the book fit together in the “fertile” city—fertile in the sense that
it is ripe for civic entrepreneurship to innovate and transform the
ways it addresses social problems. This chapter studies the com-
munity, mayoral, nonprofit, and school changes implemented in
New York under Mayor Michael Bloomberg, with an emphasis
on the work of New York Schools Chancellor Joel Klein.

To create truly vibrant cities, we need to invent new
approaches. More important and more difficult, we then need
to grow and execute (some say “scale”) these social innova-
tions across entire systems. Thinking of scale only in terms of
broad geography or large numbers would, however, be a mistake.
Social change does not mean that new, innovative providers
merely replace old ones. Rather, communities need to create an
environment that enables continual innovation while demand-
ing real impact and performance.

We direct this book to leaders no matter who they are—
from start-up entrepreneurs to seasoned professionals. We
look to political leaders who use their authority and visibility
to insist on change, and to philanthropic leaders who deploy
flexible dollars and expertise to provide venture funding for
change. The Annie E. Casey Foundation, willing to take more
risks than the political process would allow, played this role
for me during my mayoral terms. We urge corporate leaders to
use their stature and business acumen while serving on non-
profit boards to demand results. And, of course, entrepreneurial
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nonprofit leaders can demonstrate the path of necessary reform.
A particularly strong leader in one area can influence the others
in a community.

Over twenty-five years, | have seen the very worst and best
of communities. I have seen bad government and neglect and
crime and violence and the untold harm they produce. I have
worked with welfare moms abandoned by the fathers of their
children as well as children reared without adequate support or
education. But more recently I have seen, and done my best to
support, the very best of America—the generous, civic-minded
streak that is not only alive but thriving. I write this book in
hope that the latter phenomenon will provide a path to the
American Dream for those whose life opportunities should not
be determined by the zip codes of their birth.
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IGNITING CIVIC PROGRESS

“I have an almost complete disregard of precedent,
and a faith in the possibility of something better.
It irritates me to be told how things have always
been done. I defy the tyranny of precedent. I go for
anything new that might improve the past.”

Clara Barton

With deficits soaring and job growth problematic, now is the time
to drive every possible public and philanthropic dollar to the best
possible social result. Demand for government dollars will far out-
strip available supply unless more Americans become productive
taxpaying citizens. For economic and moral reasons, we simply
cannot tolerate any longer the social conditions that leave so
many citizens behind, too often trapping them as passive recipi-
ents of government help. Transformative social progress today is
held back more by precedent and existing structures and processes
than by resource limitations or a lack of the public’s interest.

This book focuses on the lessons behind the acts of social
entrepreneurs, philanthropists, business leaders, elected and
appointed officials, students, and activists who make a difference
in their communities. We concentrate on how these civic entre-
preneurs act as catalysts that, by challenging existing assumptions
and models, map the path to a better future.

Many have written on the efforts and attributes of individual
“social entrepreneurs,” a term popularized by the exceptional work
of Bill Drayton of Ashoka. Notable contributions include How to
Change the World by David Bornsteins; The Power of Unreasonable
People, by John Elkington and Pamela Hartigan; and Christopher
Gergen and Gregg Vanourek’s Life Entrepreneurs. Recent books
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such as Forces for Good, by Leslie Crutchfield and Heather
McLeod Grant, and The Charismatic Organization, by Shirley
Sagawa and Deb Jospin, chronicle the features of high-performing
organizations run by social entrepreneurs.! This book builds on
those insights but looks beyond entrepreneurial individuals and
organizations to entrepreneurial networks and fertile communities.

This chapter defines the concepts and identifies the reasons
why social service delivery systems resist change, explains why
civic entrepreneurs must be catalysts for transformative change,
and concludes with cautions about engaging government.

Entrepreneurship, Innovation, and Change

Although there is little consensus on an exact definition of social
entrepreneurship, I view it much as Roger Martin and the Skoll
Foundation’s Sally Osberg do. They define social entrepreneurs
as those who identify and then challenge—with inspiration, cre-
ativity, direct action, and courage—an unjust “stable state’s equi-
librium.” These social entrepreneurs share passion, a focus on
outcomes and impact that leverages other resources, a sound busi-
ness model, and high expectations for not only themselves but
also their clients.

Early on, many of us involved in these fields mistakenly
hoped that a good organization or idea would naturally grow to
scale—in the same way that commercial product innovations
such as cell phones and low-cost airlines grew to transform their
respective industries—without worrying too much about how.
Over time [ realized not only the extent of the obstacles pre-
venting diffusion of a good idea, but that real change requires
more than scaling a single organization. These discoveries led us
to focus on civic entrepreneurship.

In most of the areas where social entrepreneurs are working,
none exist. The individuals whom we are trying to serve do not
have the money to buy needed services; thus someone else pays
for them. Thus the start-up capital sufficient to prove a concept
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will not produce the broad growth needed for transformative
change to scale.

Invariably, philanthropic and social investors rely on an exit
strategy that looks to government as the sector that will eventu-
ally sustain an organization’s growth. As a result, an idea’s ability
to grow depends on both government and the existing web of pro-
viders, funders, and politicians who have a stake in the status quo.
In fact, in the areas in which social entrepreneurs operate (e.g.,
education, health, poverty reduction, social services, services to
children and families, economic development of poor neighbor-
hoods, low-income housing), government—its overall policies,
financing, and regulation of suppliers—is the dominant force. In
many of these areas, such as K-12 education, tax dollars represent
most of the total spending—sometimes exceeding 90 percent.

Blaming government as the primary obstacle to progress, how-
ever, misses the mark. Comic strip character Pogo put it clearly
when he said, “We have met the enemy and he is us.” Existing
providers and their boards, staffs, directors, and sometimes clients
lobby funders—whether private or public—to increase support of
their efforts regardless of results. As Mayer Zald and Roberta Ash
demonstrate, organizations naturally move through stages over
time: “goal transformation, a shift to organizational maintenance,
and oligarchization.” In other words the passion that produced
yesterday’s transformative innovation migrates over to sustain-
ing the organization—which in turn precipitates an effort to raise
barriers to entry for potential competitors. This evolution tends
to calcify the system, making it difficult to redirect a community’s
scarce resources to bold new interventions and players. Simply
adding new innovations on a stable base of mediocrity cannot
produce social transformation.

Thus, in this book we focus on a concept that overlaps
social entrepreneurship: “civic entrepreneurship.” Doug Henton
describes civic entrepreneurship as helping communities develop
and organize their economic assets and build productive,
resilient relationships across the public, private, and civil sectors.
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To Henton, the term “combines two important American
traditions: entrepreneurship—the spirit of enterprise, and civic
virtue—the spirit of community.”* We use the term intentionally
to underscore one of our major assumptions: that a leader in any
sector can spark innovation, and social progress. This definition
incorporates, but is not limited to, the traditional understand-
ing of social entrepreneurship as nonprofit or for-profit endeav-
ors with a social mission. It also includes those who enable and
champion progress by providing the necessary fodder for innova-
tion and change. To us, civic entrepreneurship represents both
the spirit of change and the spirit of community.

So Many ldeas, So Little Progress

Why are we often stuck with entrenched underperforming social
safety net systems of providers, government and philanthropic
funders, advocates, and interest groups! Here are five reasons,
which we will return to in more detail.

Irrational Capital Markets

The Center for Advancement of Social Entrepreneurship
(CASE) at Duke University’s Fuqua School of Business is the
academic home of leading expert Greg Dees. In 2007 CASE
surveyed social entrepreneurs on what they considered to be the
greatest barriers preventing them from “scaling up.” The results
showed that funders, especially foundations, make decisions on
“short time horizons” attracted to the “next new thing” rather
than what works. Funders, even when backing innovation, are
often most likely to support a program simple in concept, easy to
execute, low in political or legal hurdles, and conducive to quick
results—not necessarily a recipe for complex systemic change.
We study in this book the efforts of Vanessa Kirsch and her
social venture fund New Profit Inc. to change the nature of
philanthropic funding. Kirsch helps her portfolio organizations
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understand that, since the clients for social delivery systems
rarely have a choice of where to receive help, politics and
bureaucracy (not efficacy) play a large part in determining who
receives public funding.

We, however, assume that the growth of a social innovation
requires more than private philanthropy and socially conscious
investing in an organization. A civic entrepreneur seeking to
remedy a particular condition in a community, such as access
to behavioral health services for adolescents, will eventually
need to access existing government and philanthropic dollars.
Because systemwide change requires success not in a market
economy but in a political economy that rewards influence, con-
nections, and political capital, she will be unable to rely on new
venture funding alone.

The civic entrepreneur inevitably discovers that incumbent
interests have their protectors. We consider this to be a local
social service version of the infamous military-industrial com-
plex, or “iron triangle.” It is not an insidious triangle driven
by self-interest; it is the network of relationships that develop
among government bureaucrats, politicians, agency heads, and
funders who believe that more of the same will make a differ-
ence. This iron triangle produces barriers to entry for new
actors. Indeed, many of the obstacles civic entrepreneurs face
are inadvertent, caused by good people with good intentions
trying, within a narrow jurisdiction, to solve problems created
by matters outside their control.

Champions of a particular solution, convinced—whether
correctly or not—of the value they produce, will eventually fight
changes that jeopardize their funding. The political economy of
social systems, not the nature of providers and other actors them-
selves, induces providers to seek protection over performance. As
Robert Michels wrote some one hundred years ago, an oligopoly
can develop when a group “dominates decision making via its
control over knowledge, resources, and communication.” And as
the amount of government influence or money an organization
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receives grows, even the most entrepreneurial effort runs the risk of
emulating government. We are searching for conditions that will
force dynamic change so that today’s innovators do not inadver-
tently become part of tomorrow’s government/nonprofit oligopoly.

Poor Metrics and Causal Confusion

With so many interlocking responses to similar issues, commu-
nities find it difficult to hold any one organization responsible
for results. No one owns failure. I recently experienced one of
those practice-what-you-preach moments—with discomfort.
[ was upbeat about President Obama’s call for clear and account-
able government performance until I tried to put it into action
at CNCS. As chair, [ enthusiastically support CNCS’s goal to
increase high school graduation rates through our grantees, whose
AmeriCorps members can provide valuable services in a struggling
school. Yet can we really hold a grantee responsible if its efforts
are overwhelmed by challenges such as poor teaching or lack of
school order? Obviously, impact must be measured and account-
ability imposed, but the how is difficult—and always more appro-
priate for the other guy. Too often public and private organizations
use a lack of results as a reason to ask for even more funds. We
explore measurement and accountability in Chapter 4.

Vertical Solutions for Horizontal Problems

Government’s ability to collaborate has not kept pace with the
growing complexity of these social service production systems.
As a result, government reforms will continue to fail if they are
aimed simply at improving the same old activities. We cannot
solve complex horizontal problems with vertical command-
and-control solutions. The speed of change toward third-party
provision of all types of public services continues to outpace the
ability of most public officials and agencies to manage these col-
laborations effectively.
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In Gowverning by Network, Bill Eggers and I defined a “net-
work” as an initiative deliberately undertaken by government to
accomplish public goals, with performance metrics, responsibili-
ties assigned to each partner, and structured information flow.
But we also wrote that the ultimate goal of a network is to pro-
duce the maximum possible public value, greater than the sum
of what each lone player could accomplish without collabora-
tion.” Despite good intentions, many attempts to reform these
social problem-solving networks (and calling them “networks”
is often a stretch) result in an incrementally better solution to
a problem, but not the integrated, transformative approach that
true civic entrepreneurship promises.

The Curse of Professionalism

Progressive Era government reforms produced, for the most part,
today’s professional bureaucracies with technically proficient
officials who design solutions for other people. For example,
city planners in Indianapolis told community groups what their
preferences for a new green space should be, and CNCS used to
prescribe activities for thousands of not-for-profits, even though
in both instances the “amateurs” on the front lines had a much
better idea of how to solve problems. Without a market disci-
pline, program officers, protected by legislative committees or
foundation boards and convinced of their own professionalism,
can become myopic. Social problems are increasingly complex
and interlocking; the idea that a few smart program officers can
design a solution and then issue a series of contracts governed
by a set of rules misses entirely the point of civic engagement
and community problem solving.

We need to open these social production systems to the
community and engage it in real and substantive ways that
involve a higher percentage of the community’s assets and social
networks in driving change. According to Drayton, “Traditional
societies evolved so slowly that gradual trial-and-error expressed
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as customary law was all that was needed to guide them safely.
As change accelerated, small elites took control of decision
making. However, as society became ever more complex and as
change accelerated yet again, this form of decision making could
no longer cope. We now need a far more flexible, creative, quick-
moving, and decentralized way of managing the planet.”

Not Invented Here

The nationally ambitious entrepreneur aspiring to take a tested
success into a new community faces another difficult barrier.
Government procurement rules or practices often give pref-
erence to local providers. More importantly, the community
rightly wants to determine what it needs, under what condi-
tions, and expects providers to respond and negotiate with it.
The outside civic entrepreneur, meanwhile, might take it as a
virtue not to negotiate. In fact, he has been able to sell his
innovation and his organization to private funders on the basis
of the results his particular model has achieved. Fidelity to the
model becomes key. As Dees notes, “Some of the national social
entrepreneurs feel strongly about the integrity of their approach,
and they have very robust minimal critical specifications. Full-
fledged, they want to have control, want a certain culture and
approach, and it may rub local folks the wrong way, or they
won’t be comfortable with it.” The ensuing negotiation about
the terms of the engagement carries implications and risk for
both sides.

In Governing by Network we credited tacit knowledge—that
which is not easily recognized or transferable—as the basis for
many innovations. Explicit knowledge, meanwhile, naturally
attracts outsiders or potential adopters, even though it might
represent only 20 percent of the total knowledge needed to
understand how something really works."® A civic entrepreneur
has the tacit knowledge of her innovation, and a mayor or civic
leader has tacit knowledge of the community, but both have
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only an explicit understanding of what the other knows. This
mutual gap mistakenly increases the confidence of each that he
or she is right.

As entrepreneurs come in from “the outside,” issues of class,
culture, and race inevitably come into play. This is especially true
when those outside are predominantly white and well-educated
and the communities they look to serve are low-income neigh-
borhoods of color. Whether civic entrepreneurs are respectful
enough to not offend and interested enough to engage in dia-
logue will determine the level of tension and, ultimately, success.
Civic entrepreneurs understand that even if they try to avoid the
political arena, they cannot avoid local political dynamics.

Sometimes even city hall will have the “not invented here”
reaction to its own community leadership. As a motivated citizen
looks to instill innovation in local delivery systems, government
officials and other social service professionals will naturally ask:
What is it that allows you to do that better than we do? And in
either case, sanctioning someone to come in and “fix” a situa-
tion may raise questions about the authority and credibility of
the mayor and civic leaders.

Teach For America has learned first-hand how to navigate
such tensions as it successfully entered thirty-five communities
across the country. But it discovered just how difficult over-
coming them can be when Detroit’s abysmal graduation rates
drew the organization into that particularly challenging city.
As Kevin Huffman, executive vice president of public affairs at
Teach For America, remembers, “We thought, we’ve got to be in
Detroit. When you see how dire the situation there is in terms
of the gap in educational outcomes. . . . How could we not be in
Detroit?"!

The organization’s leadership successfully engaged the local
philanthropic community but received “lukewarm support” from
the superintendent, school board, and teacher’s union. This
response did not deter them, because experience had taught that
Teach For America’s teachers, or corps members, quickly won
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people over once in action. “We build a fair amount of grassroots
support,” Huffman says. “Principals really like us. ... We build
relationships in the political community. Parents like Teach For
America corps members. Once we're in, we're usually in pretty
good shape.” But soon after Teach For America entered Detroit
in 2002, the school district started moving its corps members to
new schools, did not pay others, and would not clarify whether
any would be welcomed back for the second year of their teach-
ing commitment. Detroit is the only city from which Teach For
America has withdrawn. Huffman credits a confluence of factors
for this disappointing outcome:

Very strong union, very weak superintendent, no support from
the mayor or other political leaders in the city and a bureau-
cracy that was horribly mismanaged at the local level in the
district. And all in all, the truth is we didn’t have any one person
or entity that was a strong political supporter who could rally
other people behind us. ... There was nobody in the system
willing to expend political capital to make sure that that didn’t
happen.’?

Teach For America’s experience in Detroit illustrates how
even the best models confront serious barriers when they
attempt to grow. Sometimes the local stumbling blocks are
true policy differences, but other times they are simply paro-
chial. Either way, civic entrepreneurs must continue to work
at navigating these waters, learning from past efforts as they
seek to overcome obstacles to growth and systemic change. In
turn, communities need to be more open to the promise of civic
entrepreneurship—from both outside and within.

Civic Entrepreneurship as the Solution

In order to find how civic entrepreneurs ignite change, we stud-
ied approaches that, because of their power in either policy or
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delivery, caused the rest of the network to respond, forcing it
to better allocate resources. We also looked for civic leadership
that forced open space for change and challenging ideas. The
leaders profiled in this book, rather than despair when looking
at the depth of government bureaucracy and calcified social
production systems, viewed the problems as opportunities to
produce good. These civic entrepreneurs operate in different
ways. Some convince a community that change must and can
occur, like America’s Promise through its attention-grabbing
Grad Nation efforts. Others, like the successful College Summit
program, actually produce the results themselves. Similarly,
while government floundered in response to Hurricane Katrina,
the heroic interventions of neighbors and faith- and community-
based groups saved thousands of others. Creative, caring, and
effective efforts like these demonstrate that great opportunity
lies in our untapped civic potential.

The once-neglected fate of children of prisoners is one such
area where civic leaders sparked change. In 2000 I participated
in a small living-room discussion with presidential candidate
George W. Bush and my friend John Dilulio, an insightful aca-
demic, criminal justice expert, and community activist. Dilulio
unexpectedly inserted an appeal for the governor to mend a
huge hole in the nation’s social support net—the lack of services
for children of prisoners. I thought at the time that Dilulio’s
plea had no chance of capturing conservative Republican
attention.

Together with his colleague Wilson Goode, the former mayor
of Philadelphia and a pastor, Dilulio knew that when children
from disrupted families got into trouble, the government would
most likely do things “to them” (jail) or “for them” (child protec-
tive services). But the entrepreneurial pair turned a problem into
an opportunity. They had discovered that although many govern-
ment programs touched these children—public safety, criminal
justice, youth development, child welfare, and education—none
really addressed the children in the way they needed to be
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addressed. Goode and Dilulio knew that they could succeed with
earlier and better-coordinated intervention—something new
and supportive. So the two secured philanthropic funding from
Public Private Ventures and began building Amachi. A few years
later, having proved the importance of the intervention, Amachi
secured federal government resources—and high-profile promo-
tion from President George W. Bush.

This book shows that civic entrepreneurship like that
undertaken by Goode and Dilulio can drive social change.
Entrepreneurial communities determined to improve the qual-
ity of life must encourage civic entrepreneurs. At the same
time, aspiring civic inventers must learn how to navigate and
influence their communities’ existing social service production
systems. In my experience, community must be the focus because
that is where the human interventions occur. Without the
active support of neighbors and block-by-block organizations, no
outside funding will succeed. Success requires a personal touch
and a deep understanding of local problems and resources. It also
requires, as we will see, a familiarity with or a guide through the
local political waters.

So how can all this work? Let us look at it through an exam-
ple I know too well—inner-city education in Indianapolis. I
engaged in a ten-year battle with the independent school
board—and the even more independent school bureaucracy—to
reform the city’s public school system. Despite tens of millions of
dollars of social programming and countless hours of professional
and volunteer service, we could claim nothing but consistently
awful results.

Many vyears later the issue popped up again with a call from
the respected innovator J. B. Schramm, whom I knew from my
work as chairman of CNCS. Schramm, the inventor of the
College Summit program, wanted my advice in his effort to
bring the program to Indianapolis. College Summit claimed it
could help generate enough change to improve the city’s dismal
high school graduation rates (at that time less than one-third for
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young men of color).” I knew Schramm was succeeding in other
cities and assumed he could change the future trajectory for
many Indy students. The story of how College Summit ended
up in Indianapolis provides hope not only for the city’s youth,
but also for thousands of Americans who aspire to make a trans-
formative difference in their communities and in the country.

Just after Schramm graduated from divinity school in
1990, he started tutoring students at a teen center in a low-
income housing project in Washington, D.C., in the hope that
they would pursue higher education. Over and over, Schramm
watched capable students fail to matriculate to college for lack
of the institutional and family support and social networks
available to most middle-class youth. Like other entrepreneurs,
Schramm brought a fresh perspective to a problem others viewed
and accepted as familiar. He saw individuals who had potential
that could be fulfilled once barriers were removed. Schramm
took a new approach to preparing his students for college. He
hired a writing instructor and provided other transitional and
life supports. And his protégés succeeded. From there, Schramm
launched College Summit, which by 2008 had helped 35,000
high school students in ten states.'*

Today civic entrepreneurs, armed with innovative think-
ing, a bottom-line sensibility, and a willingness to tackle some
of the nation’s most intractable social problems, are tapping into
a powerful energy and sense of purpose. This growing cadre of
change agents is shattering traditional policy approaches and
replacing them with creative solutions and unique partner-
ships to produce dramatic results. Yet serious questions must be
addressed. How do promising new interventions like College
Summit ever flourish in a social service model dominated by
top-down approaches, prescriptive government funding, and
relationships that all conspire to resist or slow change?

Civic entrepreneurs have been emerging from across
America’s landscape: public servants and elected officials, ven-
ture capitalists and generous individual donors, faith-based
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providers, engaged citizens, and business leaders advocating new
definitions of corporate social responsibility. Finding new ways
to help people in trouble, these entrepreneurs have filled niches
and changed thinking. Some of their efforts splash into the
national headlines because of their appeal and success: Teach
For America, Habitat for Humanity, and City Year, to name just
a few. Many are local heroes, transforming communities across
the country. Some, like Schramm and Wendy Kopp, the founder
of Teach For America, are inventing new solutions. Other civic
entrepreneurs set up the conditions for entrepreneurial success
by staying active in rewriting the rules for how their communi-
ties determine priorities, make decisions, distribute funding, and
monitor progress.

We include in these chapters discussions of public officials who
prove that entrepreneurship can come from any sector—not just
the social or private sectors. In New York City, Mayor Bloomberg
and Chancellor Joel Klein boldly took on the challenge of
reshaping the struggling school system, deeply integrating civic
entrepreneurs into the change process. In Milwaukee, Bruce
Kamradt put his knowledge and experience as a child welfare,
juvenile court, and mental health administrator to work when
he created an innovative and highly flexible integrated ser-
vices model. Called Wraparound Milwaukee, his invention did
not just coordinate but transformed the way dozens of agencies
treated children with severe behavioral health issues—and their
families—every year.

Clearly, the approaches and origins of civic entrepreneur-
ship vary. For example, organizations like College Summit have
grown in impact because they cross neighborhood, class, racial,
and sectoral lines. Innovations in social problem solving offer
more cause for hope and optimism than ever before—but only
if they disrupt or transform an underperforming system for solv-
ing social problems. These important lessons led me to wonder
how we can identify, nurture, and then grow the innovations
invented or championed by the ]. B. Schramms across the
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country in a manner which, collectively, creates enough lift for
truly transformative social change.

Igniting Civic Progress

The litany of current crises mandates change not just in the way
government provides services, but in the community-wide deliv-
ery systems built up around social problems. How do we nurture
these civic entrepreneurs and provide them the innovative
space that will leverage bold responses from the other actors in
a community’s social service system? To demonstrate how things
could be done differently, we looked for civic entrepreneurs who
emerged from the government, private, or nonprofit sectors
to start or change a program, an organization, or a new policy
that now produces more opportunity and progress for commu-
nity residents. This search was not easy. Creative social activists
discover and deliver interventions that transform individual
lives—but only infrequently will their interventions also force
change through the rest of a delivery system.

Even after a bold new idea proves worthwhile, replication or
growth depends on how well the idea is disseminated, on how
much it receives in new resources or how much it gains from
new strategic partners. The civic entrepreneurs with whom we
spoke struggle to take their working solutions to a scale that
causes systemic change. Social progress requires that they over-
come built-in barriers to transform the delivery systems in which
they are operating. We explore the links between innovation,
entrepreneurship, and social change. Specifically, we wanted
to learn how to help civic entrepreneurs successfully catalyze
broader change.

Our view of the social production system in a typical com-
munity is represented in the figure “Vortex of Social Change.”
Outside the triangle, which represents the local community,
national actors assert influence that affects local conditions and
responses. These outside actors include private funders such as
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national foundations and large corporations; national advocacy
organizations, interest groups, and professional associations;
national nonprofit innovators; and federal or state funding
agencies. The organizations inside the triangle represent local
players who can push for or impede a transformative solution.
These local actors include private funders such as local phi-
lanthropists and community foundations; grassroots associa-
tions and interest groups; longtime civic institutions like the
United Way, school officials and nonprofit providers; the mayor
or other elected officials; and local civic entrepreneurs from
all corners.

A host of forces operate on a community’s social service
delivery structure—few of which argue for change. The ten-
dency to resist disruptive change does not result from a nefarious
political conspiracy. Rather, it is the natural result of a system
in which one closely tied group of individuals—philanthropic
and government funders—makes decisions for another group—
citizens in need. Yet an impassioned person with an appealing
vision can act as a catalyst. The center circle in the figure on
page 19 represents the civic reaction—the disruption and even-
tual transformation of the existing system triggered by civic
entrepreneurship that produces more social good.

We do not want to suggest that these broad changes will
always force existing players out of the “market.” Rather, they
might cause a configuration of current providers. Sarah Alvord,
David Brown, and Christine Letts explored well-known social
enterprises to find how they “expand and sustain their impacts
and transform larger systems in which they are embedded.””
They found that no matter the type of social intervention—
local capacity building, new products or services, or movement
building—social entrepreneurs achieving some level of system
change worked across traditional divides. These entrepreneurs
bundled services and created alliances both in the provision of
assistance and in the advocacy necessary for “political leverage
to have transformational impacts on both political and cultural
contexts.”
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The above diagram represents the book’s theory of change. The actors in the two outside circles—both
service providers on the right and market makers on the left—can catalyze change among dll the actors
by employing one or more of the strategies depicted in the inner circle. We explore each of these strategies
in subsequent chapters.

We consider market makers to be those organizations or prin-
ciples that catalyze change and create the conditions for broad
community solutions. They do this through programmatic and
policy advocacy, funding, and rule setting that can source new
providers who focus on results. Sometimes the conditions bring
in new actors; other times the market makers clear the way for
new arrangements of existing providers. Community leaders,
grassroots organizations, and public officials promote entrepre-
neurship in their communities when they create environments
of continuing innovation, challenge the very definition of public
value, and exhibit a willingness to challenge the status quo.
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Service providers engage in civic entrepreneurship as champi-
ons of a particular innovation, driving its design or identification
as well as its adoption across a delivery system. The lessons that
guide these champions of innovation include a mobilization of
public will and political capital to demand results and change,
a willingness to assume risk, and a delivery model that increases
expectations of individual potential and responsibility.

We consider both market makers and service providers to be
potential entrepreneurs and note that the levers of change they
utilize are sometimes the same and sometimes quite different.
Yet the lessons from both groups are essential to entrepreneurial
communities and also to entrepreneurial organizations.

The Mandate and Caution of
Engaging Government

Any process to address a community’s social service produc-
tion systems must keep its two dominant actors in mind—
government and the individual citizen.

Government can be either a powerful ally or the primary
obstacle in efforts to bring about large-scale change. On the
one hand, individual entrepreneurs can certainly do much good
by themselves. On the other hand, government must ultimately
execute its role in ensuring the democratic values of equity and
justice for all citizens. Further, the creative civic entrepreneurs
who succeed by avoiding too much government entanglement
eventually realize that they cannot take their innovation to any
serious scale, or truly effect systemic change, without some gov-
ernment participation. Andrew Wolk, an early advocate for
government support of social entrepreneurs, highlights the neces-
sity of government participation in his discussion of College
Summit. The organization grew impressively by 750 percent
between 2000 and 2008, moving from serving 2,000 students
to more than 17,000 students. “Yet, even with these results and
growth,” Wolk writes, “College Summit estimates they only reach
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about 2 percent of the one million low-income high school stu-
dents in the United States.”

In addition, government plays such a dominant role in fund-
ing and standard setting today that broad social changes simply
cannot occur without the eventual cooperation of all sectors.
Government controls the area of social responses in the way it
funds programs, regulates providers, sets credentials, and decides
which organizations are qualified to provide services. In trying to
bring innovation and change to government-dominated systems
like education and public safety, one quickly finds the need to
convince public officials of the value of change. No matter how
noble our intentions or how dire the need, most broad change
eventually involves the expenditure of tax dollars and thus the
political process.

Since today’s good idea could become part of tomorrow’s
social oligopoly, we need a process that consistently promotes
innovation. Communities need to intentionally craft the struc-
tures to support this process because a truly open and competitive
market does not otherwise exist. Involvement with government’s
command-and-control approach produces subtle dangers as well.
Government funding diluted Gilded Age values such as mutual
aid, character building, self-restraint, and self-help. The coun-
try moved from one in which receiving government support was
considered shameful to one in which interest groups compete to
maximize government assistance. It is not so much that public
spending discouraged private spending, more that rule-driven,
top-down government intervention affected philanthropy and
civil society by reducing the communal aspect of neighbors
and families taking care of one another. The nonprofit sector’s
important role of mediating between state and citizen will be
threatened as more organizations become overly dependent on
government funding.

While we argue that engagement with government is key to
most social change, it also requires a fine balancing act in order
to maintain the entrepreneur’s integrity of voice and practice.
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Beth Gazley’s research on informal government-nonprofit “part-
nerships” found that most are not really partnerships at all—at
least not in the sense that the two sides share authority and
" Government dominates the nonprofit provider.
Once an entrepreneur becomes so addicted to government’s
deep pockets that he cannot afford to walk away, he runs the
risk of losing his creative edge.

Sungsook Cho and David Gillespie studied this ten-
sion employing resource dependence theory, a useful tool for
explaining the power dynamics between agencies that exchange
resources.'® Resource dependence theory assumes that people
shape their organizations to attract resources; the more heav-
ily dependent on government they become, the more likely it is
that they will eventually look and act like government.

Even while starting the faith-based initiative in Indianapolis,
and later assisting with the initiative at the White House,
[ remained concerned about inadvertent government intrusion
on the mission of faith groups receiving funding. After observ-
ing government contract managers and auditors at work, I feared
that faith or community organizations would begin to look and
operate like government as we strove to build their capacity to
comply perfectly with grant requirements. I still remember the
group of highly committed pastors I met in Augusta, Georgia,
after President Bush announced the faith-based initiative. Many
of those present worried greatly that the risks of government
partnerships might become reality. Peter Berger and Richard
Neuhaus call these risks the “fatal embrace.”” However, every
day those pastors, and others, face serious challenges in feeding
and housing people in crisis, and more resources mean that they
can reach more of their hurting neighbors. Understanding when
those resources undermine results and innovation will remain

resources.!

difficult, so nonprofit boards and their executives must vigilantly
balance tradeoffs and opportunities.

Indiana’s Les Lenkowsky studies philanthropy and has
worked in various government roles including CEO of CNCS.
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Despite or because of these experiences, he well articulates the
caution of engaging government:

If the nonprofit sector is now moving into an era where its role
and influence will loom large and the reliance of the public on
its actions will grow, the delicate balance struck between doing
good through the state and doing good through private means
will come under increasing stress. ... But how to produce a
healthier outcome is a challenge facing philanthropic lead-
ers in the twenty-first century, not only to protect themselves
but, at least as important, to maintain the equilibrium of public
and private organizations that is so vital to the preservation of

democracy.”

As we will see, civic entrepreneurs imaginatively engage cit-
izens in order to maintain the personal nature of social services
despite governmental grant requirements. Some public officials
use their authority, credentialing procedures, and purchasing
power to open up opportunities for creative nonprofit leaders to
better serve people in need. We see a new role for government
in social progress—one that concentrates on producing public
value, not on controlling the means of producing it. In this new
role, government will be much more energetic in setting up sys-
tems that ensure quality outcomes and much less dominant in
accomplishing those outcomes. Part of the solution to avoiding
the lure of entrenchment and supplanting by government, then,
is civic renewal itself.

To produce civic renewal and social progress, any sys-
tem must emphasize individual conduct and responsibility.
Government, nonprofits, and for-profit companies succeed
when they strengthen the talents and improve the opportuni-
ties of the person seeking help. This bias rejects ideas from both
the right and the left: the idea that individuals do not deserve
assistance unless they first establish certain behaviors (a view
that overlooks the family, neighborhood, and school failures that
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reduce opportunity) and the idea that government and agen-
cies should support the results of bad behaviors regardless. As
Sawhill and Haskins have written, interventions “must be both
generous enough and sufficiently tied to desirable behavior to be
effective.”

Teaching a person to fish, done correctly, can be uplifting
and supportive, not lecturing and condescending. I learned this
lesson early in my public career, when I met with a small group
of mothers who were receiving child support for the first time
thanks to our enforcement efforts. This was before the 1996
national welfare reforms, and I wanted to see how upset they
would be about the possibility that their welfare payments might
stop if we succeeded in getting the dads to pay what they owed.
Not one of the mothers complained. Instead they explained that
they did need help with child care, transportation, or educa-
tion, but they all wanted a job rather than a government check.
In this vein, some of our best solutions derive from individuals
themselves and from faith-based organizations that mix aid with
a confidence founded on belief in a supreme being and in the
potential of individual effort.

Conclusions

Growing cadres of civic entrepreneurs eager for change bring
bold interventions that push the bounds of how to address pub-
lic problems. They are a savvy, motivated, and results-oriented
group of individuals who, through disruptive innovations, create
opportunity and hope. Together with a large and growing pool
of caring citizens who aspire to help others through service, they
prove each day how talent and compassion can change lives and
in so doing hold the key to America’s future.

Civic entrepreneurship, combining as it does our commu-
nal ideals with the efficiency and technological know-how of
business, represents hope for effective community change. In
The Power of Social Innovation, we look at how energetic and
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passionate citizens can close the widening gap between social
problems and solutions and how communities, funders, and gov-
ernment can indeed create an environment for social change.
We intend this book to be useful to private citizens, donors,
nonprofit managers, and elected officials in identifying the
obstacles and assets necessary for truly transformative change in
communities everywhere.
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INNOVATION AS
CATALYTIC INGREDIENT

“To create significant and long-lasting changes,
social entrepreneurs must understand and often
alter the social system that creates and sustains the

problems in the first place.”

Greg Dees
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[ have known Bill Milliken and his work for twenty-five years,
because his start-up days took him through Indianapolis. When
[ recently saw him at a White House event celebrating volun-
teer service, he reassuringly still looked as if he would have felt

27
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more at home on an urban street corner. Milliken understands
those corners and the schools nearby. After years as a youth
worker on the streets of New York City, he discovered through
first-hand experience that many of the existing resources avail-
able to youth were scattered in different places or buried in a
maze of contradictory rules. Milliken and his co-founders of
Communities in Schools (CIS) developed a coherent theory
of change. They decided to integrate these resources and bring
them into public school buildings. Milliken started in Atlanta,
a city he understood well, using the authority of the school
district to provide resources that were “more accessible, better
coordinated, and also easier to measure and hold accountable.”

Today, CIS considers itself the largest dropout prevention
network in the country, reaching more than one million youths
each year in more than 3,250 schools across the country. Each
local CIS affiliate brings together mentoring, health service, and
other developmental and educational supports. It places more
than 50,000 volunteers in schools each year, for a total of three
million hours of volunteer service. CIS increases the likelihood
a student will stay in school. Evaluations have shown that more
than 75 percent of participating students improved attendance
and academic performance, and only 3 percent dropped out.?

Milliken and other service integrators—especially Blair
Taylor of the Los Angeles Urban League, whom we will meet
in Chapter 6—well know that their task is a difficult and com-
plex one. Picture assembling a jigsaw puzzle when some of the
pieces are missing, others cannot be moved, and you don’t have
the photo on the outside of the box. With an effective civic dis-
covery process to glean the right idea, and important resources
like flexible financial capital, success is possible but never guar-
anteed. All the pieces need to fall into place.

By its very nature, government cannot easily discharge the
role of integrator. It is designed to deal with a problem—drug
abuse or domestic violence or homelessness—rather than a
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person. Equally important, even if government could somehow
figure out how to best serve the person, it would most likely
ignore the fact that people exist within highly influential social
networks populated by other programs.

Greg Dees describes the social systems in which service pro-
viders operate as ecosystems consisting of “players” and “environ-
mental conditions.” Players are other providers; market makers
such as funders, beneficiaries, and customers; and opponents and
“affected or influential bystanders.” The environmental condi-
tions include politics, bureaucratic structures, regulatory decision-
making processes, economics, geography and infrastructure, and
culture and social fabric.’

Dees’ list of critical components provides a very helpful
way of thinking about social systems; however, we prefer the
metaphor of a chemical reaction to one of an ecosystem due to
the urgency of the situation. This chapter demonstrates that
social change requires more than an innovative new program;
it requires an entrepreneur like Milliken whose innovation
catalyzes the other actors and resources of a social production
system into a more valuable compound.

Throughout much of this book, we look at civic entrepre-
neurs as positive disruptors who leapfrog over well-intentioned
tinkering at the margins in order to propel daring yet measurable
progress. Professor Clay Christensen of Harvard Business School
suggested that our Executive Session members apply his well-
known disruptive innovation model to social problems. Recently,
for example, he highlighted the need to innovate so that “we
don’t simply ask how we can afford health care” but, rather, make
the entire system “affordable—Tless costly and of better quality.”

We like the sound of disruption. Certainly exposing obso-
lescence is necessary. Yet in this chapter we address how civic
entrepreneurs like Milliken make substantial contributions
not only by replacing the outdated with the innovative, but
equally often by adding a missing ingredient that ignites drastic
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change in programs and other assets already operating in the
community—innovation as catalytic ingredient.

We begin by considering some approaches for acquiring the
insight, experience, and data necessary to unearth the miss-
ing ingredient. The process of identifying what would trigger
drastic improvements inside a social delivery system like public
safety or education could follow one or more of four methods:
civic discovery, system discovery, personal discovery, or pre-
dictive discovery. Having identified the missing ingredient
using one or more of these methods, civic entrepreneurs then
invent or otherwise supply transformative interventions that
fit into one of four categories: realignment of the existing play-
ers; technological or programmatic innovation; highly effective
management; or new pipelines for community involvement.

Discovering the Missing Ingredient
Civic Discovery

The first approach to determining where and how to inject a
solution involves a civic discovery process that identifies the
talents of people in a neighborhood who are often connected
through a faith or community group, or even a small business.
The Indianapolis Front Porch Alliance was a mayoral initiative
focused on re-creating civility, the public square, and civic
engagement. To do this, we followed the work of John Kretzmann
and John McKnight at Northwestern University and started with
a survey of all the assets in the community to better understand
how to leverage their influence and authority. Later, in my work
at the Harvard Kennedy School, I was involved in applying a sim-
ilar mapping tool as part of a project on “city hall and religion.”
The city leaders we examined—Mayors Bill Purcell of Nashville
and Mayor Manny Diaz of Miami—employed some variation
of two key steps. First, they determined the geographic and
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organizational parameters, consulting with nonprofit leaders
and frontline city employees to help create an accurate inven-
tory. Second, they used the mapping as an opportunity to build
rapport with local faith leaders and identify prospective allies
and partners.

