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The nonprofit organization La Morada operates in Santiago, Chile as a center for 
advancing women's rights. Established in the mid-nineties, one important division 
of La Morada is a psychological treatment Clinic fof low-income women, many of 
them victims of domestic violence. During its early years of operation, the Clinic 
had become heavily reliant on donor funding. This funding began to dly up 
toward the end of the decade, and the Clinic increasingly found it difficult to 
make ends meet. The revenue and donor support the organization did receive 
was not enough to cover operating expenses. During this time, La Morada was 
undergoing significant peisonnel changes that only made this difficult situation 
all the more challenging. 

La Morada solicited the help of the Nonprofit Enterprise and Self-sustainability 
Team (NESsT), an international nonprofit organization that works to strengthen 
the financial sustainability and mission impact of nonprofit organizations. With . 

NESsT's guidance and support, La Morada began the process of preparing and 
transIorming the Clinic into a full-fledged social enterprise.' The organization 
traditionally provided psychological therapy services at no cost to its low-income 
patients, while the social enterprise would involve expanding this service to higher 
income clients and charging fees to all clients based on a sliding scale. The 
management, smtegy, and culture of the organization needed a transformation in 
order to successfully apply the knowledge and expertise that NESsT was 
providing. The Clinic went through two executive directors working with NESsT 
before a business plan was finally completed. 

1.a Morada discovered that the push for change brought on by the social 
enterprise launch came primarily from the leadership who encouraged the staff 
and other stakeholders that the mission of the organization would not be 
cotnprotnised with a social enterprise initiative. It was imperative to obtain sta f f  
buy-in, as they were concerned that the business model might weaken the mission- 
focus of Ida Morada. During the business plan development process, La Morada 
hired an executive director who was able to bring about the cultural change that 
rhe Clinic needed to implement the social enterprise. The executive director 
emphasized to the staff that charging the low-income clients woulcl not be 
unethical and that there would be minimal client resistance. The new director was 
able to motivate the staff and encourage them lhat the business model would in 
fact further the mission of the Clinic. Additionally, this leader was able to apply 
controls arid procedures that the Clinic was lacking in order to run an efficient 
organization. The tools and guidance provided by NEST during this 
transfomlation were also critical in ensuring its success. 

This case study analyzes the challenges that existed at La Morada prior and 
during the implementation of the social enterprise and the internal changes that 
were required in order to successfully launch the enterprise. Additionally, this 
case study evaluates J...a Morada's relationship with NESsT and the role that the 
NESsT Venture Fund played in this transformational process. Finally, 
management and cultural lessons-learned are highlighted for nonprofits that are 
thinking of engaging in a social enterprise initiative. 
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the government often took up to six months to pama nonprofit incorporation . 

status, but could easily take it away with litde w no e&anation6 

Within the past ten years, the central government has begun to introduce policy 
reform, but there is still much room for improvement Nonprofits with a direct 
service or welfare mission have been granted a tau exemption from income tax. 
However, only a limited dumber of CSOs have been 'granted this exemption. In 
general, "community-based CSQs and those that work in areas such as human 
rights or the environmentm7 are not included in this tax break. 

The nonprofit sector in Chile is growing and a recent study cites a total of 83,386 
civil society organizations in the country. In terms of employment, the sector 
accounts for 300,000 salaried jobs and more then 356,000 volunteers in 2006. 
Another study suggests that the sector employs 4.89% of the totally economically 
active population, which encompasses 160,259 full-time salaried jobs and 143,624 
full-time volunteers. This same study indicates that the relative size of the sector 
can be demonstrated in terms of expenditures, whereby nonprofit organizations 
encompass 1.5% of CDP9 

Since the stabilization of the Chilean economy in the E;ate 1980s and the 
subsequent improvement of the political environment, the amount of foreign aid 
to Chile has dropped significantly. The improved soCiwconomic conditions in 
Chile have prompted foreign donors to move on to countries in more need of 
assistance. International donations provided much of the nonprofit sector 
funding during the Pinochet dictatorship, but the withdrawal of this funding has 
left CSOs either searching for new funding sources or having to trim down their 
existing programs. In order to continue to exist in the future, Chilean CSOs need 
to find new ways to fund their social change activities. 

