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Social Startup Success by Kathleen Kelly Janus

Recommendation
To produce long-lasting solutions to the world’s worst problems, social service 
organizations need creative leadership and innovation, according to philanthropy 
expert Kathleen Kelly Janus in this must-have handbook for the next generation of 
social entrepreneurs. She bases her research on the best practices of America’s 
most successful nonprofits. And she derives her compelling sections on ideas 
testing and experimenting from the funding models of innovators in the tech 
sector. Janus, the founder of Spark, also offers counsel for small nonprofits that 
struggle to grow past their stage of initial seed funding. Throughout, she 
champions the aspirations of the social entrepreneurs she covers, recounting their 
passion and dedication to spearheading change. Her accounts of how nonprofit 
leaders transform lives in their neighborhoods and around the world will inspire 
readers interested in nonprofits and social service.
Take-Aways

To avoid costly mistakes, test your ideas before seeking funding or media 
attention.
Practice transparency and accountability. Share the lessons you learn 
from failure.
Use the “theory of change” model to correlate your nonprofit’s vision 
with its program activities, which you can track over time.
Develop a funding model that incorporates donations and earned income.
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To avoid mission drift, integrate your earned-income strategy with your 
nonprofit’s core purpose.
When collaborating with other nonprofits, find areas where you can offer 
complementary services.
Reverse the pyramid of the top-down power structure to empower your 
staff.
Implement a governance structure for your board to boost members’ 
focus and engagement.
Craft compelling stories to reinforce institutional memory and connect 
with donors.
Beneficiaries can be great ambassadors, but be ethical in using their 
stories.

Summary
“Human-Centered Design”
Unlike private businesses, nonprofits don’t have access to angel investors. Their 
stakeholders include governments, other organizations, nonprofits doing similar 
work, researchers, activists and beneficiaries. To grow, nonprofits must maximize 
funding using “human-centered design” – a cost-effective, responsive cycle of 
research, brainstorming and prototyping.
“Pursuing social change is categorically different from selling widgets.”
New nonprofits should keep costs low when developing their prototypes. For 
example, Aspire Public Schools, a nonprofit delivering preschool education to low-
income neighborhoods, made a prototype for its Preschool Bus Project using a 
carpet and some tape, and then furnished it with cheap Ikea furniture. 
The Lessons of Failure
Innovation entails trial, error and, often, failure and trying again. Unsuccessful 
nonprofits hurt beneficiaries in the long run. When nonprofit leaders commit so 
strongly to their ideas that they can’t admit failure or they fear losing funding, their 
organizations suffer. Silicon Valley firms offer a model for the ethos of embracing 
failure; its innovators need tolerance for risk. To know if your service is successful, 
test it in the field. Success may come in stages, and failures have lessons to teach. 
For example, GiveWell shares its failures on its website so other nonprofits might 
learn from its mistakes. Share missteps within your organization; 
discuss expectations versus real results and problems.
Outputs Versus Outcomes
To minimize costly mistakes, gather sound data. Nowadays, funders expect it, and 
with improvements in data collection, more organizations use tailored systems to 
monitor their programs. Return on investment (ROI) models are not appropriate for 
nonprofits. Instead, develop SMART (Specific, Measurable, Attainable, Relevant, 
Timely) success indicators.
“Keep the focus squarely on solving the problem, as opposed to falling in love with 
a particular solution.”
Determining your organization’s impact on its beneficiaries requires a combination 