Bold accomplishments rarely result from a needs assessment
designed to organize services, where officials identify gaps or
deficiencies, set severity-based priorities, and then intervene in
some way. The discovery process needs to be connected to aspira-
tions. As Maurice Miller shows us in Chapter 5, a needs-based
approach often fragments responses, leads people down the path
of dependency, and gives residents neither voice nor choice.
Further, Miller relies on critical assets missing from the above
list—family, friends, and peers. These civic discoveries both help
officials understand the social networks that influence people
and neighborhoods and act to unlock civic participation and
citizens’ capacity to serve.

System Discovery

The second discovery method looks at systems through what
economists call the “industrial organization approach.” An
innovator using this process looks beyond naming individual
assets to explore the relationships between them. This model
examines organizational behavior, governmental actions, barri-
ers to entry, and pricing decisions.® In studying whether a sector
is organized to succeed, this approach considers three variables,
starting with structure. Is it competitive, quasi-competitive,
or monopolistic? In social delivery systems, one can ask how
many providers participate but, more important, whether the
primary funding mechanisms allow true diversity or push them
all to the same model. The second variable is the degree to
which the firm’s various strategies produce success and what, if
any, outcome measures providers use. The third is performance.
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How dynamic or steady are costs and prices? Is enough innova-
tion happening, as evidenced by steady productivity gains? One
can look at whether the system has created enough opportunity
for civic innovators to challenge and improve the performance
of that industry sector.”

The search for a community solution would take into account
factors such as public policy and regulations and whether room
exists to catalyze new cultural norms, build new infrastructure,
or introduce new business models. These larger frames are more
likely than program evaluation to locate the inflection point that
can drive change in a system.

Personal Discovery

The third approach looks at individuals. Each student in a
public education system, for example, has a story that could
reveal the missing intervention that will best suit him or her—a
mentor, for example. Entrepreneurs stimulate their imaginations
through personal interactions. As we shall see, Vanessa Kirsch
began her efforts with listening tours. Keith Taylor founded the
online giving site ModestNeeds after being on the receiving end
of just-in-time assistance from family and friends. J. B. Schramm
saw the need for a cultural shift related to expectations around
college while working directly with high-school-age youth at an
after-school program. My own policy ideas concerning poverty
were formulated as a result of hundreds of conversations over a
decade with mothers receiving Aid to Families with Dependent
Children (AFDC) and, later, Temporary Assistance for Needy
Families (TANF).

[ once asked social venture philanthropist Herb Sturz how
he arrived at the innovative idea of putting homeless people to
work cleaning up city neighborhoods. As in many of our civic
entrepreneurs’ stories, his idea originally came from personal
experience, listening, and up-close observation. Sturz used to
walk Manhattan’s Bowery, witnessing suffering but also talking
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to those in need. These walks moved him to help to create the
program. In Sturz’s words, “I could literally see many of these
individuals change as they could see the results of their work on
the neighborhoods and the people in them.”

Personalizing services on the basis of an individual’s talent
can help successful innovators calibrate their models in nuanced
ways that often elude government. Maurice Miller applied his
community and individual knowledge to support neighborhood
youths. This method allows a civic innovator to respond to the
individual rather than the problem. A government program
that demands the same interventions for everyone in a low-
performing school in a low-income neighborhood dilutes and
marginalizes results for all. By contrast, personal discovery can
pinpoint the reasons that each student is dropping out.

Bill Schambra, now with the Hudson Institute’s Bradley
Center for Philanthropy and Civic Renewal, has provided cre-
ative thinking from the right on how this process can also lead
to the identification of innovations:

“[It is] wiser for the philanthropist to get out of that comfortable
chair in the foundation office and spend most of her time quietly
and discreetly poking around the neighborhood. The point is to
find the unsung community leaders who have particular, concrete
ideas about how the neighborhood can be improved, and who can
do a great deal with a small grant at a particularly critical place and
time. . . . The additional virtue of this approach is that it opens
itself to the civic engagement of citizens who have otherwise often
been marginalized by the larger social policy actors, and thus helps

meet the pressing national need for democratic renewal.”

Predictive Discovery

The fourth approach for civic innovators centers on quantita-
tive data. Civic entrepreneurs can discern solutions when, for
example, they combine data from expenditures on the back end
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with data from client outcomes on the front end. Once these data
are together in one place, decision-support systems or predictive-
modeling technology will allow for the discovery of trends and
correlations that lead to more-strategic decision making.

Predictive modeling systems are most common (at least in
social problem solving) in the health care industry. The federal
government is helping states move in the direction of this data-
based discovery. In 2007 the Department of Health and Human
Services provided $150 million in Medicaid Transformation
Grants to encourage innovation in the modernization of states’
administration of their Medicaid programs. The proposals
included new methods for using information technology to reduce
patient error rates; implementing electronic clinical decision-
support tools; medication risk-management programs; cost
savings; reducing waste, fraud, and abuse; and improving health-
care access for the uninsured. State grantees’ projects included
Kansas’s “Using Predictive Modeling Technology to Improve
Preventive Healthcare in the Disabled Medicaid Population” and
[llinois’s “Predictive Modeling System.” The Illinois plan would
allow the state’s Department of Healthcare and Family Services
to use existing data sets from its normal auditing procedures to
predict future referrals, improving the health of Medicaid clients
as well as preventing fraudulent claims from providers."

Many factors inhibit all four of these diagnostic processes.
Sometimes the problem-solving framework distorts service
delivery in a way that produces lots of activity but few results.
We have seen this occur, for example, when a city focuses on
operating public hospitals instead of increasing public health,
or on homeless shelters instead of preventing homelessness.
Other factors also limit imagination, not the least of them the
“excuse culture” described by New York School Chancellor Joel
Klein. Klein asserts, “From the day I got here, everybody told
me we'll never fix education until we fix poverty in America.
And I always say that’s exactly backwards. We’ll never fix pov-
erty until we fix education.”"
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Discovering the Missing Ingredient

Civic DISCOVERY

Survey the institutional assets in the community—service pro-

viders, faith-based, community groups, small businesses.
1. Utilize local resources like nonprofit leaders and frontline
city employees.

2. Use mapping as an opportunity to build rapport with local
civic leaders.

3. Include in planning the noninstitutional assets like family
and social networks.

SYSTEM DISCOVERY

Explore the relationships among actors inside the system, includ-
ing barriers to entry.

1. Assess level of competition and diversity; is funding overly
prescriptive and monopolistic?

2. Evaluate whether and by what measures strategies are deemed
successful.

3. Determine if the system creates enough room for innovation.

PERSONAL DISCOVERY

Discover an intervention through listening, close observation,
and personal experience.

1. Use this process to identify what drives individual issues and
challenges.
2. Design highly nuanced responses.

3. Find innovators excluded or marginalized by the larger social
policy actors.
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PREDICTIVE DISCOVERY

Utilize decision-support or predictive-modeling systems to dis-
cern solutions in data.

1. Mine new and existing data sets to find trends and predict
future needs.

2. Look to future data mining and analysis for more
personalization.

3. Learn from examples in health care predicting referrals and
reducing patient error rates.

Having identified the missing ingredient, civic entrepreneurs
must then design an innovation that catalyzes improvement in
the performance of the system overall. Yet choosing the right
reagent is not an easy process. Social policy gravitates toward
the classic mistake of acting like a large hammer looking for
nails to more skillfully drive. As a prosecutor in the 1980s
and a mayor in the 1990s, I remember intense debates over
whether out-of-control crime should be attacked by addressing
root causes like poverty or through tougher punishment. Yet
New York Mayor Rudy Giuliani and Police Commissioner Bill
Bratton chose a different and strikingly successful intervention
to ignite change in a moribund system when they combined
broken-windows theory with operational excellence in the
now-popular model called CompStat. We next look at how an
entrepreneur, after this discovery process, chooses the right
catalysts.

Choosing the Right Catalyst

The civic entrepreneur, after this discovery process, can choose
several ingredients that will make the system itself perform
better. We found four categories of such ingredients: civic
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realignment; technological glue; filling the management gap;
and new pipelines for community engagement.

Civic Realignment

While we tend to think of entrepreneurs as Bill Gates—types who
tinker in a garage (or at a computer), not all innovations are
technical in nature. One of the great assets of a civic leader is
the ability to call people together to address an issue. As mayor,
[ looked forward to inviting a range of individuals—community
leaders, public health and government officials, clergy, and
residents—to talk about a public problem I knew they cared
deeply about. Those discussions always led to new relationships—
people and organizations better able to discharge their mis-
sions as a result of discovering someone else’s potential. Civic
realignment—which drives value through a delivery system by
organizing the players and their relationships differently—can
indeed produce transformative value.

As we will see in the examples below, the civic realigner
might take some combination of the following steps: (1) engage
in an early civic or system discovery process; (2) capitalize on
a crisis or other high-profile event to build broad-based sup-
port; (3) develop a coherent theory of change; (4) engage other
actors, including providers, funders, and community and gov-
ernment leaders, to serve as partners; (5) use credibility to take
on the status quo and create a culture of collaboration around
shared goals; (6) look to incorporate proven models for innova-
tion; and (7) employ data to measure success.

For twenty years, the country’s urban school dropout rate
has gone from bad to disgraceful. A few years ago, America’s
Promise Alliance leaders Marguerite Kondracke and Alma Powell
joined John Bridgeland, John Dilulio, and others in igniting a
national campaign against what they called the “silent epidemic.”
They were confident that high-profile events—attended by
elected officials, business leaders, parents, teachers, scholars, and
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students—could trigger a serious effort within cities and states
to realign resources in a way that relied on objective data and
proven models and laid youth squarely in the middle of the effort.

Nowhere was the dropout issue starker than in Detroit.
School offered the city’s children neither rescue nor reprieve
from Detroit’s woes with a jailed mayor, double-digit unemploy-
ment, and the Big Three auto companies crashing at the gates of
bankruptcy—not to mention a professional football team with a
winless record. A public high school student in Detroit had a
25 percent chance of graduating in four years—and a 60 per-
cent likelihood of going to prison. This record earned Detroit’s
school district the unwelcome distinction of ranking dead last in
graduation rates of the fifty largest cities in the nation."

Soon after Kondracke and Powell announced their Grad
Nation campaign, United Way of Southeastern Michigan and
Edsel Ford (great-grandson of Henry Ford) led Detroit civic
leaders in deciding that, because they were last of the fifty big
cities in performance, they needed to be first of those same cities
to hold a Grad Nation summit.

By all accounts, United Way of Southeastern Michigan is a
major player in Detroit, raising about $55 million a year for the
community.” It was a logical partner with America’s Promise
to convene a summit and to coordinate Detroit’s subsequent
dropout prevention action plan. Mike Tenbusch, vice presi-
dent for education preparedness at United Way of Southeastern
Michigan, served as both a catalyst and a champion for United
Way’s leadership in this effort. Tenbusch had previously served
as a Detroit school board member, worked for the city’s char-
ter school district, and been commissioned in 2007 by the local
Skillman Foundation to find successful models for improving
high school student achievement. According to Tenbusch, the
high schools were “unsafe and just a complete waste of taxpayer
money. We said, we've got to fix them immediately.”"

Tenbusch and his new boss, United Way of Southeastern
Michigan CEO Michael Brennan, launched an agenda for
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turning around failing high schools in the Detroit area, com-
bining long- and short-term strategies for at-risk students. They
also saw an opportunity to fold their plan into the framework
of the America’s Promise Grad Nation initiative. Working with
America’s Promise, they launched the first City Summit in April
2008, with school district leaders and intermediaries from across
the country joining together to craft a solution.

Tenbusch asserts that, as is common with many civic
realignment efforts, the America’s Promise Dropout Prevention
summit was a high-profile event that jump-started the agenda
for education reform by helping convince United Way of
Southeastern Michigan’s somewhat risk-averse board of direc-
tors to allow them to move forward. Tenbusch used the summit
to lead the board in envisioning a new role for the United Way
in transforming the local school system.

United Way of Southeastern Michigan and its new partners
launched the Greater Detroit Education Venture Fund to sup-
port eligible “dropout factory” high schools and partnered with
proven educational intermediaries who agreed to two long-
term goals: graduating 80 percent of students with an average
ACT score of 18 within four years and getting 80 percent to
attend college or post-secondary training.”” As of March 2009,
the fund had dedicated $4 million to launching a comprehen-
sive turnaround effort in five schools and had closed down six
more schools, some of which reopened as newly reconstituted
schools.’® Much work remains, but these efforts in Detroit
illustrate the power of a community player with authority who
leverages a highly public crisis or event to jump-start a new
network of diverse actors. In the words of Charles Hiteshew
of America’s Promise Alliance, “This is an example of a civic
capacity forming around the crisis of the schools that transcends
the school system itself.”"

My own experience in Washington, D.C., highlights another
important ingredient for civic realignment: a high-profile cham-
pion. At the invitation of Mayors Anthony Williams and
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Adrian Fenty, I had the opportunity to chair the Anacostia
Waterfront Corporation, a redevelopment agency in some of the
city’s challenged neighborhoods. I set out to replicate Geoffrey
Canada’s widely celebrated and successful Harlem Children’s
Zone—a well-integrated and comprehensive delivery system
centered on the child. I assembled leading children’s advocates
and foundations in an effort to import the model.

We had all the right ingredients: a coherent theory of change,
a powerful idea, good partners, and impressive funding pledges.
With America’s Promise we engaged nationally acclaimed
Bridgespan to study the feasibility, in part by interviewing a wide
array of organizations in the area. The initiative had to overcome
trust issues stemming from a history of outside groups making
promises in the area and then disappearing. Competition among
local providers proved significant. Our goal, to increase the num-
ber of youths who graduated from high school ready for college
or a career, involved augmenting public support systems and con-
necting residents to existing services.

We lacked one ingredient—a champion like Canada. The
mayor was supportive but focused on reforming the schools.
The community organizations endorsed the concept (as long as
one of their sister organizations was not in charge), but insisted
(as did the mayor) on knowing who would do the leading. In
these messy areas of civic realignment, someone with actual
authority, money, focus, and personality needs to lead the way.
When no galvanizing leader appeared, the effort withered, com-
munity support, funding, and a good model notwithstanding.

A successful reorganization of social services must integrate
key leadership as well as service delivery. To make it work in
Harlem, Canada says:

“We went out of our way to connect with high-quality partners
for support. We carefully worked up-front to ensure that our
expectations, and those of our partners, were clear and aligned.

For example, we partnered with the Children’s Health Fund
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to create a school-based health center. We gave the Children’s
Health Fund space in our headquarters, which also houses a
public charter school, so it could provide our students with free
medical, dental, and mental-health services. We partnered with
Harlem Hospital so our families could learn to be pro-active and

manage their children’s asthma.”"

One of the best-known examples of civic realignment,
Harlem Children’s Zone is now serving as a model for the
Obama administration’s Promised Neighborhood program.

Technological Glue

Civic entrepreneurs can also rely on new technologies to galva-
nize action. Technological entrepreneurs use the deep understand-
ing they have gained in a discovery process to design a technology
that unleashes potential within specific elements of the system.
For example, often the innovation enhances the important rela-
tionship between field workers and clients. The innovator then
works closely with field workers to integrate the technology into
their daily routines while using feedback to refine the tools as
they are utilized.

I encountered such a catalytic technology during a tour of
a Houston preschool center. Pre-K teachers face some daunt-
ing days, often with little experience and few professional tools,
but in this classroom they utilized mobile devices from Wireless
Generation to garner regular insights into each child’s cognitive,
social, and emotional development. Subsequently, I met one of
Wireless Generation’s founders, Larry Berger, who explained
the company’s progress toward realizing a vision of innovative,
technology-based tools, systems, and services that help teachers
make better pedagogical decisions.

Because younger children do not take “bubble” tests, and
teachers can learn more by watching K-3 students, these assess-
ments are observational and frequent, producing valuable data
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about students’ learning that informs instruction. But traditional
observational assessments were challenging to give and score
and buried the teacher in time-consuming paperwork.

Whereas much of the technology in education—online
instruction, for example—is meant to connect learners to les-
sons directly without an instructor, Berger viewed teachers as
“the multiplier of the inflection point” and focused the inter-
vention on optimizing two variables important to every teacher:
time and data. To get the software right, Berger and his co-
founder Gunn sat in classrooms, watched teachers in action,
and recorded how they spent their time. They also interviewed
principals and superintendents about what data would help
them do their jobs better. As Berger recalls, “We really just sat
down and watched what teachers were doing and then tried to
build software that would save them a ton of time in how they
did it but also maybe amplify the effectiveness of it and capture
data.”™ Berger combined his personal discovery with a system-
level view. He and Gunn understood that the dramatically
increased reporting requirements in the federal No Child Left
Behind law required teachers and administrators to focus far
more on paperwork.

Using mobile devices streamlined the assessment process,
saving hours of teachers’ time and delivering accurate, immedi-
ate results with web-based tools to help teachers interpret data
and apply the findings to their instruction. Wireless Generation
enhanced the efficacy of teachers by helping them combine
existing data and the results of others’ work with new early read-
ing diagnostic assessments.

A third leverage point—personalized services—presents
an even more significant breakthrough opportunity for large
public systems. Technology accelerates the predictive discov-
ery process, which lays the groundwork for further progress.
Wireless Generation is now participating in a pilot project
called “School of One” conceived by Joel Rose, the New York

City schools’ chief executive for human capital. School of One
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seeks to give teachers the capacity to personalize student learn-
ing. Schools assess students going into the program in order
to identify both their differentiated needs and the best corre-
sponding approaches. Teachers then structure daily schedules
around a variety of instructional modalities, including small
group instruction, peer or individual tutoring, self-paced soft-
ware, online virtual tutoring, and independent learning.*® The
pilot was launched in summer 2009 in mathematics in one mid-
dle school, with hopes of gradually expanding to more middle
schools through a three-year R&D period. These tools should
also help identify children who need specific early interventions,
which will in turn reduce special education expenditures in later
years. Rose emphasizes that the technology innovation here is
in fact the “learning algorithm.””!

These inventions dramatically enhance the heretofore frag-
mented resources of complex systems, organizing them around
the specific needs of the most important actor—the student.

Michael Fullan explains the complexity of system-level
change in his thoughtful analysis of the process of educa-
tion reform—the “how” versus the “what.” Change across a
school district, Fullan writes, must incorporate the history and
frequency of current and past reform initiatives in that dis-
trict, which affects attitudes toward all future change. Fullan
reminds us that those frontline workers, whether teachers or
others, often interpret change differently from how leaders
intend it and therefore need to be engaged in developing any
change. The design process must incorporate the context in
which workers perform their roles. For example, in addition to
the stress of the classroom at any given moment, teachers in
most schools face a constant stream of multiple, overlapping
demands from administrators and parents. Fullan also reminds
us that it is easy to skip the deeper meaning of a change or new
approach and instead focus on its superficial components—new
equipment or new structures like teaming—without the neces-
sary changes in instructional approaches. And finally, Fullan
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notes that “reculturing,” not just restructuring, the organization
is required. The effective adoption of change—especially the
cultural change needed for new approaches and new assump-
tion or beliefs—is a social process based on shared meaning and
requires both support and pressure.*

Our search focused on technological innovations that pre-
sented catalytic potential because they unlocked personal
capacity—of both the student (client) and the teacher (service
worker). As Berger says, “Our whole thing was, could we build
stuff that enhanced the capacity of teachers to have an impact
on kids?"»

The huge potential of these inventions—and their universal
appeal—struck me when [ sat next to civic entrepreneur Martin
Fisher at a dinner and listened to him explain his international
program KickStart. Fisher unleashes entrepreneurship in com-
munities by designing and selling new technologies that help
people start their own businesses. His approach does not involve
aid in the traditional sense. Fisher understands the important
role that entrepreneurship plays in wealthy economies and
believes that with help, “self-motivated private entrepreneurs”
can play a similar role in developing economies.?*

Fisher and his partner Nick Moon began their discovery
with a clear understanding that their target audience—the rural
poor in Kenya—were predominantly (80 percent) small-scale
farmers who made just enough to survive. They also established
that although land and skills were abundant in Kenya, farm-
ing that relies on seasonal rain is prey to periods of overabundance
and waste followed by periods of scarcity and hunger. Irrigation
would allow small-scale farmers to “spread out the production
of food to meet the demand, increase incomes, and sustainably
reach food and income security.”” Fisher and Moon used these
discoveries to design and then manufacture and distribute effec-
tive, affordable ($34 and $100) foot pumps for drawing water from
the ground. The farmer, with his own labor, pushes on the pump
he has stuck into the ground to water his crops.
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KickStart’s 135,000 pumps have helped latent entrepre-
neurs start up more than 88,000 businesses after the users grew
enough crops not only to feed their families but also to become
wholesalers. These enterprises lifted more than 440,000 people
out of poverty in Kenya, Mali, Tanzania, and other countries.?
KickStart, offering a one-year guarantee, underwrites the risk
of the up-front capital for small-scale farmers to buy the foot
pumps. Fisher and Moon anticipate that the market will even-
tually grow to the point where the industry will be profitable,
attracting the private sector, without the need for any subsidy.

Technology in this instance unlocks value by treating
individuals as latent assets rather than victims. Individual own-
ership, coupled with changes in production systems, allows
those in poverty to enjoy a better life. Like Berger, Fisher built
his inventions after spending time and sharing experiences with
the people who would subsequently benefit from the technol-
ogy. Demonstrating a commitment to improved performance,
KickStart closely monitors its customers’ progress, allowing
Fisher and Moon to continually adjust their product and mar-
keting efforts.

Filling the Management Gap

Technology makes little difference without good management,
which, in fact, can be the missing ingredient that turns a medio-
cre social service response into a dramatically effective one. Not
even a good cause, good partners, and good intentions will pro-
duce transformative results without operational excellence.

The management-oriented civic entrepreneur can pursue
different paths to innovation. One path is to partner with exist-
ing providers to help improve their management. Another is to
take over an existing organization and use management exper-
tise to turn it around. In the first path, the key steps start with
identifying benefits for both partners and deepening the rela-
tionship by sharing resources, knowledge, and talent.
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Monitor Group’s ongoing partnership with social venture
fund New Profit Inc. provides an exemplar for this approach. New
Profit’s portfolio organizations have achieved disproportionate suc-
cess in part because they benefit from the expertise and resources
of Monitor’s consulting firm, which helps ensure highly effective
management. In 1983, Harvard Business School Professor Michael
Porter, Mark Fuller, and four other entrepreneurs started Monitor,
which today employs 1,500 consultants to government, corporate,
nonprofit, and philanthropic organizations in more than twenty
countries.”” Monitor’s receptivity to the New Profit partnership is
based on what Fuller calls the “moral purpose,” which he claims
provides the cohesion, direction, and momentum necessary for a
successful organization.” Further, it represents to Fuller the philo-
sophical and social context for employees.

Monitor Group started down the path of producing social
good when it became an early supporter of City Year in the
late 1980s. Out of this work a relationship of trust developed
between the Monitor leadership and City Year founders Khazei
and Brown. In starting New Profit, Vanessa Kirsch reasoned
that if nonprofits were to make progress against enormous social
problems, they needed to grow their organizations. Yet through
personal experience, Kirsch observed that nonprofits typi-
cally “end up developing very dysfunctional structures that can
sometimes be driven by grant makers who want to be hands-off,
making the relationship and the organization’s path to growth a
guessing game.” Civic entrepreneurs need not only seed capital
to grow to scale but also consulting, advice, and other profes-
sional services like those available to for-profit businesses.”

In 1998, Fuller and members of Monitor’s leadership team
decided to support New Profit in even more ways than Kirsch
had initially proposed. As Kirsch recalls, the relationship devel-
oped based on mutual benefit:

“Monitor had been doing pro-bono work, but felt that it wasn’t

delivering the desired, measurable impact. It sought a better way
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to deploy its resources and truly make a difference. By combining
its commitment to making a difference with its human capital
strategy, Monitor built the New Profit partnership into its recruit-
ment and development plans for employees. New Profit and its
portfolio became a compelling opportunity for Monitor employees

to test their leadership skills and develop their careers.”®

Today teams of consultants from Monitor partner with New
Profit portfolio managers to provide each portfolio organization
with growth strategy and organizational design support, along
with marketing, branding, and economic modeling. The
Monitor Institute, Monitor’s subsidiary focused on consulting
and research for the social sector, partners with New Profit to
staff and oversee the consulting teams in order to ensure high-
quality outcomes for portfolio organizations. To date, Monitor’s
support of New Profit—valued at more than $28 million—
has come in the form of three hundred Monitor consultants,
including twenty-five Monitor partners involved in CEO-level
coaching of portfolio organizations in 2007 alone. The Monitor/
New Profit team produced more than thirty growth plans to
help civic entrepreneurs better recognize patterns, talents, and
needs. As Kirsch explains it, “We have had a truly unparalleled
and amazing relationship with Monitor—they provide a million
dollars of pro-bono consulting for every million dollars of cash
we put into organizations.”

But the relationship goes deeper. A Monitor senior team
member sits on the New Profit board. Monitor provides con-
sulting services to New Profit itself, while a number of Monitor
partners invest in the New Profit portfolio.”® And in turn the
Monitor Institute, which has worked on more than one hundred
nonprofit-related projects around the world, benefits from New
Profit’s talent and experience.

Aaron Lieberman is an alumnus of the New Profit portfolio
whose more recent work with Head Start illustrates the second
management-as-catalyst path whereby the civic entrepreneur
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takes over as provider and turns around an existing organization
with an infusion of management acumen that in turn affects the
larger system.

Head Start promises much, but like any system, it suf-
fers from some very low performers. In 2002 the Government
Accountability Office labeled one in six Head Start programs as
“deficient” and failing to meet even the most basic standards.
Yet federal law gave protections to these low-performing incum-
bents that made it difficult for the government to terminate
their grants. Typically, only 1 percent of programs ever had their
grants revoked or relinquished, which was the only opportunity
for new providers to compete for grants.

Lieberman, who had started the service initiative Jumpstart,
which utilized work-study students to help children learn read-
ing and literacy skills, had another idea. After years of observing
Head Start operations, Lieberman started Acelero Learning,
the only for-profit Head Start management company, and
began offering management services to new Head Start provid-
ers when they replaced those that had lost their grants. After
a few years of training and technical assistance from Acelero,
these providers, serving more children with a higher quality of
services, received positive federal reviews where their predeces-
sors had struggled. Lieberman then determined that Acelero
could increase its impact by directly managing Head Start cen-
ters itself. It takes a special entrepreneur to produce value in
this space, as in many others that government dominates. Half
of the value equation depends on high-quality services actively
engaging local board members, and half depends on the ability
to comply with numerous federal requirements.

As of 2009, Acelero served roughly 2,350 children and fami-
lies through three local affiliates that have Head Start contracts
in New Jersey and Nevada. In these programs, for the same
amount of money, Acelero offers more service to more children—
increasing enrollment while offering full-day services year-round.
On the basis of its early results, Acelero received the Kellogg
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Foundation’s first direct private equity investment under its mis-
sion-driven investment strategy. Management makes Acelero
different. Lieberman has managed this transformation by
devolving more authority to local directors and providing them
with performance data. Acelero has also raised the expectations
of its staff both through a re-interview process after taking over a
contract and by increasing minimum professional requirements.
At the same time, it has increased teacher pay by approximately
25 percent. Aaron adds, “People rise to the challenge when it’s
clear what the values are and what the expectations are. We've
seen an amazing number of people meet it again and again and
again.”*

New Pipelines for Community Engagement

Fuller, Kirsch, and Lieberman demonstrate that effective and
inspired management can play a catalytic role. But sometimes the
immediate need is to recruit and mobilize more creative and com-
passionate people into a delivery system. I am not an unbiased
observer about the benefits of service—both to the community
and to the volunteer. After almost nine years as chair of the
Corporation for National and Community Service, [ have per-
sonally seen the tangible benefits when one citizen helps another.
While the publicly funded CNCS encourages community vol-
unteerism, government cannot and should not be the dominant
source of assistance in a community. It does not possess enough
funding, legitimacy within affected populations, or compassion
to produce transformative change. Instead, social progress often
depends on “little platoons” of community volunteers.” Civic
entrepreneurs can catalyze, harness, and direct the enormous
(and growing) reservoir of American goodwill. These “service”
entrepreneurs are capturing the broad interest in service and
act as pipelines to connect service to real civic impact. In 2008,
61.8 million Americans (26.4 percent of the adult population)
contributed eight billion hours of volunteer service. Despite tough
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economic times, the volunteering rate has held steady between
2007 and 2008, with the largest area of increase in self-organized
community-based projects.**

Further, our research at CNCS shows that youths from dis-
advantaged circumstances who volunteer demonstrate more
positive civic behaviors than similar youth who do not. In fact,
they are nearly 50 percent more likely than the non-volunteers
to say that they will probably graduate from a four-year col-
lege.”® Aggressively expanding service to this group also appears
to increase future employment and increase the percentage who
earn at least an associate’s degree.*® Civic entrepreneurs who view
youths as assets who can contribute and help themselves at
the same time can produce remarkable outcomes. The Earth
Conservation Corporation, for example, brings young people
together to improve the Anacostia River. When these at-risk
youths are challenged to better their environment, they also
rebuild the vitality of their own lives, their communities, and
their futures.

While volunteering is good in its own right, it can also
have measurable impact inside the social delivery system. In
the examples below, the innovator’s initial discovery process
involves two paths. The first identifies areas of unmet need that
can be addressed by inflows of individual goodwill. Goodwill can
manifest itself in a variety of ways, including volunteerism,
professional pro bono expertise, and financial donations. The
second identifies a community or segment of the population
with untapped goodwill. Having identified places where these
new inflows could catalyze major improvements, the innovator
can determine how to connect these people assets to the issues
at hand.

The service-oriented civic entrepreneur recognizes that,
although potential volunteers or donors may express a strong
interest in participating, certain barriers often prevent them
from doing so. These barriers may be cultural, language-based,
financial, informational, or temporal. To bridge these barriers,
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the entrepreneur becomes part matchmaker, part navigator and
informational guide, and part manager of relationships.

In the recent marriage between NYC schools and City Year,
we see three entrepreneurs engaged in a process of mutual discov-
ery. Since its 1988 inception in Boston, City Year has spread to
eighteen localities across the country and earned a national rep-
utation. It places young people aged seventeen to twenty-four in
full-time service as tutors, mentors, and role models to disadvan-
taged children for a year. In 2005, City Year New York Advisory
Board Chair Jack Lew and Executive Director Itai Dinour saw an
opportunity for their brand of innovation inside the school sys-
tem. Chancellor Joel Klein had seen City Year corps members in
action in their trademark red jackets, and he liked what he saw.
He decided he would purchase their enthusiasm—that much
eagerness and passion injected on a daily basis into a struggling
school, he guessed, would ignite a broad change in attitude. Soon
after, the two sides entered a five-year, $8.5 million arrange-
ment in which five hundred City Year corps members would
provide in-school mentoring and literacy work in schools in the
“most under-resourced communities.” In 2008, City Year was
operating in eighteen elementary schools. In 2011, the final year
of the current partnership, it expects to be in twenty-six.”

As Lew notes, in this relationship, the corps members act
as positive role models as they engage students in after-school
activities, tutoring, student government, or service projects. Lew
maintains that these mentoring role models are “in some ways so
much more important than any specific project they undertake.
You're going into a community where there hasn’t been that
kind of a positive role model. You go into these schools and see
these eight-, nine-, ten-, eleven-, twelve-year-olds hanging on
to the kids in the red jackets and it’s great.”® And City Year sees
its impact not only in the benefit its corps members provide to
the students they serve, but also in the development of leader-
ship skills and a long-term commitment to civic engagement in
its recruits. Many of the corps members hail from disadvantaged
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backgrounds themselves; City Year intentionally recruits from a
“diverse mix of life experiences and skill sets.” The City Year
relationship is a prime example of the way such partnerships can
use a small amount of money and lots of enthusiasm to leverage
broader cultural, leadership, and even educational change.

We can think of social change in terms of increasing the num-
ber of creative programs that change the civic landscape, whether
City Year in schools or KaBOOM! in neighborhood playgrounds.
But we also can think of social change in terms of the aggregate
number of good deeds—from anywhere or anyone—that lift up
a neighborhood. In this sense, harnessing, training, and direct-
ing millions of new volunteers will produce enormous change.
Realistically, with a bit of nudging and assistance, the United
States could add ten million more individuals to those now
serving, who would contribute an additional 1.35 billion hours
of mentoring, tutoring, case management, and other services
every year.

The heightened service ethic among millennials and baby
boomers would drive much of this growth and represents huge
civic potential for communities. Civic Ventures is an effort
aimed at harnessing the energy of the more than seventy-five
million baby boomers who will retire en masse over the next
decade. As John Gomperts and his partner in this initiative,
Marc Freedman, point out, “Never before have so many people
had so much experience—and the time to put it to good use.
They constitute a potential windfall of human and social capi-
tal to nonprofit groups, a world with a surplus of goodwill and
youthful ambition, and a shortage of experience and manage-

ment skills.”*

In 2003, AARP asked baby boomers about their plans
for retirement. Seventy-nine percent of the respondents said
they wanted to stay productive and useful and had a “growing
interest” in “work that combines the seriousness and income
associated with a job with the spirit and fulfillment of service.”®

Gomperts’s critical role in the early years of the national service
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movement and AmeriCorps helped him to discover that despite
this latent opportunity, nonprofits have failed to aggressively
increase their outreach to and utilization of senior volunteers.
Gomperts and Freedman note:

“Many of today’s volunteer opportunities for older adults were
created in the 1960s and based on ‘activity theory’ in gerontol-
ogy. Simply put, the goal was to keep the old folks busy, to get
their blood flowing. As a consequence, all too many volunteer
opportunities were designed without much thought to accom-

plishing work of any significance.”

Gomperts did not begin his discovery process by looking for
a gap; rather, he saw an untapped supply of goodwill and has
since set out to help nonprofits make their volunteer opportuni-
ties more attractive to retiring boomers. Civic Ventures’s flagship
initiative is Experience Corps, a national service program for
older Americans. Two thousand Corps members, now in twenty-
two cities across the country, volunteer their time toward social
problems such as literacy.

Gomperts asserts that one must first demonstrate that
an idea works and then start growing the movement. He uses
a telling analogy for like-minded civic entrepreneurs: open a
few Starbucks and establish loyal customers before expand-
ing the franchise throughout the world. Gomperts points out:
“[Experience Corps| isn’t just a good idea, and a good way to
capture the talent and idealism of people who have finished
their midlife careers; it really works in helping kids learn to
read.” A recent study from Washington University found that
students with Experience Corps tutors made better than 60 per-
cent more progress in reading skills over a single year than non-
participating students.”

The Serve America Act of 2009 recognized the emerging
number of senior service members and altered the traditional
AmeriCorps college incentive to allow a member to assign it to
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a child or grandchild rather than using it him- or herself. Similar
changes, by government, nonprofits, and companies that allow
a mix of service and paid work, must continue to achieve the
potential contributions of older Americans.

More young adults and seniors are devoting time to serve and
make major contributions in their communities, but what about
actively engaged professionals in the middle? Aaron Hurst started
the Taproot Foundation in San Francisco to develop this impor-
tant opportunity. Entrepreneurship runs in Hurst’s family. One
of his grandfathers is Joseph Slater, who helped found the Peace
Corps and was a long-time president of the Aspen Institute. As
a student at the University of Michigan, Hurst spent most of his
time on service learning projects, including developing a pro-
gram to teach creative writing at a local prison.®

A 2006 report from Johns Hopkins found that barely one in
three nonprofits could secure capital for its IT needs, and only
one in four could find funding for staff development.* Seeing
this gap, Hurst focused on strengthening nonprofit organizations
by helping them secure pro bono professional services in mar-
keting, information technology, human resources, and strategic
planning.

The Taproot Foundation connects teams of professionals
willing to share their time and expertise with nonprofit social
service providers working in education and health and others
working on environmental issues. The nonprofits apply for what
the foundation calls “service grants,” which consist of one hun-
dred hours of free services channeled into one discrete project of
about six months’ duration. As of 2009, Taproot has expanded
outside San Francisco to Seattle, Boston, Chicago, Los Angeles,
and New York. Its professional volunteers have completed more
than eight hundred projects for five hundred nonprofit clients.
Collectively, these nonprofits reach eighteen thousand constitu-
ents. To achieve this impact, Taproot Foundation has recruited
and organized eight thousand professionals to do 555,000 hours
of service, valued by Taproot at more than $42 million.*
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At its core, Taproot remains true to Hurst’s vision of breaking
down cultural barriers between the business and nonprofit sectors.
Early on, Hurst confronted skepticism on both sides. Nonprofits
needing the help balked at the pro bono aspect, expecting that
“you get what you pay for.” Others were not interested in hav-
ing “arrogant” businesspeople from Silicon Valley parachuting in
to tell them how to run their organizations.* As Hurst expected,
there was a big gap between the business community and the
social sector in the Bay Area. Through a measured start that
included about twenty projects in year one, however, the Taproot
Foundation began to build evidence that Hurst’s idea worked. By
screening and matching professionals to nonprofit service provid-
ers, it crosses a gap that turns out to be wider than one might
expect and furnishes an important catalyst to increase the value
of delivery systems.

Bridging Sectoral Divides

One example of the Taproot Foundation’s impact in overcoming
barriers can be seen in its work with a coalition of education non-
profits, led by the San Francisco School Volunteers, that builds
support for public schools. San Francisco School Volunteers CEO
Lisa Spinali leads an organization that places more than one
thousand volunteers per week in schools—an impressive exam-
ple of connecting community goodwill to the education system.
Roughly 70 percent of adults in San Francisco do not have
school-aged children, a dynamic that both affects volunteer ser-
vice and reduces most residents’ information about the schools to
what’s presented in the media. Spinali asked Hurst for help and
Taproot responded by supplying a professional team from Wells
Fargo to help design an education awareness campaign. The team
started with polling and other research to gain critical insight
into current public opinion, and used that insight to advise the
coalition on effective messaging. The campaign began at the start

(Continued)
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of the school year in 2009, with a focus on transparency in school
performance. “The Wells Fargo team created an incredibly pow-
erful product,” Spinali says. “We would never have been able to
achieve what we did without them.”"

The process of matching volunteers with work that inter-
ests them has always been labor-intensive. Local affiliates of
national organizations like United Way, Hands On America,
and the American Red Cross help find the right matches. A few
years ago, Jean Case, CEO of the Case Foundation and at the
time chairman of the President’s Council on Service and Civic
Participation, suggested to the board of CNCS that Web 2.0
tools could expand service by dramatically reducing the difficulty
of recruiting and placing volunteers. In 2009, demonstrating the
predicted vitality of such platforms, a group of technology provid-
ers with encouragement from the White House produced All for
Good—a powerful national portal that creates a deeper and more
robust platform for matches. The additional volunteer service or
individual philanthropy that the new platform enables has the
potential to catalyze dramatic change inside delivery systems.

A terrific example can be seen in the work of Nina Zolt
and her husband, Miles Gilburne. Their ePals and In2Books
technologies connect millions of students across the globe and
match reading mentors to grade-schoolers. As with many other
entrepreneurs, personal experience and observation motivated
Zolt and Gilburne’s civic breakthrough.