A.3= Self-fl naneing and S c ~ i a l  Enterprkel0 

', v :  

The terms "self-financing activities,* "social ent-rise activities," and simply 
"enterprise activities" are used to refer to various revenuegenerating 
strategies. Self-financing activities include fees foi services, product sales, use of 
hard assets, use of soft assets, membership dues, and investment dividends and 
are used by CSOs to generate revenues to supplement~xternal donor funding. 
The terms "social entrepreneur" and "social enterprise" have been used in a 
range of contexts and may refer to individuals or emides that pursue social 
change through earned income or business activities of simply to individuals or 
entities h a t  use innovative methods to advance *id &ange but that are not 
necessarily generating revenues. In its work, NE%T & the former definition of 
social enterprise, but specifies that a social ente&ise ig a planned activity that has 
a high potential for advancing social change and generating untied revenues for 
the organization. 

Table I summarizes the different self-financing strategies for earning income. In 
the case of La Uorada, the organization has adop~ed the "Fees for Service" 
model. It is important to remember, however, that nogne self-financing or social 
enterprise smtegy is the "right" model. Each model has its place. The 
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k3.l. Legal and Regulatory Envbnmeat for Saf-fbtmcing 
and S o d  Enterprise d 

6 
In Chile, the legal and tax environment providqs miQOmal benefits for nonprofit 
organizations. As previously mentioned, welfare~~stimtions are provided a tax 
exemption from income tax. This is the only exception. Those nonprofits that are 
not direct service or welfare organizations are subject LO the sane taxes as for- 
profit organizations: a flat 17% income tax and a value-added tax (I!!) of 19% 
on goods and services (sales tax). All commercial activities (term for self-financing 
used in Chilean law), including those belonging to nonprofits or CSOs, are 
required to pay a provisional monthly payment (PMIY) based on the expected 
annual income. Since many CSOs have low levels of ccsmmercial activity, mast of 
the PMP is returned at the end of the year. The VAT .&?ugh, is charged to all 
business activity, even income tax exempted welFai-e institutions. For example, a 
soup kitchen is required to pay VAT on the food it purchases, even though it is 
then distributed free of charge to its c1ients.l' In short, the Chilean government 
offers minimal benefits in the way of tax benefits to promote the development of 
civil society. There are, however, no restrictions that pfevent a nonprofit from 
selling products or services within this tax environme@t. 

: 

A.4. Domestic Molence kr Chile 

La Morada's social enterprise directly addresses do&*tic violence, a prevalent 
and serious problem in Chile with multiple repsrcusdoi~s on the well-being of 
women and children and overall society. 

Violence against women and innfamily violence generates tremendous human, 
social and economic costs. In Chile, 50.3% of women have been victims of 
domestic violence inflicted by their partnelx at some point in their lives. This 
constitutes over half of the female popidation that is,or has been married; of 
which 16% have experienced psychological viole.pce @d34% physical or sexual 
abuse. Based on this research, it has also k e n  e w b w e d  that 14.9% of Chilean 
women in partner relationship have been victi9 ofkxual vio1ence.l2 

L ,, 
In Chile, seven out of ten boys and girts e x p e r i e ~ e  physical or psycholoe;ical 
abuse from their parents. Only 26.4% of boys and girls are spared violence of any 
type. 73.6% are victims of some type of violence, and ?5.4% experience serious 
physical abuse with severe dangerous i~nplications foy the child (UNICEF, 2000). 
An alarming situation arises when one considers the tate of children that witness 
violence between their paren". In additin, data shows that there are 20,000 cases 
of sexual abuse per year in Chile, 90% of which dccur to minors between the ages 
of 5 and 14 (Sernarn, 1992). This same study indicates that in 75% of the cases, 
the person who inflicts the abuse is someone that is related to - or known by - the 
victim. 