of hard-data metrics and qualitative assessments, such as surveys. Instead of 
focusing on “outputs,” such as how many people attended a training program, rely 
on “outcomes,” such as how many attendees go on to get better-paying jobs, or 
the like.
“Everyone has the same goal of making social change, and arguably the nonprofit 
leaders have an even more critical role in that journey than the funders.”
The “theory of change” model sets a goal and defines metrics to track 
progress over time on a dashboard. The Coalition for Queens (C4Q) had a vision of 
creating a more robust tech ecosystem in Queens, New York, by helping 
underserved people gain access to training so they could become programmers. 
With sound metrics in place, C4Q could claim that 85% of its participants will 
graduate and 70% will earn a minimum of $85,000 per year in tech. Even with such 
close analysis, its leaders discovered their events weren’t producing the desired 
results. They changed the goal of the events, now phrased in terms of serving the 
community better. Funders expect strong data to support proof of impact. This 
demand will grow as your nonprofit grows.
Measure Impact
Incorporating feedback from beneficiaries improves your organization’s social 
impact. Braven, a nonprofit that creates opportunities for low-income people to 
make the transition to better jobs, researched whether K-12 students or college 
students would most benefit from its interventions. Braven surveyed students who 
were not program participants to get comparative data. You can track your 
outcomes by maintaining relationships with your beneficiaries. Provide mentoring 
opportunities, host events and offer ongoing services. 
“Spending time to develop a plan for what you want your senior leadership to look 
like is a key to success.”
Streamline your data and add meaning by using a dashboard with key indicators. 
Room to Read has a literacy dashboard with only eight metrics for comparing its 
previous year results to its cumulative results. It distributes this progress report to 
funders. Your dashboard doesn’t have to be fancy or expensive; Google Sheets 
and Salesforce.com offer free versions. 
Earned Income
The biggest barrier to scaling up is attracting funding. Developing an earned-
income strategy, where your organization sells products or services, can help. 
With subsequent growth, earnings can make up an average of 30% of the budget. 
Funders can’t expect nonprofits to follow business models. The Sierra Club, for 
example, has found that charging membership fees is the funding method best 
suited to its needs. 
“Wise CEOs recognize that they must share power if they are to unleash and 
magnify the potential of their organizations. They learn to let go to have greater 
impact.” (Leslie Crutchfield and Heather McLeod Grant)
However, positioning business ventures as your core funding stream is risky. 
Philanthropic funding should be your nonprofit’s main source of income for at least 
two years. Hot Bread Kitchen is a successful nonprofit that trains women to work 



in the food industry. Its founder believed she could cover operational costs by 
selling baked goods, but she discovered that operations were too costly. She 
brought her donors a new business plan that incorporated 35% of funding from 
philanthropic sources.
“Leading from behind is important not only because it allows staff to take more 
ownership over the mission of the organization, but because it helps prevent 
exhaustion.”
The strongest sectors for testing earned-income strategies are education, global 
development and youth development. Nonprofits in human rights, criminal justice 
and environmental protection have less access to earned income for ethical 
reasons. For example, the Accountability Counsel, which represents grassroots 
communities fighting for human and environmental rights, could charge fees for its 
expert advice, but accepting corporations as clients would create a conflict of 
interest. Diversity of income sources is pivotal. Among potential funders, look for 
 “natural” matches for your organization.
The Hybrid Organization
The hybrid model for nonprofits evolved from the concept of creating a charitable 
501(c)(3) organization (the US law certifying nonprofits) with a for-profit 
element that can receive investment capital and pay dividends. Separating the two 
may provide the best of both worlds: unlimited income potential, but within a 
process that leaves earnings eligible for tax exemptions. The for-profit business 
could purchase goods and services from its nonprofit counterpart and 
donate earnings to it. However, the hybrid model turns out to be exceptionally hard 
to manage legally. Committing too much energy and time to earning profits can 
detract from your core social impact mission. The “hybrid ideal” is to have a 
business venture linked directly to the mission and integral to moving it forward, 
such as Hot Bread Kitchen.
Selling Service Expertise
Charging private sector companies for advice is one way of selling your nonprofit’s 
expertise. Code2040, for example, researched diversity in Silicon Valley, and the 
results were abysmal. The nonprofits’ expertise and training helped the tech 
sector train and hire students from minority groups through sponsorships and 
intern positions. Companies such as Twitter, Pandora and Airbnb 
incorporated their diversity collaboration with Code2040 into their brand.  
“To assess true impact, organizations must develop measures to track outcomes.”
Many nonprofits offer services for free because most beneficiaries can’t afford to 
pay. However, people may see something free as having no value. Moderate 
beneficiary fees can’t become a main source of income, but paying small amounts 
can empower the people you serve. Silicon Valley firms, such as LinkedIn and 
Dropbox, apply the “freemium” model of add-on services. Don’t set 
prices according to market demand. Consider microfinancing and selling products 
for which the seller earns a commission. One Acre Fund and Living Goods help 
Kenyan farmers with small loans and organize community workers to sell and 
distribute lifesaving food and medicine. 