In 1997, Zolt took a break from her law career to attend some
art classes, where she noticed how much difficulty the younger
students had with writing. Eventually, she became the class liter-
acy coach. In visits to elementary schools, Zolt saw how much a
personal library meant to the younger children. She also learned
that surmountable barriers limited the number of willing adults
who were matched to young learners. Many schools were ill-
equipped to integrate “strangers” (outside volunteers) into the



INNOVATION AS CATALYTIC INGREDIENT 57

school day, despite evidence that doing so would achieve better
results. Finally, Zolt sensed that many individuals wanted to help
children but could not easily schedule the time.

These insights and Zolt’s experience with digital media and
learning products led to the creation of In2Books and ePals,
which now connects more than 600,000 classrooms as teachers
and students worldwide help one another. The New York Times
has described ePals as “an unusual combination of a business and
a social venture.”* In2Books connects carefully screened adult
pen pals who each year read five books with young students who
read the same books and then exchange six letters through the
ePals site. Teachers use the site to reinforce class discussions.”

The persistent and engaging practice of In2Books has driven
four out of five participating students from low-income schools
to achieve grade-level literacy. An evaluation concluded that
at every grade level, students in In2Books classrooms scored
significantly higher than students in comparison classrooms on
the nationally normed SAT-9 Reading Assessment Test. This
evaluation attributed the In2Books’s success to “authentic, chal-
lenging work, the actualization of a learning community, and
engagement.””

As an online platform connecting reading mentors directly
with young learners, ePals provides one example of how tech-
nology can catalyze sweeping change in volunteerism. Two
other examples illustrate the power of personal discovery and
the potential of online matchmaking. After teaching in a pub-
lic school, Charles Best was familiar with the generosity of public
school teachers, who spend roughly $1 billion annually—almost
$500 each—of their own money on supplies and equipment
for their students.”® He also knew that a lack of supplies and
equipment prevents students from accessing both basic and
cutting-edge lessons. Best thought he could create a much better
market for microphilanthropy by connecting the classroom needs
of teachers with people looking to donate money to meaning-
ful causes via the Internet.”” As of spring 2009, the platform



58 THE POWER OF SOCIAL INNOVATION

he created, DonorsChoose, had benefited 1.4 million students
by serving as the channel through which more than $24M was
contributed to more than sixty thousand school projects. Partly
because DonorsChoose utilizes volunteers to review all incoming
requests from teachers before posting them online, 100 percent
of a donor’s contribution goes to the project.” DonorsChoose
shows how a simple idea can fill crucial gaps in our existing ser-
vice delivery systems.

Like Best, Keith Taylor wanted to give generous individu-
als a direct way to help families who need just a little help for
unexpected expenses such as car repair or for rent after a layoff.
Having relied on the generosity of friends and family as he made
his way through college and graduate school, Taylor decided
to tithe 10 percent of his income to help people in a bind.
ModestNeeds, the site he developed to reach possible recipients,
grew quickly and exponentially—among both people submitting
requests and people who wanted to make donations.”* By 2009
those donors had reached seven thousand individuals or fami-
lies, with grants averaging more than $500. But, Taylor argues,
it is about much more than the money. “The giving culture is
just as important as the grants,” he says.

Zolt, Best, Taylor—all three opened up a large supply of vol-
unteers by building a much more efficient pipeline—and the
volunteers in turn (when mixed into an existing service system)
often provided just the right catalyst for success.

Bringing It All Together: The
Nehemiah Foundation

One organization stood out among the hundreds that benefited
from the federal government’s Compassion Capital Fund, which
we discuss at greater length in Chapter 3. Faced with economic
distress and a staggering 100 percent divorce rate, the business,
civic, and faith communities of Springfield, Ohio, came together
in 1993 to start what they called a “spiritual venture capital
fund”—the Nehemiah Foundation. Nehemiah quickly became a
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powerful force in Springfield and beyond, not as a provider but
as a funder and convener focused on fixing serious social prob-
lems. Wally Martinson, the founding director of the founda-
tion, explains that when faced with an issue that the community
identifies, such as family instability, Nehemiah plays the role of
“traffic cop . . . trying to get leaders around the table to say, ‘How
are we going to deal with this? It doesn’t make a difference from
whom the ideas come. How are we going to do this together?”

Martinson calls the thirty local nonprofit organizations in
his portfolio the “street saints.” Most work directly with their
neighborhood youth and families.

“They’re the best delivery system the government can have
because they have relationships with these people,” he says.
“These ministers are going door to door every week in forty
different neighborhoods in Springfield. . .. The beauty of the
delivery system we have is that it works. . . . The school systems
understand that, the courts understand that, the local govern-
ment understands that, even at state government level they
understand that. They know that programs don’t work, relation-
ships do.””

In Springfield, as in most communities, nonprofits often
claim to collaborate, but most will not willingly change their
core businesses to fit a community need. Instead, they work in
isolation as they struggle to fulfill the demand for services and to
ensure that bills are paid and payroll is met. Collaboration is also
stymied by a perceived zero-sum environment in the nonprofit
sector, where agencies believe that they must compete against
one another for grants from foundations and public agencies.
Instead of focusing on a shared mission or shared outcomes,
nonprofit providers focus on sustaining their own organizations.
In this environment, it is no surprise that incumbents view new
organizations and programs as threats rather than as potential
allies. Lack of collaboration also means duplication of services.
In Springfield, Martinson points out that despite 120 food
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pantries, hunger persists. The consequences of duplication,
obvious at a systemic level, might not be apparent to individual
providers. Not only are the clients ill-served, but providers often
wind up on the losing end, especially when donors become frus-
trated by inefficiencies and poor results.

Nehemiah’s innovation was to address these problems
head on. Martinson brought the street saints together in a
new entity—the Ministry Leader Forum. The forum is built
on two beliefs: that the street saints are closest to the prob-
lems in Springfield and know how best to solve them, and that
Nehemiah needs to hold the street saints accountable. Martinson
explains:

“You can’t just tell 120 food pantries to work together. You set a
higher goal. We said, “We are not going to fund you guys unless
you work together, unless you come to these meetings. We're
going to pray together once a month and we’re going to meet
together every other month and we’re going to talk about our
lives, we're going to build relationships with each other, we’re
going to figure out what we can do together that we cannot do
by ourselves; we’re not going to care who gets the credit.” Those
were some painful years early on. People were about ready to
walk on us. We said, ‘Look, you walk, you’re not getting your
support check. You figure out what your end game is together,

19956

and it cannot be outputs, it has to be outcomes.

Martinson and his street saints decided their goal was a
mature, responsible Christian . . . whether somebody was doing
a home for unwed moms or an after-school program for grade
school kids or working with gang kids. They were all in it
together in terms of producing mature, responsible citizens.

Martinson articulated an overarching goal and demanded
that the agencies join together to achieve it or lose their fund-
ing in order to force attention away from organizations and
toward individual and community transformation. This position
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allowed Nehemiah to implement new programs across the
collaborative—as when, for example, it received $1.5 million in
public funding for a fatherhood initiative.

As director of the Ohio Governor’s Office of Faith-Based
and Community Initiatives, Krista Sisterhen worked closely
with Martinson. She calls Nehemiah “the best model I have
seen of a faith-based intermediary working with government and
other private funders to make life better in their community.”™’

Simply inserting an intermediary, which we explore in the
next chapter as a means of reducing the administrative burdens
faced by smaller, newer providers, is not civic realignment. Some
intermediaries merely accommodate and incorporate the fail-
ures and successes of the participants. Others, like the Nehemiah
Foundation, act as civic realigners that, through position and
money, force changes in the system. Nehemiah shows us that
innovation and change can foster results when the entrepreneur
as civic realigner facilitates an overarching community agenda,
applies a common outcome metric, and rationalizes resources
by forcing consolidation, new outreach, or both. For example,
Martinson says, “We've actually seen ministries combine buildings
because they knew that their end game wasn’t getting served by . . .
having their own building with their own shingle out front.”

Conclusions

Whether struggling or middle class, individuals live inside com-
plex social networks of friends, family, neighbors, colleagues,
and others. It is counterintuitive to assume that a single program
or activity by itself will make all the difference. However, in this
chapter we suggest an intentional discovery process that asks
how a new intervention could substantially alter the results of
that network. Badly needed social change can be accomplished
by mixing something new into the current brew of existing pro-
viders that dramatically changes the approach, operation of a
program, or interaction between existing players.
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While I focus primarily on civic interveners who develop a
new structure or technology or pipeline, there is another option
for providing the missing catalytic ingredient in a local deliv-
ery system: The civic entrepreneur can import rather than
invent the solution. Education reform expert Michael Fullan
writes, “The main problem is not the absence of innovation
in schools, but rather the presence of too many disconnected,
episodic, fragmented, superficially adorned projects.”® Indeed,
when the Knight Foundation first funded our Harvard Executive
Session discussions, we set out to bring together some of the
country’s most creative civic entrepreneurs. These attendees
represented a dazzling array of interventions, yet often they had
not heard of one another. They began to identify how compo-
nents of one solution could add value to another. Innovation
must, of course, remain dynamic, and it constantly benefits from
access to new ideas—whether “invented here” or imported.

In this chapter we see that these new ideas, whether technical
or human resource breakthroughs or different ways of integrating
and arranging the missing pieces, can produce renewed progress
and even transformative change.
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Civic Actions: Chapter 2

A transformative innovation does not have to be a new tool
or program model; it can be any catalyst that will dramatically
improve performance across the system.

Discovering the Missing Catalyst
e Civic Discovery: Map and understand the institutional assets
in the system.
e System Discovery: Explore the relationships between actors.
® Personal Discovery: Listen, closely observe, and experience.

¢ Predictive Discovery: Use data and decision-support systems.

Typologies
1. Civic Realigner

¢ Develop a coherent rationale for new roles.

Capitalize on crisis or high-profile events to bring people
to the table.

Leverage credibility to take on the status quo and create a
culture of collaboration.

Force realignment through focus on proven models and
metrics.

2. Technological Glue

¢ [dentify the inflection point for infusing technology as a
catalyst for change.

¢ Design a technology to unleash latent potential within
the system; for example, optimize relationships between
field workers and clients.

e Work closely with users to integrate technology into daily
routines.

e Seek feedback to refine the technology as it is utilized.
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3. Filling the Management Gap

¢ Become the management answer that turns around an
existing organization.

¢ As incumbent provider, find management partners who
will share resources, knowledge, and talent.

¢ As consultants, match skills with providers to help build
capacity for transformative impact.

4. New Volunteer and Donor Good Will Pipeline
¢ Identify an unmet need and/or untapped goodwill.

e Unleash people’s energy with activities they find mean-
ingful and productive.

e Bridge barriers as matchmaker, navigator, and/or informa-
tional guide.
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[t startled me when I heard Michelle Rhee, the new chancel-
lor of the D.C. Public Schools, declare her primary responsi-
bility as educating the city’s children and not running a school
system. For twenty years I had experienced a quite different
reality.
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During my twelve years as prosecutor, | had watched with
dismay the continuing deterioration of Indianapolis pub-
lic schools and thus hoped for bold reforms as mayor. Early on
[ approached the head of the local teachers’ union, who had
endorsed me for mayor. Fresh from a terrific meeting with some
of his members, who wanted more site control so that they
would have more freedom to teach, I suggested to him that we
should team up against the hapless school bureaucracy and give
entrepreneurial teachers the right to band together to start char-
ter schools. The thought of one set of teachers with a totally
different set of work rules from the rest was anathema to him.
Those dedicated union teachers had no chance against the inde-
pendently elected school board and its bureaucracy without the
help of their union, and thus Indy struggled on, year after disap-
pointing year, chained to its top-down, rule-driven, one-size-fits-
all model.

The contrast between D.C. and Indianapolis reminded me of
a gentle rebuke I once received from the great economist Milton
Friedman. We were in his home discussing government reform
when [ offered a comment about Indianapolis’s public schools.
Friedman, to emphasize the importance of open competition
in the provision of public education, immediately corrected
me by saying that I was describing not our “public schools” but,
rather, our “government schools”—those run by the govern-
ment. Government plays multiple roles in education and in
other areas, adding a level of complexity to reform. It can be an
operator, as is usually the case in K=12, or it can be a purchaser
of services, as in charter schools, mental health, drug treatment,
homelessness, and more.

Government also acts as standard setter in these areas.
Achieving the right standards, without allowing the process to be
exploited by groups that may benefit from high barriers to entry
or adding undue costs, is a challenge. The tension between what
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government must do to guarantee health, safety, and performance
and what government actually does—in terms of prescribing
activities and limiting entrepreneurship—provides the backdrop
to this chapter.

Open and competitive sourcing of service provision and
innovation requires incentives from both the supply side and the
demand side. By “demand” we refer to those funders who con-
figure the market by essentially purchasing social services for
others and who could give clients more choices by forcing pro-
viders to respond to real client interests. Promoting innovation
through the demand side involves complex challenges, because
no leader controls all the parts or sufficient resources. Thus cre-
ating space for breakthrough change requires a leader whose
credentials and rhetoric inspire a community around an impor-
tant social goal and then, through the right combination of per-
suasion and forcefulness, cause it to occur.

We look at five specific ways that government leaders—with
the support of, over the objections of, professional associations,
incumbents, and large-scale organizations—can provide social
opportunity. Together, these approaches lead to a new path for
disrupting existing provider and funder webs and more openly
sourcing social good.

Breaking Down Protectionist Barriers

In social services, barriers to success come in all shapes and sizes.
The most egregious of them are over-regulation and bias toward
government and a tendency to maintain the status quo. By com-
mitting to a range of client options among providers, innovative
public officials have the power to mitigate policymakers’ and
government funders’ practice of protecting incumbent providers
and their associations. This calcification generally arises not
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from nefarious political plots but from relationships that develop
over time and then serve to bar new entrants.

In Indianapolis I saw how vested interests used every oppor-
tunity to turn licensing and credentialing processes into shields
against competition, invariably claiming that repeal would endan-
ger health and safety. I first walked into this battle when I proposed
to remove the limit on the number of taxis in order to better serve
neglected neighborhoods. The incumbent cartel fought back,
claiming the new taxis would be unsafe. Credentialing tensions
also surfaced when we fought with state regulators over which
organizations could help neglected children, and whether the state
could reimburse effective faith-based drug treatment groups that
did not require master’s degrees in social work. Building codes can
limit options as well, which I observed when state codes requir-
ing contiguous outdoor playground space obstructed my efforts to
encourage more child care options downtown.

Government, of course, discharges an important role in
ensuring the safety of children—whether on the premises of com-
mercial or public enterprises. It should also articulate standards so
that parents can determine whether a provider prepares children
well for school. But how state and local governments carry out
their regulatory functions has critical public policy consequences.
As rules extend beyond safety and outcome standards and into
prescriptive inputs such as teacher training, certification, cur-
riculum, and class size, they become more likely to be used by
entrenched interests to reduce competition. For example, as cur-
riculum standardization and unaffordable child/teacher ratios
are established in pre-K, the breadth and diversity of options is
reduced.

Tightening the rules to limit competition also limits parental
choice, which in turn reduces quality. As states expand funding
in early childhood education, they remain aware that parents
prefer choice. Surveys by the advocacy group Pre-K Now show
that more than 80 percent of parents support choice over public
school-only options.! Further, competition among different
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providers helps improve educational quality. With market pres-
sure, both private and public schools appear to respond to the
incentives of competition.? Social service advocates, pointing
out that some clients, such as abusive parents, do not make good
choices, often argue against choice for all parents. But not all
consumers need to be equally savvy to create sufficient competi-
tive pressure. Informed marginal shoppers can influence qual-
ity across a delivery system. Like marginal consumers, the most
involved parents visit schools, ask questions, and evaluate per-
formance criteria in order to choose a school for their children.’
Their behavior has a positive effect across the entire delivery
system as schools strive to respond.

Market competition also motivates providers to differ-
entiate their products. The research on what works for young
children continues to evolve, but we do know that different
approaches work for different children. Yet public education’s
administrative and political structures tend to rely on a nar-
row set of standardized approaches to teaching techniques and
curricula.

Such prescriptive rule setting brings unanticipated con-
sequences. Some states require that preschool teachers have a
four-year college degree on the assumption that this makes them
better teachers. On its face, this rule makes sense, as do so many
other barriers. Yet no private provider—whether church base-
ment or large national for-profit organization—could afford to
staff its centers exclusively with college graduates. And some
question whether the requirement, even if affordable, produces
true value. Pre-K expert Dr. Susan Landry of the University
of Texas suggested, during a tour of her facility, that preschool
teachers whose two-year degree programs are supplemented with
structured hands-on training often perform better than teach-
ers with a four-year degree (whom providers may employ after
they’ve failed to get a job in an elementary school).

This regulatory process can be quite opaque to the public.
States concurrently increase mandates and decrease subsidies,
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an intentional combination that tilts the competitive balance
toward parents who can afford private choices or toward pub-
lic schools that subsidize their offerings with tax dollars. For
example, the Wisconsin legislature, dealing with related issues
in K-12, was caught between the popularity of Milwaukee’s
voucher program and the hostility to choice from public school
advocates. It chose to take indirect aim at parental choice by
mandating additional costs for private providers while simulta-
neously reducing funding.*

Regulators approach their work with different motives.
Some advocate the toughest possible standards regardless of
cost. Others view their efforts as an indirect way of forcing chil-
dren or clients into professionalized, unionized, or government-
provided services. Others, interested in bringing innovation and
performance into the delivery system, set threshold standards for
safety and learning, encourage a diversity of providers, and pub-
lish performance results to ensure both quality and an informed
consumer.

The points above regarding pre-K illustrate a set of critical
principles. First, government should regulate health and safety.
But it must explicitly determine whether the purported “safety”
might be achieved in some less expensive manner that does not
price lower-income clients out of the market. Second, govern-
ment should proceed cautiously when moving from health and
safety to regulate credentials, curricula, or specific approaches to
instruction. I remain nonplussed by the fact that I can teach at
Harvard but cannot teach government in the Indianapolis pub-
lic schools. Career corporate scientists cannot teach physics,
chemistry, or biology in many public schools. Further, govern-
ment plays a critical role when it supports informed consumers
by assembling, disaggregating, and plainly communicating the
maximum amount of performance data possible to clients, legis-
lators, program officers, and others.

The demand for social services of all types exceeds what
either government or individuals can provide. Equity requires
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that we not drive up costs for those who can afford to pay at the
expense of those who cannot.

Finally, one sure way to limit innovation and choice is to set
up a process biased against it. Not even hard-core trade protec-
tionists would advocate allowing GM to decide how many cars
Honda can sell or letting a North Carolina textile manufacturer
decide how many shirts China can ship to the United States.
Yet this is exactly the process often used in educational services.
Several years ago, Texas authorized pre-K funds to the Houston
and Dallas Independent School Districts, allowing them to
either set up pre-K classrooms or contract them out. Eighty per-
cent of the dollars were spent internally. No Child Left Behind
appropriated supplementary tutoring dollars for Title I children,
allowing school districts to decide the rules and control whether
these funds could go to outside providers. At first, few districts
administered the funds in an open fashion because they could
also use the dollars themselves.

We do not make a detailed argument here about what con-
stitutes high-quality pre-K. Rather, we use the pre-K clash to
illustrate the many subtle ways in which the social equivalent
of trade barriers create rigidity, protect incumbents, and reduce
opportunities for innovation. Innovation requires breaking
down protectionist barriers to allow in new ideas from the out-
side. This open sourcing of ideas works best when the authoriz-
ing agency is not also in the business as a competitor.

Opening Space for Innovation

Invention requires imagination but also access to information
and capital—financial and political. Networks themselves are
another resource that can either inhibit or promote entrepre-
neurship. As Mark Casson and Marina Della Giusta point out,
“Although the popular perception of entrepreneurship is very
much that of an individualist . . . entrepreneurship is, in fact,
socially embedded in network structures.” As we see with civic
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realignments like Communities in Schools and Blair Taylor’s
Neighborhoods@Work, network learning can in fact lead to
discoveries that not only make a program better but also cause
the network itself to perform at a much more effective level.
Together these ingredients can create room for experimentation
and risk, providing greater latitude for new approaches.

So how might community leaders open up space for break-
through civic accomplishments? They can do so by promoting a
culture of innovation, providing information and forcing trans-
parency, sponsoring events that create opportunities for social
discoveries, and offering protection for those whose efforts,
whether successful or not, challenge the status quo.

In addition to these critical steps, public and private policy
actors can catalyze innovation by strategically injecting new
sources of funding. Such is the plan of President Obama and his
Social Innovation Fund. Even after institutional, cultural, and
legal barriers are removed, growth and impact require funding.
What we might call catalytic capital helps fertilize new ideas
that can in turn leverage other resources for better results. This
catalytic capital can be private or public, from local or outside
sources. Indianapolis has often benefited from the willingness
of the Annie E. Casey Foundation to fund new approaches to
urban poverty. My administration’s neighborhood empowerment
strategy of microfinance and community leadership training and
my successor Bart Peterson’s charter school efforts (discussed
below) occurred because of Casey’s willingness to take risks.

New York City’s Center for Economic Opportunity (CEO)
provides an exciting structure for public innovation capital.
Housed in the Mayor’s Office, CEO seeks out and funds inno-
vative, performance-driven initiatives to help lift families and
individuals out of poverty, with an emphasis on personal respon-
sibility. The city deposits $125M a year into an innovation fund,
and private foundations invest another $25M. Providers com-
pete for funds through competitive bidding, and CEO combs
through applications, looking for creative initiatives that hold
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promise for strong results and that propose leveraging other gov-
ernment and philanthropic efforts.

CEO funds each initiative as a demonstration—long enough
to give the program an opportunity to succeed or fail. Rigorous
external evaluations help the center decide which initiatives
will continue in an expanded form and which will be scaled
back or terminated.

Today, the CEO Innovation Fund supports more than forty
initiatives, with particular focus on serving the working poor,
young adults, and children. Deputy Mayor Linda Gibbs and
Director Veronica White manage a twelve-member staff that
continually looks for national and international models to emu-
late and to help guide their priorities. The programs they fund
are diverse, ambitious, and pragmatic. They fill service gaps,
meet the needs of underserved populations, and improve educa-
tion, skills, and job opportunities for low-income New Yorkers.

The government’s record in the United Kingdom demon-
strates how catalytic public capital, as part of a deliberate strat-
egy that also includes policy, leadership, and advocacy, can open
delivery systems to entrepreneurs and innovators.

In the late 1990s, the government launched two of its ear-
liest social investment funds, and in 2000 it established a
Social Investment Taskforce to develop recommendations for
improving social finance. In 2002, it introduced a Community
Investment Tax Credit and two more social investment funds
to test venture capital-style financing in small businesses and
community enterprises. From 2002 to 2005, the government
improved tax incentives for investment and philanthropic dona-
tions, creating a legal structure for social enterprise and encour-
aging traditional banks to work with communities in need. It
also sought to encourage volunteerism and increased philan-
thropic giving among UK citizens.

The UK government continues to support a social invest-
ment “marketplace” in order to improve access to capital to sup-
port innovative solutions to public challenges. Its own social
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Leveling the Playing Field in the UK

Tony Blair ushered in a new era for social enterprise in the UK.
Blair embraced a robust third sector that would provide more
innovative and effective public services. He specifically increased
support for businesses led by social entrepreneurs with primarily
social objectives, seeing them as chief drivers in creating a more
community-focused public sector.® At the same time, Charles
Leadbeater published his book The Rise of the Social Entrepreneur;
leading entrepreneur Michael Young founded the first School
for Social Entrepreneurs; and Geoff Mulgan, now heading the
Michael Young Foundation, joined the Blair government as a
chief adviser on social policy.

By the end of 2005, the UK’s third sector had become criti-
cally important in the government’s public service delivery
strategy. As the government worked to open space, innovative
providers responded. Public service in the UK evolved as earned
income—largely from government—increased from under 25
percent to over 50 percent of total third-sector revenues from
2001 to 2006." These providers have grown from small, scattered
grant recipients into significant partners with the government
who have a greater role in policy decisions.

The UK experience demonstrates how catalytic capital
investments and policy changes can create the space for inno-
vation for third-sector organizations—and distinctly social
enterprises.

Of course, this deepening relationship between the sectors
was not without tensions—some of which continue today. One
challenge has been ensuring that multiple voices from the sector,
not just those of the national advocacy groups, are represented in
negotiations and policy decisions with government. Additional
concerns include whether the third sector’s growing depend-
ence on public dollars will impede its ability to voice concerns
and whether eventually it will possess the capacity to handle an
increasing number of contracts for public services.
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The UK government eventually created an Office of the
Third Sector (OTS) in 2006, with a mandate to “support
the environment for a thriving third sector (voluntary and com-
munity groups, social enterprises, charities, cooperatives and
mutuals), enabling the sector to campaign for change, deliver
public services, promote social enterprise, and strengthen com-
munities.” The OTS is led by the Cabinet Minister, who works
closely with central and local governments and with representa-
tives from the sector. Third-sector and government policy lead-
ers now participate in discussions on such issues as charity laws,
regulations, and funding; community action; volunteering; and
reducing barriers to involvement. OTS also supports and leads
research efforts on critical issues in the field.

About the UK’s support of social enterprise, Mulgan has
written that he advised Blair not to go with a “grand plan” or to
pump too much into the field too soon, but, rather, to take an
evolutionary approach: “The key, instead, was to remove as many
barriers to social entrepreneurship as possible, and to provide
some of the enablers where they were absent: finance, networks,
support, and development so that the other invisible hand could
do its work.™

investment portfolio includes grants, loans, equity, and other
emerging investments made available to large and small social
enterprises. Recently, the UK has launched new social invest-
ment funds specific to health care and community building
which provide risk capital for new ventures. Its social invest-
ment strategy reflects two important lessons from a decade
of efforts: government funds should act as a catalyst and not
replace or “crowd out” capital from other sources; and govern-
ment should support organizational capacity building by com-
bining funding with assistance.®

Currently, the OTS is working with private-sector partners
to develop a social investment bank, a social stock exchange
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for social enterprises, and a new center focused on defining
standards for social returns on investment. These efforts raise
important definitional issues, because a broad array of for-profit
organizations provide some social value. It will be interesting to
see how politicized the definitional process becomes.

One other UK innovation deserves attention. The Department
of Health established two funds to stimulate front-line staff mem-
bers to develop and launch their own social enterprises and to
create a culture for innovation. The first two years brought only
mixed success, because front-line workers didn’t understand how
to create social enterprise opportunities from the fund. Future
efforts should improve as the funds are paired with strategic advi-
sory services from two leading foundations that advocate for social
innovation and innovation in public services. These funds can also
facilitate the use of 2.0 tools to connect volunteers, neighbors, and
collaborative organizations in the production of social services.

Applying open sourcing concepts to front-line workers can
generate significant contributions. In Indianapolis, after we gave
union employees consulting assistance and the funds and time to
be creative, they produced significant reforms, sometimes in gov-
ernment, sometimes with outside partners, and occasionally by
proposing a “leveraged buyout” of their own public enterprise.

The UK experience demonstrates “the total package” of
government tools—Ileadership, advocacy, regulation, tax poli-
cies, and financing—and serves as a model not only for the U.S.
government but for local and state officials as well. As our gov-
ernment at all levels begins to embrace social innovation and
determine strategies on how best to encourage innovative cross-
sector solutions, the UK story underscores government’s poten-
tially powerful role as a catalyst, partner, and collaborator with
civic entrepreneurs.

Wherever we find bold social change efforts, we find a strong
actor willing to carve out the financial or political space for
innovation inside a highly bureaucratic and often calcified sys-
tem. Mayor Michael Bloomberg and Prime Minister Tony Blair



OPEN SOURCING SOCIAL INNOVATION 79

both played this role. Louisiana Lt. Governor Mitch Landrieu
has set up an Office of Social Entrepreneurship under the direc-
tion of Executive Session member Brooke Smith. And Virginia’s
Phoenix Project has relied on support from Governors Mark
Warner and Tim Kaine to train and inspire social entrepreneurs
across the commonwealth. An official whose support transcends
vested groups is often the only force able to disrupt the politi-
cal economy that protects entrenched interests. The democratic
mandate derived from a popular election is one obvious source
of the requisite authority and support to implement the steps
outlined below.

Leveling the Playing Field

The faith community provides a huge source of civic commit-
ment, innovation, and energy in social services. Religious con-
gregations can transform lives and communities. While, of
course, faith-based providers vary in quality, they can dream
up, organize, and implement programs in ways that government
cannot. Yet how government solicits and regulates partners can
provide either substantial incentives or insurmountable barriers
for faith providers. I have seen private donors and government
alike help drive social progress by nurturing, rather than restrict-
ing, faith interventions. Yet, historically, foundations, corporate
philanthropists, and government turn away from faith groups,
especially smaller community-based ones.

In Indianapolis, our effort, dubbed The Front Porch
Alliance, unleashed innovative vitality in hard-pressed neigh-
borhoods through almost five hundred faith-city partnerships.
These civic innovators did not scale in the organizational sense,
but they did grow in terms of aggregate impact. We used fund-
ing, authority, convening power, and the bully pulpit to support
their efforts to improve communities. The Front Porch Alliance
staff literally went door to door asking faith leaders what they
needed to expand their social service and redevelopment efforts.
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We pressured city government agencies to stop ignoring faith-based
organizations (FBOs) and to consider them viable partners. As a
result, city land use and code enforcement officials removed bar-
riers to the conveyance to FBOs of contiguous vacant property
that could become playgrounds or rehabilitated homes. We also
used the bully pulpit to encourage foundations, businesses, and
individuals to take FBOs seriously and support them financially.

These successes helped frame the White House Office of
Faith-Based and Community Initiatives. John Dilulio brought
his unique combination of academic and community organizing
skills to the office as its first director. His report, Unlevel Playing
Field, found that, although FBOs provided significant social ser-
vices, they received a disproportionately small percentage of
applicable government dollars. It also highlighted the need for
more outcome-based funding and deplored the entrenchment of
status quo providers."! Barriers experienced by grassroots efforts,
both religious and secular, included limited access to informa-
tion, burdensome regulations and requirements, complex appli-
cation processes, and bias toward incumbent providers."

President George W. Bush ordered the federal government
to “update policies to guarantee a level playing field for faith-
based organizations and set clear, constitutional standards for
government partnership with them.”” The changes mandated
that agencies not discriminate “for or against” organizations
on the basis of religious affiliation or require FBOs to “forfeit
or change their religious name, mission, or governance.” Still,
when a community- or faith-based organization approaches gov-
ernment it may use the word “partner,” but almost always these
relationships contain enough characteristics of a “principal and
agent” that they can threaten the integrity of the nongovern-
mental players.

[ raise these issues because by organizing, personalizing, or
augmenting the other fragmented services available in a com-
munity, combining them with the right message of hope, FBOs
can transform a neighborhood or a family. Therefore, open
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sourcing to these local providers will encourage thousands of
such organizations to add even more value.

Yet simplifying the administrative burdens identified in
Unlewel Playing Field can extend only so far in the face of federal
procurement rules. Compliance costs and the complexity asso-
ciated with even small grants preclude participation by many
social inventers. However, with the help of an intermediary to
reduce administrative burdens, these small entities may be able
to effectively blend government money with other sources.

Ohio received the first federal Compassion Capital Fund
(CCF) grant of $750,000, directed at building the capacity of
faith- and community-based providers to compete for federal and
other large grants. CCF relied on intermediaries to help FBOs
develop their capacity by distributing mini-grants from $5,000
to $75,000 and providing one-on-one technical assistance and
training sessions.” CCF helped small organizations increase
their reach,” but more incrementally than transformatively.

Social innovation expert Geoff Mulgan’s description of the
UK efforts, in which he was central, closely match our faith-
based efforts: Provide little new money and instead focus on
identifying and removing barriers to existing funding streams;
build capacity of the new providers; and force change in regu-
lar procurement mechanisms. One thing that the faith-based
effort lacked was attention to supporting innovation. In the UK
efforts, Mulgan writes, “There has also been a strong empha-
sis on innovation—the use of zones, pilots, public venture
funds . . . and the encouragement of constructive rule breaking
like the clause in the Education Act which allows head teachers
to ignore national rules if they think they can do better.”

Mulgan and Dilulio both knew that a closed delivery sys-
tem reduces an inventive entrepreneur’s chances of introduc-
ing an idea that truly makes a difference. Rigorously removing
barriers—as we did in Indianapolis and as was done by the White
House Office of Faith-Based and Community Initiatives—helps
level the playing field for innovation. Such efforts need not be
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partisan. The Obama administration both created a social inno-
vation fund and retained the faith office, pledging to use it to
make an impact on policy issues including poverty, family stabil-
ity, and “interreligious dialogue and cooperation.”"

Inviting the Exceptional

Successful open sourcing starts with the passive step of opening
the door to new ideas but eventually requires active solicita-
tion. As Mulgan says, for the purposes of social entrepreneur-
ship, the best governments are not only open and accessible,
but also “engage with civil society” and actively support civic
participation.'®

“Positive deviance” provides one important example of how
one might go about such a solicitation. The positive deviance
process looks for success stories that stand out—what Jerry and
Monique Sternin of Tufts University call “positive deviants,
whose uncommon but successful behaviors or strategies enable
them to find better solutions to a problem than their peers.””
This fascinating approach to social innovation grew out of
nutrition and public health initiatives at Tufts University. After
identifying the exceptional behaviors of the positive outliers,
the civic entrepreneur attempts to mobilize the community to
adopt the behaviors more broadly.

Because the solutions come from within the community,
they tend to be feasible, culturally appropriate, and affordable.
They also tend to bring quick results. The benefits of positive
deviance appear to be ongoing and widening. The Tufts team
has found that communities that have engaged in the pro-
cess will, for example, mobilize to solve other problems or to
demand better social services from the government.?® The posi-
tive deviance approach appears to be working in places with
severe social problems, such as the poorest neighborhoods of
Worcester, Massachusetts. There, the University Park Campus
School has reduced the dropout rate to almost zero, and nearly
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every student continues to post-secondary education. Although
it partners with nearby Clark University, the school succeeds
without additional financial resources. University Park, which
credits its success to “an exceptional school culture and aca-
demic program that refuses to let any student fail to achieve
high standards,” is now sharing its model across the country.?!

When facing a social system that does not welcome innova-
tion, a public leader can create an alternative delivery system
and invite in outside innovators. Former Indianapolis Mayor
Bart Peterson, faced with a deteriorating school system, both
lobbied for the right to issue school charters himself and invited
in proven school innovators.

Peterson was determined to force improvement in the long-
languishing Indianapolis Public Schools (IPS). In 2005, 83
percent of the system’s 39,000 students qualified for the fed-
eral free or reduced price lunch program.? IPS had a four-year
graduation rate of 30.5 percent, ranking forty-ninth of the
fifty largest school districts in the United States.”” Peterson, a
Democrat, laid the groundwork for an idea first introduced by
the Republican state senator and long-time charter school advo-
cate Teresa Lubbers. The threshold innovation was a pioneering
form of charter authorization, with the mayor playing the cen-
tral role. The charter schools would be tuition-free and open to
all children, and would receive per pupil funding from the State
Department of Education. Critically, charters would be granted
not by the school district but by the mayor, on whose shoulders
responsibility for their success squarely sat.

With this new authority granted by the state legislature,
Peterson created an Office for Charter Schools in the Mayor’s
Office and instituted an application process and an account-
ability framework to create a system of high-quality new pub-
lic schools. These schools have shown impressive growth and
promising signs in raising student achievement. Sixteen char-
ter schools opened in 2006-2007, serving 3,855 students, with
more than a thousand students on a waiting list.* By the end of
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that first school year, 82 percent of parents expressed satisfaction
with their children’s charter schools.

The public transparency and data enabled Peterson to show
skeptics that charter schools were getting better outcomes than
traditional district schools. In fact, the evidence on academic
performance and parent and staff feedback accumulated from
reports, reviews, and expert site visits, coupled with annual pub-
lic reports, provided important support when the mayor needed
to revoke the charter he had issued to a popular but underper-
forming school.

Peterson followed with a second innovation equally impor-
tant to understanding how entrepreneurial communities are
created. The mayor expressed concern about both the pipeline
of high-quality charter school operators and the lack of atten-
tion from national civic entrepreneurs who would assist IPS.
The shortage of robust human capital for leadership in edu-
cational reform posed a real risk, threatening to impede prog-
ress by dampening policymakers’ enthusiasm for educational
entrepreneurship.”

To address the city’s need for more education entrepreneurs,
Peterson asked his education and policy adviser David Harris to
help him recruit to Indianapolis national education programs
with track records of extraordinary results in other cities.” They
started The Mind Trust, a nonprofit incubator and venture
fund. Peterson serves on the board as chair alongside the super-
intendent of IPS and the senior leaders of local universities,
businesses, and prominent community groups. Since its incep-
tion, The Mind Trust’s venture fund has helped channel nearly
$2.9M to recruiting three exceptional organizations to work in
Indianapolis: Teach For America, The New Teacher Project,
and College Summit. The organization also funds fellowships
for those interested in a career in charter school management
and leadership.”

The Peterson experience also illustrates how open sourcing
can catalyze better support networks than traditional closed,
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hierarchical models. With city sponsorship and buy-in, char-
ter schools were able to access other public resources and assis-
tance.” For example, the mayor helped schools acquire facilities
financing through the city’s Bond Bank and pieced together
support services from the Indianapolis Housing Agency and
its Health and Hospital Corporation. The effort also attracted
support from national sources, such as the Bill and Melinda
Gates Foundation, the U.S. Department of Education, the
Annie E. Casey Foundation, and the Local Initiatives Support
Corporation.

Forcing Cultural Change

A strong public official can also try to force a change in culture
in order to open room for innovation. This top-down process
involves identifying the agencies and departments that fund
social services; using authority or other tools necessary to ensure
that all corners of the organization embrace innovation; requir-
ing cooperation or partnership with new providers; and reform-
ing the procurement and payment processes that threaten new
players.

Krista Sisterhen, the first director of the Ohio Governor’s
Office for Faith-Based and Community Initiatives,” incorpo-
rated her deep understanding of the tension between govern-
ment and faith providers to deftly force cooperation and bring
social innovation to urban Ohio. Sisterhen, who helped me set
up The Front Porch Alliance in Indianapolis, facilitated compe-
tition, performance-based contracting, and new cross-sector col-
laborations in the city’s social service delivery networks.

In Ohio, Sisterhen says, she took a “very pragmatic” approach
to the faith initiative: “We have these tremendous needs, and
we're looking for ways to address them.”® She viewed her charge
as simplifying “doing business with government” for smaller pro-
viders; encouraging, supporting, and inspiring partnerships among
public agencies and faith- and community-based providers;” and
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developing the capacity of FBOs to measure and report on their
work. This last goal, Sisterhen insisted, would both improve the
performance of the FBOs and demonstrate which direct service
grants actually improved outcomes.

