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l. LIBERAL ARTS EDUCATION AND ENTREPRENEURIAL LEADERSHIP OF
DEVELOPMENT THROUGH SOCIAL BUSINESS

The argument in brief

1 The American model of liberal arts education can underpin the capacity for entrepreneurial
leadership of development in Africa, the Middle East and other emerging or recovering
regions that will be crucial for world peace.
1 This model of education has the potential to instill a strong sense of social responsibility
along with broad analytical capabilities, and hence the motivation to excel in social
busines8 the kind of business that is particularly important for community-based, bottom-up
development in these regions.
T Soci al busi ness maapiwedlli sbned tihre tAeu tMuwsel iomh W
leading economist, Dr. Muhammad Yunus)d potentially the best basis for peaceful progress
in cooperation with other cultural traditions.
Africa is a proving ground for this possibility.
1 Demand for liberal arts education having this

The premise of the program proposed
in this paper is that a different approach

practical orientation is rising in these regions. to education is needed. Youth in
Investment in schools (primary, secondary, and countries seeking transformative social
tertiary) and in pertinent curricula can produce the change should be educated to become
youthful cadres of entrepreneurial leadership that entrepreneurial  (financially  self-

standing) leaders of development

will be_ needed_. How \;VI” this investment in through business for social henefit
education be financed- (Asousbhedso) . Th

T The answer is basicall out a strategy for action based onthis | d , 0 al
grants are initially needed to build capacity for premise.

indigenous leadership and management. American
technology and education can be jointly exported to these regions through global investment
in bankable projects in power, transport, security, and other infrastructure that support social
business growth. Major U.S. companies export to these projects of foreign governments,
which may agree with the US government as financier to allocate part of their investments to
development goals that require both indigenous education and imported resources. Such
AOffset Agreements, 0 supplemented by foundat
entrepreneurship, can build a profession of Entrepreneurial Leadership for Development
(ELD) through social business. In this document, people in this profession are called
ELDers.
9 Inthis financing the role of governments is to authorize and oversee these Offset
Agreements while facilitating the launch of the infrastructure projects themselves. Finance
may be organized by policy-level US companies such as the US Trade and Development
Agency, Overseas Private Investment Corporation, and US ExIm Bank. The private sector
can do the rest. Only catalytic official aid is needed. Of course, social and economic policies
in the receiving countries will govern the path of results. A regime of rules governing
schools, if dated and repressive, may limit progress. Innovative educators need plenty of
room to try new approaches.



We should use what America does best

America's most valuable assets that Africa and the Middle East can use to support peaceful
progress are the American system of liberal arts education and US technology for power, water,
transport, security systems, and related infrastructure of business growth. These available US
assets can now be combined in an innovative strategy having high leverage on national, regional,
and global goals through liberal arts education for Entrepreneurial Leadership of Development
(ELD). Conflicted, recovering, and emerging areas 1 including concerns for US policy such as
the Sudan, West Bank, the Gulf, and Iraq i are now key locations for focusing this innovative
strategy for development.

This road to peace can be built through education targeting indigenous future leaders of social
busines® that is, enterprises having social purposes that are led by entrepreneurs whose vision
is focused on social goals. This road to peace may lead from Iraq east to Iran and Afghanistan,
west into Egypt and North Africa, and south into Somalia and down the coast of Africa. The
elements common to all these force vectors are (1) the philosophy of social enterprise for
bottom-up, sustainable, socioeconomic progress, (2) its appeal in cultures that may well envisage
a different Afuture of capitalismd than
future indigenous leaders of this progress through independent, residential, coeducational, liberal
arts schools armed with a practical curriculum for social entrepreneurs.