The costs of domestic violence for Chile represent a-&endous obstacle to the 
eountly's development. A compantive study of ~ h i ~ d  Nicaragua conducted by 
the Inter-American Development Bank se om so^ apd Orlando, 1997), 
demonstrates the effects of violence on the income of working women. The 
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0.1. History, Mission and O b J d w s  

, 
La Mom& was formed in 1983 by a group of women in hltiago, Chile as a 
center for feminist thinking and action. Their goal was to promote the feminist 
movement, including gender rights. In a strongly paaiarchic country, La Morada 
is committed to reducing domestic violence and workplace discrimination while 
also promoting public policies that benefit low-incorrle women. La Morada is one 
of the pioneer women's rights groups in Chile and is-well-known for its strong 
impact within Metropolitan Santiago. La Morada is dedicated to promoting and 
developing a civil society that fully respects w0me.n. The organization 
accomplishes thi+.mission through the followin~~bj~lefives: 

?'i&l#J$ck. ' ' .  

- To question patriarchal power relationships 
- To establish a nondiscriminatory environAeht for women 
- To develop the financial means of women and the community 

La Morada operates several programs to further ih mission. It is organized into 
three main divisions: RadioTierra (an AM radio station), a citizenship/human 
rights division, and a psychological treatpent center. ,+s La Morada became better 

known in the cod-hunity, woman began 

d Morada's offices are 
lqated in an inviting 
cd~onial-style h o w  in 
dntiapc 

showing up $ th'd4house" (an affectionate ' 
name the st@ 4 s  the purple colonial style 
"casona" which houses their oflices) looking 
for psychological help. The staff -trained 
professional psychblogistsi, were sympatl~etic 
and began t o , r e s j j d  to this demand for 
psychologicafsu~~rt. 

copi'nued to see a rising 
ps~hological services, the 

o~pinization deci'&d to officially open a 
psychologicdl therdpy Clinic (El Centro 
Clinico y de hvestigaci6n) in 1994. The 
organization saw this program as a strong 
extension of its mipion, a place where abused 

A .  A -. 
women are provided counseling and 

psychological therapeutic treatment La Morada also iediied the potential of the 
psychological treautlent (0 resolve the problem of violence and discrimination. 
Alongside the therapy, La Morada also began to,disseftiinate findings from their 
practical work through publications, seminars a& pf&ntations, and to advocate 
on behalf dwomen's rights and health issues. 

I 

La Morada is registered as a nonprofit organization i n ' w e .  As such, it is required 
to have certain oversight and structure. Ove~seeing La Morada is a bard of 
Directors and a general assembly. The general assembly is made up of 38 members 
that are responsible for evaluating and approving the b'udget. Every two years the 
general assembly elects five individuals to the Board of Directors. The directors are 
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sutution ana are responsible for creating the 

giving that Integrates 

provides both technical and financial assistance (oh a case by case basis) LO CSOs 
in Latin America and Central Europe to plan, launch, and implement their socia . 
enterprises. 

The NVF is designed to demonstrate hat: 
- CSOs can strengthen their organizational sustainability and mission impact 

through social enterprise. 
- Through a careful and wellplanned enterprise development process, CSOs ' 1  

can reduce the risks of social enterprise and increase their chances of 

. I, 

ESsT uses the experiences and lessons of the NVF portfolio membe~s to drive 

During five to seven months of intense cooperative work, NEST provides on- 
going technical assistance and consulting advice to guide CSOs through the 
evaluation of their prospective social enterprises, The amount of assistance 
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'4 a network of bu5~*- professionalize the CSO, and to evaluate the feasibility of the proposed 
and bushes enterprise. Each step in the process builds upon the previous one to deepen the 
profesdonals who level of analysis culminating with the development o fa  business plan. CSOs are 
donatetheir time to 
support the PlESsT assessed at the end of each stage to determine if they will advdnce to the next and 

knd are expected to take me initiative to push throdgh the entire process. 
They also, In some 
Instances, make 
hnvesunents in portfolio 
brganiratiom for a social 
return. 