Supported by the Governor’s Office, Sisterhen took impor-
tant early steps to level the playing field. She identified the
stumbling blocks preventing FBOs from competing for gov-
ernment funding, including burdensome administrative pro-
cesses for applying for grants and a bias toward larger providers.
Because grants and contracts tend to exclude smaller providers,
Sisterhen’s office distributed much of its funding through inter-
mediary organizations that carried the administrative burdens
“so that smaller subgrantees could just do the work.”*

Sisterhen understood that internal change would be critical
across the board and that it would not come easily. “We're not
a grantor,” she notes. “We’re a facilitator.”” This was clear from
the start, because Sisterhen had an annual budget of slightly
more than $300,000—just enough for administration and staff.
But she knew from her time in Indianapolis that her role in
forcing change across the system would have more impact than
distributing any new dollars allotted for faith-based or commu-
nity providers. “The larger challenge is busting through the idea
that we're doing the best we can,” she says. “I don’t think we
are. There are new opportunities. And I see that as the mission
of this office: to create an opportunity for new partnerships and
a new way of doing business that might have a better effect.”**
Sisterhen often asked herself and her staff, “How do we incen-
tivize delivery networks to come together?”

Sisterhen’s efforts extended to changing the practices of
other state cabinet agencies as well. She understood that because
most of Ohio’s safety-net dollars go to the counties, county exec-
utives needed to endorse the FBO partnerships. Sisterhen used
persuasion and a small amount of discretionary funding to help
convince county officials of the value of procuring social services
on the basis of performance.”
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Wally Martinson, who leads the successful Ohio intermedi-
ary the Nehemiah Foundation, urged Sisterhen to push decision
making down to the local level and to “not hold back on putting
people’s feet to the fire as far as producing outcomes.” Martinson
said, “Don’t hamstring us with reporting and don’t instruct us on
what to do in Springfield from Columbus. We know what to do.
Give people the benefit of the doubt that there are some social
entrepreneurs in each of these cities.”*

Local leadership counts especially when someone needs to
call the community together around broad civic goals. Dilulio
confirms, “You really can’t affect those partnerships, given the
intergovernmental character of the way in which virtually all
grants and contracts are administered, unless you have active
partnership from the mayor’s office. So we did get a hundred or
so mayors in 2001 to sign on to creating their own equivalents
of the Office of Faith-Based and Community Initiatives.”’

Interestingly, Sisterhen went one step further—connect-
ing directly to citizens. Ohio introduced a voucher mechanism
for mentoring older youths aged sixteen to twenty-one, mainly
in order to open up space for social innovation by FBOs as well
as others. “We picked the field of mentoring because there isn’t
an organized lobby to go fight with,” she says.®® The mentoring
program aimed to reduce out-of-wedlock pregnancies among girls,
many of whom were “leaving juvenile detention facilities or fos-
ter care, and lack resources or traditional social supports.” This
model gave girls the freedom to pick a provider, including an
overtly religious provider—for which public dollars would other-
wise be unconstitutional.

Another of Sisterhen’s many innovations was the creative
use of public dollars to drive change. Sisterhen persuaded the
governor to set aside 1 percent—about $11M—of Ohio’s TANF
block grant for an area in which she and some experts thought
long-term, important gains could be produced: “programs that
help to rebuild families such as reducing out-of-wedlock birth
rates and encouraging marriage.” She not only moved money
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from treating symptoms to addressing the cause, but she did it in
a way that allowed new organizations to participate.

The lessons from Ohio are especially important when a public
official needs to call together a wide array of resources, most likely
organized in narrow verticals, around a brighter or new civic aspi-
ration. We knew when the White House set up the faith office
that it would produce little real change unless it had a change
partner in all the relevant agencies. The president thus directed
cabinet agencies to establish their own offices to ensure that
they would no longer “discriminate against faith-based organiza-
tions based on their religious characters” and would establish new
outcome-oriented standards.*® The White House charged each
agency with revising its grant application processes, including
retraining staff and informing FBOs of their rights and responsibil-
ities as grantees. Results varied, but at the Department of Health
and Human Services, for example, the value of competitive grants
won by faith-based organizations increased from $477M in 2002
to $818M in 2007. Under Welfare-to-Work grants in particular,
faith-based organizations increased from 2 percent to 11 percent
of total funded providers." Ohio’s use of TANF funds mirrored
this success in improving access for new faith providers. The Ohio
example presents important lessons on how to open innovative
space for new organizations, whether they are faith-based or not.

At the community level, tight cadres of social service pro-
viders exist outside the government bureaucracy, yet many are
funded directly with city dollars. Procurement processes act
as another fearsome institutional barrier to entrepreneurial
city officials who are looking to engage innovative and high-
performing organizations. We invited a couple of the coun-
try’s best procurement officials to participate in our Harvard
Executive Session discussions and suggest ways to restructure
contracting to make room for civic innovation.

David Gragan, chief procurement officer for Washington,
D.C., says that the public procurement process is designed to be
as much a controlling as a facilitating process.
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“The centralized control that governments exercise over expen-
ditures is meant to ensure the public ‘gets what it paid for.” These
central financial controls in government embrace and support
the concepts of public trust, deliberation, full and open compe-
tition, and the primacy of process. Focusing on process at the
expense of results is shortsighted . ... If we could really write
a prescriptive contract or grant, we would—in essence—have
already solved the problem we are seeking help in solving. If we
want to solve intransigent problems at the fully operational level,
not simply proof-of-concept or pilot programs, we must recognize
that inventive programs thrive in the nonprofit sector and that
our most viable solutions will likely come from that entrepre-

neurial arena.”®

Government procurement represents the ultimate in rule-
driven, prescriptive processes. The procurement function itself
has been created to ensure that all bids respond to the same
detailed set of specifications, thus preventing the abuse of discre-
tion. Procurement complexity and administrative requirements
stipulated in government requests for proposals also discriminate
against small or all-volunteer providers and favor larger orga-
nizations. Imaginative officials try to mitigate these barriers to
innovation by reducing start-up investment costs for small-scale
providers, asking for results instead of activities, and eliminat-
ing slow pay, high bonds, and severe risk shifting in the procure-
ment process.*

Another procurement officer, Jason Whetsell of the federal
Office of Personnel Management, offered an excellent expla-
nation of the value of intermediaries, acknowledging that gov-
ernment often represents “unenlightened buyers” who cannot
understand how to price risk in complex social service areas.
He suggests that government could procure with the advice of
a third-party intermediary like New Profit, with its expertise in
evaluating risk and reward, whose involvement would reassure
the mayor about the quality of the choice.*
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These structural and cultural shifts, plus openness to new
ideas, must include not only procurement, of course, but also
the operating and human resource agencies of government. We
now return to Chancellor Rhee in Washington, D.C.

Structurally Creating White Space

We need to find a way to clear space for innovation that seems
less personal to the incumbents. Public officials might consider
adapting a reform from other areas of government. Sunset legisla-
tion creates an institutional mechanism for redesigning or ending
programs and agencies. Sunset clauses—now found in half the
states—establish an automatic review of results, no matter how
close the relationship has become between provider and funder.
The Texas legislature’s Sunset Commission has since 1978 abol-
ished more than fifty agencies and consolidated another dozen,
saving the state roughly $800M. Such a process applied to social
service agencies and all their third-party contractors would reduce
the political capital needed to take on a specific nonprofit by sub-

jecting all the contracts and relationships to regular review.*

Bringing It All Together:
The Enlightened Monopolist

In early 2009, I moderated a conversation at New Profit’s annual
conference between D.C. School Chancellor Michelle Rhee and
Mayor Adrian Fenty. Chancellor Rhee articulated her mission
as providing quality education—by whatever delivery mecha-
nism works. She started with a straightforward principle that
drives innovation and quality: “I would never, as long as I am in
this role, do anything to limit another parent’s ability to make a
choice for his or her child. Ever.”*

Remarkably, the civic entrepreneurs Rhee partners with
do not just run charters but participate in all her internal
reform efforts as well. Rhee and Fenty show that open sourcing
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education can bring meaningful change and options for parents
that closed systems will find hard to equal.

Fenty had pledged during his mayoral campaign to take
control of the schools. He interpreted his sweeping victory
as a demand that he “take ownership of education.” “We had
in Washington, D.C.,” Fenty recalls, “career superintendent
after career superintendent . . . . We did not need to hire another
career superintendent who was an expert in the bureaucracy. We
needed someone who was an expert in how to teach kids and
who would find any bureaucratic reason why you couldn’t teach
kids to be something that needed to be rolled over.” Both he
and Rhee knew that when government dominates a service area,
bold leadership, both elected and appointed, is needed to create
room for social innovation. In football terms, Fenty provided the
blocking, and Rhee found the room to run for change.

In Fenty, Rhee found the type of leader she had always hoped
for—someone who shared her vision, believed in bottom-line
results, and apparently had no fear of making tough decisions.
She also found someone who pledged to support her no mat-
ter how hard things got. Rhee recalls that in their first meeting,
Fenty said, “As I walked door to door across this city, the one
thing that every citizen was in agreement on was that we had
to change the schools. So he said, I don’t care about the politi-
cal noise. I don’t care about the opposition. As long as you're
operating in a way that you think is going to make the schools
better, I'll give you whatever you need.” Taking the reins at the
D.C. Public Schools, Rhee found comfort in what she describes
as a “brilliant new school governance structure,” in which “the
ability to act quickly, both on the policy and the implementa-
tion front, is unprecedented.”” In this structure, Rhee reports
directly to the mayor instead of to a school board.

As I wrote at the start of this chapter, Rhee views the
District’s 78,000 students—not its buildings or bureaucracy—as
her clients and her cause. She therefore risks controversy and
confrontation daily to bring in all possible resources. To meet
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her goals, Rhee is aggressively removing barriers that impede
deep and meaningful reform, actively engaging charter options,
and recruiting civic entrepreneurs—such as The New Teacher
Project (TNTP), Teach For America (TFA), New Leaders for
New Schools, and City Year—as partners in her work.

To fully understand why and how Rhee has opened her doors
so widely to these entrepreneurial providers, we have to travel
back more than a decade to her roots as a civic entrepreneur.
In 1997, after serving as a TFA corps member, Rhee launched
an organization dedicated to bringing more quality teachers into
the public schools through alternative routes. She believed in
TFA’s mission and saw the need for more organizations doing
similar work, but she also wanted the organizations to emerge
in a different way. As Rhee recalls, “When I started The New
Teacher Project, Teach For America was still very much a light-
ning rod.” She wanted to avoid similar opposition for at least
the first few years of TNTP. “We did things purposefully so that
every program that we created had the identity of the city—
Teach Baton Rouge or the New York City Teaching Fellows,”
she recalls. “Each was very much seen as an initiative of the dis-
trict,” rather than as a national organization sweeping in and
telling the locals what to do.”

In her work at TNTP, Rhee and her colleagues learned how
hard it can be to break into school bureaucracies. They learned to
develop what she calls “nonnegotiables,” a tool she now employs
in her work as superintendent. As TNTP expanded into new cit-
ies, Rhee would insist on a set of nonnegotiables and a cham-
pion from the high ranks of the school district. The champion,
whether superintendent, mayor, or school board president, “had
to want us there, be willing to expend political capital to get us
there, protect us once we were in, and assign a key point person
tasked with making sure we got what we needed.”' TNTP faced
opposition in pursuing this strategy, although Rhee notes that it
came far less from teachers unions than from the human resource
directors inside the school systems’ central bureaucracies.
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With these experiences under her belt, Rhee recognized
that as chancellor she had to bring in better talent and improve
the skills of those who taught, led, and worked in the district
schools. “My major focus coming in was human capital at all
levels,” she says, “at the central office, the principals, the teach-
ers.” To make room for social invention, Rhee needed to move
aside recalcitrant central office staff. She had to make sure her
human resource team would welcome new hires from outside
groups like TNTP, TFA, and New Leaders. “Smart HR directors
conclude, ‘I'm going to bring these people in, and then every-
thing they do is going to be my win,”” Rhee says. “The best ones
set it up like that. But the not-so-savvy ones set it up as a com-
petition, which always ends up as a disaster.”

Above all, Rhee wanted a senior-level team that shared
her vision and had the talent, skills, and drive to help fulfill
her mission. She knew that by shaking things up centrally, she
could begin to spark a much-needed culture change through-
out the system. She says, “I essentially sent a clear message to
people that this is the new culture—knowing that cultures don’t
change overnight. So you’re either on board, or you’re not.””
What happened to those who weren’t on board? Rhee took
action to fire them and promptly walked into a political fire-
storm. A tough battle ensued to get legislation passed making
the staff at the school district’s central level at-will employees.
Rhee remembers the struggle and the key role Fenty played in
helping her win this early fight. “I started doing what I think
any CEQO in a transformation situation does,” she says. “I started
to fire people. My general counsel at the time came running
into my office and he said, ‘Chancellor, you have got to stop fir-
ing people.’ I said, “Why? If people are not good, then we move
them out and we bring better people in.” And he said, ‘Welcome
to D.C. public schools, where we never fire anyone.””

Rhee could not succeed without her own team and the
authority to hire and fire. She vividly remembers the mayor’s
response: “If we don’t like the rules of the game, then we change
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the rules. We will introduce legislation to make all the central
office employees at-will employees.”* This relationship between
the mayor and the chancellor provides an invaluable lesson for
communities that want social change. The executive leading
reform and the top politician need to be closely aligned—and
prepared to expend political capital.

Rhee also took immediate action on hiring and firing prin-
cipals. For this she did not need a change in the law, but she
did need some serious political will. Rhee used her execu-
tive power to freeze the hiring of all principals as soon as she
arrived in June. This move stopped preparation for the coming
September dead in its tracks and allowed her to hire interim-
only principals. It also gave her a full year in which to bring in
New Leaders for New Schools to help find and train recruits.

Rhee invited national civic entrepreneurs into the D.C.
public school system. Her changes in principal recruitment
and hiring provide powerful lessons about breaking down barri-
ers and operating in new ways. Rhee knew and believed in the
work of New Leaders for New Schools. She saw in that organi-
zation an opportunity to find talented recruits, and she trusted
the caliber of training that New Leaders would provide. Because
New Leaders and Rhee are like-minded in their philosophy and
approach, it was likely that these recruits would share her view
of the role and responsibilities of a school principal. Once she
had built this partnership, she says, “a very significant percent-
age of our new principal candidates came through New Leaders.
I'm good to have them do it—it’s their core competency. Why
would I ever want to touch that?™

With the help of New Leaders and her senior team at cen-
tral headquarters, Rhee began to reshape the principal corps.
In less than two years, she replaced more than 30 percent of
the District’s principals. After the first year, reading and math
test scores increased by about 10 percent across the board at
the elementary and secondary levels, and the achievement gap
between students of color and their white peers narrowed by
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11 percent. Rhee credits her principal strategy and the shift in
culture and focus it brought.’® But she had also taken steps to
improve the overall quality of the teaching force. For this, Rhee
turned for help to Teach For America and The New Teacher
Project, which together supplied half of D.C.s new teach-
ers. About these two organizations, Rhee says, “We know that
they’re bringing quality projects. Almost without fail, when
[ go into a class with a TFA teacher, it’s incredibly exciting and
energetic, and the kids are engaged. That makes a difference.”

The TNTP/D.C. schools teamwork illustrates how deep such
partnerships can go. It’s not just about bringing in good teachers.
According to Deputy Chancellor Kaya Henderson, who joined
Rhee’s leadership team after working for both TFA and TNTP,
these organizations provide support, training, and certification.
TNTP helped the District radically overhaul its teacher recruit-
ment and hiring processes, and the D.C. schools have hired a
handful of former TNTP employees to run their teacher recruit-
ment. Changes included reorganizing the human resources
department, instituting major hiring reforms to broaden choice
in teacher staffing for both principals and teachers, moving up
the hiring time line so that the district could secure higher-
quality candidates, and instituting major technology and data
management improvements.

In addition, beginning a few years ago, TNTP helped meet
a district demand for more data-based evidence for changing
teacher policies, pushed the envelope on teacher-quality reforms,
and instituted collaborative discussions among the D.C., NYC,
Chicago, and Denver school systems.”” Rhee’s ambitious propos-
als in teacher contract negotiations in 2009 were also a direct
result of TNTP’s policy work and collaboration. In these and
other endeavors, notes Rhee, “They have a perspective that
nobody else does on these union questions. And their connec-
tions on the Hill and beyond make them invaluable.”*®

Rhee has also cultivated other civic entrepreneurial organi-
zations, including City Year, to make substantial contributions
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inside the schools. Having consolidated twenty-three schools
that were among the lowest performing in the District, Rhee
was concerned about how DCPS would turn them around. She
asked City Year whether it could help. The organization pro-
posed to put a “critical mass” of ten corps members in each of
the four lowest performing of the consolidated schools to help
to shift the culture at the school. “It’s been an unbelievable
partnership,” Rhee says. Now DCPS and City Year are piloting
a host of new initiatives in those four schools to increase school
capacity.

Rhee’s open approach to innovation allows an infusion of
enthusiasm and invention, but it is not without controversy.
A heavy reliance on organizations like TNTP, TFA, and New
Leaders has drawn criticism from people who see the talent and
nature of these organizations as elite and not of the community—
with the possible exception of TNTP’s Teaching Fellows program,
which endeavors to cultivate a home-grown presence and talent
base. In addition, many of those recruited by the three partner
organizations have little previous teaching or school leadership
experience. Even with excellent training and organizational sup-
port, these recruits—particularly the principals—may be unable
to meet the challenges of working in some of the nation’s tough-
est schools.

[ present this process not necessarily as the recipe for educa-
tion reform but as a remarkable road map drawn by a govern-
ment official committed to change and innovation by removing
barriers and incorporating outside innovators in remarkably
comprehensive ways. Listening to the mayor leaves little doubt
that he and Rhee are confident they will reduce dropout rates
and improve graduation rates, school attendance, and test
scores.”

Soon after this Rhee-Fenty panel, I had dinner with a
well-known mayor who claimed to have a 75 percent approval
rating—but whose city is known for its poor schools. I was
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tempted to suggest that he should invest some of his popular
approval in helping someone like Rhee create transformative
change in his schools.

Conclusions
In Good Capitalism, Bad Capitalism, Robert Litan, Carl

Schramm, and William Baumol suggest three conditions nec-
essary to generate the most innovative private sector entre-
preneurship: ease of starting and growing an organization, the
presence of motivational “rewards” (or the flow of resources
toward entrepreneurial activities), and “disincentives for unpro-
ductive activity.” They believe in institutionalizing innovation,
because today’s small start-ups are tomorrow’s corporate giants,
and today’s established firms were yesterday’s entrepreneurs and
innovators. They suggest that constant competition—protected
by antitrust or anti-monopoly rules and by opening the borders,
so to speak—is key. In social services, government too often
fills the role of monopolist, rather than anti-monopolist. Social
and educational programs, dominated by government rules and
funding, impede the above conditions.

Social service clients rarely have the choices that the free
market provides. Incumbent providers, funders, and decision
makers often subvert competition and choice by placing a reg-
ulatory and contractual thicket in the way of new providers.
These iron triangles must be broken to allow social progress.
New York City’s CEO, Indianapolis’s The Mind Trust, the UK’s
Office of the Third Sector, and the other efforts described in this
chapter seek to represent clients who have no choice and little
voice. They help the system overcome these barriers to innova-
tion by inviting and supporting civic entrepreneurs to seek fund-
ing for better solutions.

We will see in the next chapter how private and govern-
ment funders acquire or procure social services matters. Truly
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competitive, results-driven procurement can create a marketplace
for innovation. Ironically, perhaps, Mayor Peterson’s greatest
accomplishment was closing a community-supported but ineffec-
tive charter school. Government must be pushed to allow more
open competition—even if it results in failure—as long as poorly
performing entities can be closed and their funds repurposed.
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Civic Actions: Chapter 3

Start with opening a system or organization to entrepreneurship
and innovation.

Break Down Protectionist Barriers
e Measure government’s important safety and quality stan-
dards against both their intended and unintended costs.
¢ Proceed cautiously when regulating inputs that narrow offer-
ings; limiting competition can limit quality.
e Support informed consumers and separate the “make or buy”
decision.

Build the Political and Community Will for Innovation

¢ Provide the financial resources for “social R&D.”

e Secure civic leadership to face opposition and overcome risk
aversion.

¢ [dentify and publicize barriers to strengthen the mandate for
change.

Lewel the Playing Field for New or Outside Providers

¢ Eliminate unnecessary rules that prevent small providers
from entering the system.

e Ultilize intermediaries to reduce administrative burdens and
barriers.

¢ Fund capacity building so that smaller providers can enter
regular procurement streams.

Identify and Invite in Exceptional Innovators

e Identify and incubate local exceptional actors (positive
deviants).
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¢ [mport new expertise into the organization or community.

Sunset underperforming providers or require performance-
based accountability.

Force a Cultural Change Across the Entire
Organization or Bureaucracy

Go where the money is; identify gatekeeper agencies and
departments.

Use authority to ensure that all agencies and actors embrace
innovation and encourage future cooperation.

Reduce start-up costs in procurement and do not shift all
risk onto providers.
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TRADING GOOD DEEDS FOR
MEASURABLE RESULTS

“It’s not enough to just save one child; we must save
large numbers of children, one child at a time.”

Judge James Payne
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When President Obama signed the Edward M. Kennedy Serve
America Act, which demanded that grantees set out measur-
able performance goals,! I thought back to some of my more
unfortunate moments in undertaking “evidence-based” social
programs.

101
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As a prosecutor | proudly applied empirical research in
deciding which policies could effectively reduce crime, prompt-
ing an invitation for me to speak to a group of researchers in
the ornate auditorium of the National Science Foundation.
[ bragged about how I relied on the results of longitudinal stud-
ies of juvenile delinquency to shape policy. Unfortunately for
me, the first “question” came from the noted expert Marvin
Wolfgang, who was responsible for maintaining and analyzing
the data I referenced. I still remember his comment: “If I had
any idea someone like you would use the data in this fashion,
I never would have done this work in the first place.”

A gentler caveat came a few years later when Lisbeth Schorr
visited Indianapolis to talk about her important book, Within
Our Reach. 1 told her of my efforts to organize performance-
based social initiatives. Her unanswerable question has affected
my work ever since. She asked me whether I thought youthful
participation in an inner-city church choir would be worthwhile
in the neighborhoods we targeted for renewal, and if so, how
I would measure the success of that participation.

A difference of opinion in 2008 with the Office of Manage-
ment and Budget (OMB) on how to measure the CNCS pro-
gram Learn and Serve, which combines service and classroom
work for high school students, brought both of these experiences
to mind. OMB told CNCS that the standard of success would be
high school graduation. This may be one of the most important
metrics in a community, but can we really say that Learn and
Serve should be held responsible for this outcome, regardless of
teaching quality, violence, or other factors?

Chapter 3 showed communities and organizations how to
open the door to entrepreneurs; this chapter will help funding
organizations, whether public or private, create an environment
in which the most effective innovations have a chance to grow.
Executing change across a social service delivery system starts
with recognizing that one must shift some assets away from
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ineffective incumbents—unsuccessful programs, irrelevant goals,
and inefficient practices—and toward goals and providers better
suited to the needs of those you are trying to serve. Although
a process must be developed to challenge mediocre results, in
many cities defining efficacy and performance remains quite
daunting, especially when a “system” contains so many actors
doing different things.

Current Funding Limitations

Americans generously support causes they believe will improve
the lives of others. In 2004, about seven out of ten households
gave to charitable causes.? No other country has a tradition of
private philanthropy like ours. This generosity equals big dollars.
Total private giving from all sources—individuals, foundations,
and corporations—surpassed $300 billion in 2007 translating
into $1,000 in annual charitable giving for every American.’
Although recently the recession has taken a toll (in 2008, char-
itable donations declined in real terms for only the second time
in forty years), over the past three decades the number of foun-
dations and their assets grew significantly. From 1964 to 2001,
philanthropic foundations in the United States grew in number
from 15,000 (holding $16.3 billion in assets) to 61,180 (holding
$480 billion in assets). Foundations in 2005 collectively made
grants worth $36.5 billion.*

Despite this generosity, private philanthropy must invest
wisely to transform a social service delivery system in which
government provides much of the funding.’ In 2006, federal
spending on Medicare for seniors and social service programs
alone totaled $1 trillion. This amount excludes other federal
entitlement programs such as Medicaid and Social Security
as well as all federal spending on education and public safety.
Thus, private dollars, which often serve as the venture capital
for social funding, will create meaningful change only if they are
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invested in a way that leverages improved performance across a
varied system of loosely connected actors.

Indeed, at times it appears that both private and public funding
come with too many accountability mechanisms—prescriptive
requests for proposals and intense reporting requirements—and
too few results. In addition to being maddeningly bureaucratic,
erratic, risk-averse, and overly political, funding tends to flow
toward need rather than toward success, be delivered in isolation
from other factors, and carry too many conditions. Funding deci-
sions commonly reflect the following problematic traits.

Irrational

Management expert Jim Collins, in applying his Good to Great
concepts to nonprofits, contrasted the irrational capital of phil-
anthropic funding with the rational capital of the private sector.®
Consider the typical philanthropic model, in which a founda-
tion funds an organization for three years, hoping it will succeed,
and then pulls the funding, in contrast to a venture funder
who stays in once success is proved. In the philanthropic exit-
strategy syndrome, success is most often determined by whether
or not government steps in and takes on the role of funder. This
might make sense in terms of sustaining a provider’s funding,
but it reduces the chances of truly disruptive, productive social
transformation.

Stove-Piped

Bill Drayton, the father of the modern social entrepreneurship
movement, also points out the need to transform funding mech-
anisms. “Institutional financial services remain overwhelmingly
in the hands of stove-piped governments and foundations,” he
writes. “[We] need investors who value new ideas, and are okay
with ideas that cut across fields and categories and disciplines. . . .
The citizen sector’s most valuable resource, its cutting-edge
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entrepreneurs, spend over 70 percent of their time and energy
chasing small fractions of what they need.”” Drayton argues that
these changes are necessary to spark our latent potential for
citizen-driven social change.

Prescriptive

Program, legislative, and regulatory professionals can inad-
vertently limit civic entrepreneurship by asserting a technical
definition of “the right approach.” The idea that a few smart pro-
gram officers can design a solution and issue contracts governed
by a set of rules misses the point entirely when we confront
today’s increasingly complex and interlocking social problems.
The invention process relies on civic discoveries—from both the
targets of help and the other providers that touch them—that
are translated into a new product, intervention, or means of
delivery. Since no true market for social innovation exists, trans-
formation depends on the people working inside the system to
tease out and understand feedback from clients. The discoveries
that drive progress rely on a limited number of courageous
funders and regulators to see a different way.

Conflicted

Yet another issue undermining a tight performance-driven
funding model revolves around the fact that active neighbors
may support an underperforming intervention. The leaders of
neglected communities, rightly suspicious of outsiders, often
conclude that a mediocre effort today may be worth more than
an unfulfilled promise tomorrow. What if officials cease current
funding altogether? Failure and underperformance rarely drive
change when political forces, rather than the market, choose
the suppliers of services. During our Executive Session discus-
sions, Mark Moore directed the group to the work of social
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scientist Paul DiMaggio, who underscores the tension between
perceived value and empirical results by pointing out that orga-
nizations pursue legitimacy, not performance. Legitimacy comes
from doing the thing everybody thinks is the right thing to do,
even if in practice it turns out to be ineffective.® Community
and peer support should play a critical part in the delivery of
services, of course, but giving them primacy instead of recogniz-
ing each as one component of performance privileges legitimacy
over results.

A number of very smart and dedicated people, in and out
of government, labor every day to make a difference with the
funding available to them. Certainly no simple formula for trans-
formative success exists. In this chapter, we suggest four questions,
derived from our interviews and some inspiring examples, that
funders interested in social change might ask in order to create
a re-orientation toward the scaling of measurable success across a
social production system.

What Public Value Are We Purchasing?

If we want to unlock substantial value, we can start by ask-
ing two key questions: What exactly is the public value we are
trying to create? What is the market failure that we need gov-
ernment or philanthropic participation to correct? Getting this
right is much more difficult than it may sound.

Last year Shirley Franklin, then Atlanta’s mayor, came
under attack for almost exactly the same step I had taken ten
years earlier. She had reduced funding for one homeless shel-
ter, provoking cries of hardheartedness. Why had she done this
“awful” thing? Debi Starnes, who spearheaded homeless issues
for the mayor, responded, “The reason their funding dried up is
because of the lack of results. There is no excuse for why people
should languish in the shelter.” Is shelter care the public value
in Atlanta, or is it something else? A recent experience in New
York City helps answer the question.
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Anyone who believes that entrepreneurship cannot occur
inside government should meet New York City Deputy Mayor
Linda Gibbs. I became aware of Gibbs’s initiatives in the late
1990s, when she teamed up with Commissioner Nicholas Scopetta
to turn around the troubled New York City Administration for
Children and Family Services. In both 2006 and 2009 Gibbs
won Harvard University’s Innovations in American Government
Award, the second time for a program she helped develop for
Mayor Michael Bloomberg as an incubator for social innovation.

In both instances, Gibbs succeeded not simply by doing
a public act better but by rethinking the public goal itself. An
important Harvard Kennedy School teaching case'® shows how
Gibbs put her finger right on this issue when she pushed New
York to serve the homeless rather than concentrate on ending
chronic homelessness. Most Americans are pained by the pres-
ence of homeless individuals and families. Our compassion leads
us to assist them—at soup kitchens, in homeless shelters, and on
the streets. But do these good deeds solve or perpetuate home-
lessness? Do they address its root causes or simply alleviate its
effects?

In 2002, with more than 33,000 homeless people in New
York City shelters in any given month, Mayor Bloomberg
appointed Gibbs as commissioner of homeless services. A com-
bination of factors, including the prevalence of HIV/AIDS, the
closing of mental health institutions, a shortage of low-income
housing, and litigation created a maze of complications for
the city."! New York City’s Emergency Assistance Unit, a make-
shift stop for homeless families without shelter placement,
was overflowing. People slept on floors.”? Gibbs noted that the
Department of Homeless Services (DHS) had made shelters
its centerpiece, which perversely perpetuated chronic home-
lessness rather than reducing it. As Gibbs later observed, “We
were smart enough to know how to help the clients’ underly-
ing needs. But you put them in the shelters and suddenly
the shelters became the solution, which is turning the world
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upside down.”” DHS was producing an almost perfect example
of what economists call moral hazard—when well-intentioned
public policies encourage the very act that the policies are
attempting to address. Once homeless, individuals and families
jumped to the top of affordable housing lists, allowing them to
choose among various types of shelter. In effect, the homeless
had more choices than people working to pay rent.

With Bloomberg’s backing, Gibbs redefined the agency’s
goal from serving the homeless to ending homelessness. This
step forced the DHS to take preventive actions before things
got worse. The agency shifted its focus from supposedly tempo-
rary, stop-gap shelter to permanent housing with supports. DHS
could now intervene by redirecting resources toward helping
people they identified as at risk of becoming homeless stay on
their feet. Gibbs next engaged the Vera Institute of Justice, a
respected research-focused nonprofit, to conduct a comprehen-
sive analysis of the causes of homelessness."* Vera helped DHS
learn about the specific pathways that lead families into the
shelter system, so that DHS could develop targeted, preventive
strategies. For example, the Vera study identified the neighbor-
hoods families came from immediately before entering shelters.
A competitive request for proposals was released to provide
homelessness prevention services in the six communities with
the highest demand for shelter. DHS in consultation with major
private foundations forced the nonprofit providers to focus on
prevention rather than shelter.

The new program, Homebase, reflected the urgency Gibbs
gave to accomplishing her three main goals: (1) preventing
homelessness; (2) helping families find immediate alternatives to
temporary shelter or, failing that, shortening their time in shel-
ters; and (3) preventing repeated stays.”” Homebase extended its
reach well beyond housing concerns. It provided clothes for job
interviews; funded job training; and secured child care, mental
health care, education, and employment services. It even pro-
vided mediation for family and landlord disputes.’ The impact
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on the families and communities served was significant. By July
2008, more than 90 percent of the 10,042 households served
by Homebase had stayed out of shelters for a year after being
served.”” Moreover, from July 2004 to June 2007, Homebase
showed a 10 percent difference between the increase in the rate
of shelter entry in its six communities and in a “control” group.
In 2008, given the success of the pilot, DHS expanded the pro-
gram beyond the original six communities to make it citywide.

Faced with an expensive underperforming public hospital,
former Mayor Tony Williams of Washington, D.C., used this
same approach to determine whether the goal of his administra-
tion should be a better public hospital or better public health.
The question led to an increase in the number of community
health centers.

Government exercises its authority in many ways—from
taxation to land use regulation—but few such exercises are more
vivid than when a judge enters an order. Judicial authority often
extends over organizations that furnish services to children
under the control of the court. For years as prosecutor I saw
abused and delinquent young adults rotate through ineffective
programs—but this all began to change when Jim Payne became
the presiding judge of the Marion County Juvenile Court. After
a few years, Payne could no longer tolerate the poor results of
the overactive, underperforming system of controlled chaos
known as juvenile justice. The four courtrooms under his juris-
diction held between two hundred and three hundred hearings
a day, amounting to nearly ten thousand cases per year. Payne’s
budget included millions of dollars for service delivery, ranging
from placements at group homes run by nonprofit providers to
a 144-bed juvenile detention center. Payne depended heavily
on the overwhelmed state-managed child welfare system, which
had oversight for neglected and abused children, but he did not
control it.

This sorry system and others like it had been in place for
years, but strangely, few leaders demanded change. An iron
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triangle of government bureaucrats and legislators, alloca-
tion committee members of United Way, and board members
and executives of not-for-profit service providers concentrated
on securing resources to keep the existing organizations afloat.
Everyone in this triangle intended to help children, and none
saw disruption as possible or beneficial.

Well-intentioned organizations with considerable volunteer
and financial support found serving children with fewer issues
more fulfilling than assisting deeply troubled youth, which left
too few effective services for youths who needed them most.
Moreover, too many small operations suffered under the man-
agement of inexperienced individuals. To be effective, the
system needed to attract and redirect resources to more entre-
preneurial and higher-performing providers. Payne had some-
thing that I lacked as mayor—the judicial authority to order a
specific treatment for a child. He could and did use that author-
ity to disrupt the status quo.

The judge forced the juvenile system out of its slumber and
into an entirely new approach that directed more resources,
earlier, to the most troubled or endangered children. He forced
the state to rebid services in light of a new mission that focused
these interventions on how best to benefit the child, demand-
ing reforms in four categories: service uniformity, timeliness,
cost, and outcomes. By instituting a new bidding system, he also
ensured stringent financial accountability and introduced perfor-
mance measurements into the system. In addition, Payne added
new programs to meet the most serious needs and adjusted exist-
ing policies for sentencing and treatment.'®

This system disruption created a new market for civic entre-
preneurs eager to serve youths and children. Predictably, the
changes also elicited resistance from entrenched service pro-
viders, who worried that they lacked the operational capacity
to place bids and would be elbowed aside by new nonprofit or
for-profit providers. The other corner of the iron triangle, foun-
dations and funding intermediaries like the United Way, also
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opposed the changes, believing that the organizations in their
portfolios would be hurt.

Judge Payne rejected the idea that a package of good deeds
that helped a single child counted as success. “It’s not enough to
just save one child; we must save large numbers of children, one
child at a time,” he said."” He used his authority from the bench
to force service providers to change their behavior and to per-
suade foundations to follow suit.

Gibbs’s and Payne’s redefinitions of value demonstrate that
when government puts its money and authority behind a big idea,
it creates seismic change across a social service delivery system.

Are the Funded Activities Still
the Most Relevant?

Some established philanthropic and nonprofit organizations
resist civic change, unwittingly spending their money and
energy to cling to obsolete tactics. Their efforts fail “the irrele-
vancy test”: Look at an organization’s mission, and look at what
it does. If the organization’s activities do not further its purpose,
making a tangible, measurable difference in the community, it
runs the risk of obsolescence. It may be large, it may be influen-
tial, and it may be invited to all the right gala fundraisers—but
it is irrelevant. Other national organizations are catalysts for
change because their reputations and credibility influence oth-
ers, making their impact disproportionate to their size. If they
discover a new and better approach, others take note.

We do not assume here that small means new and entrepre-
neurial, and old means large and lethargic. At the Corporation
for National and Community Service, the results of the rela-
tively new civic entrepreneurs we funded, organizations such
as JumpStart, City Year, and Teach For America, impressed me.
Seeing so many dynamic young ventures succeeding, I fell into
the habit of assuming that civic entrepreneurship was restricted
to the new. Michael Lomax disabused me of this notion.
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Lomax possesses credentials and experience that allow him
to challenge almost anyone.* Successful in both the private
and public sectors, since 2004 he has led the United Negro
College Fund (UNCF), a venerable institution in the world of
social change. During one of our Harvard Executive Sessions
with civic entrepreneurs, mayors, and other national leaders in
community change, Lomax put to rest the idea that established
organizations could not innovate. Without the slightest defen-
siveness, he told us that, despite UNCF’s efforts, when he took
over, it was not making a difference in a critical area: in the stu-
dents’ educational development leading to college.

Lomax was quite familiar with the concept of social entre-
preneurship. Ten years prior, he had begun to see similarities
between established nonprofit efforts like UNCF and start-up
civic entrepreneurial efforts. Both were motivated by serious
inequities that, in his view, have led to two Americas. Lomax
also saw that both types of organizations were “led by unrea-
sonable people with intolerance for excuses and objections.”
He saw in civic entrepreneurs “an attitude reminiscent of the
fiercest student activists of the 1960s.” Further, their ideas were
working, attracting new resources and providing innovative
models.”!

Lomax explains why he developed relationships with orga-
nizations like Teach For America: “My personal strategy over
the last ten years has been to align myself with social entrepre-
neurs. | mean actually get out there and look at them, figure
out who they are, and,” he adds jokingly, “insinuate myself into
their organizations.”” Civic entrepreneurs began asking Lomax
to intervene on their behalf by talking to skeptical school board
members or mayors. “They needed allies,” he says. In 1999,
Lomax joined the board of Teach For America, which connects
thousands of motivated recent college graduates to two-year
teaching stints in urban and rural school districts. Later, he also
joined the board of directors of the KIPP Foundation, which
operates sixty-six charter schools in low-income neighborhoods.
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Its graduates are four times as likely to go on to college as high
school graduates nationwide, on average.

For more than six decades, UNCF had worked toward a
singular mission—to provide operating support for private histor-
ically black colleges and universities such as Xavier University,
Morehouse College, and Tuskegee University.? But enrollment
at some of these institutions, particularly the rural ones, was
declining. Further, many of the students that UNCF supported
were inadequately prepared by the K-12 education system.
Lomax notes that 60 percent of African-American students who
go to college require at least one year of remedial course work.*

As president of Dillard University in New Orleans for seven
years, Lomax had seen close up “that the pipeline was not work-
ing.” Too few students of color were adequately prepared when
they came to Dillard or other universities. Many were not
even graduating from high school; 25 percent fewer African-
American students than white students graduate from high
school.”

Lomax knew that unless UNCF “engaged in fixing the pipe-
line,” it would never achieve its goal of helping students of color
earn a college education.”® No matter how many excellent deeds
it supported, it would still lose ground. And so he engaged in
that critical first step of moving from good deeds to better results:
recognizing when you are on the wrong track in the effort to
meet your goals and steering yourself onto the right one.