A virtual network for a coordinated strategy

This strategy aims to bring the following sets of leaders into a virtual network that is incentive-

consistent and motivated to achieve its mission:

1 Administrators of American-style liberal arts schools in Africa and the Middle East, and of
connected schools and non-profits in the USA, who are interested in giving advice and
setting examples;

1 Project planners in these regions who are initiating investment-grade projects having high
relevance to development® and who can be induced by public policies to allocate under
contract, called Offset Agreements, a percentage of their capitalization to grants for this type
of education;

1 Contracts managers in the leading U.S. aerospace, defense, and security firms who are
positioned to supply these large-scale projects with technologies, technicians, and managers
and who have both CSR and commercial reasons to assist their clients to build up their
human resources under these Offset Agreements;

1 US Government agencies charged to promote development overseas through trade,
investment, and finance. For example, USTDA connects US firms with low-income markets
by providing selected infrastructure projects there with finance for feasibility studies and
start-up;

L USTDA is now organizing a forum in Cairo next May to match U.S. firms with MENA power projects in such
areas as gas-fired cogeneration, wind power, solar thermal and concentrated solar PV, combined desalination/power,
rural electrification, transmission and distribution upgrades, smart grid development, regional interconnectivity,
biomass, biofuels, and hydroelectricity. See http://www.trademeetings.com/ssMeetingDetails.asp?meetingld=214

t
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1 Development agencies in low-income countries, which are seeking catalytic ways to use
small budgets to pursue big development goals through energizing their private business
sectors;

1 High-income states, particularly in the Gulf, that already have Offset Agreements with these
U.S. firms that they can use for projects such as building schools either at home or in
countries that these states wish to patronize;

1 High-level policy makers in all these developing states and in the US Government who can
authorize and oversee these Offset Agreements while facilitating the launch of the
infrastructure projects themselves.

I f motivated to coopwirmd eobtyc@ames sti oot odr ¢ hgo
these sets of leaders can build a more stable environment in Africa and the Middle East, financed

by bankable projects having high impact on long-run development, requiring only catalytic

financial aid from governments, and generating indigenous capacity for sustainable growth

through education of entrepreneurial leadership. This is the best way to end the present system

of development financed by foreign aid.? Building this virtual network is a challenging task, but

modern ideas and tools make it possible.

The nature of education for entrepreneurial leadership of development

It is widely agreed that the American system of higher education in the liberal arts has unique
power to build the capacity of men and women for creative leadership in all fields of productive
endeavor: in teaching, postgraduate research in science and technology, innovative
entrepreneurship, global business and finance, the professions, mission-driven organizations of
civil society, the media, as well as in public administration, diplomacy and politics. Education
for social entrepreneurship (entrepreneurship for benefit of specific communities) can be an
interdisciplinary field of emphasis in college curricula that include practical introductions to
engineering, business, and technology as well as arts and sciences.

At its best, a liberal arts education builds what Dr. Alfred Bloom (former President of

Swarthmore College, who is now helping New York University to start a similar school in Abu

Dhabi) call s net heérsdoahlat uniomof spifit ind ngirel m theshighdy He ref
educated individual that brings deep satisfaction from taking responsibility for sustained

i mprovements in the welfare of oneds communi:t
the neighborhood to the nation to the world). These individuals become the informal elites of

their professions and of their communities--the accepted leaders of social change who earn the

respect and even the love of their peers, followers, and beneficiaries. Social entrepreneurs create

meaningful work for themselves and jobs for others. Many work with like-minded collaborators

to create fAsoci al -baseddevelgpments es o f or communi ty

Social enterprises earn fair profits for their owners, grow cumulatively through innovation and
reinvestment, spread their business models by open demonstration, and repay investors while
promoting fundamental social values such as equality, justice, stability, independence, and an

2 Other ways evoke past projectss uch as t he Marshal l Pl an. See Gl enn Hub
Wi | | It Fall?d6 in The Wal/l Street Journal from this | i/
http://hpb.online.wsj.com/article/SB10001424052748703574604574501603064761392.html .
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improved natural environment. Corporations with global reach and using technologies at the

frontier of research can be built in this way, from the ground up.® A growing number of

American foundations and specialized nonprofit organizations, such as Ashoka

(www.ashoka.org), Endeavor (www.endeavor.org), and the Kauffman Foundation
(www.kauffmanfoundation.org) , ar e s howimpga chto we niithriegphr e neur s 0
this approach to development.