Organizations that are selected to join the NVF later stage podolio receive 
tailored multi-year (three to five years) support cbmbining smtegic, managerial, 
and financial support from NESsT and its collaborating team of business experts 
and partner institutions. NESsT's Enterprise Development Manager is assigned to 
work closely with the supported organization. e anhunt of technical and ='b 
financial &stance provided by the NVF to lated kta@'~rtfolio varies a c c o r e g  
to the needs of each organization and depends bn the levels of human and 
financial resources available to NEST each yeaf, but tend to average 30 hldtime 
workdays per year. 'I).pical amounts of financial support range from USD 1,000- 
10,000 (EUR 800.8,000), with an average of USD 5,00Q (EUR 4,000). NESsT 
works with each portfolio organization to ensure that it meets the enterprise 
development, social change impact, institutional development and financial 
sustainability goals established in the planning pfoc&. Over the period of time 
that CSOs are in the W, portfolio members develop.the ability to operate their 

enterprises independently a d  in a'-sustainable manner. 

~ h 6  staff of La Morada and 
N E ~ ~ T  meet with members of 
thd Business Advisory 
f-dkork to review the 

1 busrness plan. 

I 

At both early and later staged, W%T is assisted by its Business 
Advisory Network members." who offer their knowledge anct 
skills on a pro hono basis to nkmbers of the NVE 

With the help of NESsT, La Morada went through the social 
enterprise development pro*ss &em ,2002 - 2 003 and devised 
a business plan for the psychological treatment Clinic. 
Although the Clinic only accounted for 5% of the overall 
operating budget of La M o d a  at that time, it was deemed by 
the organization's Board to be most in need of NESsT's 

support. In the early years, the Center had offerkd its services at no cost, and 
most recently had begun to accept symbolic payments fkom some its clients. The 
strong rising demand for the Clinic's psychological meanent setvices indicated 
that it would be possible to increase the number of cliints and generate revenues 
to cover the Clinic's costs. The business pl& expanded the Clinic's target market 
to include middie-class women who could afford 'm pay higher service fees and 
thus offset the costs of the lower income clients. The plan indicated that through 
a moderate growth strategy, the Clinic could btx?jk&-evG in year three of 
operations while increasing both its lower and highe&corne clients. NESsT 
helped La Morada in developing pricing, markebng a d  human resources 
strategies that wouId help the Clinic to meet the~e projections. 

The business plan was completed at the end of 2003 and the social enterprise 
launched in January, 2004. The following objectives w e  outlined in La Morada's 
business plan. (See Appendix I1 for the timeline of &e social enterprise 

DRAFT Case Study: Not lo be didbred ,  cited, copied o r  referenced without permission of NEST. 





include families, couples, adolescents and children as firget groups. Family 
sessions, for example, are charged at a higher fee ( Q P  15,000), &us increasing 
the average price per visit The Clinic has also entered into partnerships with a 
local university and several agencies of the Chilean government where these 
partner institutions subsidize a portion of the fek Thetotal fee received by the 
Clinic is greater than would be received if only die client was paying. 

M ~ ~ €  
The business plan outlined an extensive plan for marketing the Qinic and 
increasing awareness of the services offered. In the first year of the enterprise 
(2004), La Morada conducted a mar3teting campaign that introduced a new 
corporate identity and logo. NESsT sought the supp t t  of a member of its 
Business Advisory Network, the director of a well-known communications agency, 
who assisted La Morada with this campaign. The, objectives of implementing this 
marketing plan were as follows: 

- Increase the number af clients 
- Attract middle& clients 
- Become known as a self-sustaining organization 
- Position the Clinic as a standard and reference for quality and as a leader 

in forming professionals in the mental health jpdustry 
- Position the organization as a leader in human rights and gender 

discrimination. 

The Clinic has had to overcome the image of being a low-cost provider and the 
misconception associated with charging significintly less than the competition. It 
was felt by some potential patients that the Clinic was charging less for their 
services to make up for a lack of quality. A word of mouth marketing campaign 
has helped improve the image of the Clinic. As more clients have discowred the 
highquality services that the Clinic offered, the low-price equaling lowquality 
stigma has lessened. 