“One of the things that we learned about our brand was that
it is highly esteemed and highly differentiated, but not viewed
as relevant,” Lomax explains. “We were not actively engaged
in the issue getting the most discussion—the failure of public
schools.”” UNCF would have to rethink the environment in
which it operated and reshape its mission, with a new emphasis
on ensuring a seamless transition both to and through college.
Lomax’s challenge became redeploying UNCF’s institutional
assets—credibility, esteem, and trust—toward repairing the bro-
ken K-16 pipeline for students of color.”
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To do this, UNCEF staff first asked some fundamental strategic
questions: “How can we influence youths to stay in school and
prepare for college academically and financially? Can we raise
college graduation rates by improving college readiness programs?
Can we help meet the financial gap so that kids can go to col-
lege? Once they are there, can we provide more social supports
such as mentoring?”” Lomax eventually convinced his organiza-
tion that taking a larger leadership role in K12 education reform
was necessary to achieving its mission. Teach For America and
UNCEF now enjoy a close relationship. According to the UNCF
annual report, “Two UNCF member colleges, Spellman and
Morehouse, lead the nation in the number of African-American
graduates who have joined Teach For America.””

What Change Does the Community
Want and What Assets Can It Mobilize?

The United Way in Indianapolis has long enjoyed strong lead-
ership and broad community support. It has raised and awarded
an impressive amount of funding to local service organizations.
Nevertheless, when I, as mayor, started to demand that the
municipal financial support to social service organizations be
based on measurable evidence of performance, I found myself at
loggerheads with the United Way leadership, which supported
the general operating costs of most of the same groups.

In 2008, I made this observation to Brian Gallagher, the tal-
ented head of United Way of America. Gallagher acknowledged
that United Way had been in the wrong business for years,
viewing itself and its affiliates as fundraisers. He insisted that the
United Way of the future should be a community change orga-
nization. To accomplish this goal, he shifted its mission to make
United Way a problem solver rather than a program funder that
remained obligated to more or less the same providers year after
year, regardless of performance. He recognized that its greatest
asset was not the money it had become known for raising so
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proficiently but the capacity to work locally within communities
to address some of their most pressing needs.

Gallagher’s revelation about United Way was hardly obvi-
ous. Started in 1887 in Denver, the first United Way raised
about $20,000 in its first year. By 2007 the national organization
and local affiliates were raising more than $4 billion annually.”
These fundraising successes led most people—including those
inside the organization—to think of United Way as a fundrais-
ing machine. But according to Gallagher, the organization’s big-
gest asset had become its greatest liability—money. “It didn’t
matter the problem, we showed up with the same tool.”

Gallagher was poised to bring new thinking. In January 2002
he took over as president and CEO of the national hub of the
1,300 local branches in the United Way network, having risen
through the ranks of the organization, working in at least five
different branches across the country over the previous twenty
years. His experiences in the mid-sized United Way of Central
Ohio in Columbus, for example, led him to realize that the
model needed to change to one of solving a community’s social
problems rather than funding them.

The business community had approached Gallagher about
moving the homeless community off a parcel of land intended
for development. At the same time, Gallagher, like Gibbs, was
looking for a new solution to rising homelessness in the com-
munity—one that did not involve expanding the complex
existing shelter system. He responded to the business leaders in
typical civic entrepreneurial fashion: “Let’s share in the benefits.
If you'll support this new approach to homelessness, then we’ll
support your plan.” Business and service groups lined up behind
a supportive housing proposal. Funding came from all sectors—
private philanthropy, the business community, the mayor, and
the county. Gallagher brought on the YMCA, HUD, the police
department, and the mental health board. Over the next seven
years, Columbus developed one thousand units of service-
supportive housing and zero shelters.”
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Experience facilitating community-based solutions taught
Gallagher that United Way’s approach needed to shift. He says:

“United Way is at the intersection of individual interests in a
community, business interests and labor, political interests and
private sector, white people and people of color, urban residents,
suburban residents, rich people and poor people. That’s our dif-
ferentiator. So we decided to use it because community change is
a political change, and you cannot make political change with-
out individual interests locking arms to try to act collectively. So

everything we now do is with that differentiator in mind.”*

Gallagher remembers what he considers some of the best advice
he ever received: “If you're serious, set your goals so high it forces
everybody to change, most importantly you.” He took this advice
to heart, and learned that no organization can turn itself around
and repurpose spending from old activities to new until people start
thinking beyond their own organizations and to the community.

Unfortunately, community mobilization and performance
do not always point in the same direction. In the Indianapolis
United Way story above, many in the community wanted to
retain funding for community centers, even though they could
demonstrate no tangible outcomes. Such tensions can be
accommodated but not erased. To some extent, if the commu-
nity responds positively and enthusiastically to a project, that in
itself is one form of positive performance measurement. What,
then, if the community rallies around a service or an organiza-
tion that it believes produces value, even if the numbers cannot
back that up? Performance must include both lives changed and
the intangibles that make up a vibrant neighborhood.

Are We Funding a Project or
Sustainable System Change?

The large organizations we profile in this chapter drive results
and change by using intangible assets and strengths in addition
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to their money. The path-breaking social venture fund New
Profit Inc. demonstrates that success results from its careful
combination of funding with tight investment selection and
management assistance. The fifty-odd philanthropists brought
together by New Profit’s president and founder, Vanessa Kirsch,
have contributed more than $90M over the past eleven years for
the organization’s work.” This may be a modest amount com-
pared to total private philanthropic giving, but it has produced
a hugely disproportionate impact. People and ideas, not money,
count most.

The story of how Kirsch landed in the middle of an impressive
cadre of civic entrepreneurs begins with her own entrepreneur-
ial efforts. In the 1990s, she listened to youths on midnight
basketball courts and college campuses across the country talk
about their views of citizenship and public service. She landed
in Washington, D.C., walking door-to-door to see whether she
could identify the young adults who would become the city’s
future public leaders. “I felt that there was a need to call young
people to a sense of higher purpose and that they would serve,
if called,” she says.** Kirsch started Public Allies with eighteen
young people working in public service for one year.

Kirsch’s efforts to grow Public Allies through affiliates
introduced her to the irrational funding process for inventive
nonprofits. For example, after Barack Obama joined her board,
Kirsch recruited his wife, now First Lady Michelle Obama, to
run the Chicago effort. Interestingly, their subsequent suc-
cesses demonstrated that funding processes needed to change.
“Chicago outperformed any of our other cities and grew rapidly,
because Michelle is so impressive,” Kirsch says. “But when our
executive director hit her goals, nobody wanted to give her more
money to scale. I began to realize the ultimate internal culture
of the nonprofit sector. Reward the needy, not what works.”

Another listening tour connected Kirsch’s experiences in
growing innovations to a new understanding of philanthropic
capital. Kirsch and her husband, Alan Khazei, traveled the
globe, meeting 350 social entrepreneurs from around the world.
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“There was an innovation to solve every problem you could
imagine,” she says. “We would get to a village in Vietham and
there’d be this nutrition program that was saving lives, while in
the village right next door, kids were dying. And yet both vil-
lages had Coca-Cola. What is it about the private sector that
takes innovation down the Mekong Delta, and why can’t we do
that?”

Kirsch took these lessons home to Boston and started a
social venture fund. She would capitalize on a new generation
of venture philanthropists who sought to increase their personal
involvement and direct accountability for performance, in con-
trast to the practices of traditional foundations. The American
Association for Museums describes venture philanthropists
as “living donors who choose to influence how their money is
used” and “question the efficacy of old-style giving.”” Or, as
Mark Kramer of FSG Social Impact Advisors writes:

“Funders have a powerful role . . . by becoming directly involved
and taking personal responsibility for their results, these donors
can leverage their personal and professional relationships, initi-
ate public-private partnerships, import projects that have proved
successful elsewhere, create new business models, influence gov-
ernment, draw public attention to an issue, coordinate activities

of different nonprofits, and attract fellow funders.”

Kirsch pooled a number of these new philanthropists and
created New Profit to further the “concept of invest, measure,
and invest. Double down on what works and pull out of what
doesn’t ... let’s constantly encourage competition and make
sure that we’re directing resources to what’s working.” A second
aspect of her original vision was to fund new organizations—
what Kirsch calls the “innovation space”—as opposed to proven
models. New Profit, operating as a venture fund rather than as a
grantmaker, insists on rigorously examining business models and
leadership before funding. The key, Kirsch maintains, is: “You've
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got to invest in people, not just ideas.” Early portfolio mem-
bers included civic entrepreneurs like Wendy Kopp of Teach For
America, Sara Horowitz of Working Today/Freelancers Union,
J. B. Schramm of College Summit, and Jon Schnur of New
Leaders for New Schools.

Further, New Profit seeks “a transparent relationship” with
its portfolio members whereby both sides agree on the portfolio
organization’s growth strategy and the metrics that will be used
to measure their results. A New Profit representative sits on
portfolio members’ boards.

New Profit looks for organizations that generate innovations
with the potential to transform a problem or field and to deliver
high-quality social impact.” To identify and attract the nation’s
most exciting civic entrepreneurs, New Profit asks potential
portfolio members, “What is the problem? What is your entre-
preneurial insight? What is the system you're trying to change?”
They must aspire to scale their ideas and, eventually, have a
vision of what systemic change would look like. The venture
fund seeks to determine whether a civic entrepreneur still in the
earliest organizational stages will not only dream big but also
deliver results. New Profit has learned over time “to bet on a set
of characteristics” inherent in effective civic entrepreneurs. So
in addition to having an innovative idea and a transformative
vision, the person is both a “great leader” and a “good learner.”

New Profit concentrates on organizational growth that
transforms both lives and social service delivery systems. The
two do not always go together. As Kirsch says, “You have great
organizations that touch many lives, but they’re not really in
the system-changing business. We are trying to push our entire
portfolio into the system-changing business, about which we
have become much more precise.””
carefully and explicitly to push results, not just good deeds, by
requiring as part of its unique investment selection process that
an applicant explain its model for change and demonstrate its
effectiveness.

New Profit uses its dollars
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What Will We Measure?

For twelve years as a prosecutor heavily involved in collecting
child support for working poor mothers, I never met a mom who
could not use a bit more help. Later, as mayor, when I had a
hand in distributing limited public resources to address impor-
tant social needs, it seemed almost immoral when a public
dollar did not drive maximum social impact. This opinion, how-
ever, failed to insulate me from controversy when we began an
unpleasant but necessary effort to redirect funds away from non-
profit groups whose inadequate results did not correspond with
their good-hearted efforts.

Ten years later, when [ was serving as chair of CNCS, I
accompanied President Bush to an event hosted by Save the
Children that was designed to highlight our joint good work. At
the event, the president and one of our AmeriCorps members
read a story to an elementary school child. The event went off
as planned, and [ was feeling pretty good about everything until
a few minutes after the president had finished. He turned to me
and shared his frustration that the AmeriCorps volunteer herself
could not read very well. He then asked me point blank: Is there
any evidence that this activity produces real results?

[ was now being asked the type of question that I used to ask
as mayor. If it is hard to ask such a question, it is infinitely harder
to field it, especially when it comes from the president and you
do not have a good answer. The question is tough but essential
for progress—and for equity. How can government and private
funders force more good deeds that produce real outcomes?
Measurement can be difficult for logistical reasons; using perfor-
mance data to influence an organization’s operations is equally
thorny. As a result, most donors and governments today claim to
fund performance, but few of them really do. Instead, they end
up fighting normative, operational, and political battles.

Often funders, particularly government, equate account-
ability with increases in reporting requirements. They hold
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providers accountable, but for the wrong things—inputs and
activities instead of results or outcomes. Shortly after President
Obama announced the stimulus funding with an emphasis on
accountability, I convened the top policy advisers to mayors of
the country’s largest cities, which collectively house millions of
citizens in need of help. Asked what they thought Washington
most wanted from them during these difficult times, the city offi-
cials responded, “Financial documentation.” The message: Be
careful, do not take risks with start-ups, and spend lots of time
on financial tracking and reporting. “Innovative responses to
the country’s economic distress” was barely mentioned.

This tension between accountability and innovation is
neither new nor easily resolved. For example, at CNCS account-
ing for grant dollars trumps purpose and outcome results. Alan
Khazei once told me that City Year, a CNCS funding recipient
for many years, spent more than twenty-five cents of every grant
dollar on compliance and reporting costs.

Of course, funding performance presents enormous chal-
lenges. No one makes a grant that omits performance as a
criterion. But how does one define or measure performance? If
longitudinally, then over how long a period of time? Are all pro-
viders in the network responsible for results? How about critical
actors outside the network? Will evaluation alone be enough, or
does accurate assessment require an expensive controlled exper-
iment? In the hope that this enormously complicated issue will
not dilute efforts to drive transformative civic progress, we sug-
gest the following principles:

Do not let the perfect be the enemy of the good. Expensive, well-
conducted research certainly helps, but funders can choose more
practical and easily verified performance metrics as well. As
Lisbeth Schorr responded in a discussion about evidence-based
social interventions, “We have reached the point that the late
MIT organizational theorist Donald Schon described as ‘epis-
temological nihilism in public affairs’—the view that nothing
can be known because the certainty we demand is unattainable.
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And we have done so at a time when richer, more inclusive
ways of determining what works are available.”

Do not let a provider blame its poor results on someone else. An
excuse contagion sets in when providers believe that they are
performing well but others are not pulling their weight. Each
group of actors concludes it needs more resources to overcome
outside issues or systemic failures. Gallagher and I both remem-
ber hearing from nonprofit providers on many occasions, “My
program is working; look at my metrics.” Gallagher’s response:
“Yeah, but look at the metrics in your neighborhood.” I could
not agree more.

Do mnot mneglect to measure social or community effects.
Gallagher approached his work with the understanding that
“what makes community policing work is the leverage of getting
citizens involved in things you never count.” In Indianapolis,
when I started imposing performance measures on the police
department, the early metrics looked good for the department
but not so good for community safety. For a patrol officer, time
spent working with a community organization to build up posi-
tive police relations in the neighborhood often represented time
away from other activities that he could count—arrests, traf-
fic stops, drug busts, and so on. As Schorr recently wrote, “The
interventions that turn around inner-city schools, strengthen
families, and rebuild neighborhoods ... are sprawling efforts with
multiple components, some of which may be proven experimen-
tally, but many that can’t be because they require midcourse
corrections and adaptations.”*

Use competition to drive continuing innovation (and change for
change’s sake) . The comfort of long-term relationships often under-
mines entrepreneurial opportunity. In Massachusetts, for example,
the Operational Services Division describes the Commonwealth’s
process in this way:

“The nature of most services being purchased in the Massachusetts

human and social services system has always been predicated on a
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long-term relationship existing between the state purchaser and
the private provider. However, this relationship has historically
been operationalized by having contracts that were ‘renewed’ on
an annual basis over an extended period of years, almost since the

inception of this industry.”

Incumbent service providers grow skillful at nurturing the
political and philanthropic contacts necessary to sustain their
model, regardless of performance. Gallagher references this prin-
ciple from his Columbus work:

“Columbus had a deep, rich history of settlement houses, and we
were trying to move away from this program funding. Because
United Way funded agencies and then funded programs, we
taught everybody to get behind a program. The settlement
houses were designed to care about an entire neighborhood, no
matter the issue, but they had learned to become the best pro-
gram funding recipients ever. They knew politics: how to get to
a city council member. I went to the godfather of the seven or
eight settlement houses in the city and said, I will go to my board
and get a guarantee that you will get $750,000 or $850,000, and
it will not be at risk over the next three years, if you will agree to
[accomplish specific] neighborhood-wide goals. He couldn’t do it.
Couldn’t get his head wrapped around it. Why would I do that?
Well, because that’s your legacy, that’s your mission, that’s who

you are. We're the ones who turned you into program junkies.”*

When I challenged the settlement houses in Indianapolis, the
political uproar unleashed a cascade of problems. These neigh-
borhood-based groups told their clients that the mayor intended
to close them down (an exaggeration). The city councilors from
the affected wards were even blunter. The settlement house advo-
cates were “great street fighters,” Gallagher says. “They knew how
to win.” [ agree. The lobbying gets so intense because the provid-
ers and their boards firmly believe in the work they are doing.
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Ask the client and the community. Another area of opportunity
involves using social media to garner feedback directly from cli-
ents themselves. Take, for example, sites like RateMyProfessors.
com and RateMyTeachers.com, where students can anony-
mously evaluate teachers and professors for other students to
see. These sites are gaining in popularity—each claims more
than ten million ratings as of summer 2009—and in signifi-
cance. In its 2009 ranking of “America’s best colleges,” Forbes
magazine gave considerable weight (25 percent) to the student
evaluations of a college’s professors on RateMyProfessors.com.®
Similar sites allow citizens to evaluate city services.

Accounting for Change

In 1992, the Council for Excellence in Government and the
Harvard Kennedy School brought together dozens of former high-
level federal government officials who had transferred to the pri-
vate sector. Their charge was to reflect on their own experiences
dealing with the tensions between innovation and accountability.
The conventional wisdom was that accountability in the public
sector, as compared with the private sector, is marked by incon-
sistent and constantly changing values; slow, expensive, and
inconclusive evaluation efforts; little emphasis on the need for
innovation; and great personal and reputational risk in the event
of failure. Yet the discussions, brought to light by Mark Moore in
a short but inspired book called Accounting for Change, found a
number of important subtleties.*

Most relevant here is Moore’s critical observation that
accountability mechanisms have both a technical aspect (per-
formance measurement, reporting, auditing) and a managerial
aspect (using data on processes and outcomes to influence opera-
tions). Moore also identifies a good accountability system as one
that prioritizes stakeholder interests in its guiding values; reas-
sures those above (principals) that their subordinates (agents)
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are achieving the stated objectives; motivates agents to perform
while giving principals enforcement capability if objectives are
not met; includes an appellate process for renegotiating terms;
and minimizes costs in terms of “resources claimed, initiative
blunted, and controversies ignited.”

Bringing It All Together: Linda Gibbs

Complex policy interventions can be difficult to evaluate. Even
randomized trials are often not sufficient to do the job. These
interventions have many moving parts, require local discretion
and flexibility, rely on human relationships and social capital,
and often are too new and innovative to have been rigorously
evaluated. So how can we keep our focus on measurable results?
Schorr suggests using a range of methods that combine research
and theory, individual or collective experience, and evidence
(including randomized trials) when appropriate.*

We saw how Linda Gibbs reoriented New York City’s Depart-
ment of Homeless Services around performance-driven con-
tracts. She emphasized the managerial aspect of accountability,
paying Homebase providers for successful diversions of a family
that remains out of shelter for one year. The current Homebase
contracts are based 50 percent on achieving performance out-
comes. | was not surprised to learn from Gibbs that New York
City’s efforts to measure the impact of homelessness prevention
have been challenging. Once the program had been expanded
from a pilot in six communities to serve families citywide, it was
no longer possible to measure the impact of communities served
by Homebase against control communities. When these difficul-
ties were revealed in 2008, DHS responded with programmatic
adjustments and enhanced evaluation plans. In 2009, Gibbs also
hired an outside firm to measure individual outcomes and com-
munity impact through a randomized design study.*

In Mayor Bloomberg’s groundbreaking CEO office, Gibbs

promoted conditional cash transfer experiments in which
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families and students would receive cash incentives for vari-
ous educational and health accomplishments. This bold and
controversial program, organized with the active support of
Dr. Judith Rodin, president of the Rockefeller Foundation,
has significant policy implications if in fact small payments
can change behaviors. Thus, it is the subject of an extensive,
and expensive, evaluation by the leading third-party evaluator
MDRC. New York City demonstrates the principles of prag-
matic performance contracting, using varying levels of rigor as
appropriate and affordable.

Conclusions

Institutionalizing innovation itself can drive measurable success.
Absent market forces, funders that set up processes conducive to
continuing innovation can create a cultural shift that provides
the room for civic entrepreneurs to add value. We see this play
out in different ways.

In Social Inventions, Stuart Conger catalogued thousands of
social innovations through history. He observed that the most
entrepreneurial systems that produced major social innova-
tions exhibited “a basic philosophy, organization structure, and
risk capital that favour experimentally adopting new methods,”
making them more likely to innovate and change over time.*

In converting United Way’s culture from leading with
money to forcing community change, Gallagher took on the
need to produce results and not simply fund good deeds or more
activities. He drove this goal by encouraging a more entrepre-
neurial culture in his affiliates. This is a departure from tradition,
in which the United Way network spent much of its time look-
ing for scale through compliance rather than achieving scale
by relaxing the rules to unleash innovation. “We didn’t know
who would figure it out, who would actually change the alloca-
tions process and invest in things that they would never invest
in before. Who would, for example, create a partnership with
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the mayor’s office that nobody had ever created before? But we
knew it would happen.”®

These ongoing creative and collaborative responses to new
community-generated statements of public value should indeed
produce a continuing stream of innovations and not just activi-
ties. This is especially true if the community generates clear
outcome goals and funders solicit open and competitive proposals.

Key actors focused on performance can also change conduct
across the social system. Michael Lomax knows that to achieve
the broad, systemic change necessary for satisfactory results,
civic entrepreneurs, whether leading new local organizations or
established national ones, must influence the other actors in the
delivery system. He says, “Together, we can reenergize, retool, reen-
gineer, organizations and institutions that have powerful equity
and scale, yet are large ships that will be difficult to turn around:
United Way, UNCE Boys and Girls Clubs, and HBCUs.™"

Linda Gibbs made system change a key piece of her lead-
ership. She insisted that nonprofit partners adapt to her new
mission or lose city funding. Gibbs’s work vividly demonstrates
some basic lessons. First, government funding drives nonprofit
action. Second, trying to solve the problem with good deeds
took so much time, money, and energy that for years no one
stopped to ask whether they were actually doing the right thing.
The urgent preempted the indispensable. Gibbs, a civic entre-
preneur located in government, used her authority to transform
the city’s response.

In the end, the biggest challenge is not adopting perfor-
mance measurement in principle but, rather, implementing
it. The difficulties of enforcing performance measures multi-
ply when an organization uses its influence to turn the assets of
other actors within a system toward a new goal, such as creating
interdependent delivery systems. Enforcing accountability through
performance-based contracts; constantly checking whether goals,
strategies, and metrics are aligned; and being willing to resist a
culture of compliance within the organization are helpful.
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In choosing cases for this book, we have elected to pro-
file entrepreneurs whose work evidences a high likelihood of
continuing success on the basis of leading indicators. Leading
indicators for high school graduation, for example, would be on-
time grade promotion, test scores, and whether a child attends
class alert, healthy, and interested. Such interim results are a
good place to start our search for performance metrics, even
though we might not know for years whether a child will actually
graduate.

There is no doubt that Americans are generous and caring.
We have lived through decades of good deeds and govern-
ment and philanthropic funding, but not of better civic results.
Significant social progress can be made if philanthropic, corpo-
rate, and government funders of services all insist on seeing results
for their money and ideas. The results must be those that help cit-
izens become engaged, productive members of their communities.
This chapter shows how funders and others who exercise author-
ity over organizations delivering, or individuals receiving, social
services can deploy strategies, advocacy, and interventions to
drive transformative social results. In the next chapter we intro-
duce the role of citizen choice—and voice—in demanding a focus
on results when entrenched political interests stand in the way.
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Civic Actions: Chapter 4

Ask these questions in order to drive innovation and measur-
able results through the community or organization.

What Public Value Are We Purchasing?

¢ Avoid incentivizing the behavior you are addressing, taking
preventive action instead when possible.

e Seek out services that put clients and services first.

e Repurpose dollars and persuade others to do the same, creat-
ing a new market for better services.

Are the Funded Activities Still the Most Relevant and Material?

e Rethink the environment in which you are operating.

¢ Leverage the new mandate to reinforce and sustain willing-
ness to repurpose assets.

e Use all assets, including credibility, to influence others, mak-
ing impact disproportionate to size.

What Change Does the Community Want and
What Assets Can It Mobilize?

e Look to the assets of your organization, sphere of influence,
and beyond.

e Align assets inside the system with your new goal.

e Articulate and collaborate on shared goals, creating
coalitions.

Are We Funding a Project or Sustainable System Change?

¢ Fund what works, rigorously evaluating both the person and
the business model.
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e Seck entrepreneurs with the potential to transform lives and
transform systems.

Form a close, transparent relationship between funder and
provider, agreeing on a growth strategy and metrics.

What Will We Measure?

Do not let the perfect be the enemy of the good.

Reject providers that blame poor results on someone else.

Value and measure social or community effects.

e Use competition to drive continuous innovation.

Ask the client and the community to evaluate service
providers.
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ANIMATING AND
TRUSTING THE CITIZEN

“There are a great many guardians of the status quo.
But there is just no adequate defense for restricting
people to a series of bad choices. . . . At this stage,

there needs to be more disruption.”

Michael Lomax
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As my deputy mayor and chief operating officer in Indianapolis,
Skip Stitt uncovered much serious inefficiency in city govern-
ment. | knew when he called one day promising a shocking
government performance statistic that it had to be really bad.
The State of Indiana had asked for proposals to modernize the
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process of helping residents more efficiently establish their qual-
ifications for health, welfare, food, and disability benefits. Stitt
discovered that struggling Hoosiers made 2.5 million unneces-
sary visits a year to county welfare offices—millions of hours of
missed work, riding on buses, and finding child care by the very
residents who could least afford it.

Could any of us imagine going back to a fast-food restaurant
again and again to place our order before we finally got the right
hamburger? Of course, such inconvenience would lead us to
drive down the street to the next option.

In a consumer market we make our expectations and demands
known with our dollars. Moms cannot do that in a government
monopoly. In social service delivery systems, clients rarely have
choice. Even Indiana’s problematic outsourcing to improve fami-
lies” self-sufficiency was an effort to make a monopolistic system
more efficient. Nevertheless, we found civic entrepreneurs who, by
amplifying expectations, needs, and demands, succeeded in break-
ing through these performance barriers.

Chapter 4 presented the challenge and necessity of perfor-
mance funding and measurable results. Absent a market, who
actuates this demand for better quality? Government funding
is by definition part of a political process, while philanthropic
funding is often based on relationships and/or established prac-
tices. Change comes only when the public—whether as clients,
taxpayers, or concerned community members—both expects
better results and acts on those expectations. In this chapter we
focus on the citizen and his or her voice and participation. We
depict citizens, however, not as victims who should be lobbying
government for money but as engaged participants in improving
themselves and their communities. We see citizens operating
inside a network of valuable relationships in their communities,
perhaps supported by government services—not as isolated cli-
ents receiving a prescriptive set of programs from a designated
professional.
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During my public career I preached citizen engagement but
found achieving it quite difficult. As professionals, whether in
government or in the broader social sector, we look for ways to
apply our skills in making a difference. Accommodating input or
interventions from citizens can easily seem burdensome, noisy,
and unnecessary for the most sincere of reasons.

The first part of this chapter addresses citizens as engaged
neighbors active in problem solving and as concerned individu-
als demanding political and civic attention to serious issues in
need of innovative and effective solutions. We look at mobi-
lizing public demand for better outcomes, not as a definitive
approach to organizing but, rather, as it relates to the approaches
taken by civic entrepreneurs we interviewed about how they had
created the room for innovation. The second part of the chapter
looks at citizens as “clients” who should be trusted to make more
of their own choices in a complex world in which bureaucrats
by definition are ill positioned to make decisions for others. The
third part looks at how successful civic entrepreneurs engage
the citizens they serve at a higher level, expecting and receiving
more from them as part of the solution.

Balancing the Professional with the Public

For decades Nathaniel Urshan, pastor of the inner-city Calvary
Tabernacle Church, stood out in Indianapolis as a voice for good
and a provider of services to struggling individuals. Despite his
conservatism, Urshan was not opposed to government partnership
and once visited me in the White House Office of Faith-Based and
Community Initiatives, looking for ways in which the international
church he by then led could provide more assistance with domestic
violence and shelter needs. I attended his funeral some years later,
and was struck when one of the pastors present said in his eulogy: “I
really appreciate Pastor Urshan because he fought against the curse
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of professionalism.” The expression has stuck with me ever since.
Urshan and his church had spent time, energy, and money trying
to persuade government regulators that results should matter more
than credentials or prescribed approaches. Government officials
often convince themselves that they know the best way to deliver
services and who should deliver them, disregarding input from the
very people they purport to help.

The curse of professionalism can affect anyone in the system.
Workers in these fields want to help. Often they consider almost
any possible source of assistance except the person they are try-
ing to help. Government officials, this author included, can be
guilty of designing formulaic policy interventions. The curse of
professionalism can also unintentionally crowd out volunteer
participation. Harvard University’s Robert Putnam, social capi-
tal expert and author of Bowling Alone: The Collapse and Revival
of American Community, calls attention to another consequence
of professionalism:

“Kindergarten reform was brought to the U.S. at the turn of
the last century and was initially a great source of social capital,
entirely nongovernmental in sponsorship. (The ‘teachers’ were
all passionate volunteers and they sponsored classes and clubs
for moms while the kids were attending the classes.) However,
once the program was transferred into the public school system,
the professional pressures from regular teachers led to the kin-
dergarten teachers having to become more ‘professional’ and
less sensitive to the social dimensions of what they were doing,
and ancillary activities (mothers’ clubs and so on) were greatly

reduced.”

The curse underlies three other characteristics that often
plague social service production systems: misdirection, growth
stunting, and entrenchment.
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Misdirection

Effective solutions require information and feedback from cli-
ents. Every time I start to think, “If I just get the right experts
in a room, I can solve a tough civic problem,” I am reminded of
one of the first times Harvard’s Kennedy School invited me to a
policy discussion during my term as prosecutor. I explained with
pride—to a group that included urban anthropologist Mercer
Sullivan—how Indianapolis had crafted an array of juvenile jus-
tice activities with the right mix of punishment and constructive
alternatives. Sullivan looked at me and asked whether I had any
real idea how urban teenagers processed the messages my office
directed at them—whether through prosecution, treatment
programs, or public pronouncements. He suggested that young
people interpreted these messages in a context quite foreign to
my own. Sullivan also suggested that meeting with the youths
whose behavior we wanted to change might yield quite different
assumptions. Civic entrepreneurs need to make sure they do not
replace one powerful arbiter of value with another—unless it’s
the client or citizen herself.

Growth Stunting

Another negative feature of the typical social service produc-
tion system is the inability to grow an innovation on the basis
of whether people actually want it. The power of the market to
force new products through old systems—and the demise of out-
dated products or services—does not exist in the social service
world. Here’s an insight from Joseph Schumpeter, the champion
of creative destruction in the marketplace:

“Most new firms are founded with an idea and for a definite pur-
pose. The life goes out of them when that idea or purpose has
been fulfilled or has become obsolete or even if, without having
become obsolete, it has ceased to be new. That is the fundamen-

tal reason why firms do not exist forever . . . the “natural” cause
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[of death], in the case of firms, is precisely their inability to keep
up the pace in innovating which they themselves had been

instrumental in setting in the time of their vigor.™

In Schumpeter’s world, a firm succeeds if its product attracts
customers. The social or civic sector has no analogous incentive
or disciplinary mechanism.

Entrenchment

When a new idea shows positive outcomes, in order to grow it,
the civic entrepreneur must beg government to redirect tax dol-
lars away from old providers or models to his new model (and
possibly new enterprise). Political success, not consumer success,
drives social service delivery systems. This reality requires the
inventor to excel at the political level. But Schumpeter’s cre-
ative destruction is not tolerated because even failed programs
almost always have vocal and strong constituencies. A program
in a delivery system not based on market choice can creatively
construct a new opportunity but not so easily destroy the old
program. Social innovations most often layer themselves on top
of older programs of dubious value.

According to David Osborne and Ted Gaebler in Reinventing
Government, “The single best way to make public-service pro-
viders respond to the needs of their customers is to put resources
in the customers’ hands and let them choose.” This chapter
looks for ways to give voice and centrality to the citizen.

In a system in which third-party funders, not end-users, set
funding priorities and set supply decisions, existing relation-
ships and the curse of professionalism create entrenched cadres
of connected incumbents. This incumbency advantage does not
result from some wicked political plot but, rather, is the logi-
cal outcome when individuals are understandably convinced
they are making a difference and do not wish to be subjected to
unnecessary disruption or risk. In Governing by Network, 1 wrote
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of the need for carefully configured networks of service provid-
ers to overcome the fragmented nature of service delivery. Yet
if government and foundations do not force these networks to
compete with one another for the right to provide services, they
will lose the imperative for responsive change.

Building a Public

During one of our Harvard sessions, Mark Moore challenged
the group with a question: “Where does the ‘public’ in public
will or public demand come from?” He referenced John Dewey’s
statement that the “problem of public leadership is calling into
existence a public that can understand and act on its own inter-
ests.” It reminds us that an engaged, well-informed public that
can reliably instruct government must be called into existence;
its presence cannot be taken for granted.

Someone must make this call; it could be the civic entre-
preneur proposing a new solution, a public or foundation leader,
or a group of civic activists with a mission to create space for
improvement. Yet too frequently the leaders within social ser-
vice delivery systems—donors, community foundations, and
government officials—are part of a community or professional
network that restricts the incentives for disruptive change.
Notwithstanding his experience at the Bradley Foundation,
which we discuss below, William Schambra, an expert on phi-
lanthropy, notes that foundations have been involved in public
policy for a long time, but few of their boards choose to risk
political and personal controversy over topics opposed by local
political interests.

Civic progress requires that those who advocate for new
interventions build a community of engaged citizens with the
power to demand change in social-political systems. This is
true whether the barriers come from iron triangles, bureau-
crats, unions, or incumbent providers. Civic entrepreneurs enter
the social realm to make a difference—to perform—and their
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passion and talent are often distinct from the legitimacy enjoyed
by incumbent providers or the political support enjoyed by the
well connected. Change advocates might try to rally citizens
by appealing to their rational side—for instance, by publicizing
studies that demonstrate a program’s lack of results. But as we
will see, capturing and amplifying the voice of the underserved
can be more effective in making underperformance politically
untenable.

The greater the challenge (the larger its scope, the more
controversial a solution, the more opposition to change) the
greater the amount of political will and number of intense advo-
cates needed. Some civic entrepreneurs help by developing or
building movements. Conger paraphrases sociologist Herbert
Blumer in writing that social movements originate in broad
changes in people’s values, including perspectives on their own
rights and responsibilities. These same changes can and should
elevate citizens’ expectations of themselves and their com-
munities. Yet the very social service institutions closest to the
community tend to restrict individual and collective action
when middle-class public officials design services for struggling
individuals.’

We do not here assume that a civic entrepreneur must play
all of the necessary roles. Some civic groups may specialize in
advocacy, others in policy development, and still others in grow-
ing a service delivery organization. Blumer identified four stages
in the development of social movements, and, he found, each
stage requires a different style of leadership. Stage 1, restlessness
and unease, needs an “agitator.” Stage 2, popular excitement and
unrest, requires a “prophet or reformer.” Stage 3, mobilizing, needs
someone to employ “tactics and discipline.” And stage 4, fixed
organization, calls for an “administrator.” The civic entrepreneurs
who shared their experiences with me fall into these categories.
Although few represent all four styles, when acting together
they cause system change. An entrepreneur might push open
space in a community to take her initiative to transformative
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scale, or she might take advantage of the space created by
another entrepreneur’s movement. Michael Lomax, for exam-
ple, relies on his experience in the civil rights movement, along
with the organizational reach of UNCEF into the homes of aspir-
ing minority students, to agitate for fundamental educational
change. Lomax lobbies the actors in the public education system
to improve the infrastructure. Himself a civic entrepreneur, he
makes space for other innovators through his advocacy of K-12
reforms, including more-rigorous academics for all students,
more creativity, and experimentation. Lomax also advocates
more options for families and better teacher preparation, but he’s
“agnostic” about specific interventions or solutions.

UNCF works to inform and activate students, their fami-
lies, and eventually the public to demand change. “The right
solution will be found by an informed consumer base,” Lomax
says. “We've been influencing influentials for enough time. It’s
not changing things. I believe that in a democracy, an informed
electorate is where the power is.”® As a first step he mobilizes
parents and families around the notion that something is wrong
“by demonstrating what it looks like, and feels like, when some-
thing is right.” Here is where civic entrepreneurial organizations
like TFA and KIPP and others play an important role in Lomax’s
vision—not only in generating new models but in demonstrat-
ing what a high-performing school looks like.

Iris Chen is president and CEO of the “I Have a Dream”
Foundation, which, like UNCE promotes opportunities in
higher education. Like Lomax, Chen sees the need for higher
expectations among parents in driving reform. She writes,
“Often our end consumers in the social change sector have only
seen the services they are stuck with and therefore don’t know
what ‘better’ looks like. For example, post-Katrina, when New
Orleans students were displaced to Houston public schools—
which were by no means stellar but were better than the schools
back home—their families were reportedly outraged to see how
much better public education could be than what they had
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settled for back home. With more equal information, we might
drive up demand.”

In the pages that follow, we focus on calling the public into
existence by giving voice to three groups of citizens: those who
need the help, those who want to give it, and those interested
in how their community responds to its challenges.®

Tapping into a Shared Identity

For Sara Horowitz, who had grown up in a union family in
Brooklyn, the plight of the working class was hardly abstract.
After many years in labor law and organizing, Horowitz under-
stood that although unions represented employees in organized
sectors such as education, health care, and building trades, an
increasingly large segment of hard-working, relatively low wage
workers in unorganized sectors were falling through the cracks.
These freelancers, consultants, independent contractors, temps,
part-timers, contingent employees, and self-employed people
make up about 30 percent of the nation’s workforce.

Horowitz perfectly exemplifies the first step in calling forth
the public: tapping into a shared identity or interest. Early on,
her biggest challenge was literally finding freelancers—no facto-
ries to stand outside of—and then organizing individuals that do
not “necessarily think of themselves as a group.” In building her
organization, Working Today, Horowitz fell back on an earlier
lesson that people are complex and have multiple identities, not
just a single, well-defined identity, whether it be “steelworker or
Catholic or Midwesterner or gay or of color.” Horowitz explored
the question, “How do you activate a web programmer or mas-
sage therapist to also identify as a freelancer, an identity that
they might not have realized?”

As a first step, she needed to focus on a common interest
identified by the community itself. Communities are animated
by word of mouth. The freelancers chose health insurance as
their top priority. Horowitz began there and added other benefits
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relevant to the evolving world of an independent workforce.
By 2009, Working Today’s national membership had grown to
120,000, of whom 20,000 had bought health insurance.”

Immigrant communities often possess a natural cohesion that
can stimulate the demand for better services. Suzanna Valdez,
chief of staff to Miami Mayor Manny Diaz, suggests that schools
occupy a key position with immigrant parents whose children
are interpreters, educators, and navigators for them. Educators
tend to have significant authority and credibility among immi-
grants. Organized properly, Valdez explains, schools can reach
out to parents, first involving them in their own education at
the school—perhaps in a course on financial literacy—and then
structuring their involvement with their children’s education.
The parents can then be mobilized as a constituency group that
advocates for school improvements.!" The model works unless,
of course, the local school itself is the problem—in which case
the parent-teacher conduit reinforces the status quo rather than
advocating for change.

