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Intro by editor of the show:

A civil society organization (CSO) can have a business plan, on how to survive without more help from the state or donations. We shouldn’t be surprised if a CSO starts up its own business. As long as it understands the conditions and knows the basics of making a business plan. This is where NESsT helps in Hungary. NESsT stands for Nonprofit Enterprise Self-Sustainability Team. They have three offices – one in San Francisco, one in Santiago de Chile and one in Budapest, which is also a regional office for Slovakia, Slovenia, Hungary and the Czech Republic. Eva Várga, enterprise development associate will talk with Pető András. 

E: NESsT is an international non-profit organization which helps other non-profit organizations to reach long term financial sustainability. This means that we are trying to show the civil sector alternatives and solutions for how they can decrease their dependence on donations and state support, and this way further their mission.

Reporter: Is this an accepted model, which wasn’t used here before, and therefore the civil sector was more dependent on donations, or was it already here and NESsT only wants to strengthen it in Hungary?

Social enterprise as a concept had really picked up 10-12 years ago in the USA, where non-profit organizations are more forced to generate own revenues from the beginning of their activities. But non-profit organizations from other regions, including Hungary, also instinctively came to the conclusion that they have to diversify their revenue sources and can’t just rely on a single one.  In countries of political and economic transition, namely in the countries of Central and Eastern Europe and some countries of Latin America as a result of the changes foreign donors find the non-profit organizations mature enough, so that they can pull out, leaving behind a vacuum, a sort of financial gap, which has to be filled using other methods. 

So they should support themselves. It’s an odd duality. They are non-profit organizations, which may have their “daughter” companies which are profit oriented and are supporting the mission of the nonprofit. How does this duality, these two systems work together within one organization?

This duality is a critical point. There is a major difference between non-profit venture and for profit venture, because for non-profit ventures it’s the mission that is most important and not the profit (or financial return). These two are compatible with each other, but it is very important for a non-profit organization, which is planning to run an enterprise (or is already doing so) to decide which of these two goals is it’s primary and how the revenue that it generates will help to reach the social goal, which is social benefit/return.

After the theory let’s talk a little bit about practice. Say that I come to you as a director of a non-profit organization, clearly it all begins with a survey, so I have to tell you what are my goals, my capabilities, and then you suggest something to me, what kind of venture to run in order to support my non-profit organization, how does this work?

 Well, the organizations that come to us already have an idea. So they have already been thinking for some time, how to generate some income, or they already are running their own business and are seeking our help in order to improve it. It isn’t the main thing for us to tell them what to do. We are here to help them with experience and expertise which is needed in order to run and start their own business. We are trying to inject some for profit thinking and experience into the non-profit sector. Non-profit does not mean that organizations can’t have money. It means that the money they make will be used to carry out their mission.

So they have to invest 100% of their gains into their goals?

Exactly. The money they make with their business activities should be used for their projects. We are not looking for a short term, 2-3 months cooperation. If an organization joins starts to work with us, we stay with them for 3-5 years. 

NESsT will only let the organization go, when you see that the child has grown up? 
Yes. Or when the organization itself thinks the child has grown up. SO this has to be a very close two-way communication. Firstly, an organization which approaches NESsT receives consultation (technical assistance) and experience. Secondly, it can get the necessary startup funds for a period of up to three years. 

What kind of sum are we talking about? Can they apply for it?

 Yes. They can, by sending in an application form. The sum is maximum 10.000$ per year, which means that our goal isn’t to make one large single donation to a non-profit organization. We’d rather that the organization gains the support of other donors or uses some of their own money.

Social environment must be an important factor when providing technical assistance. It’s not the same if a civil organization is located in Eastern Europe, USA or South America. 

This is partly true. I was in Chile this summer, to gain some experience, and to see if there were any regional differences. And I can say that most non-profit organizations face the same problems, and they even have the same (or similar) ideas. So you could directly compare two non-profit organizations which have similar goals, client base and have the same venture idea in Chile and in the Czech Republic. The important thing is how the idea and the way they want to implement it will fit with their goals and helps their mission. We distinguish between the mission related and non-mission related ventures. For example: If a non-profit organization wants to run a coffee shop than it can do it separately from its programmes. Then the main purpose is to generate revenues, which can be used by the non-profit organization to help finance its programmes. IN our opinion what matters in this case is that they are running a coffee shop because they want it to generate revenues. But there are also other types of ventures, which can directly help further the mission. An example would be a CSO, whose goals are to employ people with disabilities and reintegrate them into the job market. And their venture is a workshop where they make candles, wooden toys, and some textile things as part of their work programme or therapy. But the final product is something that can be sold. If there is a market for that product then it can generate revenue, so this way their mission activity is  their venture at the same time. We look for non-profit organizations we can “invest” in, but after a few years when we could talk about return, we do not get and measure this return in terms of money but as a social return/benefit, i.e. how much NESsT has contributed to furthering the mission of CSOs.