Since this first year campaign, the Cliic has sca@d back its budget for marketing 
efforts. The Clinic has been advertising througbccmail promotions to local 
university students (including follow-up phone 4 1 s  and emaib), as well as 
through increasing word-of-mouth referrals.) 

SalesPOaa 
One of the goals of the social enterprise was to el~pand services into markets 
that were not being reached by other psycholo&l Glinics. La Morada would 
achieve this by disseminating information about the Center, building on its 
contacts and database, as we11 as through patieots' word-attjnouth. University 
students are a market segtnent that La Morada beganWto pursue with the 
enterprise. A goal for ihe fint two years of the five-year plan was for La Morada 
to enter into a partnership with a local university where the university would 
subsidize a portion of the cost of student treatment. Under the partnership, 
university students would receive treatment from La Morada that they would 
otherwise be unable to afford, were they required to pay the full fee. The 
university would subsidize a portion of the cost of treatment, such that the 
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Marlana F. (Psychologist), 
March 29,2006. 

18 Interview Valentine M. 
IEKecutive Mrector) and 
Mariana F. (Psychologist). 
March 29,2006. 

to double by year two, increase by 20% in yeiar three and remain the same in the 
following two years. Variable costs woi~ld follow a similar pattern, while 
operational costs were projected to remain relatively b t a ~ e  during the five year 
period. With this scenario, the Clinic would break even in year three. NESsT's 
financial investment would be used to close thi&ap akd pr&arily to pay for the 
staff base salaries. Seventy percent of montl~ly revenues would be allocated for the 
variable component of staff salaries and the remaining 30% would be allocated to 
cover operational expenses. A reserve fund would be created to cover ongoing 
operating expenses in cases when staffwas absent and unable to p e r f m  fee  
based services. 

<- :, &, . 
La Morada has worked hard these pa5t two years to meet and sur-pas its income 
projections. Prior to launching the enterprise, the Cliiic generated approximately 
USD 35,000 (EUR 27,750) in income,.but this he increased to over USD 61,000 
(EUR 48,360) in just two years. NESsT provided$atient capital16 of USD 10,000 
(EUR 8,000) in year one and USD 7,000 (EUR 5,550) in year two to help cover 
income losses. Additionally, at the end of year mo (aOOfi), the Clinic's self- 
generated revenues through the sale of services and the internship program 
covered 91% of operational costs incurred that year. The remaining revenues 
came From several donors, including NESsT, and a substantially reduced amount 
came from the parent organization. In 2006, the Clinic expects to once again 
generate revenues to cover 91% of operational costs. h i s  percentage represents 
an actual increase in revenues considering that starting in 2006 the Clinic 
assumed overhead costs that previously had been covered by the parent 
organization. In any case, the Clinic expects to cover all operational costs through 
selfgenerated revenues in 2006. reaching its business plan goal of breaking even, 
and no longer needing financial support from its parent organization or NESsT. 
Donor funds received starting in 2007 ancl onwards will be designated only for La 
Morada's other programs. (See Appendix 3 for a consolidated income statement 
for the Clinic.) 

As the La Morada management team admits, thq$(;linic had previously been run 
very casually. The staff did not keep regular houis; the psychologists came and 
went as they pleased. The hours that the staff did work were not recorded. There 
were minimal standards or processes for how the patients would be treated. Some 
patients were charged for the service, most were not. Additionally, expenses .were 
not tracked. This 'hippy"" atmosphere was not conducive to quality patient care 
or to running an efficient business. The Clinic was not generating enough income 
to cwer expenses, but, at the same time, there was a resistance to changing the 
model. As the Clinic staffjoked about it in an in&rview, they had believed that 
business was for business people, not a sociallydriven n ~ n ~ r o f i t . ' ~  La Morada was 
forced to identify and address these challenges when working with NESsT on the 
business plan and completing the social enterprise development process. 