Gaining Trust and Commitment

As Working Today grew, Sarah Horowitz continued to nurture
her relationships with its members, moving from leveraging the
common health interest to mutual trust. She did this in part by
solidifying her reputation for reliability and creating a strong infra-
structure and service model. Once Horowitz had an established
and cohesive organization that was providing health benefits,
she started a 501(c)(4) organization to increase her constituents’
advocacy efforts. It tackled the double tax for freelancers. “We've
been able to parlay that cause into action,” she says. “We have
a bill that has passed the New York State Assembly which will
reduce the double tax on freelancers in New York City, which is
incredibly regressive against low-wage freelance workers. That
progress occurred only because we have 70,000 members in New
York, and are the fourth largest union in the state now.”"
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[ initiated management reform in Indianapolis city govern-
ment because we had to wrestle down the operating costs of
government in order to fund the capital investment in long-
neglected neighborhoods. Predictably, the operating changes
churned up significant opposition from legislators, public bureau-
cracies, and labor unions that cared deeply enough to resist me
mightily (at least initially). Meanwhile the majority of voters,
including those who favored the reforms, were not passionate
about them. Anticipating this engaged opposition—and casual
support—as a political stumbling block, we quantified the sav-
ings and pledged to invest those dollars in specific projects under
the umbrella of Building Better Neighborhoods. Residents of
long-neglected neighborhoods witnessed their wins and became
the face of change. Subsequently, when we took on the state’s
child welfare bureaucracy with aspirations to transfer some of its
functions to community-based nonprofit providers, those same
neighborhood residents helped us lead the change. Looking
back, I have no doubt that building that trust and commitment
among community residents provided the building blocks for
success.

The Indianapolis story reflects one way to develop citizen
trust—responding to engaged residents who demand better ser-
vices and then participate in their delivery. The other sections
of this chapter deal with funders trusting citizens in need to
make the right decisions for themselves, whether with vouch-
ers or in how they participate in solutions that reflect higher
expectations.

Animating the Face of Change

In June 1996, 250,000 people gathered in Washington, D.C.,,
to “stand for children.” The event, inspired by Jonah Edelman
and organized by the Children’s Defense Fund, called into exis-
tence a public committed to advocating for education reform.
Edelman, encouraged by the event, started an organization
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called Stand for Children in Washington State. As of 2009,
Stand for Children had expanded to Massachusetts, Oregon,
Tennessee, and Colorado, operating both a 501(c)(4) mem-
bership organization and a 501(c)(3) training and leadership
development organization.

Stand for Children combines traditional grassroots
campaigning with the strategic thinking and the measurable-
impact-orientation of a civic entrepreneur. Its work illustrates
another step in leveraging public action: Once you have acti-
vated a group, give its members the tools and direction to build
broader public support by amplifying their voices and shining a
light on the realities of poorly performing actors and systems.

Edelman mobilizes citizens—especially the parents of
schoolchildren—to hold their elected officials account-
able around education issues. This group becomes the face of
change—turning it into something more tangible and familiar
that citizens can mobilize around.

Edelman’s strategies include leadership training and mentor-
ing for community members around how to mobilize a statewide
grassroots campaign to hold incumbents accountable and help
elect officials with friendly agendas. “Our notion is that we can
combine best practice research that’s out there with the energy
and passion of the constituents needed to make those changes
happen,” he says. “People don’t just sit down in their homes
or church basements or school libraries and say we really need
to improve teacher quality by improving schools of education,
holding schools more accountable, etc.””

Stand for Children also stresses careful issue identification.
“We have overarching issue criteria,” Edelman says. “We won’t
take on any issue unless it’s broadly and deeply felt, non-divisive,
achievable, immediate, easily explained.” In Portland, Oregon,
for example, Stand for Children has helped to pass—through
the city council and then through a referendum—a property
tax levy that has benefited more than forty thousand children
through new pre-K and out-of-school-time programs. Edelman
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chose to avoid more partisan and divisive issues, at least until he
had gathered the strength and the size to take on both statewide
and local campaigns.

Data, too, helps to mobilize public support for change. In
Portland, the Stand for Children staff used research from the
New Teacher Project to demonstrate problems in the existing
hiring system. Stand for Children members then partnered with
the New Teacher Project to advocate for a school-based hiring
system, which indirectly resulted in the seating of seven new
school board members sympathetic to the reforms.

Edelman understands that politicians and policymakers con-
vert a public expectation for results to actual change inside social
service delivery systems. Indeed, Stand for Children was the first
advocacy or mobilization organization that New Profit brought
into its portfolio of civic entrepreneurs. As Kirsch explains, “We
need to get the demand side to be pulling for these innovations.
The way Stand for Children has organized it, because Jonah’s an
entrepreneur at heart, provides more of an emphasis on ensuring
that there’s a demand for innovation.”'* Edelman fundamentally
believes in “the power of marshalling the collective capacity of
citizens so that there’s a shift in the balance of power.” He says,

“The social entrepreneur world has yet to fundamentally figure
out how to get from here to there. The charter school notion
is that we're just going to get enough charter schools going
and somehow it’s going to change the public education system.
There’s that theory of we're just going to shame the union into
performing or we're going to show what’s possible. But there’s no
cause and effect there. What’s missing there is a political ques-
tion—what’s actually keeping the system from changing and
what would it take to effect change?’"

Teach For America understands the importance of the link to the
political so well that it has launched a major initiative to develop
political and educational leadership among the TFA alumni
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ranks. TFA knows that its teachers alone cannot change the sys-
tem; thus it seeks to build a force of political leaders who have the
conviction and insight that come from teaching in low-income
communities. John Gomperts, the president of Civic Ventures,
suggested to me that perhaps TFA’s most valuable contribution
will turn out to be that of its alumni, who use their positions of
authority as superintendents, dedicated civic leaders, and the
like to promote innovation through charter schools, fellowship
programs, and other creations. This important observation chal-
lenges us to think about how a program can scale up through
grassroots action. TEA’s Political Leadership Initiative shows the
organization’s dedication to system change through knowledge-
able life-long civic leaders as well as by strong teachers.

Similarly, Alan Khazei, cofounder of City Year, has created
an advocacy organization called Be the Change that utilizes a
grassroots and “grasstops” approach to policy change. Public
support for this organization’s mission, however, comes from
mobilizing the voices of those who are moved to serve rather
than those who are affected. Be the Change recently pushed
(successfully) for a reauthorization and expansion of national
service programs like AmeriCorps. Khazei mobilized thousands
of citizens through a network of hundreds of service and volun-
tary organizations. He also organized a national event that drew
presidential candidates Barack Obama and John McCain, pro-
viding further support for his cause.

As Khazei understands after two decades as the country’s
leading advocate for national service, creating demand for social
change requires that the civic entrepreneur build political will
among either the elites who control the assets of the delivery
system or the citizens who call the elites to account—or both.

Growing a Movement

In Miami, Florida, I learned how a civic entrepreneur rallied the
public—similar to Dilulio and Goode’s efforts for the children of
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prisoners—to invest in an unmet need. In the 1990s, Governor
Lawton Chiles recruited David Lawrence, Jr., the publisher of
The Miami Herald, to his bipartisan Governor’s Commission on
Education and, subsequently, to chair the task force on school
readiness. Lawrence, who had little experience in the field,
quickly grew passionate about early childhood development. “I
became so enthralled with what I thought was important for the
future of my country and my own community that I decided to
retire to work full-time on this.”®

Lawrence read everything he could get his hands on and
traveled the country asking questions of experts in high-quality
early childhood development, care, and education and in move-
ment building, from those at the Yale Child Study Center to
Lisbeth Schorr. “Any talents or strengths I have as a journal-
ist, I used,” he says. Within months Lawrence began leading
an impressive—and ultimately successful—campaign for state-
wide and free pre-K schooling for all four-year-olds and for The
Children’s Trust, a dedicated funding source for early inter-
vention and prevention programs in Miami-Dade County.
His approach to mobilizing support for The Children’s Trust
involved strategies and messages that together represented
another step in building public demand—understanding your
audience and opposition well enough to know how best to
engage them in a broader movement of diverse constituencies.

Residents approved both The Children’s Trust and universal
pre-K in fall 2002 by wide margins. The pre-K initiative became
a national model for parental choice. “Parents of four-year-
olds ought to have a choice of public, private, and faith-based
settings,” says Lawrence, “provided that they meet quality stan-
dards. I don’t know how you would do that without a voucher.”
The impact has been tangible. In 2009 almost 160,000 of
Florida’s four-year-olds were enrolled in the program.

Lawrence focused not on “those” children but on “our” chil-
dren, while realizing, of course, that some children need a lot more
help than others. In order to increase public support, he added a
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sunset provision and an independent board and, most important,
a name, The Children’s Trust, that said it all. “We are certainly
on the side of the angels,” Lawrence says, “but we needed to make
the case with voters that this was about practical investment in
children’s lives and futures and that voters could feel that their
property tax dollars would be prudently, honestly spent.”

“In an issue campaign,” Lawrence says, “it’s not the same as
running for mayor or senator or governor. | think the secret in
an issue campaign is to have no opposition.” Lawrence called on
all the relationships he had built with Miami’s civic and busi-
ness leaders while heading The Miami Herald—city and county
officials, community leaders, health and education leaders, faith
leaders, children’s advocates, and more. He also mobilized the
public around this issue by combining listening to people with
appealing to their interests. A true civic entrepreneur, Lawrence
understood that “calling a public into existence” is necessary
not only to shake up entrenched incumbent providers, but also
to drive new resources toward an unmet need—with the poten-
tial to positively impact hundreds of thousands of lives.

Leveraging Social Media for Change

Lawrence deftly used the media to motivate Floridians on behalf
of social change, but this effort to expose an unmet need does
not come easily. Even when the impact of poverty or violence
is clearly visible, providers and government funders often use
opaque processes or confidentiality rules to hide poor perfor-
mance. Increasingly, social media tools allow individuals to
mobilize their fellow citizens in a way that grabs the attention of
government and service elites. Imagine citizens virtually march-
ing on city hall. We saw this when Ashton Kutcher and Kevin
Rose asked their two million Twitter followers to demand a
response from elected officials about ending malaria.

These tools not only change how advocacy efforts occur but
also fundamentally democratize news gathering and reporting,
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following a trend of devolving control over information from
authoritative experts to citizens. Social media will continue to
produce opportunities for creatively constructing a new model
of citizen participation. Paula Ellis, the Knight Foundation’s
vice president for strategic initiatives, a member of our execu-
tive session, and a former reporter, suggests the upside of this
lack of boundary between citizen and journalist. Ellis prefers the
wisdom of the crowds because, “I'm never sure that the arbiter
of value, whoever it is, is acting in my self-interest or the self-
interest of people I care about.”"

Alberto Ibargiien, also a former publisher of the Knight-owned
Miami Herald, who today serves as the foundation’s president and
CEQ, points to the Knight Community Information Challenge as
a key example of the foundation’s focus. The Challenge provides
$4M a year in grants to community foundations to “find creative
uses of media and technology to help keep communities informed
and their citizens engaged.”® An engaged citizenry, according
to Ibargiien, needs to be able to pursue what he calls “their own
true interests.”” The way Ibargiien and Ellis think about the role
of community in nominating problems and fashioning solutions
closely parallels Brian Gallagher’s rethinking of the role of United
Way—using community learning to transform how we solve com-
munity problems.

However, we add another step—activating citizens who will
pressure funders to redirect underperforming resources toward
higher-value solutions. Such pressure comes, for example,
when community-based reporters or bloggers comb government
data, make sense of them, and broadcast the information to
force change. Thus, mobilizing citizen demand for transformative
social progress via social media requires access to performance
and financial data, plus an engaged community that will post
reactions to programmatic involvement.

In the absence of a consumer market for social services,
community leaders need to more effectively capture and orga-
nize citizen feedback. I am reminded of a visit some time ago
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to a group of mothers in an orientation room at the pay-for-
performance job trainer AmericaWorks in New York. I asked
the thirty women present to raise their hands if they thought the
city welfare department had helped them. After a little laughter,
just two people responded affirmatively. Today, texting, Twitter,
and other 2.0 tools would allow that room full of people needing
help to digitally “blow the whistle.”

Dominic Campbell, a leading proponent of using 2.0 tools
to promote third sector involvement, contributed to my under-
standing of the potential of social media when he filled a small
conference room above a London café with social technolo-
gists. Among the varying approaches to engagement they shared
with me, one simple application best illustrated how citizen
interest could be amplified. AccessCity encourages London
residents to travel the city and post pictures, text messages,
and “tweets” about the worst public spaces in the city for per-
sons with disabilities. This interactivity allows citizens to spot
a public problem and demand a solution at the same time. The
site uses mashup software that requires no new hardware; citi-
zens use their own cell phones equipped with cameras and video
recorders. According to AccessCity organizers, the site “shows
that what meets the needs of official accessibility targets does
not necessarily meet the needs of the people using the city on a
daily basis.”®

Ben Hecht is an experienced civic entrepreneur who now
leads Living Cities, a coalition of some of the nation’s largest
philanthropic foundations and financial institutions. Hecht
argues that the Internet’s potential to “wholesale social change”
will supplement philanthropy’s capacity to drive social progress.
The sector must, however, provide the legitimacy and financial
capital to create space for both experimentation and the growth
of civic entrepreneurial efforts that leverage social media.”!

Former Ashoka fellow Steven Clift provides another exam-
ple. His e-democracy.org has fifteen years of experience engaging
the public online. Because most online efforts fail owing to lack
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of participation, e-democracy.org invests heavily in outreach and
recruitment. And, consistent with what we found earlier, Clift
first engages people on their close-to-home interests in neigh-
borhood-based “Issues Forums”—the most successful of which
daily engages 10 percent of all residents in one Minneapolis
neighborhood.?

Similarly, Ellis approaches her work at Knight with the
assumption that community engagement relies on an emotional
attachment to place; on information and the meaning you assign
to that information; and on opportunities to participate. But
Ellis wants more evidence and a tangible understanding of com-
munity engagement. [s a more engaged community going to do
better? What makes a community more engaged? She searches
for what civic and community leaders can do to engage more
citizens in improving their communities and, by extension, their
lives in a measurable way.

While we explore above options for emulating market pres-
sure for constructive change, we also consider how organizations
can better communicate information to alert and activate citi-
zens. However, the very information fragmentation that many
complain about carries with it great promise. Because the public
agenda is so much more difficult to shape now, change in any
system must enjoy broad networks of support. And it must have
the support of those whose lives will be most affected. According

to Ellis:

“Too often ‘experts’ believe they have the rational answer
founded on evidence. They ask the public to trust them. They
miss the ‘wisdom of the crowd’ and solutions flounder because
they lack a true empathetic understanding of each stakehold-
er’s perspective. To thrive in these times of rapid change, we
need the time and talents of all citizens. We need to create
more pathways for their engagement. We live in a time of de-
institutionalization. The time is ripe for a citizen-centered

agenda.””
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"“Client” Choice

Describing the individual as the central mover of civic prog-
ress can mean many things. As discussed in the first half of this
chapter, individuals advocate for what is in the best interests
of their community—in effect raising the public’s expectations
for the quality of services provided in our society. We also trust
the citizen when we give him responsibility and the freedom
to choose where to get help. It also means trusting that with
the right encouragement and expectations, individuals will
act responsibly, and become productive members of civil soci-
ety. This is the transformative power of personal responsibility,
which can lead to a cultural shift toward higher expectations
among individuals and within a community. Success breeds
success.

A brief return to pre-K shows why parental/client control
through choice produces value. To a professional school admin-
istrator, pre-K appears to be exclusively an education decision.
But a four-year-old’s education cannot be configured separate
from other essential family concerns, such as child care, trans-
portation, the child’s individual characteristics, and sibling
issues. When parents make school choices, they take on greater
personal responsibility for their child’s future, and often can find
better options for him or her.

A competitive system will correct itself more quickly than a
system without choice. KinderCare, for example, views itself as
among the highest-quality providers available. Its concentration
on curricula, building design, parental involvement, and feed-
back impressed me. But because it has more than 2,500 centers,
some parents would inevitably have a bad experience. When
that happened, the company took action or the parent took
the child and walked—to a neighbor’s at-home child care, to a
religious center, to a private competitor, or perhaps to a public
school. No one in the company could order the parent back.
The market, when regulated correctly, enhances quality.
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[t is no surprise that choice also produces substantial contro-
versy. Some people oppose school choice because they claim it
undermines public (government) schools; others resist because
of well-documented challenges to successful implementation.
For example, the National Center for the Study of Privatization
in Education at Columbia University lists the potential risks in
voucher systems, including increased inequality, limited choices,
increased costs, and loss of education as a matter of public
discourse.*

Nowhere do we see that controversy more alive than in
efforts to pursue private school choice, or vouchers, in K-12
education, but scholars on both sides of the debate have iden-
tified helpful lessons. Political scientist Jeffrey Henig cautions
against over-exuberance for choice, but suggests that school
choice can play two important roles: as a “safety valve for moti-
vated families seeking immediate relief from unsatisfactory
conditions and as a social indicator that can help public author-
ities identify problems and target responses.”” The steps to
effective implementation of choice include making information
on existing options more transparent and available to parents;
making choice available at the right age; being intentional
about the differences between school options; and involving the
community in decision making.

Choice can be a powerful mechanism for putting decision
making back into the hands of clients or parents, who force
us to pay attention to the voice of the citizen. Here we do not
seek to engage in the political arguments around choice, namely
whether to apply choice as a means for holding social produc-
tion systems accountable for performance. Rather, we advocate
for its use to ensure that the voices of clients are heard.

Michael Joyce, while he was president of the Bradley
Foundation, trusted parents to make the best decisions for their
children. At a dinner in Indianapolis organized by neighborhood
activist Bob Woodson, I heard Joyce’s unwavering passion for
this cause; he had no interest in hedging his bets or balancing
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his investments. He wanted choice. Led by Joyce and William
Schambra, Bradley championed a fight nearly two decades long
for school vouchers in Milwaukee. In doing so, the foundation
took on political controversy almost unprecedented for a phil-
anthropic organization. We go into some depth on the campaign
not solely because of its commitment to vouchers, but because
it shows the deft use of a broad array of tools by an unusually
policy-committed foundation interested in creating space for
the innovation it favored.

Joyce joined with Michael Holt, editor of Wisconsin’s largest
African-American newspaper, to encourage Governor Tommy
Thompson to support a pilot voucher program. The coalition
had accomplished the first step of engaging people around a
shared interest. The state responded with support for a limited
school choice system capped at a thousand children.” Bradley
followed with extensive grants to build capacity in participating
schools.”

But with religious schools barred from participating in the
pilot, the number of private schools involved (seven) was so low,
and the number of quality schools involved so limited, that only
341 students took part in the first year. In response, Joyce gained
Mayor John Norquist’s support for privately funded vouchers for
Catholic schools and joined forces with business and other lead-
ers to help form an education innovation group called Partners
Advancing Values in Education (PAVE). In 1992, with the help
of a $1.5M grant from Bradley and $2.5M from local businesses,
PAVE made a three-year commitment to pay half the tuition for
1,900 students who wanted to attend private schools or religious
schools.?

The local business community, seeing a strong link between
better public education and its need for skilled employees, began
to put the full weight of its lobbying power behind proposed
legislation to expand choice in Milwaukee schools. Bradley’s
investment and its continued advocacy work paid off. In 1995
Wisconsin passed legislation authorizing school vouchers for
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about seven thousand students, and religious schools were
included in the program.”

The local paper and most community leaders still opposed
choice. The ACLU filed a lawsuit against the new legisla-
tion, and the state supreme court issued an injunction to stop
the program just days before the start of the new school year.*
Ironically, Schambra calls this the action that tipped pub-
lic opinion toward supporting school choice. The Milwaukee
Journal-Sentinel ran a front-page story accompanied by a photo
of a distraught mother who had just heard that her two daugh-
ters would not be attending the school they had signed up for.
Thousands of other parents had signed their children up for
new schools. People saw the woman’s despair, and public opin-
ion shifted dramatically. Under the leadership of PAVE, Bradley
and others raised funds to replace the money lost by the court
injunction. The community rallied around the effort to support
the affected families, with the local newspaper reporting regu-
larly on how much money the community had raised. Schambra
remembers that the “anti-school choice forces became anti-poor
and anti-education, while supporters became the good guys.” In
the end, PAVE provided the funds for 4,650 students to attend
their schools of choice.

When the state Department of Instruction tried to limit the
program by heavily regulating participating schools, the leader-
ship at Bradley organized a cadre of lawyers to “beat back the
regulations,” easing the burden on schools that might otherwise
have opted out. By the 2001-2002 school year, the number of
vouchers exceeded the number of slots available in Milwaukee’s
private schools by four thousand. In response, Bradley Foun-
dation stepped in again, with its largest gift ever—$20 mil-
lion to PAVE to help Milwaukee’s top private schools expand
capacity.’

We present the Bradley story not just to make the case for
choice but as an exemplar of how a foundation interested in
change might go about creating the conditions for reform by
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catalyzing the interests of the clients. As Schambra describes it,
“The virtue of funding the voucher system was to give parents a
taste of choice, an example of personal power and responsibility
which they had not had. Their choices had always been dictated
to them. And choice in education is a most critical choice.””

The Bradley Foundation’s effort provides a road map for any
funder, left or right, looking to drive social change. It funded a
broad range of tools available to foundations looking to drive
change: research, public official awareness, grassroots grants (in
this case vouchers), capacity building at schools, parent organiz-
ing groups, and litigation support.

But both choice and community engagement, online or off,
require that professionals and bureaucrats be confident—and
willing to accept—that individuals do not require that these
decisions be made for them and that some people will make bad
decisions. This confidence in most people to take advantage of
opportunity leads us back to J. B. Schramm and the expectation

gap.

Curing the Expectation Gap

Mitch Roob, Secretary of the Indiana Family and Social
Services Administration, recently told me with genuine exas-
peration, “We are spending $9B a year on poverty and not mov-
ing the needle at all.” He then recounted his conversation with
a leading social service professional who told Roob his job at the
state was not to solve the problem but to help provide for people
who are poor.”

The American dream will be relevant to more children only
if we lift our expectations of them and of those working in the
systems that deal with them. I took up this inquiry during an
interview with J. B. Schramm in his crowded office in an improv-
ing Washington, D.C., neighborhood in 2009. I asked him to
explain College Summit’s extraordinary success at increasing
the number of high schoolers going on to college. He responded
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that his primary product is developing a college culture inside a
school such that it grows from within—through peer leaders, for
example. Schramm sees real power in changing student behav-
ior by creating what he calls energy or optimism that says, in
this school, “going to college is what we do.”**

College Summit succeeds in getting schools to seek this cul-
tural transformation by developing a peer leader program and
equipping teachers with enough information to be “college posi-
tive” and “college savvy.” College Summit relies on teachers to
“nag” students about application deadlines and the like—some-
thing that students in suburban schools expect but urban stu-
dents receive neither from counselors nor at home, especially in
families in which they will be the first to attend college.”

Schramm’s straightforward “let’s simply raise the bar”
response reminded me of two similar observations. I once asked
Jerry Miller, who had started a pay-for-performance welfare-
to-work company after leaving Michigan state government, to
explain his success. My question came at a time when similar
government efforts were struggling. Miller explained that his
company simply expected, and insisted, that individuals go to
work. By aligning performance pay to this expectation, he per-
mitted no exceptions and radically changed the culture.

Years earlier, during a tour of the Indianapolis juvenile
detention facility, I noticed the prevalence of graffiti and grime.
In response to my question about the center’s appearance, the
manager made some gruff retort about the quality of the peo-
ple who stayed there. Shortly thereafter, I visited the juvenile
facility in Louisville, Kentucky, and saw not a mark anywhere. |
asked the facility’s manager how he kept the place clean and he
responded that they simply did not allow the alternative.

While prosecutor, I had the opportunity to spend some time
with George Kelling learning about the “broken windows” the-
ory that Kelling and James Q. Wilson first published in 1982.%
If you pay attention to small problems, fix them immediately,
and thereby encourage others to take similar responsibility,
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small problems will not grow into big ones. Kelling and Wilson’s
breakthrough discovery became a key crime-fighting strategy. To
me, it also provides an important lesson about expectations—
proof that individuals and neighborhoods respond to new norms
and tipping points. Schramm and the manager of the Louisville
juvenile facility both understood that lower expectations
become the broken windows of social service, leading providers
to accept lower performance and greater dependence.

In this sense, curing the expectation gap involves values,
both personal and civic. However, when values become less
widely held—as with, for example, marrying before one has
children—public-sector navigation around them becomes more
problematic. Isabel Sawhill, an expert on domestic poverty, tries
to bridge the divide between the structural or economic forces
that underlie poverty and its cultural or behavioral components.
As Sawhill writes, “If you stay in school, work hard, marry, and
have a reasonable number of children, you may struggle finan-
cially, but you will not be destitute.” But she believes that
effective interventions “must be both generous enough and suf-
ficiently tied to desirable behavior to be effective.””

Predicating transformative change on values like personal
responsibility creates substantial dissonance. In Indianapolis,
when we added into our child support enforcement an effort
with faith-based and other providers to convince young men
and women that out-of-wedlock teenage childbearing was a bad
choice, our campaign sounded too judgmental to many. So our
local service providers, who tended to be deeply tolerant indi-
viduals intrinsically motivated to help others, shied away from
discouraging bad choices.

For example, | became concerned that child support enforce-
ment focused too much on money and not enough on father-
hood. But when I proposed that some fathers be forced back into
the lives of their children, the social service system responded
with considerable alarm. When I was mayor, my office asked the
Superior Court judges and the county prosecutor to give men
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who were failing to pay child support an option: They could
participate in a combined job training and fatherhood initiative
instead of receiving the normal sanctions, which included jail.
Some time later | attended one of these fatherhood/job-training
sessions with men who “chose” the program as preferable to jail.
These supposedly “incorrigible” fathers radiated optimism and
commitment to their new responsibilities to work and their chil-
dren. High expectations, the right supports, and clearly shared
values produced results.

Bringing It All Together:
Family Independence Initiative

Traditional programs may have a good idea but low expectations
of what their clients can do. Maurice Miller, an exciting civic
entrepreneur from San Francisco, demonstrates how to use ele-
vated expectations, personal responsibility, and social networks
to realize transformative social change.

Miller had experienced the top-down intervention efforts
that typify social service professionalism throughout his career
in youth services. Public and private funders dictated the supply
of providers (“We only want one service center in that neigh-
borhood”), while social workers often treated clients in isolation
from their networks of family and friends. Clients rarely con-
trolled services or exercised choice because they did not have
money to pay private providers.

Miller started his service career teaching construction to San
Francisco youths involved in gangs. He observed the influence
of meaningful relationships—gangs, friendships at the work site,
and even “the positive things that happen to these kids when
they got in with a good woman; she stabilized them.” Miller
saw these relationships as more important to the youths’ suc-
cess than his teaching, and he became invested in keeping dat-
ing relationships stable, because they kept the young men on an
even keel.” He believed so strongly in the power of relationships
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that he seriously considered closing down the training program
in order to start a dating service.

Instead of launching the dating service, however, Miller
spent twenty-two years as executive director of a multi-service
community development agency in the San Francisco Bay area.
He hired 120 employees, including social workers, case manag-
ers, employment specialists, and other professionals, as his Asian
Neighborhood Design grew into a $10M operation. His agency
even caught the attention of President Clinton, who invited
Miller to his 1999 State of the Union address.

After a number of years running the successful agency,
Miller grew dissatisfied. “I was filling in the pieces I assumed
were missing in their lives,” he says. “I had housing programs,
employment programs, organizing programs, you name it, try-
ing to fill these gaps. But my program staff only dealt with that
individual.” These youths had other relationships outside the
agency, but funders would not give Miller money to leverage
relationships—only to “do something” with (or to) the youths.
In other words, no dating service.

Most people in Miller’s program did not need services as
much as help building healthy and stabilizing relationships with
those closest to them. The biggest challenges Miller found in
his work came not from participants but from the social service
delivery network in which he was operating. The traditional
social work model ignored parents and significant others—or,
even worse, distanced clients from them. Family “should be the
first line of defense for everybody,” Miller says. “You always go
back to family and community. And if you can’t find it, then
the state may have to come in.” Miller wanted to go through
the family and friendship networks to reach individuals, in effect
to provide families “with a way to help each other.”

A needs-based approach distrusts citizens and restricts their
progress. In the traditional service model, the more one hurts,
or the greater the need, the more resources are dedicated to the
client. In this framework of distorted incentives, Miller says,
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“We actually reinforce the negative.” He sees rewarding positive
behaviors as a powerful way of raising people’s sense of responsi-
bility and their expectations for what is possible. “What we need
is a different system to help people become middle-class,” he
says. “You can’t reform a needs-based system. You set up another
system that people can jump to.” Miller used these discoveries
to establish a system based on citizen choice, personal responsi-
bility, natural relationships, and positive incentives.

Miller’s approach relies at its core on the program’s ability to
stabilize individuals by recruiting and involving family networks.
He says, “We go through either churches or social service pro-
grams that know the families in a community. I'd been in San
Francisco for twenty years and knew a lot of the families.” As
he did with the girlfriends of the young men in the construction
training program, Miller bases his success on enhancing family
and peer relationships. Miller serves the working poor—those
earning up to 30 percent above the poverty level—not homeless
or broke, but living paycheck to paycheck and at risk of failing.
These families sometimes receive a little support from govern-
ment programs, but they are not totally dependent on them.

Miller also looks to identify networks of friends and incor-
porates these connections into FII’s (Family Independence
Initiative) work. Families in the program are asked to come in
with five or six friends to be interviewed together. “If they can’t
produce those five people, then you know they’re not sufficiently
connected,” Miller says. He knows that most benefits materialize
when families have a reasonable amount of social capital in the
neighborhood. “People within this sector don’t see much peer suc-
cess. So if somebody succeeds, people pay attention. . . . We don’t
take the ones that are likely to succeed, mostly because they won’t
create a ripple.” Once the family group has been identified, each
member signs an agreement to report monthly to the FII, attends
orientation, and gets a computer. “Their responsibility is to give
us stories and access to whatever is going on,” Miller says. “Our
responsibility is to send them a check once we verify all of that.”
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Individual households report on positive behaviors—each of
which earns them $25. There are hundreds of positive actions
to report, from taking a class to participating in an after-school
program. “We just want them to make sure that they give us the
data on what they have done,” Miller says. “Every third month
we audit what they reported. So we’re going to see report cards
if they report that their kids’ grades went up. We're going to
see that their savings did go up. We total it all up and give up
to $500.” The program staff intentionally creates space for the
participants to learn from one another and to come up with
solutions. As the participants receive more checks, they step
up to fill the leadership vacuum. Gradually the power dynamic
changes, and the participants are no longer asking the staff,
“What do you want us to do?” as the traditional service model
has programmed them to do.

The model illuminates the motivational effect of family
and friendship networks on individual behavior—the power
of relationships that Miller identified early in his career. But it
also influences collective behavior. In other words, the benefits
spread throughout the participating families’ communities.
Because FII works with lower socioeconomic levels, among
immigrants characterized by large family networks and tight
communities, its support extends to the wider circle connected
by culture and language. “We know that they don’t talk to just
the four or five other families in their core group,” Miller says.
“They have other friends. So we said, ‘If you think this would
be helpful to your friends, start recruiting them. But you need
to understand that if you bring them in, you’re responsible for
them,” Each participant typically refers more than ten addi-
tional families from his social network.

Miller likens this effect to the immigrant model whereby
the first family settles in a neighborhood or gets into a partic-
ular line of business, and others in the community follow. A
youth’s behavior affects his parents and then his peers. “It then
starts spreading,” Miller says. “Your expectation of not just your
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Political Cover and Incentives

New York City serves as the focal point for the conditional cash
grant program, a particularly interesting and controversial anti-
poverty effort that pays individuals who accomplish certain
activities—making and keeping dental appointments, improving
grades. One program rewards exemplary school performance with
cash. As Bloomberg explains it, “In the public sector, we believe
that financial incentives will encourage actions that are good
for the city and its families: higher attendance in schools, more
parental involvement in education, and better career skills.”®
New York’s experiment has triggered a debate about whether
paying individuals for things they are expected to do anyway
enhances or undermines responsibility. Early results suggest that
these incentives work; but, importantly, the debate shows the
need for investing not just financial but political capital in order
to facilitate civic entrepreneurship. Deputy Mayor Linda Gibbs
describes this program as “too controversial, in our opinion, to
start with public funds.” She says, “We have created the program
entirely with foundation support. We've engaged those foun-
dations as our partners in arms to sell and defend the program,
expanding the protective force around it.”®

household but also your friends starts changing. It’s that change
in expectation that serves as a catalyst for higher expectations.
Others in the community need to see themselves in the family
that is succeeding.”

Participating families experience clear benefits. In two
years among the San Francisco cohort, households increased
their income by an average of 20 percent; half the school-age
children improved their school performance; three out of five
households reduced their debt; and three out of four increased
their savings. Word spread quickly. In just six months of recruit-
ing by the initial sixteen households, two hundred new families
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contacted Miller. Yet the model is still young, and Miller con-
siders it a learning project. Remembering his experience at
Asian Neighborhood Design, Miller says, “I can give you figures
that we always succeeded. It didn’t change anything. Every non-
profit shows you figures that they succeeded, but nothing really
changed.” FII helps those in its programs succeed in a market-
based economy by relying on their personal abilities rather than
the support props of the traditional welfare system.

Many existing social service providers find themselves frozen
in the status quo by their own frames of reference—they assume
that their clients cannot live without them. This view becomes
a self-fulfilling prophesy as those who need help look increas-
ingly like problems to be managed rather than people with
unrealized potential. Miller acknowledges that the most difficult
cases—people in crisis and living alone—will need substantial
publicly funded services. But he also believes that others in cri-
sis who have connections to family, friends, neighborhoods, or
religious institutions can be helped by drawing on their social
networks.

Conclusions

By definition, civic transformation requires citizen activism, and
it requires government and other funders to support and not
accidentally supplant that activism. Trust can be predicated on
citizen choice as in a voucher-based delivery system that forces
more responsiveness to clients. It can also come from a competi-
tive delivery system based on results, as suggested in Chapters
3 and 4, which makes the systems quicker to respond to client
needs.

Continuous improvement requires an open environment
and a demand for performance. Yet incumbent organizations
resist change in a social delivery system, often overwhelming the
fragmented interests of individuals who would directly benefit
from reform but either do not know or do not believe they will
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benefit. That is why the entrepreneurs in this chapter worked so
diligently to animate parents and other stakeholders.

In the same way that citizens must expect more from social
production systems, those systems must expect more from citi-
zens. For example, citizen trust produces breakthrough results
when service providers radically raise their expectations of what
their clients can achieve, or when people providing help con-
dition it on important values of work, family, community, and
faith. The elevated expectations that civic entrepreneurs have
of themselves and others are more than just hopeful enthusiasm.
They powerfully influence how those people view their work,
allowing them to see potential and opportunity in people and
their communities where others see only risk.
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Civic Actions: Chapter 5

Engage individual citizens both in identifying problems and in
solving them. To fight against the curse of professionalism, call
into existence an engaged, well-informed public.

Tapping into a Shared Identity

Activate citizens by tapping into a shared goal or interest.
Meet people where they are—such as church or school—to
tap into existing identity.

Mobilize families around the notion that something is wrong
by showing something right.

Building Trust and Commitment

Solidify a reputation for reliability.

Furnish the activated group with tools and direction to build
broader public support.

Hold elected officials accountable.

Animating the Face of Change
Build broader public support by capturing the voice of those
most affected.

Amplify that voice by demonstrating something tangible
around which citizens will mobilize.

Shine a light on poor performance and ineffective processes.

Understand both your audience and your opposition.

Leveraging Social Media for Change

Provide new, attention-grabbing ways for individuals to
mobilize fellow citizens.
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e Devolve access to information from “experts” to citizens.

e Gain access to and post providers’ performance and financial
data.

“Client” Choice

¢ Allow choice to promote greater personal responsibility and
engagement.

e Promote competition to incentivize and enforce quality.

e Address the challenges of choice programs, especially in
education.

Curing the Expectation Gap

e Raise expectations for individual lives and the communities
in which clients live.

Leverage the power of social networks.



6
TURNING RISK INTO REWARD

“We are betting the Los Angeles Urban League on
this model. Why? Because I don’t see the choice,
and you can’t continue to have a deteriorating
status quo for the least among us and somehow

think that that’s acceptable.”

Blair Taylor
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In the early 1990s I did not know the term “civic entrepreneur,”
but I certainly needed someone to fill that role. The Indianapolis
economy, although relatively strong, did not work well for young
African-American men. Neither the market nor government
worked for these young men: local job training efforts produced

169
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no value and the business community lacked enthusiasm—
presumably because many of these potential employees looked,
spoke, and behaved differently from the rest of the workforce.
[ needed someone who could remove the hiring risk perceived
by local employers.

AmericaWorks offered to bring its pay-for-performance
approach to the city. It would employ hard-to-place workers and
contract them out to businesses. Because AmericaWorks knew
much more about these candidates than did the businesses, it
could better evaluate risk, inject assistance where needed, and
place the young men as temps. An employer could observe a
candidate in a work situation before actually putting him on the
payroll. In other words, AmericaWorks took a risk and social-
ized it for a fee paid with tax and philanthropic dollars.

Most commercial employers cannot easily price the opera-
tional and public/political risk in civic initiatives and thus shy
away from them. When entrepreneurs cultivate business models
that bridge the risk between social programs and a hard-to-
access market, room for social gain opens up.

In the previous chapter, we focused on the dynamic role that
citizens can play in helping shape more responsive and effective
social delivery systems. This chapter focuses on a key charac-
teristic of entrepreneurs of all kinds—the ability to understand
and underwrite risk in a way that unlocks value. The first part
of this chapter looks at civic entrepreneurs who create value
by understanding market risk and then enhancing participa-
tion for marginalized populations in such areas as employment,
housing, and retail shopping. The second part looks at how cre-
ative officials contribute to civic progress by taking on politi-
cal risk in government-dominated systems like education and
public safety.

The entrepreneur in both cases starts by doing his own
analysis of the potential rewards and the risks associated with
the communities and individuals he seeks to serve. He gathers
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as much data, formal and informal, as possible about the pop-
ulation, environment, and existing service delivery system in
his area of interest. A critical component of this analysis is the
entrepreneur’s willingness and ability to process the informa-
tion in a way that often contrasts with widely held perceptions,
allowing him to see greater potential and fewer risks than most
and to begin to envision creative ways to capture that potential.

The civic entrepreneurs we profile below use that superior
knowledge to assume or mitigate economic or political risks
in a way that produces financial returns, political credit, and
improved communities.

Seeing Opportunity Where Others See Liability

Suzanne Boas of Consumer Credit Counseling Services champi-
ons the cause of low-income families whom she sees as exploited
by the markets. “Low- and increasingly middle-income folks
lack money,” she says, “but more than that, they are inden-
tured . . . they have taken on so much debt that they can’t get
out until they work off what they have taken on.”" The numbers
prove Boas’s point: One in four Americans has zero or nega-
tive net worth.? Boas’s client families work multiple jobs (and
often travel on public transportation for basic errands like gro-
cery shopping) and possess insufficient financial information.
Together with language problems, these factors exclude them
from mainstream credit markets.

Consumer Credit Counseling Services assists some six hundred
thousand people every year. But for many, the real value occurs
when the service helps them negotiate the refinancing of mort-
gages and other debt. In effect, Boas uses her deep understanding
both of her clients and of credit providers to facilitate changes
in mainstream lending markets.

Meanwhile, Andrea Levere, president of the Corporation
for Enterprise Development (CFED), applies her knowledge of
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underserved populations to restructure incentives in a way that
facilitates savings. She views her low-income clients not as hapless
consumers but as potential producers. Her organization helps them
build wealth through innovative programs that encourage saving.
Like Boas, Levere plays a critical market-making role by helping
mainstream financial institutions overcome stereotypes by provid-
ing them with more-accurate information about potential. As it
seeks to bring low-income communities into the financial markets,
CFED demonstrates and documents innovative products, programs,
and policies that change the perceptions of these institutions. With
the data from her previous success in creating matched savings
accounts (called children’s development accounts), Levere demon-
strates to banks that low-income households save at higher levels
than might be expected.