Optimize Fundraising
Foundations that make grants are by far the largest source of nonprofits’ income. 
Access to them is the biggest obstacle facing small organizations. Create a 
multiyear strategy in which you approach different funders. Focus on funders who 
share your values and goals.
“The longer you are in operation, the more demanding funders will be about proof 
of impact, and the more demanding you should be about what your data can tell 
you, so you can improve your model.”
Collaborating with other nonprofits with similar goals can optimize fundraising 
efforts, although it isn’t easy. In San Francisco, several nonprofits that share the 
goal of harmonizing youth wellness programs opened a center to centralize their 
services. Their joint fundraising confused donors as to where their money was 
going. The center had to cease joint fundraising activities. Instead, each individual 
organization housed there maintained its unique public identity, and they 
all continued to collaborate behind the scenes. The Center for Youth Wellness is 
now a model of how to optimize resources and combine expertise. When seeking 
collaborators, consider whether your missions overlap, whether your services 
complement one another and what value each organization offers.
“Creating an effective dashboard…is the best way to harness your data so you are 
in command of it rather than it commanding you.” 
Become comfortable asking for money. Center your relationship with donors 
around the worthwhile work you do, not around money. Founders can gain access 
to donors, but once in the door, participants should focus on the work of the 
organization as a whole. In some cases, such as with Room to Read, a nonprofit 
can solicit donors to act as brand ambassadors and raise more money by 
leveraging their network of potential donors. Or consider the “100% model,” under 
which a major donor covers all operating expenses. Then when you approach 
other possible donors, you can say their whole gift goes to the nonprofit mission.
Leading Collaboratively
Nonprofit founders start with a vision, but must learn to work with other people 
and groups. Many founders are the “face” of their organizations, but top-down 
leadership is ineffective in the nonprofit world. Reverse the pyramid of the top-
down power structure to empower your staff. 
“The demand for data is particularly strong among the up-and-coming 
generations of donors, many of whom made their fortunes by building data-driven 
technology businesses.”
Premal Shah, a former PayPal executive, brought his knowledge of the reverse 
pyramid to his job as CEO of the nonprofit Kiva and expanded its growth rapidly. 
Kiva uses a “horizontal accountability system,” allowing staff members to share 
their challenges and learn from each other’s experiences. The department store 
Nordstrom championed the reverse pyramid model to give its staff 
members freedom to define their jobs. It encouraged their input, which improved 
customer service and increased revenue.
“Social entrepreneurs are, by definition, working to solve problems resulting from 



market and government deficiencies. A purely market-based approach cannot 
always work.”
Nonprofits can’t match private sector salaries. Invest in developing employees; 
show you trust and appreciate them. Recognize the value of your front-line 
workers who have the most accurate understanding of your 
program’s impact. Give potential new hires an assignment as a test. If that doesn’t 
work out, letting people go early costs less than trying to make them fit your 
culture. Once your team is in place, provide employees with opportunities to bond 
and learn from one another. A good founder examines his or her strengths and 
weaknesses, and hires good people to fill any gaps in expertise or capability.
“The freedom to fail is vital to producing more creative ideas and landing on ones 
that will lead to truly transformative new products and services.”
Invest in the right senior leaders at the right time. With reliable top staff – people 
who share ownership of the nonprofit’s success – a founder can take breaks or 
even sabbaticals as necessary to rejuvenate. When creating a board, don’t seek 
mere funding sources. Find people who contribute skills and show commitment to 
your organization’s mission. Give them a clear set of expectations, and establish a 
professional governance structure to keep board members accountable. The 
governance structure should include fiduciary, strategic and generative aspects. 
Each board member should choose an aspect that aligns best with his or her 
interests and skills.
Tell Compelling Stories 
Inspiring stories abound in the nonprofit world. Your organization should always be 
the protagonist working against the problem it seeks to solve. The problem is the 
antagonist. Tell a story that incorporates universal themes, such as the journey of 
discovery or shared personal challenges. Ask yourself what your audience wants 
to hear, what entrenched ideas you’d like to challenge and what you’d like the 
audience to learn. Connect to your community’s cultural narrative by scanning the 
media for stories that link to your organization’s mission.
“The story is an important bridge between the data and people’s hearts, to inspire 
action.”
Tell stories that speak to the head and the heart. Beneficiaries’ personal stories 
have power, but for ethical reasons, do not exploit them. To create “institutional 
memory,” have employees share stories at meetings.