The Board began noticing thee  problems at the Clinic as early as 2001. One key 
psychologist left because she perceived the Clinic to be managed poorly. This had 
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feasibility study work). Gabriela C is on  maternity leave until October; 
and the Board is changing. It has not been easy for them to organize and 
find time for the process with NESsT, but they see the value it has and 
they are not pulling out of the process. I have made many observations to 
the business plan all along the way. It has been frustrating because we 
have discussed many issues that were not (sorne still are not) represented 
in the business plan documen't, although they understand them. The 
good thing is that they send drafts and are willing to work on the points 
mentioned. Not so good is how hard it has been for them to introduce 
basic concepts. But they have made a very strong effort, worked extra 
hours, even during national 

Given this scenario, the La Morada Board realized that a more fundamental 
change was needed to successfully launch the social enterprise. They needed 
someone who could lead the Clinic through a shift in orpizatianal culture, 
moving away from a donor dependency mentality to a more business-oriented 
one. The Board decided to nominate Valentina M., previously on the General 
Assembly at La Morada, to take the vacant position as director of the Clinic. 
Valentina M. had become involved with the later phase of the business plan 
development process as interest within La Morada for implementing the social 
enterprise was waning. She pushed Eorward to implement the business changes 
specified in the business plan in a timely manner. The Board had been so 

impressed with Valentina M's efforts that 

the c 
were 
that 
cour 
serv 
(he1 
=P; 

they hired her to be the new directol- of 
the Clinic. 

Valentina M. mepred the position, but 
made i t  clear thar &e was plot going to 
make changes for 'change's sake. In fact, 
she spent thefirst month in her new 
position learning how the Clinic 
operated, wakchingthe empkryees, and 
formulating id- of whac needed to 
ehange$3he worked with the st& to 
understand W r  jobs. and rtSe chdlenges 
they f a d .  AfW this s&-imp& 
orientalion period, she began to suggest 
and implement changes witbin the 
Clinic. Wmk'rrig with NEbT guidance, 
Valentina M. established procedures for 
how the psychologists would-hmct  with 
the clients. She created a schedule for 

and began keeping timecards of hours worked. Receipts and expenses 
racked for the first time, In adcEileion, Valetjtha M. diversified the services a 

ne Clinic ofFered from justdrldividual Sessidns to offking serpices for 
m, families, teens, and children. This segmenatich and the change in 
:es offered were born out of Vdentina M.'s hckgtjound in fanily psychiatry 
6eld of spedaliza8on) and a natural evoiutim w'lwn thk Clinic. These 
lded services complemented La Morada's mission more so than the original 

, 
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The NESsT methodology provided La Morada with a framework for systematic 
assessment at each stage of enterprise planning. NESsT provided support in 
developing policies that directly addressed staff concerns regarding mission or 
change in instiiutional practices. Through this piocess, La Morada's Clinic was 
well-positioned to implement the enterprise. With later stage support of the NVF, 
the organization would ultimately experience a marked increase in mission 
impact, institutional development and financial smtainability. 

During the early stage social enterprise development process, NEST tools 
examined and helped La Morada assess and develop strategies in four areas of 
organizational readiness for social enterprise. These included: 1) assessing risks to 
mission and institutional values and developing mitigating strategies to prevent 
deviation; 2) assessing stakeholder support and developing strategies to bring 
naysayers on board; 3) assessing and ensuring that the internal capacity -staff, 
infrastnicture, culture and planning- necessary to undergo the process existed; 
and 4 assessing financial stability and ensuring that the organization had 
resources to pay the team of psychologists for a year in advance, so that it could 
undergo the social enterprise development process. Despite some concerns, 
NESsT deemed that La Morada was organizationally ready and together began to 
work in assessing the viability and developing the business plan for its social * 

enterprise. 

In spite of this assessment process, several cultural tensions surfaced 
within La Morada during this transitional period particularly around the 
concept of charging patients for services. Certain staff members felt very 
uncomfortable with this idea and resisted it. NESsT worked with the team 
to come up with a pricing mechanism that was responsive to 1.a Morada's 
mission but that would begin to cover the Clinic's operational costs. The 
Enterprise Development Manager facilitated numerous discussions 
around this issue, and came up with the concept of an average price as a 
way to meet the double bottom lines of the enterprise. According to the 
business plan, the Clinic would aim to achieve this average price on a 
monthly basis, but could reach this goal by selling a t  a range of prices 
that were left to the discretion of each psychologist. In order to address 
concerns about losing low income clients due to their potential inability 
to pay, NESsT advised the Clinic to assure that a t  least 20% of clients 
were from this segment. 