CFED takes a broad approach to its mission, also working
to implement federal, state, and municipal policies that both
build and protect assets. In addition, she provides financial edu-
cation and the right incentives to help in asset-building efforts.
For example, CFED is currently designing a pilot project with
UNCE Citi Foundation, and KIPP schools to employ their
asset-building experience in promoting college enrollment and
success for students from low-income families by connecting
matched savings, financial education, academic counseling, and
scholarships. She hopes these steps will produce positive out-
comes similar to those realized by early savings plans for young
children, which have been shown to actually improve parents’
expectations for their children’s future.

Taking First Risk

In some situations it takes more than information and training
to facilitate urban markets. In these instances, the entrepreneur
recognizes that she must take on the larger role of bridging the
gap with a unique service or product and, like AmericaWorks,
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be the first to take a risk she considers overpriced by the market.
Here, civic entrepreneurs evaluate the potential of particular
actions in light of their deep knowledge of the people who need
help and then borrow the necessary financial or political capital
or use their own to accomplish a transaction.

Baked Good

Most participants in our Harvard Executive Sessions represented
either government or nonprofit organizations. Thus, it felt jar-
ring when one of the members introduced himself with this
commercial: “Greyston Bakery hires the unemployable to pro-
duce the best-tasting brownies that you'll ever have.” Greyston
Bakery is a fascinating hybrid—a for-profit company with a
double bottom line—profit and social good. A religious group
started the bakery in the Bronx in the early 1980s “to produce
quality, locally made products that would give the group a sus-
tainable, satisfying livelihood.” It soon expanded its vision to
become “a socially responsible business extending opportunity
to others.” The bakery supplied restaurants across New York
City and then added ice cream makers Ben & Jerry and Haagen-
Dazs to its list of clients.*

The Greyston Foundation owns the bakery, allowing it to
work in housing, youth services, and health care without com-
plete dependence on contributions. Julius Walls, president and
CEQO of Greyston Bakery, grew up in a public housing devel-
opment just minutes away from the bakery. The absence of
African-American businessmen or -women in his neighborhood
made an impression on Walls. After many years in the choco-
late business, both as an executive and an entrepreneur, Walls
came to Greyston in 1993 as a volunteer. He was soon hired as a
consultant and, within just two years, named CEO.’

Walls feels strongly about Greyston’s mission to help people
achieve self-sufficiency and economic security, which he defines
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as “being able to cover your base needs without fear, have some
level of active savings, safe housing, and ... a living wage. If
you are fearful of missing a paycheck and that results in you not
being able to eat tonight, then you are not secure.” The bak-
ery employs people from the poorest neighborhoods in Yonkers,
the fourth-largest city in New York State. Walls describes his
recruitment pool as the “bottom of the pyramid—people whom
the system, whatever system, the school system, society in gen-
eral, has failed.” Four out of every five Greyston employees have
at some time been either arrested or incarcerated, did not gradu-
ate from high school, and possess limited literacy.’

In other words, for most of Greyston’s hires, mainstream
employment markets are inaccessible. Those markets do not
recognize the potential Walls uncovered when he undertook
his risk analysis. “There is a gap between their skill set and the
value they bring to the business and what the business needs
to be able to pay them,” he observes.® I do not think I could
describe what Walls puts in the brownies any better than I
could describe what, exactly, he adds to make this all work for so
many with so few marketable skills—but he succeeds.

Walls emphasizes three keys to his approach. First, anyone
can walk in, fill out an application, and add his or her name to
a waiting list—no questions asked. Most employees heard about
the opportunity from family and friends. When his or her num-
ber comes up, a new hire starts as an apprentice, making about
$7 an hour with no benefits. “We give feedback on a biweekly
basis around attendance, attitude, productivity, and punctuality.
We are trying to give people that first level of legitimacy in the
workplace. If you perform, you have a job. If you don’t perform,
we ask you to leave.”™

The open hiring process reflects an understanding that nei-
ther an interview nor a background check can predict success.
Anyone who interviews well may have simply taken a course
that taught him how to interview—but not how to work. Walls
says, “I could cite you example after example of people who
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become significant leaders in our organization that you would
have never hired by any standard of hiring.”*

The program also recognizes that people in low-income
communities often lack the social networks that the middle
class turns to for advice on banking, investing, legal issues, and

the like. Walls calls these services “HR for life,” which he pro-

vides as the second part of his formula.

“We have an HR department that provides them a support sys-
tem for all the other things that go wrong that influence whether
or not they are able to maintain their jobs, and so we provide
those levels of support . . . that’s what we choose to do with our

»l

profits.

The Greyston Foundation, which sustains itself from prof-
its from the company, helps struggling individuals find housing,
child care, health care, after-school programs, GED prep, and
tutoring.

Greyston insists on quality, strict accountability structures,
transparent internal processes, inclusivity, steep demands of
everyone involved, and extensive supports. We see this, for
example, in the work ethic and commitment to quality that
Greyston demands of its employees. Walls tells the story of
standing in line at the local Department of Motor Vehicles and
hearing the man behind him say, “I need a job.” His companion
replied, “You should go down to Greyston.” The response? “I'm
not going there; they make you work.”"

As CEO, Walls trusts that people can succeed if provided
the opportunity and right supports; but he also understands that
they need a structure that requires actual effort. He makes it
clear that he expects a lot once someone is in the door: “The
person coming in must deliver a value fairly quickly or we don’t
have the ability to pay him,” he says. “Certainly we are not
sustainable if we have people working for us who are not per-
forming at a value higher than what we are paying them.”
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Ways to Work

In 1984 Minneapolis’s McKnight Foundation asked strug-
gling single parents what they needed to succeed financially or
to become self-sufficient. Consistently, they responded: access
to credit to buy a car for work and family needs. McKnight
responded with its Family Loan Program.

Now called Ways to Work, the program has had a major
impact on thousands of single-parent families. Since 1984 more
than 28,000 families have received more than $52M in loans.
The program is operating in thirty cities.

Under the Ways to Work program model, local social service
agencies make low-interest loans of as much as $6,000 to low-
income families without access to credit, primarily to buy used
cars. In addition to servicing the loans, non-banker social service
workers provide borrowing families with financial literacy educa-
tion and other support services. The two-year repayment rate is
better than 90 percent.

The results have been significant: Families enter mainstream
financial markets while increasing their self-sufficiency and over-
all quality of life. A national study found that the income of the
average recipient grew by more than 40 percent, credit scores
rose, and less than 12 percent of successful borrowers returned to
cash assistance within two years.

Operating funds come from charitable donations and govern-
ment funding, but the loan capital is entirely non-governmen-
tal—secured from national lenders and through program-related

investments by national foundations.*

A few years ago, ABC News profiled Greyston and asked
one employee with a criminal record, “Why is it working now?”
When he replied, “Well, they gave me a chance,” the reporter
asked, “But haven’t you been given a chance before?” The man
explained, “The difference here was not just being given a



TURNING RISK INTO REWARD 177

chance, but being given trust and resources.” As Walls tells this
story:

“By trust he meant that the assumption we make with employees
is that they can succeed, and so when we talk about an appren-
ticeship, most employers talk about a probationary period which
involves watching whether or not the person could fit in and
make it. We talk about an apprenticeship, where it’s a place for
you to come and make it; here are the resources to go succeed.
And so he said that we gave him an opportunity, training, and

resources and trusted that he would be successful.”

Greyston produces more than $5 million annually from its
wholesale business, along with transformative financial and
social opportunity for its employees. Walls accepts a different
kind of up-front risk when he hires entry-level employees with
little experience or education. He sees opportunity where others
see liability.

Fresh Food

[ did not know what to expect on my visit with civic entrepre-
neur Jeremy Nowak. Although I wanted to find out about his
role in creating inner-city supermarket opportunities, I knew
him only as the lemonade stand guy—the person whose heart
and energy turned Alex’s Lemonade Stand into a charity that
has raised more than $25M to fight children’s cancer.

Nowak operates exceptionally well at the intersection of
public purpose and market discipline, striving to remove the
barriers that reduce neighborhood and personal opportunity.
Supermarkets faded away in much of urban America as middle-
class consumers moved, and developers found suburban oppor-
tunity more inviting. Urban retailers confronted a long list of
costs to overcome, including recruiting and training employ-
ees, public safety, insurance, security, and the difficult process of
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aggregating land controlled by multiple parties and often plagued
with environmental issues. In addition, the narrow profit margins
of grocers made it difficult to succeed, even though low-income
communities possess more buying power than most retailers
think.

Mayors, including myself, have worked to overcome these
obstacles, often without success. Nowak took on these issues
in Philadelphia, the city with the second-lowest number of
supermarket stores per capita of major cities in the nation.'® He
studied not just the market obstacles but also the extremely lim-
ited access to fresh produce in many low- and moderate-income
communities, almost one-third less access than in high-income
communities.'” Citizens suffer a health penalty, and neighbor-
hoods incur losses of jobs and tax revenues.

Nowak saw potential where most before him had seen only
obstacles. He figured out how he could get the market to work
for these stores. He needed some government support—but not
a typical prescriptive government program, and not in a system
in which politics and not the market determined location. Every
possible site presented its own list of problems. He needed pub-
lic capital and the flexibility to use it to overcome these barriers
to doing business in the city, and he needed a public figure to do
the blocking for him. The Commonwealth of Pennsylvania sup-
plied the capital, and an activist state legislator, Dwight Evans,
provided the blocking.

Pennsylvania legislators began by holding hearings to
explore the “grocery store gap.” They went on record that the
detrimental impact on low-income rural and urban residents
required government’s attention. The Philadelphia-based Food
Trust, which promoted healthy eating and better food avail-
ability, recognized that teaching about healthy eating would not
solve the problem if children and their families had nowhere to
purchase more nutritious foods.'*

A forty-member task force, representing experts and officials
from all sectors including supermarket owners, recommended
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“policy changes [that] would create a more positive climate for
supermarket development and create jobs, prevent diet-related
disease, and contribute to the revitalization of Philadelphia.”"”

Local and state officials met with Nowak’s Reinvestment
Fund, and together they crafted a plan to close the grocery
gap across Pennsylvania. The Reinvestment Fund would lead
the effort, together with the Pennsylvania Department of
Community and Economic Development, The Food Trust, and
the Greater Philadelphia Urban Affairs Coalition. The team
had early success in securing $10M from the state for what they
called the Fresh Food Financing Initiative. Since then the ini-
tiative has raised almost $150M to support thirty-two new or
refurbished stores.”

A new ShopRite supermarket became the first success when
it opened in Philadelphia in September 2004 with the assistance
of a $250,000 grant for employee training and development and
a $5M renovation loan. The 57,000-square-foot store employs
more than 250 people, includes a community meeting room, and
sells prepared meals from a local entrepreneur. Nowak estimates
that the thirty-one other projects it has supported encompass
almost 900,000 square feet and have created or preserved more
than 2,600 jobs.?!

Nowak is succeeding in Pennsylvania because he combines
his deep understanding of retail grocery business models and
untapped consumer potential with publicly supported capital.
He used these resources to take the first risk and thus leverage
private investments in these areas. Through a one-time, up-
front capital subsidy, FFFI has helped to reduce barriers to entry
without losing the market discipline that predicts whether the
operation will be able to become self-supporting.?

Acquisition Fund

Few efforts that facilitate mainstream markets by underwriting
risk operate as well as the Acquisition Fund, a program designed
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Finding Risk Capital

Julius Walls of Greyston Bakery wants capital to expand his
operations. The last time he expanded, his ownership structure
required him to take on debt instead of equity. But he wants part-
ners who will share a role with him, not contributors. Converting
to nonprofit status would subvert the message he wants to send
to other businesses about the potential of Greyston’s employees.
Perhaps Walls shows that we need a new legal and investment
structure for hybrids like his that produces opportunity for social
investors and employees.

Walls” dilemma underscores the difficulty of inding a funder
who wants to “capitalize the risk” either at start-up or during
expansion for “hybrids” that produce opportunity for social inves-
tors and employees. To start up or expand a private company,
the founder takes a business model to an investor who evalu-
ates its potential. To start up or expand a social enterprise, the
founder contorts his business model to fit the prescribed govern-
ment or philanthropic rules. Social transformation that derives
from understanding and assuming risk will occur when there is
greater access to catalytic capital—capital invested with a private
approach but with a partial social return.

The acquisition fund and the grocery initiative accomplished
their goals by utilizing government grants and guarantees to facili-
tate market financing. Sometimes civic entrepreneurs can secure a
grant more easily than they can attract an investment. Walls advo-
cates for new financing models, legal structures and incentives that
will unleash the private capital currently excluded from businesses
with a social mission. The following are examples of such efforts:

1. Tax credits. Some tax credit programs can grease the market.
An example is the Low-Income Housing and New Markets
tax credits, which encourage investment in undercapitalized
neighborhoods.

2. CDFIs. Community development financial institutions
like The Reinvestment Fund are intermediaries for public
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and private dollars to serve the credit needs of marginalized

communities.

3. PRIs. Program-related investments from philanthropic foun-
dations are willing to accept lower rates of return because of
a shared social mission. PRI investments make it more likely
that private capital at market rates of return will follow.

4. L3Cs. Vermont recently created a new legal entity for civic
entrepreneurs looking to create a “for-profit with the non-
profit soul.” The low-profit, limited liability company status
makes a wider range of investors available to these for-profit
companies with a social mission. By complying with the IRS
rules on program-related investments, L3Cs become eligible
for philanthropic foundation dollars.”

5. CICs. The UK created community interest companies—
businesses with a locally grounded social mission. Tax-paying
individuals and institutions that invest in CICs via a local
community development effort receive a tax deduction of up
to 25 percent of the initial investment.*

by HUD Secretary Shaun Donovan while he was New York City’s
housing commissioner. Unprecedented in its size, complexity, and
innovative capacity, the fund provides early stage capital to help
affordable housing developers acquire private land and buildings.
The result: a $230M partnership designed to create or preserve
thirty thousand units of affordable housing over ten years.

The fund demonstrates how catalytic change can be ignited
when leadership across sectors—government, philanthropists,
private financial institutions, and developers—collaborates to
underwrite risk for a larger cause. By crafting a unique financial
mechanism that allows developers access to bridge loans in a
timely way, the fund has broken new ground in quest of much-
needed affordable housing.

As commissioner, Donovan first raised the possibility of pool-
ing capital from a number of sources to Bill Frey of Enterprise
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Community Partners and Herb Sturz of the Open Society
Institute. Through OSI, Sturz had helped launch a credit-
enhancement loan program to build homes in South Africa;
he believed the concept would be applicable to New York City.
Donovan tailored the concept to create the New York City
Acquisition Fund with additional help from the Rockefeller
Foundation. They brought on the housing finance consulting
firm Forsyth Street Advisors, other foundations and nonprofits,
commercial bankers, and major CDFIs.” The fund pooled $8M
from Battery Park City Authority and $32M from various foun-
dations, plus senior lender debt of up to $190M from a fund of
fourteen private banks co-managed by Enterprise and Forsyth.

The Fordham Bedford Housing Corporation’s acquisition
of six fully occupied buildings with 277 units represents a typi-
cal Acquisition Fund transaction. With financing from the fund,
FBHC ensured that these Bronx homes would be preserved as
affordable.”

Fundamentally, the Acquisition Fund works because the city
guarantees permanent financing, if necessary, for projects that
would be unable to secure construction funding from mainstream
financial capital markets. Donovan recognized that if the city
assumed this market-making risk, the gain to the city’s affordable
housing supply could be large and the financial risk to the city
slight. Too often government officials either try to avoid all risk,
which defeats the purpose of their participation, or take so much
risk that sustainability becomes difficult. Donovan and the city
got this balance just right. Those involved in the fund anticipate
that they will “create a new private sector lending market for the
benefit of affordable housing and low-income neighborhoods.””

Fully Calculating Cascading Return
on Investment

The most creative of these market interventions produce mul-
tiple layers of benefit—economic and social. Understanding and
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calculating the benefits helps lay the foundation for government
and philanthropic early stage investment. For example, although
Philadelphia’s Food Trust initially focused on the public health
goals of access to fresh fruit and vegetables, since then, the
economic impact, which includes new jobs and neighborhood
revitalization, appears to be receiving more attention. The orga-
nizers report that “every dollar invested in a supermarket results
in a $1.45 multiplier effect” along with a boost of about $1,500,
on average, to the value of properties in the neighborhood.?

Benefits can be categorized in several ways. Investment can
renew community hope and trigger additional development
in ancillary sites, which translates into enhanced property val-
ues. Employment produces not only jobs but additional com-
munity spending, further stabilizing the area. As citizens move
from consuming tax resources to producing them, government
realizes additional property, income, and sales tax dollars and
corresponding reductions in welfare expenses. Finally, most
important and most difficult to value, is the self-respect and pride
that employees like those at Greyston exhibit. Rarely in the busi-
ness model presented to philanthropists or government does the
entrepreneur fully calculate these beneficial by-products.

Some of these benefits can be directly reinvested in the com-
munity by the entrepreneur. Bo Menkiti, also a member of our
executive sessions, understands the power of sharing rewards.
The Menkiti Group, his real estate development and brokerage
firm in Washington, D.C., combines deep commercial exper-
tise with an even deeper knowledge of his target neighborhood.
Believing that “housing is a fundamental social good,” Menkiti
describes his effort as a “social purpose for-profit business.””

After years in the nonprofit sector, Menkiti relishes the
rigor and intense competition of the for-profit marketplace,
believing that the added pressure forces his firm to develop in a
more sustainable manner and to better serve and better under-
stand its clients. When a firm does not rely on government or
philanthropic funding, its survival and growth depend on one
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thing: acutely responding to consumers’ needs in an efficient
manner. Menkiti’s customer responsiveness in the brokerage
business led to a unique understanding of the workforce hous-
ing market—the segment involving those who worked in the
city but struggled to find homes because their incomes put them
between the city’s subsidized affordable housing and its luxury
housing markets.

In addition to providing high-quality, affordable housing for
more than five hundred people, Menkiti and his team have con-
tributed to the restoration of the Northeast Washington, D.C.,
neighborhood he calls home. He retains some of the profits in
the business to create long-term wealth-building opportunities
for employees and allocates the remainder to providing educa-
tional, economic, and cultural opportunities to youths and resi-
dents in the neighborhoods in which they work.

Menkiti seeks to measure the impact of the group’s work by
the number of vacant homes restored to productive use and the
number of first-time home buyers (so far, more than two hun-
dred) supported. But Menkiti speaks carefully in talking about
his customers. He does not use the word “helping” because, he
says, “We found that the helping was more passively received—
someone doing something for you. We talk about supporting
people who are doing something for themselves. If an individ-
ual or a community does not bring an underlying asset base or
value proposition to the table, we will be hard pressed to make
an impact with them.” Menkiti produces values for the families
he represents but also for the neighborhoods where he spends his
time and some of his profits. In so doing, he unlocks public value.

Political Risk and Reward

For all but the most entrepreneurial government officials—
whether elected, appointed, or civil servants—typically the
benefits of hanging one’s reputation on a new idea do not
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outweigh the costs. The consequences of failure include bad
press, losing face before one’s peers, even losing one’s job if
the failure is public enough that politicians start looking for a
scapegoat. At the same time, maintaining the mediocre costs
little in political terms—barring some animation of the public
to demand change.

We have seen political strategies that protect risk-taking
entrepreneurs. For example D.C. Chancellor Rhee had the
backing of Mayor Fenty, an elected official with significant polit-
ical capital. State Representative Evans, chair of Pennsylvania’s
House Appropriations Committee, championed taxpayer sup-
port for the Fresh Food Financing Initiative. He also provided
the political risk capital by insulating Nowak enough that he
could run a thoroughly professional process, rather than one in
which politics drove decisions.

In the absence of, or as a supplement to, innovative public
officials, civic entrepreneurs outside government can open the
space for innovation. Entrepreneurial philanthropic foundations
like the Skoll Foundation, for example, make grants to sup-
port promising ideas and people. Innovative individuals such as
Jonah Edelman, Sara Horowitz, and David Lawrence also work
to call the public into existence to demand change.

Earlier examples in the book suggest how identifying or
publicizing an injustice or some other shortcoming that galva-
nizes the public will also produce the conditions for change. An
engaged public can provide the political capital or will for the
benefits of innovation to grow while the risks wane.

Creative public officials mitigate political risk by setting
aside venture capital for experimentation, as with the research
and development arm of a corporation. The Cabinet Secretary’s
Office of the Third Sector fills this role in the UK, and the
White House Social Innovation Fund fills it in the United
States. In cities, a leading developer or philanthropist can
also play this role. Shortly after my election as mayor, I asked
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Baltimore Mayor Kurt Schmoke if he could arrange a tour of
his urban renewal project in Sandtown. When I arrived, to my
great delight, legendary developer Jim Rouse was there to per-
sonally conduct the tour. Rouse understated his considerable
role in the joint effort during the tour, but I still remember his
remark when I asked Schmoke how—politically—he could pay
this much attention to just one neighborhood. Rouse pointed
to himself and suggested that his participation and investment
provided the rationale for the mayor.

Strong entrepreneurial leaders shift the cost/benefit equa-
tion for the system change gatekeepers by absorbing some of
the political risk for those who stand exposed to the public—
whether mayor, appointed official, or career civil servant. The
story of Blair Taylor and the highly influential Los Angeles
Urban League (LAUL) offers an inspiring example of how suc-
cessful civic entrepreneurs underwrite political risk.

The Urban League commands great respect in Los Angeles,
where for almost a century it has championed equality for
African-Americans and other minorities, helping them to
secure economic self-reliance, parity, and civil rights. Its policy
advocacy, educational programs, and employment services have
given the Urban League a reputation for being trustworthy and
effective. By 2009, LAUL had more than three hundred full-
time employees and a $30M budget. It reached as many as one
hundred thousand local residents with its programs.

But in 2005 the local United Way, together with the Urban
League, published an alarming report, “The State of Black
Los Angeles.” The report found that in virtually every facet of
their lives, African-Americans had fewer opportunities than
Angelinos of other ethnicities.® The report’s bleak picture of
deteriorating life for African-Americans became a lightning
rod for LAUL. Blair Taylor, who joined LAUL as its president
and CEO only months after the release of the report, began to
challenge not only public responses in Los Angeles but also the
approach of his own organization.
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Seeing Opportunity

The first step in turning risk to reward is to see opportunity
where others see only trouble—to use the powerful combination
of hope, enthusiasm, and analytical acumen to better evaluate
potential. Notably, Blair Taylor’s background included both civic
experience with College Summit as executive vice president
and corporate experience as a successful executive at PepsiCo
and IBM. He brought his private-sector skills to bear, including
a focus on results and the value of strategic relationships.

Taylor maintained that Los Angeles’s urban neighborhoods
continued to deteriorate because the various social service
delivery systems failed to appreciate the “interrelatedness” of
struggles in the community. City services operated in silos, with
education, employment, safety, health, and housing programs
addressing their respective issues independently. Taylor acknowl-
edged that despite a proliferation of efforts—from government,
private, and nonprofit sectors—the systems were failing to
“effectuate meaningful change on the ground.”

Yet Taylor also saw potential. The Urban League was good
at what it did—child care, job placement, and other client
services—but issues beyond the Urban League’s control, such
as public safety and health, tended to undermine progress. “The
State of Black Los Angeles” gave Taylor both a rationale for
action and a path toward progress.

Taylor’s position at LAUL provided a trusted platform from
which to take on the risk of proposing a bold effort to holisti-
cally address the needs of a troubled community. In each of the
stories in this chapter, the entrepreneur leading the effort also
incurred risk in his or her own organization. In Taylor’s case,
the risk arose with his willingness to look inward at the Urban
League’s historical approach. Taylor began the difficult pro-
cess of convincing supporters that many of the organization’s
good deeds and efforts had not produced the desired results.
His experience offers a lesson on the importance of political or
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reputational risk taking, particularly for civic entrepreneurs who
take the helm of existing nonprofit organizations.

Taking First Risk

Taylor began the change process by using his personal and orga-
nizational reputation to make it easier for city, community,
school, and other nonprofits to rethink the way they deliv-
ered services. In December 2007, after months of working with
consultants and talking to the community, LAUL launched
“Neighborhoods@Work.” It was a $25M, five-year strategic effort
designed to concentrate private and government assistance in
Park Mesa Heights.” Taylor selected the largely African-American
seventy-square-block area surrounding Crenshaw Senior High
School because the school could serve as an anchor and needed
help. LAUL committed to an ambitious plan of action with a
clear target—cutting violent crime rates in half. The organization
promised to report publicly on its progress. LAUL began by enlist-
ing the help of Police Chief William Bratton. Two years later, the
neighborhood had seen a 17 percent reduction in violent crimes
and an 80 percent decrease in homicides.*

Neighborhoods@Work relies on what Geoff Mulgan of the
Young Foundation describes as “new combinations or hybrids
of existing elements.””’ At its core, Neighborhoods@Work is
a dense set of relationships between private actors and elected
public officials and administrators. Another way to think of
Taylor is as a systems integrator. He attracts interest and invest-
ment from local funders and providers and enables participating
government, nonprofit, business, philanthropic, and community
partners to see the value in and receive credit for their contri-
butions. Taylor’s work furnishes an excellent example of civic
realignment as innovation.

In some places the mayor would play this role, although
arguably the community benefits when the city is a supporting
actor rather than the lead. Taylor can convene meetings as
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the “mayor” of the Mesa Park area because the Urban League
projects credibility up into the power structures of city hall and
business and down into the community. Government agencies,
in particular the police department, responded to Taylor’s prop-
osition. Like Rouse in Baltimore, Taylor provided a rationale
for the additional city investment and encouraged community
receptivity for the results. Taylor insisted that partners in the
effort must subject themselves to an accountability regime that
included clear metrics, transparency, and public meetings.

The initiative needed to overcome deep community mis-
trust stemming from failed attempts in the past, which Taylor
described as instances of “very smart people who parachuted
into the community, well-intentioned, incredibly resourced, and
who failed miserably.”* The Urban League’s involvement helps
overcome this mistrust and concern about stability, because its
commitment does not depend on a particular public official
who is subject to term limits and short political cycles. Because
LAULs staff presence and operations were woven into the com-
munity’s fabric over decades of work, the organization started
with a level of trust that elected officials and even the best-
intentioned outsiders could never match.

The interactions of more than a hundred partnerships,
together with the engaged commitment of government, corpo-
rate, university, and other nonprofit leaders, provide components
critical to the success of this undertaking. Like any other kind
of complex system, these networks involve joints that become
the weakest points. Taylor needed to reduce the risk of failure by
strengthening those connections. For example, LAUL agreed to
help repair the historically fractious relationship between LAPD
and the African-American community. It also agreed to help
the LAPD recruit African-Americans.

Every time someone raised the risk of failure as an excuse
for not collaborating, Taylor stepped in to assume the risk. “A
lot of people told me this was a crazy strategy,” he says. “Black
people don’t get along with the LAPD. You'll never make that
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work.” His response: “Effectively, what we’ve done is to say OK,
point your finger at us. If we can’t achieve this in five years,
you don’t have to go beat up Chief Bratton. You can come
right to the door of this community-based organization. Blame
us.” This inoculation against reputational damage also made it
easier for the business community to participate. Taylor says,
“Corporations say I'm going to give you two million bucks,
because if you're risking the Urban League and you're putting
everything you have on the line for this model, then certainly
we believe that it’s going to work.”

Cascading Benefits

At first Taylor’s story seemed too collaborative for a book about
disruptive change. Yet on closer view, we see an advocate who
needed to upset and realign not the organizations but the sys-
tems. Strategic partnerships with city leaders like Bratton have
been central to the success of the effort. Bratton “got it” early
on and redesigned how his officers would operate in Mesa Park.
As Taylor remembers, Bratton told him: “I'm going to ask those
officers to be true community-based police officers, to really
make the effort to learn the community, understand the busi-
nesses there, work with your team on designing solutions that
are preventative, integrate with the Sheriff’s Department that
surrounds the area and the school police.”**

Using Bratton’s commitment, Taylor stitched together
other community-based organizations and public resources. He
persuaded the city attorney to appoint a school prosecutor at
Crenshaw High School to address absenteeism and truancy and
create a gang intervention plan. The city has redirected millions
of dollars’ worth of personnel and other resources to the Park
Mesa neighborhood. Taylor emphasizes that only with a well-
tested, metrics-based model can a community justify this much
investment. So he asked the University of Southern California
to provide advice about metrics and replication.
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Since its inception, the work at Crenshaw Senior High
School has grown significantly. Crenshaw was one of the worst-
performing schools in the city: It lost its accreditation in 2005;
one in three of its teachers turned over every year; and more
than half of its students failed to graduate. LAUL asked USC
to partner in the school through a new nonprofit corporation,
the Greater Crenshaw Educational Partnership. USC brought
in leading national educators, who put together a cooperative of
community-based organizations, the university, and the school.
The partnership in just eighteen months has achieved strong
results, evidenced by increased enrollment.”” Parents saw change
and started bringing their children back into the school.

Taylor considers the true test to be not only whether his
cooperative succeeds with the pilot in Park Mesa Heights but
also whether the model can be replicated across neighborhoods
in the Greater Los Angeles region and perhaps in other Urban
League cities across the country. It is too early to say whether
the initiative will result in lasting change in Park Mesa, much
less the rest of Los Angeles. Yet Taylor has fostered an unprece-
dented level of dialogue between the superintendent of schools,
Bratton, and the CEO of the YMCA for Greater Los Angeles.*
We also know that he has accomplished a substantial redirec-
tion and integration of services and that he made this possible
mostly by underwriting the risk—staking his reputation and that
of his organization in a manner that encouraged others to join.
The LA model shows that civic entrepreneurs need not always
come up with new ideas; a trusted party with credibility up and
down the power curve can connect best practices and dots in a
meaningful way.

Civic alignment strategies like Neighborhoods@Work will
succeed where there is sufficient overlapping enlightened self-
interest among public and private actors. Even the choice of
neighborhood and issue agenda involved a calculation about
which parties had a vested interest in a joint venture’s suc-
cess. In this story, did Taylor perform the role of disruptor or
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diplomat? Perhaps the answer falls somewhere between: The
Urban League executive accomplished disruptive results through
the use of diplomacy.

Bringing It All Together: Wraparound Milwaukee

Milwaukee County sits on the shore of Lake Michigan, home to
just under one million people, roughly 60 percent of them resid-
ing in the city and many of them poor.

In many ways, Milwaukee had a typical mental health sys-
tem.” Various officials—from behavioral health professionals
to child welfare case managers to juvenile court judges—
determined what services troubled youths needed, often failing
to communicate with one another, let alone with the affected
families. Limited efficacy often led to unnecessary placements
in residential treatment centers, juvenile correctional facilities,
and long-term, psychiatric in-patient facilities.®

In the mid-1980s, Bruce Kamradt served in child welfare
and juvenile court positions before becoming a hospital mental
health administrator. His decades of experience inside various
parts of the mental health system provided him with keen
insights concerning lost value. Kamradt remembers thinking, “If
[ could, I would pull all the dollars together and bring them into
one system, because how we do it now doesn’t make any sense.”
Kamradt’s interest had been piqued along the way by insurance
programs, and he spent time in the early 1990s trying to under-
stand the risks for complex populations associated with managed
care—which could unlock opportunity for integrated and more
flexible services if they were driven by need rather than reim-
bursement formulas.

Finally, the opportunity came to put this idea into place—to
take the first risk that would allow him to leverage existing finan-
cial resources across agencies within the system by pooling them.
The human service systems were running significant deficits each
year, with few positive outcomes and considerable fragmentation.
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Milwaukee County Executive Tom Ament became concerned as
overspending on institutional services for children increased
every year. The deficits forced Ament to fund the budget with
new unpopular taxes. With frustration at an all-time high among
both elected officials and the general public, the space inside
local government opened for Kamradt. He next needed to con-
vince the other actors inside the system.

With the Medicaid agency, the county child welfare agency,
and the juvenile court all looking to solve their own prob-
lems—reducing hospitalization, residential treatment, and the
use of correctional facilities—Kamradt’s integrated solution
made even more sense. Through the local Milwaukee County
Behavioral Health Division, Kamradt developed a simple pilot
with twenty-five children already in residential treatment with
“no immediate discharge plans.” His objective was to get the
children back home at equal or lower cost. The program worked.
Within ninety days, seventeen of the twenty-five children
returned home." Within a year the county had sent all the chil-
dren but one back to their families.*

Seeing the pilot’s excellent results, the child welfare and juve-
nile justice departments bought into the idea immediately. The
state Department of Mental Health and Social Services, which
administers Medicaid, joined soon after to reduce the growing
trend toward utilizing psychiatric hospitalization for children.

Within ten years, Wraparound Milwaukee was providing
“comprehensive mental health and support services” to more
than a thousand youths with severe behavioral health issues—
and their families—every year.® Of the young people served by
Wraparound Milwaukee, the 5 percent with the most serious
emotional disturbances typically used as much as 60 percent of
all resources.* Many of those children were under court control,
either through child welfare or juvenile justice.

Most impressive and germane to our discussion is Kamradt’s
ability to understand, assess, mitigate, and underwrite risk—
political, reputational, programmatic, and financial. Kamradt
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gradually persuaded nearly all the providers, funders, families,
and other actors in the county’s adolescent mental health sys-
tem to set aside their concerns and opt into his new model.

Wraparound Milwaukee integrates child services in a fashion
that improves results and reduces costs, delinquency, and hospi-
talizations.* The number of youths sent to residential treatment
dropped from an average of 375 in 1996 to about 90 in 2008. In
2002, Milwaukee County closed its free-standing inpatient psy-
chiatric hospital for children, which had been one of the largest
such facilities in the United States.*

Wraparound Milwaukee’s annual budget of roughly $40M
comes from pooling dollars from three main sources: child wel-
fare, Medicaid, and juvenile courts. Medicaid dollars represent
the largest source, at around 45 percent, with almost 90 percent of
families served being eligible for Medicaid. Child welfare dollars
represent about 25 percent and juvenile justice dollars the other
30 percent. The program generates savings by treating children
more comprehensively and thus reducing expensive residential
treatment placements.”” In 2009, the program’s average cost per
child per month was just over $4000—half the cost of a residen-
tial treatment center or juvenile correctional facility and much
less than the $1200 per day for a psychiatric inpatient facility.*

Wraparound Milwaukee illustrates many of the other prin-
ciples we present throughout this book. In addition to raising
expectations, the program allows choice. Families can choose
from more than seventy different services provided by roughly
two hundred certified agencies and two thousand individual
providers.” Wraparound measures and reports outcomes, inte-
grates services, and gains flexibility in return for capitated rates.
The county facilitates these results by allowing the program to
capture savings no matter where or when they occur. Kamradt
successfully repurposed funding, including Medicaid dollars, that
was originally designated for institutional care.”

Wraparound Milwaukee is the single payer for care. If it
overspends because it has incorrectly calculated the capitation
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and payment, the county retains ultimate liability. On the pro-
grammatic side, Kamradt risks not being able to provide youths
the services or interventions they need. To date he has handled
all these risks and produced substantial value. Wraparound
Milwaukee is the first public agency in the country to operate
in this manner—“totally at risk,” as Kamradt describes it. The
model succeeds in driving value on multiple levels. Children
receive better services. Providers get paid sooner. Both child
welfare and juvenile justice offices pay about half what they
would pay for a placement in a residential treatment program.’!

Conclusions

The entrepreneurs profiled above produce value by weav-
ing together threads that few others understand. They act as
intermediaries and often financial risk-takers, incorporating
knowledge of the communities and the people they serve with
expertise in a market segment—credit and savings, retail, jobs,
housing. Successful transactions occur because these entre-
preneurs understand both government and the marketplace,
enabling them to propose solutions that accomplish public goals
and private purposes.

The more government delivers services in order to treat
individuals’ deficiencies, the more likely it is that individuals
will develop dependencies instead of capturing opportunities. In
this chapter we see civic entrepreneurs help individuals succeed
in the marketplace by accepting behavioral, financial, or reputa-
tional risk. Transformation occurs as these social risk-takers help
change residents from passive recipients of government services
to productive, tax-paying members of society.
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Civic Actions: Chapter 6

Understand and underwrite risk to unlock public value through-
out the broader system.

Seeing Opportunity Where Others See Liability

e Mitigate risk by helping clients become better informed or
better trained.

e View clients not as passive consumers but as potential
producers.

¢ Open markets to excluded or underserved citizens by recal-
culating potential rewards and risk.

Taking First Risk

e Use deep knowledge of a community to understand barriers
to market.

e [nvest financial or political capital to underwrite risk.

e Overcome specific barriers by providing extensive supports
yet insisting on quality and strict accountability.

Fully Calculating Cascading Return on Investment

e Share the rewards, whether financial, political, or
reputational.

e Recognize when investment success can lead to ancillary
benefits.

¢ Build broad-based goodwill and momentum for further
growth and success.

Political Risk and Reward

¢ Spend reputational or political capital to open the space for
innovation and change, assuming full responsibility for its
outcome.

e Share the political credit with elected and other public
officials.



7
THE FERTILE COMMUNITY

“When we have a city where there are thousands of
kids not getting the education that they need and
deserve, I don’t see why we would in any way shut

down more options and new opportunities.”

Joel Klein

The John S. and James L. Knight Foundation board members
traveled to Boston in 2007 to examine closely the high-perform-
ing group of civic innovators centered there and funded largely
by New Profit Inc. During that visit, Vanessa Kirsch and her col-
league Kim Syman proposed a new approach to civic progress.
The pair suggested that, with Knight Foundation’s support, New
Profit could drive change across communities by bringing local
civic and political leaders together with the nation’s most effec-
tive civic entrepreneurs.

New Profit’s board had begun thinking about this need as
it watched its portfolio organizations make impressive gains in
growth and in the transformation of lives, but without enough
broad, systemic impact. Kirsch and the board faced the inevita-
ble conclusion that individual organizations lack the resources,
the access, and the reach to substantially transform more of the
social delivery system. Kirsch began to think about designing
local environments in which civic entrepreneurs would be more
likely to achieve the deep impact they sought.

Knight Foundation’s Paula Ellis decided to invest in this
concept of bringing to cities the skills, resources, plans, and pro-
grams of the most promising and exciting civic entrepreneurs.
In collaboration with the Harvard Executive Session, Kirsch
and Syman further developed the idea, which they called the

197
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Urban Assets Initiative. Predictably, they discovered, as did we,
that the work of creating space for civic entrepreneurs was much
more difficult than originally envisioned.

Two years later, after a thousand hours of discussions with
civic entrepreneurs, public officials, and philanthropists, we
can better see the path to community progress. In those two
years, conditions changed in good and bad ways. Life for many
Americans got much worse as a faltering economy brought them
increased losses. Government seemed incapable of respond-
ing effectively; foundation giving fell back; and the status quo
remained as entrenched as ever. Nonetheless, we also witnessed
the resurgence in the number of Americans interested in com-
munity service and by the powerful impact of civic leaders and
innovators who every day develop solutions that transform lives.
These inventers, present in local communities across the nation,
continue to discover new ways of solving social problems.

The Obama administration also promises progress on sev-
eral related fronts: It created a White House Office of Social
Innovation, increased resources to support community service,
and started a new social innovation fund as a source of growth
capital for effective innovations. Can this fund truly overcome
some of the challenges inherent in the nature of social sector
funding, including political protection of underperforming pro-
grams, aversion to risk, and narrow, prescriptive assignments?
Most important will be whether this fund—modest in relation
to social sector spending overall—can set a higher standard for
other federal and state funding, helping government become a
catalyst for excellence instead of a bureaucratic stumbling block
that protects mediocrity. Will we see more local and state efforts
to support civic entrepreneurs similar to those in New York City
and in Lieutenant Governor Landrieu’s office in Louisiana?

In the end, civic progress has to occur at the community
level. Great ideas need room to grow, and for most of the ser-
vices discussed in this book, no real market exists. Clients
do not have choices, and politics insulates well-intentioned
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underperformers. Yet the successes we profiled show how much
can be accomplished when a good idea meets a well-designed
and well-executed business plan. The real question, then, is
not whether we can produce transformative opportunities but
whether we can do it on a scale that benefits far more individu-
als in need.

The Urban Assets Initiative poses exactly the right ques-
tion: How might a community mix exciting and successful
social innovations with the best of its existing civic capacity
to dramatically improve life for its residents? New York City
presents us with a model where civic entrepreneurs of all
“types”—government, philanthropic, and social—created a fer-
tile enabling environment and then injected a catalyst strong
enough to achieve new levels of opportunity.

The Fertile City (and the Entrepreneurial Mayor)

New York City is obviously far from typical; its size, assets, pov-
erty, deep and broad nonprofit sector, wealthy philanthropists,
and national foundations all distinguish it. For twenty years, the
city has been led by strong individuals willing in quite different
ways to take bold risks. Although our study focuses on the past
few years and concentrates on social services, the antecedents
of many of these approaches can be found in the way that Rudy
Giuliani and Commissioner Bill Bratton dramatically improved
safety in New York City in the 1990s. Rejecting old approaches,
they took a new theory called “broken windows” and combined
it with CompStat, a data-driven management accountabil-
ity approach. These keys—dramatic idea, leadership, data, and
accountability—remain at the core of most transformative com-
munity change, regardless of the area.

The Bloomberg administration not only built on these
efforts but broadened them greatly by celebrating and rewarding
civic entrepreneurship, causing it to sprout across govern-
ment agencies. Game-changing city hall approaches unleash



200 THE POWER OF SOCIAL INNOVATION

opportunity for social innovation that, in turn, provides hope to
struggling residents. New York City’s practices illustrate many of
the principles suggested in these chapters and provide a useful
road map for others.

Strong Public Leadership

In two terms as mayor of New York City, Michael Bloomberg
has demonstrated how, with the right attitude and leadership,
even the most complex city can challenge dominant think-
ing and inject social innovation to produce change. Indeed,
Bloomberg explicitly makes risk and experimentation political
assets in his hiring, funding, rhetoric, and willingness to chal-
lenge good deeds that produce few results. We have seen his
commitment to social innovation in the previous chapters in
his selection and support of Shaun Donovan and Linda Gibbs,
both of whom redefined their agencies’ very approaches. We
see the mayor’s game-changing efforts in the creation of the
Center of Economic Opportunity which he funded with $200M
in public and private venture capital. The CEO fund, designed
to leverage new ideas, served as a model for the President’s
Social Innovation Fund. And we most particularly see this cul-
ture of innovative risk taking in Bloomberg’s choice of a strong,
independent-thinking school chancellor, Joel Klein, whose
provocative approaches benefited from the mayor’s political
blocking and tackling.

New York City operates as an innovation lab for social
change because Bloomberg wants it that way. He rewards inno-
vation in his own office, giving his commissioners and other
key staff around him the authority to experiment with new
ideas. Bloomberg has encouraged them to invite nonprofit, busi-
ness, and philanthropic organizations as partners in the city’s
work and to rigorously measure performance and improve prac-
tices. He shows us that civic progress achieves greater scale
across a community when a strong leader uses the mandate and
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legitimacy of elected office to overcome parochial interests in
order to make room for civic invention.

Nonprofit Leadership That Incubates Local Innovation

Bloomberg invited nonprofits and foundations to play a criti-
cal role in transforming city services, and they responded with
a broad array of social inventions along with the financial and
reputational capital necessary for change. We see this in the
leadership of Open Society Institute Director Herb Sturz, whose
creative ideas and resources helped further reform in the crimi-
nal justice system when he founded the Vera Institute. Sturz
also helped to develop the celebrated Acquisition Fund with
Shaun Donovan and, most recently, has worked through the
Neighborhood Improvement Project to create unique work pro-
grams that helped stabilize neighborhoods. Catalytic investments
by the Rockefeller Foundation in both the Center for Economic
Opportunity and the Acquisition Fund also sparked change.

Discretionary Venture Capital

Bloomberg created a venture fund in the groundbreaking Center
for Economic Opportunity (CEO) that leveraged ideas and
resources from government agencies and philanthropists alike.
CEQO helps remove barriers to start-up ideas, rigorously assesses
them early in their implementation, and directing resources
only to those that work. With CEO, Bloomberg has created not
only financial space but also political space for innovation, by
backing controversial pilots like the conditional cash transfer
program that compensates low-income individuals and students
who achieve important goals.

Willingness to Rethink the Mission

Homelessness began to abate only after public innovator and
now Deputy Mayor Gibbs radically redefined the Department of
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Homeless Services’ goal from “serving the homeless” to “ending
homelessness.” As a result of her actions, service providers were
forced to redefine their own missions and be accountable for
results. Similarly, only after Housing Commissioner Donovan
pushed his department to change its mission from acquiring
vacant properties to producing and protecting affordable hous-
ing did financial institutions and developers respond. In each
of these instances, strong leaders successfully challenged social
service actors to refocus effort and repurpose money toward
creating public value rather than public activities.

Data-Driven Performance

Most city agencies now use some version of CompStat. For exam-
ple, John Mattingly, commissioner of the Agency for Children’s
Services, uses ChildStat to hold officials and nonprofits respon-
sible for performance. He incorporates “stats” into accountability
for public managers and contract oversight for nonprofits proffer-
ing services to the city. The mayor’s personal attention to daily
dashboard metrics reinforces this approach by his appointees.

Trusting the Citizen

Although New York City did not concentrate on providing citi-
zens with choices for social services, it did change its approach
to require more from clients. The cash transfer program con-
centrates on individuals taking personal responsibility for their
future. People who want housing or welfare benefits can no lon-
ger be passive recipients of government services; they must fulfill
certain responsibilities.

Civic Entrepreneurs and School Reform

Bloomberg exhibits his entrepreneurial approach to social inno-
vation most vividly in his effort to reform the public schools.
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The mayor inherited a school system struggling according to
nearly every achievement indicator, with only 50 percent of
fourth graders and 30 percent of eighth graders meeting the
state’s standards in math and reading. Graduation rates hovered
at roughly 50 percent, with many high schools posting rates as
low as 20 or 30 percent. The achievement gap between white
students and African-American and Latino students seemed
intractably wide. Parents had virtually no choices if they wanted
to send their children to a better school. Books and basic school
supplies routinely ran short across the system, and principals had
almost no discretion over their own school budgets.! No pub-
lic official in this country faced a school system in which the
stakes were higher, the obstacles more dramatic, or the potential
improvements so important.

Early on, Bloomberg made education reform a top priority,
aggressively seeking approval from the state legislature for direct
control over the city schools. The mayor’s timing was right,
because the public, lawmakers, and other education stakehold-
ers had grown increasingly frustrated by a system fraught with
political infighting and cronyism. Bloomberg succeeded in secur-
ing control and turned to an unlikely choice to lead the effort:
Joel Klein, a business executive and former U.S. deputy attor-
ney general best known for spearheading a high-profile antitrust
case against Microsoft. Klein had no educational management
experience, but he embraced the challenge with zeal. Beginning
in late summer 2002, with the help of a $4M strategic planning
grant from the Eli Broad Foundation, he set the table for whole-
sale reform. The effort was dubbed “Children First” to signal a
departure from the “old way” of putting the needs of the adults
in the system ahead of those of the children they were there to
serve—and to put a face on the changes about to unfold.

Expectedly, Klein faced opposition from strong political
interests, including labor, organized parents’ groups, and city and
state elected officials, as well as from the school system’s own
bureaucracy. He credits the mayor with giving him the support
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he needed to get things done. “I knew that the mayor would
have my back. I also knew I'd have to make some compromises
in the process. I believed from the beginning that it was doable
because of the mayor.”

We examine not Klein’s pedagogy but, rather, his textbook
example of government partnering with civic entrepreneurs to
help drive change. Klein sought out partnerships with nonprofit,
foundation, and private sector supporters to design, test, and
implement core innovations across the system. As I saw in my
efforts to reform city government in Indianapolis, major change
cannot be managed by relying exclusively on either internal
or external levers—it takes both. Over time Klein deliberately
used both approaches at various points in order to improve edu-
cational quality.

Klein’s reform efforts provide a template for other jurisdic-
tions and for other social services. He infused the system with
catalytic talent from nontraditional areas, partnered with pri-
vate sector entrepreneurs to widen choice, disrupted traditional
school management by developing new routes for advancement,
and granted managers the authority and autonomy to innovate.

First, Klein rejected many of the institutional education play-
ers who had dominated central decision making and recruited
instead advisers predisposed to take risks and innovate, many of
whom came from the top levels of fields outside education. From
Caroline Kennedy to Jack Welch to former investment bankers
and management consultants, Klein surrounded himself with tal-
ent and expertise that brought a fresh way of looking at school
reform. He sought out education thinkers and practitioners from
philanthropies, universities, and nonprofit and for-profit edu-
cation organizations who had not previously taken leadership
roles in the NYC school system. He also turned to national civic
entrepreneurs to join him in the effort.

Second, with the help of major foundations, Klein partnered
with creative nonprofits to widen school choice by introduc-
ing more charter schools. On the first day of school in 2002,
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only weeks after his arrival, Klein joined the mayor on a visit
to two newly created high schools in the Bronx. Both were
part of an ongoing school reform called the New Century High
School Initiative, funded with $30M in grants from the Gates
Foundation, Carnegie, and the Open Society Institute. The
core elements of the schools included strong leadership sup-
porting effective instruction; a shared mission; high student
expectations; qualified teachers; clear accountability; and a rig-
orous, standards-based curriculum.’ During that visit, Bloomberg
and Klein, impressed by what they saw, concluded that they
needed nonprofit intermediaries as partners in order to develop
these new schools.*

Klein aggressively pursued these options to open 333 new
public schools and more than eighty charter schools between
2002 and 2009. The new schools, most often created by breaking
down large high schools into smaller “schools within schools,”
used Gates, Carnegie, and OSI funding with New Visions for
Public Schools as the key school developer. To help develop his
school strategy, Klein turned to a handful of experts, including
Michele Cahill and Robert Hughes. Klein recruited Cahill from
the Carnegie Corporation to help craft the thinking around
school restructuring and educational programming innovations.
Hughes, a tireless education advocate at New Visions for Public
Schools, teamed up with Cahill and the Gates Foundation to
help manage the project. New Visions partnered with others
to establish where to place the schools, the leadership, and the
educational design. New Visions then served as an incubator for
community-based partnerships before stepping away to let DOE
oversee the schools.

All told, New Visions created ninety-six small schools—a
maximum of five hundred students per school—with $70M
in outside funding. In creating these schools, New Visions set
a core performance metric. Dubbed “80/92,” it challenged all
schools in the initiative to graduate at least 80 percent of their
students and reach 92 percent attendance rates. A New Visions
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study conducted in year five showed a 78.5 percent on-time
graduation rate for the class of 2006, compared with a city-wide
rate of 60 percent, and an 85 percent average attendance for
the 2005-2006 school year.” Since then, New Visions schools
have posted graduation percentages in the low- to mid-70th per-
centile range in 2008.°

As time passes, analysts will be better able to judge the over-
all effectiveness of New York City’s major plunge into small
schools. Bill Gates, the largest private funder of the strategy
both nationally and in New York, offered some clues. Gates put
hundreds of millions into the initiatives in districts across the
country, highlighted the initiatives as a pillar of his education
reform strategy, and punctuated the effort with personal engage-
ment in the work.

[t came as a surprise to some when, in November 2008, Gates
took a hard look at the foundation’s core education initiatives
and called much of the small schools work a disappointment.
However, to the relief of Bloomberg and Klein, Gates singled
them out as a key exception to the general indictment.

By teaming up with intermediaries, the school system gains
capacity and social capital from the political relationships and
trust it has developed with other institutional players, and from
their ability to innovate.” Philanthropic contributions proved
critical to the ability of the entrepreneurial groups to gain flex-
ibly and independence. When a government-run enterprise
such as a school district both operates schools and decides who
may charter or operate for the district (buys education), the role
confusion tends to create an irreconcilable conflict. This con-
flict may be less severe with a strong change-minded leader like
Klein in place, but over time his decision to move in-house the
bulk of the new school creation process may be problematic.
As Robert Hughes observes, the now government-coordinated
school creation model kept some of the original innovations,
but it is by no means an exact replica of the externally run pro-
cess that preceded it.
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Bloomberg and Klein argue that charter schools promote
competition and widen parents’ choices. When Bloomberg
arrived in 2002, New York City had seventeen charter schools
serving 3,200 students. In 2003, Klein announced the admin-
istration’s plan to create fifty new charter schools in five years.
To help reach this goal, Bloomberg and Klein created the non-
profit Center for Charter School Excellence, which reflected
their belief in the power of merging the resources and talent of
public and private sector forces. Klein serves as chair, while
foundation, business, civic, and community representatives also
sit on the board. “We needed to stimulate interest in charters,”
Klein says. “We needed to make sure that the policy environ-
ment is such that charter operators feel supported, and we also
needed to create additional funding sources to support new
charter schools.”

The center played a role in an important victory for
Bloomberg and Klein in 2007, when the state legislature raised
the number of allowable new charter schools from one hundred
to two hundred statewide and imposed no limits on the number
of existing public schools that could be converted to charters—a
process that requires an application to the DOE by the school
and a majority vote in favor of conversion by the parents of
enrolled students.

The growth of charter schools in New York City ultimately
rests, of course, on how well they educate. Evidence from one
multi-year study led by Stanford economist Caroline Hoxby
supports the view that New York’s charter schools are outpac-
ing traditional public schools in standardized test scores. The
study, released in September 2009, also found that students who
attended city charter schools for grades kindergarten through
eight performed remarkably well in comparison to their peers in
affluent surrounding suburban schools. On average, these students
“close about 86 percent of the ‘Scarsdale-Harlem achievement
gap’ in math and 66 percent of the achievement gap in English,”
according to Hoxby.’
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We address charter schools here not because they are a pana-
cea but, rather, because the advocacy for and implementation of
charter schools illustrates several points important to the open
sourcing of social change. For example, advocacy outside the tra-
ditional school bureaucracy played a part in the birth of these
schools. They also have greater autonomy, more personalization,
and more flexibility than traditional public schools. A not-for-
profit board of trustees provides the governance. Teachers, exempt
from many regulations dictating such things as curriculum devel-
opment, staffing, and budgeting, can customize their work.

Civic entrepreneurs often insist that charters provide
them necessary relief from the union rules that stifle innova-
tion. Randi Weingarten, the former head of the New York City
teachers’ union and now a national teacher leader, has argued
vociferously against this claim. She opened two union-run char-
ter schools in Brooklyn to prove that union contract rules do
not hinder school innovation and to demonstrate the impor-
tance of teacher collaboration to success.

In assessing charter schools, Weingarten often argues that their
original intent, as envisioned by Federation of Teachers leader
Albert Shanker (a mentor to Weingarten and an early contributor
to the charter school concept), was to allow teachers greater free-
dom to experiment with innovative teaching approaches in light
of their experience and understanding of what works in class-
rooms, and to give them greater voice in school decision making.
Indeed, we see in many areas—education, homelessness, domestic
violence, child welfare, and the like—that efforts to increase dis-
cretion at the point at which services are delivered may be one of
the most important elements of social change.

As contrasted with closed and government-dominated service
systems, Klein articulates the value of multiple paths in
service offerings:

“So why is it that [—the public schools chancellor—am an unal-

loyed supporter of charter schools? Frankly, it’s simple: educators,
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families, and children want good schools. Charters are one way
to create them. Charters bring in new blood. These are lead-
ers and entrepreneurs who are not otherwise part of the system.
They are people with ideas, with creativity, and who are willing
to give their all for their students. On that central basis, when
we have a city where there are thousands of kids not getting the
education that they need and deserve, I don’t see why we would

in any way shut down more options and new opportunities.”®

Klein’s third strategy is to base his reforms on putting “a
great leader in every school.” He recognized that rigid internal
systems often squeeze out innovators and in response developed
an alternative approach to recruiting and training principals
shaped in part by General Electric’s Crotonville center model
and in part by the model created by entrepreneur Jon Schnur.
Schnur’s New Leaders for New Schools recruits, trains, and
places inside public schools high-quality principals who drive
change. New Leaders, which won the sought-after Harvard
Kennedy School’s Innovations in American Government Award
in 2009, derives its success from training and supporting talented
leaders from outside traditional school administration pipelines.
Through the NYC Leadership Academy, principals and aspiring
principals attend an intensive boot camp and then mentor and
intern with successful experienced principals. In order to create
the nonprofit Leadership Academy, Bloomberg and Klein raised
more than $80M in private funds. Designed as an alternative
vehicle for recruitment, training, and placement of principals,
the academy has graduated hundreds of recruits since its incep-
tion in 2003, making up approximately 16 percent of New York
City’s total school leadership. In 2008, the academy shifted to
majority public funding.

The Principal Leadership Academy presents an interesting
and unresolved question about whether public leaders should
work with a successful national entrepreneur like Schnur
or copy the model themselves, as New York City schools did.
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10.

11.

12.

Twelve Steps to Community Solutions

. Respect individuals by insisting on higher expectations and

good decisions from them.

. Reach government and philanthropic agreement about the

big vision and the definition of public value.

. Agree on important outcomes and measure them.

. Require a “sunset” or automatic review of a quarter of exist-

ing social programs each year, forcing organizations to justify
their contributions. Repurpose money freed up by disbanding

unproductive service providers.

. Solicit and pay attention to the voices of clients in evaluat-

ing the importance of services and the effectiveness of their

providers.

. Create philanthropic and governmental venture capital.
. Give clients a choice about where they get help.

. Keep government respectful of civil society and help spark

more individual acts of service and philanthropy.

. Seek out, study, and incorporate the best national civic

entrepreneurs or their ideas. Use a respected intermediary to

accelerate deployment.

Create mechanisms that mitigate risk by removing the finan-
cial, attitudinal, and behavioral obstacles that prevent the
market and its opportunities from working well for marginal-
ized citizens.

Offer a dose of competition and transparency through pet-

formance funding, creative RFPs, and data accessibility.

Support organizations that promise improved performance,
civic engagement, and citizen-to-citizen interaction.
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The Academy has been the source of considerable debate in
New York’s education community, with some claiming that
the investment has not produced enough top-level principals. The
New York Times examined the Academy’s results and concluded
that its graduates “have not done as well as those led by experi-
enced principals or new principals who came through traditional
routes.”’ The DOE immediately refuted the paper’s conclu-
sion, arguing that the analysis was flawed because, for example,
Academy graduates tend to serve in the city’s lowest-achieving
schools. The first independent analysis of the program, released
in August 2009, provides key evidence that New York’s “in-
house” version is working. The study found that elementary and
middle schools led by Academy principals made better English
Language Arts gains than schools with new principals who were
not Academy graduates, and comparable mathematics gains."

Whatever its track record ultimately, there is no doubt that
Klein was able to use the Academy not only as a recruiting and
training device but as a way to disrupt the previous entrenched
and seniority-driven process of choosing principals.

Fourth, in conjunction with his disruptive leadership focus,
Klein shifted greater decision making to principals. As he notes,
“Leadership and empowerment to me are interrelated. You want
to attract good people, and you want to empower them to do
the work.”” Klein gave principals somewhat more control over
teacher selection, marking a major shift from rigid, seniority-
based hiring to a more open-market system, in which principals
can seek out and hire teachers. He also sought to devolve as
much money and programmatic decision making to the schools
and principals as the system would allow.

The chancellor provided principals with what in many ways
amounted to management partners—teams of people or orga-
nizations dedicated to working with them in all key aspects
of the schools’ educational and operational decision making
and implementation. Because these forces could not legally be
hired to manage schools, the DOE referred to them as “school
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support” organizations and aggressively marketed the concept
as a way for schools to finally free themselves from the system’s
bureaucracy and build a tailored approach for achieving results.

This devolution effort brought with it a pilot program in
2004 in which twenty-nine schools earned significant autonomy
by promising to meet prescribed academic targets. Klein saw the
early signs of progress and increased the program’s scale, decen-
tralizing the system to its fifteen hundred principals. As Amy
Rosen, an education consultant who worked with Klein and his
team on the second restructuring, noted, “By the time this phase
of the work had come into play, I think that Joel had come to
the conclusion that there was simply no way to manage fifteen
hundred schools centrally.”*

The reorganization removed layers of bureaucracy and con-
verted the role of the central office to schools’ accountability
enforcer and support system for school-level decision makers.
Klein came to view that moving from a single bureaucratic
school system to a system of individual schools was essential to
success. He kept tight control over accountability, knowledge
management, and hiring of principals. Essentially, he “wanted
to hold tight a couple of very core things and then let the rest
flow to the schools.”” In addition, the resulting structure made
it more likely that principals would form partnerships with
neighborhood-based civic groups.

Seven years after Bloomberg and Klein began their reforms,
a number of key indicators show strong trends. Four-year gradu-
ation rates have risen every year, to an unprecedented high of
60.7 percent in 2008. State standardized test results, released in
June 2009, for students in grades three through eight showed
significant gains over the preceding three years: 69 percent
of students performed at or above grade level in reading, up
from 50.7 percent in 2006; and 82 percent did so in math, up
from 57 percent in 2006. Looking at these metrics, Klein says,
“The thing I am most excited about is this: When I started
our schools, in every measure, we were way below the rest
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of the state. And now, for the first time, in elementary math,
our schools are comparable to the rest of the state. They were
25 points behind. Now they’re 2 or 3 points behind. This is
really a big story, that fundamentally on the same test, at every
level, we are basically matching the rest of this state.”'
Nevertheless, Bloomberg and Klein’s moves have brought
sharp criticisms from some segments of the education com-
munity. Apart from teachers’ union president Weingarten,
who at times has been conciliatory'” and at other times has led
significant fights against Klein’s policy and management meth-
ods, perhaps the most vocal critic has been education historian
Diane Ravitch. Ravitch not only has criticized Klein’s pedagogi-
cal choices and heavy attention to standardized testing but also
has decried nearly every aspect of his work. In addition, she sug-
gests that his approach is too authoritarian, and complains about
the very assets upon which New York predicated change—the
congruence of mayoral and chancellor authority.”® Indeed, this
tension between strong leadership for bold change and extended
community negotiations is real, and although it can be mitigated
by the inclusion of community feedback, it cannot be eliminated.
As New York City’s school results continue to unfold, and the
inevitable back-and-forth over education practices and policies
continues, one thing remains certain: In nearly every facet of the
city’s educational work, entrepreneurialism is alive and well—
and worthy of close review. By deliberately seeking out ways to
promote choice and competition, and by engaging in public-
private partnerships to provide more and better services to the
schools, Bloomberg and Klein have removed barriers to entry,
broken out of the old monolithic bureaucracy, and brought about
cultural change that reaches beyond the central office and into
the city’s fifteen hundred schools. The schools have benefited
from the talent, energy, and expertise of outside entrepreneurs
and results-oriented service providers. In turn, these orga-
nizations have provided new opportunities for those outside
the system to innovate and implement new initiatives—and
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to do so in arguably the most complex and challenging school
system in the nation.

Entrepreneurial Community Solutions

In the end, perhaps inevitably, I return to what I know best—
what happens in the city, where “all politics is local.” Let’s
imagine a community highly engaged across all its sectors in
a collective effort to produce social progress. In this city, civic
leadership worries about stagnant income mobility, poor educa-
tion, homelessness, and abuse. Civic and political leaders have
high expectations for their citizens, believing that all individuals
can thrive with the right set of supports and equal opportunity.
How might this community scale transformative change?

The conversation among the best and brightest social entre-
preneurs often revolves around scale. These passionate individuals
want to contribute as much as they can to as many as they can.
To them and the people they might help, the larger the scale the
better. Some aim to reach a larger market share within a city with
their service, or try to offer more services in the same neighbor-
hood or community. For others, greater impact means expanding
the organization, either directly or through new branches or affili-
ates involving local sponsors. For yet others, it means changing
policy or furthering a social movement. A young mentor who
takes on an additional child to help doubles the scale in a tan-
gible and important way.

Some look at Dorothy Stoneman, former Harlem teacher
and civil rights activist, as the ultimate civic entrepreneur.
Stoneman took her organization to a large scale with 226
local programs, a special authorizing statute, and specific men-
tion in the 2009 Recovery Act. However, Stoneman’s program
YouthBuild also serves as a successful model of the system
approach advocated in this book. First, YouthBuild has created
a dense network of organizations—involving multiple levels of
government—that support the development of participating
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youths. And second, despite substantial government funding,
Stoneman insists on retaining a distinctive non-governmental
element of success, which she explains as follows: “We say we
believe in the power of love. We try to communicate to local
staff the ways in which we have to care about young people for
it to work. That isn’t what government does.”"

Her description of YouthBuild’s success might sound
intangible or immeasurable, but Stoneman is an experienced
entrepreneur who has learned a number of very useful lessons
about growing a social innovation. Stoneman cites as a first step
standing ready with evidence of excellent results. Her second
step involves mobilizing support from as many corners as possible,
including grassroots and national advocacy organizations, pub-
lic figures, media, and funding decision makers. Stoneman warns
entrepreneurs that they face a constant navigation of political
considerations and relationships with street-level bureaucrats
and political appointees. Interestingly, despite Stoneham’s enor-
mous success with federal funding she recommends a degree of
financial independence from government funders.”

Youth Villages, a mental health service provider for children
and youth, also illustrates how a nonprofit can break through
entry barriers across states and local communities. For years,
hard data on the effectiveness of its approach and its clear cost
efficiencies allowed Youth Villages to overcome the natural
hesitation of state government decision makers to fund an out-of-
state provider. In 2003, the Edna McConnell Clark Foundation
gave Youth Villages funding to hire Bridgespan to further develop
a growth plan including such components as how to handle
the political sphere: securing trusted champions to help make
the case; investing in capacity to pursue opportunities; hiring
in-state lobbyists; and offering to work under trial contracts to
mitigate risk for state officials.! This case also sharply illustrates
how much social change depends on political decisions.

While encouraging the organic growth of organizations
with proven models like YouthBuild and Youth Villages, we
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focus on community-wide solutions and therefore view the suc-
cesses that transform a school, a family, or a single child as the
building blocks that trigger much broader societal changes. In
writing this book, we searched for actions that catalyze system
change. We found disruptive interventions and better ways of
integrating a delivery network—both of which might be missing
ingredients that trigger systemwide reaction. Further, because
social services rely on relationships and networks to produce
opportunity, looking at innovation solely through an organiza-
tional lens limits imagination and, ultimately, results.

Geoff Mulgan’s work on the role of networks in innovation
shows that continual innovation requires both entrepreneurial
start-ups and large organizations: “Innovation thrives best
when there are effective alliances between small organizations
and entrepreneurs (the “bees” who are mobile, fast, and
cross-pollinate) and big organizations (the “trees” with roots,
resilience, and size) which can grow ideas to scale.” Similarly,
NYU’s Anthony Shorris offered an insight at a recent online
meeting of our Executive Session. “A few charter schools may
have some great successes, but unless their lessons are used
thoughtfully, they won’t help large school system administrators
much,” he wrote. “We need ‘translators’ who are open to learning
from these efforts (and empowered by their political leadership)
but are still skilled enough in large-scale public organization
management to move big systems.””

[ prefer to define the impact that a civic entrepreneur can
have even more broadly to include other methods of enhancing
opportunities and improving social outcomes for large numbers
of people. The Urban Assets Initiative, the White House social
innovation efforts, and Bloomberg and Klein’s New York City
school reforms all pursue scale, achieving it sometimes by policy
advocacy and other times by championing a bold new deliv-
ery idea. Another important way to change social conditions,
which we do not touch on at length but can serve as an effective
force multiplier of social innovation, is public awareness efforts.
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Better known examples include American Legacy Foundation’s
“truth” youth anti-smoking campaign and Susan G. Komen for
the Cure’s pink ribbon campaigns and Race for the Cure events.
UNCFs “A Mind Is a Terrible Thing to Waste” is an early
example of a campaign that continues today. In an era of social
media—when individualized messages reach millions of people
instantly through trusted contacts within their own social net-
works—the opportunities for driving change at scale are even
greater. These and other public awareness campaigns can pro-
duce good social outcomes by changing behaviors.

As a member of the board of America’s Promise Alliance
(APA), I have admired the impact of its two remarkable lead-
ers, Alma Powell and Marguerite Kondracke, for several years.
But [ never thought of the organization as an example of civic
entrepreneurship until it took on the high school dropout epi-
demic. Deftly, APA elevated the national profile of this issue,
calling millions to action. It leveraged the participation of its
member organizations and strategic partners, including a vast
array of youth-serving organizations. Its efforts continue to bring
resources, attention, and impatience with the status quo to an
agenda, creating the conditions that allow other civic entrepre-
neurs to expand, coordinate, and further align their good deeds.
Powell and Kondracke are civic entrepreneurs whose skills allow
them to nominate and draw attention to important areas of
social policy facilitate transformative change.

In an effort to combat the nation’s dropout crisis, they also
showed skill in using policy reports to advance the cause. In
2006, two national thought leaders—John Bridgeland and John
Dilulio—released an influential report commissioned by the
Gates Foundation entitled The Silent Epidemic: Perspectives of
High School Dropouts, which helped to catapult the dropout issue
to the national stage. The two talked to teenagers themselves
to learn why they had dropped out. Students overwhelmingly
said that school did not motivate or push them to work hard;
nor did it offer relevant coursework. Most were sure they could
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have finished school and wanted better teachers, more individu-
alized instruction, and higher expectations—from both teach-
ers and parents.”* The report’s discoveries, including the sad fact
that two thousand public schools were little more than “dropout
factories,” grabbed the attention of mainstream media—from a
Time magazine cover story to two episodes on Oprah—and in
turn reached the American public.

Alma Powell and Marguerite Kondracke used the attention
given this report to build awareness and trigger action at the
local and national levels, igniting a national campaign called
Grad Nation. From April 2008 to August 2009, America’s
Promise hosted more than forty-five summits, each bringing
together up to 350 people from across the community—civic
leaders, business owners, students, and their parents—to focus
attention on high school graduation. As we saw in Detroit, com-
munities are using Grad Nation summits and newly available
data to animate bold change in public education and to spark a
renewed commitment to their youth.

Despite their nationwide or global visions, the remarkable
national civic entrepreneurs we visited face very real local trials.
A mayor’s ambition to improve the community in his or her pri-
ority areas can create tension with a national entrepreneur’s focus
on an innovative offering. And the mayor’s preference or com-
mitment to local providers may produce its own set of challenges.

During the first of our Executive Sessions, the talented
mayor of Atlanta, Shirley Franklin, listened as civic entre-
preneurs explained the great programs they could import
into Atlanta. Although impressed by their accomplishments,
Franklin volunteered that she understood her city better and
would decide what interventions might be most helpful—and
in what manner. The healthy exchange that followed raised an
important question about how much an entrepreneur with a
proven model can customize it for a local official before it loses
its efficacy. As Greg Dees notes, “Some of the national civic
entrepreneurs feel strongly about the integrity of their approach,
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and they have very robust minimal critical specifications. Full-
fledged, they want to have control, want a certain culture and
approach, and it may rub local folks the wrong way, or they
won’t be comfortable with it.”” Indeed, most civic innovations
involve more than just copying a set of building blocks. They
heavily depend on both leadership and the tacit knowledge of
an innovation, not just the explicit knowledge that naturally
attracts outsiders or potential adopters.?

Yet the possibilities of a marriage are real when the civic
entrepreneur engages in dialogue with local community mem-
bers and adapts his model to accommodate local conditions and
partners. At the same time, real progress occurs when mayors
and other civic leaders are brave enough to support disruptive
change, knowing it will face opposition. Both civic entrepre-
neurs and local officials must understand that they cannot avoid
the political arena if they are to effect real change in social
outcomes. At the least, an understanding of these potential
tensions and of how each side views the other will go a long way
toward achieving a particular social result. Having a powerful
civic leader or civic institution who understands both the inno-
vation and the community and establishes a specific vehicle for
change helps greatly. Mind Trust in Indianapolis, CEO in New
York, Boston’s Greenlight Fund, and the White House Social
Innovation Fund seek to fill this important role.

Civic entrepreneurs may address these tensions by partner-
ing with a local organization and/or spreading a set of principles
or an idea, rather than expanding the organization itself. Jeffrey
Bradach, a cofounder of Bridgespan Group, suggests a way entre-
preneurs intent on impact can achieve it in more targeted ways.
He writes that “the level of inherent complexity is significant”
for an innovation, even in organizations that appear to provide a
straightforward service. “By understanding its theory of change,
an organization may discover that what needs replication is a
piece of the program, not the entire program or the organization
itself.” This form of expansion may allow the organization to
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better capitalize on existing resources in a community, from net-
works to established organization infrastructure to local trust.”

Now let’s look at impact from the vantage of a city where
the leaders strive both to change the environment for social
progress and to introduce disruptive catalytic providers. This
city would challenge assumptions, produce venture funding
for new efforts, measure and enforce performance, and change
the regulatory environment. A community determined to pro-
duce transformative social value would look to innovations
that improve outcomes, regardless of whether the interven-
tions involve reforming existing organizations, importing new
ones, or devising hybrids. The community would make it easier
for old and new players to expand and be creative by ensuring
that rules, certifications, and other requirements operate to pro-
tect health and safety and not as barriers to entry that protect
incumbent providers. In other words, the community would knit
together the various threads explored in this book to create the
best possible conditions for progress. It would aspire to inten-
tionally position itself as a fertile place for civic progress.

Both the civic entrepreneur and the community would recog-
nize that the missing ingredient for transforming a social service
delivery system could be one of a number of things: enhancing
the human resource pipeline, improving management, inducing
a technical innovation, or providing realignment. Both would
also recognize that although innovation and change can be risky
endeavors for all involved, each side needs to assume some of
the political or financial risk necessary to realize progress.

Catalytic transformation, as we use the term—or ecosystem
change, in the words of Greg Dees—relies on the interactions
between people in the community, through their social networks,
that trigger changes in behavior, norms, or culture. Dees says:

“Changing the ecosystem may be a more powerful way to achieve
lasting change than simply growing your organization. . .. Your

organization might stimulate others to change their behaviors
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or stimulate new entrants to come in. They see what you are
doing and are attracted by it. They might say we can do it even
better. Then you've created an industry...you've changed
the conditions or the patterns of behavior of the players in the

ecosystem.”?

For better or worse, with government controlling so much of
the funding and rule-setting in the areas of civic progress, scale
will sooner or later become a political question. Truly dramatic,
results-driven change will then require pulling political levers—
animating the clients who will benefit from reform, ceding credit
to public officials, channeling the frustration of the poorly served,
and traditional organizing of both clients and taxpayers. Suzanna
Valdez, the talented chief of staff to Mayor Manny Diaz in Miami,
points out that in many communities change does not mean sim-
ply running over existing authority figures like teachers; it may
mean incorporating them in the movement. To Paula Ellis, driv-
ing change means getting real community information to (and
from) residents in a fashion that connects them emotionally to
change. To Michael Lomax it means building indignation while
building a broad movement. Whatever the tools and the rheto-
ric, it is clear that true civic progress requires political success.

Staying Entrepreneurial: Saving
Yourself from Success

We add two cautions for civic entrepreneurs. First, they should
guard against losing their core values as they become entangled
with government and politics. This book advocates for a new
relationship between public officials and civic entrepreneurs
because government funding, for better or worse, often domi-
nates a service area. How the relationship develops, and on
what terms, will determine whether the one-time social disrup-
tor stays part of the solution or becomes part of the problem.
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The risks escalate according to the type of participation.
A civic entrepreneur engaged in policy advocacy has little
trouble keeping clarity of mission and voice when engaged in
demanding funding or policy changes that increase opportunity
for the working poor. However, when civic entrepreneurs move
into contractual or grant relationships with government, they
risk losing their voices, flexibility, or fidelity to their business
models. Engagement with government by nonprofit organiza-
tions hoping to serve more people inevitably will increase ten-
sions with contract managers.

A second word of caution. Performance matters greatly, but
because social progress occurs inside a thick system of relation-
ships, responsibility for success or failure is enormously difficult
to place. Scientifically rigorous empirical studies can be expen-
sive and take a long time. We argue that although these studies
produce important results, they should not be the only means
of determining support. Meaningful efforts to capture citizen
feedback and measure relevant outputs can be instructive. The
cases presented here often relied on early indicators of success
that showed meaningful change, even when their innovations
had not yet been scientifically validated.

Despite defenders of the status quo and others who insist on
waiting long periods for proof of concept, we have seen civic
entrepreneurs whose new ideas, passion, and organizational abil-
ity swept away hopelessness and replaced it with opportunity.
In so doing, they prove that energetic and creative citizens can
produce truly important results.

The Future

Families and individuals struggle each day to make ends meet, and
institutional programs often fail them. Across the country, there
is also a surge in community interest in service and civic engage-
ment, and in entrepreneurs who break new ground by disrupting
the status quo and engaging it in a way that makes it work better.
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We have seen that civic inventers can produce exhilarating
change in people, families, or communities by expecting them
to succeed and by viewing their own jobs as clearing away the
obstacles. Executive leadership, whether from the president, a
governor, a mayor, a foundation president, or a student activist,
can create the conditions for change.

Ten years after I left as mayor, [ was sitting in an Indianapolis
doctor’s office, waiting for my appointment. A lady filling out
insurance forms behind one of the desks called me over—
[ assumed to tell me something bad about my insurance. Instead,
and much to my delight, she referred to a program I had started
as prosecutor two decades before to help struggling mothers
with services and child support. She showed me a picture of her
daughter, who had just graduated from college, and credited my
efforts as a springboard.

Even seemingly modest acts by public and nonprofit officials
alike make a difference in families’ lives because they operate
in a social network that affects both the people assisted and the
providers themselves. Civic health requires broader and deeper
change and more return on current investments. A leap forward
in the quality of life in communities will occur more frequently
when government opens the door for catalytic social prog-
ress spearheaded by the many leaders profiled in this book and
the many more who make change daily in their communities.
Together these acts can play a part in turning clients of the state
into active, participating, and productive citizens.
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“It has been a great pleasure to work with Steve Goldsmith. His work with us at
America’s Promise and all of his other diligent efforts are so well reflected in this
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our most precious resource, our children.”
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—MARK R. WARNER, United States Senator, Virginia

“When it comes to doing good, Stephen Goldsmith is as disruptive an innovator as
we've seen. Read and study The Power of Social Innovation if you don’t just want to do good,
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