In terms of human resources, the team worried that by paying each 
psychologist according to the type of clients served, an inequitable system 
would be set up whereby those therapists that saw higher fee clients would 
earn more then those who saw lower fee clients. In this case, NEST helped the 
Clinic come up with a mechanism that would pool the fees and psychologists 
would be paid according to the number OF clients but not the type of client. In 
this way, there was an incentive to serve more clients, but no disincentive to 
serve lower income ones. 
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t-svective and help complete the process 

organizations in the NVF portfolio. To do this, NESsT engages with these 
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manages and evaluates 
performance In these 
four areas. The Tool Is 
based on NESsT's 
extensive work wlth 
portfolio members. The 
basic framework 
.considers social 
.enterprise development 
as the driver for social 
impact, organizational 
development and 
financial sustainabllity. 
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Cultwe in a Sodal Change Olganiza&n 

Chile I 

There is no doubt that the hard war% by the la Morada and NESsT staff' has allowed 
the Centro de Salud t~ i m p v e  greatly in the past few years. Since the launch of the 
social enterprise, the Clinic has expanded the types of services offered to include 
families, couples, adokwents and children. This has resulted in an increase in both 
the number and types of patients served at the Clinic. In addition, the Chic has 
developed a committed staff, improved financial systems, and enhanced financial setf- 
sufficiency. The balance between business and mission mindsets of the team has been 
consolidated. The tnethodology applied during the business planning phase has paid 
off in that the staff huly awns and manages h business. The current Enterprise 
Development Manager has a very positive rapport with the staEand there is great 
willingness on the part of La Morada to apply many of NESsT's recommendations. In 
the last year, the organization has adopted the NESsT Performance An;magement Tool 
to set goals and indicacom and to aack and manage progress in the following four 
areas:=' ewerprise perfnrmance, social impact, institutional development, and 
financial sustainability 

Enterprise Perfurmanee 

NESsT and La Morada have worked together to develop key organizational goals 
and indicators. In general, NESsT has pushed for financial and operational goals 
of the business, such as the increasing the average price paid per session and 
monitoring cash flow both of which have proved chalknging for the staff. 
Progress has been made over the past two years in particular with h e  financial 
viability of the Clinic: average number of sessions per month has increased, as bas 
the average price paid per session, expenses are trachd more closely; and use of 
space is closer to fidl capacity. There have been several new conutacts signed with 
institutional partnem, which have helped to increase the number of sessions 
provided at a higher price. The organization is now monitoring patient referrals 
as well as patients who complete the treatment successfully, both of which are 
increasing. This data measures mission impact and has shown a successfnl track 
record which in turn has enhanced the efficiency of marketing effbrts. ~alentina 
M. has played a key role in closely watching these indicators on the viability of the 
Clinic. By monitoring the financial aspects of the business, the social enterprise 
has become stronger and more likely to become sustainable. 

C7lallenges to come include maintaining a continued increase in the average 
price charged, managing government contracts to avoid dependency on public 
sources, addressing the Clinic's limited space capacity, and monitoring growing 
competition brought about by public policy cha~~ges. 
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ements for Year 2 (2005) 
f lnancial performance- . 

Social impact 

The Clinic is a great extension of the organizational mission becauseti-@ services 
unprove the quality of life for women individually and in their rela+.dnships with 
others. In the past few years, Vdentina M. has placed great empllasis pi%.:: .- .- 
improving tile qivality and diversity of services offered at the Clinic. I$ " 

" . implementing strong controls and spending more time in the develobrnent of the 
, 

staff, La Morada has ensured a more consistent service for its clients. Secondly, 

business plan) to 269 at the end of year one and to 348 at the end of year:&, a , . ..I 
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116% increase overall. The number of patiencf from low income levels has 
remained greater than those of middle income levels overall, which demonstrates 
that La Morada has been able to strengthen its social impact as a result of its 
social enterprise. In addition, the organization has never turned away a woman 
who was unable to pay even a small fee. 

Finally, the enterprise has also strengthened I a  Morada's position in the field of 
psychological services and training. The Clinic has spent more time on research 
and advocacy of women's issues at both the community and public policy levels 
since the establishment of more efficient time management skills and the irse of a 
fixed salary component. At the same h e ,  the internship program for psychology 
students is being consolidated, although the number of students has been 
reduced in order to maintain the quality of the program and avoid diverting staff 
time for supervision. 

---- - 
Table V: Social Enterprise Mission Performance 

services. 

Increase number of patients successfully Number reached 23.5% of total patients 
completing treatment. seen. (Not previously tracked). 

Position the team to influence public Participation in activities against violence 
policies and participate in the general including the organization of a seminar on 
debate on women's rights. legislation on workplace sexual harassment. 

Institutional Development 

The institutional development at the Clinic was an area that needed 
significant improvement before the launch of the enterprise, and one 
which has shown dramatic signs of progress. The predominant focus for 
the past two years has been to establish a reliable core psychologist team 
and to ensure that specific procedures, practices, and environment are 
established so that the Clinic can be effective in reaching its mission. 
The focus on these internal issues has paid off. The Clinic's culture has 
made a complete turnaround. The staff is motivated and enthusiastic 
about the future. They now feel confident that they have a self-financing 
strategy that is closely aligned with the mission. 

The practice of paying team members a salary with a fixed component 
(with the subsidy from NESsT), as well as a variable one baaed on the 
number of sessions provided per month, continues and has proved 
effective. In addition, Valentina M. has instituted a shared system of 
responsibility, where team members share tasks and projects (e.g. sales 
and marketing) and hence feel greater unity and ownership of the Clinic 
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Table VH: Organizalonal Flnanclal Sustainabllity 

osts (from 73% to 80%) 

There were management and cultural issues that existed within the 
psychological Clinic at La Morada prior to their involvement with NESsT, 
but these issues surfaced during the business plan development process. 
La Morada initially operated their socially-driven feminist work in Chile 
under the mentality that the business world can focus too greatly on 
financial goals, even possibly at the expense of people. So, when the 
Board and NESsT suggested that the Clinic regularly charge its clients for 
treatment, an internal culture clash ensued. For the nonprofit, i t  meant 
having to transform what was a social service program into a mission- 
driven business, This not only meant that the staff, a team that had no 
prior business experience, had to learn an completely new set of skills, 
but also required adopting an entirely new way of working and of relating 
with patients and with each other. The moral issue of charging low- 
income women for a previously free service and the potential client 
backlash created internal resistance against the social enterprise idea. 
What was needed was not only a supportive voice to calm the staff's fears, 
but someone who clearly believed in the new strategy and who had the 
management capability to turn this situation around and apply NESsT's 
advice and support. With a more business-minded director and a 
motivated staff that now has bought-in to the new strategy; the Clinic is 
successfully running a sustainable social enterprise. 

As the concept of social enterprise continues to become better known and to gain 
support, the challenges that are involved with guiding a donordependent 
nonprofit to successfully launch a sustainable enterprise are numerous. As in the 
case of La Morada, many organizations dependent on and comfortable with 
external donor funding will no doubt resist charging their clients a fee or 
adopting amore business-like approach to running their services. In addition, the 
skills, procedures and controls to run an effective business will most likely not be 
in place. 

As CSOs go through the social enterprise development process, they will likely 
discover that a new mindset and skill set are required to launch a social enterprise 
effectively. This transformation, though, will be greatly enhanced if it is driven by 
an effective leader that is able to motivate the staff through the difficult cultural 
changes that are required to launch an income-generating enterprise. The leader 
will be forced to balance new tensions - financial goals alongside mission goals. 
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diately accepted by sstaff. 

the support that an organization such as NESsT can provide through iu . 
d advice, arid in terms of both hard and soft areas of social enterprise ,,, 

uphill cultural battle in establishing a social enterprise in a 
onor-supported nonprofit. It may even seem that the new 
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