WILMA, the World Institute for Leadership and Management in Africa (www.wilma.us), strives
to show how American-style liberal arts schools in Africa can be connected with practical
opportunities for their graduates to create social businesses structured within the WILMA
Business Ecosystem (summarized in Annex 1). The result should be to give their own
communities (including remote rural areas) greater access to global resources, social
empowerment through collective ownership, better management of local resources through
profitable enterprise, and ultimately returns to these communities that potentially end their
poverty.

A leading example of an African liberal arts college is Ashesi University College in Ghana

(www.ashesi.org). Ashesi was founded in 2002 by Patrick Awuah, a graduate of Swarthmore

College, which is a model of the modern liberal arts college in the USA. The mission of Ashesi

is Aéto educate a new gener atAfricanto coltivateavithimi c a | ,
our students the critical thinking skills, the concern for others, and the courage it will take to
transform a continent. 0O Then in 2008 the Afr
(wwwe.africanleadershipacademy.org) was founded i n South Africa,
two-y ear program designed to prepare each stude]
using a Aécurriculum with a uniagde Afocesnomstlu

Undoubtedly, some of the Academyds graduates
then on to become builders of WILMA Business Ecosystems. These are the beginnings of a

movement that can eventually transform Africa, setting the Continent on its own special path

into a better future. This path, to be discovered by these new generations of students, will be

different from all paths taken before by other regions.

Connecting the network with geopolitics: education for buidling world peace

A strong argument has been made that Muslim areas have much to gain from adapting the
American system of liberal arts education at undergraduate level to the present realities and
objectives of these states and, in this process of adaptation, respecting the traditional cultures and
social values of these States.*

¥ Social business, whatever its objectives, must be managed tightly for profit and growth, as in the examples given in
Dan Senor and -BpuNaSipnger ThBeS®&utcy Mifr alcd reg &l 90 0Bc on

4 See http://hdl.handle.net/2099/5771 and the paper linked to this web address by Dr. Marina Tolmacheva, President

of American University of Kuwait, AiBringing the Ameri c:
I ntercul tur al Educati on, o wHinterhatiomabBarcelpna Conferencé on Higher Pr oc e e «
Education, published 2008 in Volume 6: Higher Education for International Dialogue and Multiculturalisyrthe

Gl obal Uni versity Network for I nnovation (GUNI). To d

information about GUNI, see http://www.guni-rmies.net.
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In Muslim cultures, which tend to welcome as natural the values, principles, and purposes of

social business, this path of progress should complement the now-prevalent approach of

development planning and implementation by the State. In places where government itself is

weak or suffering from internal conflict, social business provides an opportunity to make

progress, building upwar ds f €ootrol ahdiResporSilglitya s s r o
(what WILMA calls LICR) and creating Abusines
the globalized economy of the future. Over the past decade WILMA has been working on such a

model of bottom-up, community-based development through the systematic building of Business

Ecosystems. The model is currently being tested in Tanzania, and it is being introduced in a

number of other countries.

These arguments provide the rationale for creating liberal arts schools and colleges particularly
in places that have the most to gain from this bottom-up development strategy. The West Bank
might be considered as an example. Al-Quds University (The Arab University in Jerusalem) or
Bir Zeit University could take the initiative, within the capabilities of the virtual network
outlined above, to create an independent, residential, co-educational, undergraduate school
offering world-class education in the liberal arts, having a focus on educating the future leaders
of Pal est i n ¢i@ughgdss ot bodapemerpnise and entrepreneurship. If this can
be done in the West Bank, it can be done in equally troubled areas of The Muslim World.

The best and the brightest of young Arabs often leave home to find excellence in liberal arts

education and tend not to return soon. Although there are American-style universities in Beirut,

Cairo, Kuwait, UAE, and Kurdish Irag, many Arab students go to the USA, albeit with difficulty

since the US Government 0s200l.eSethee ssneedandan t he t er
opportunity. New schools in Arab Iraq, Palestine and elsewhere would make these areas places

to go to, not places to leave. And this would be basic infrastructure for lasting progress toward

peace.

Any new school, indeed, could aim to offer a higher quality of liberal arts education than is now

available to these young Arab pioneers. As Dr. Tolmacheva notes (see footnote 6), there are

impediments even in Kuwait to the use of the American system to achieve the educational

objectives that Kuwait and other Arab States have formally adopted. There is a need for
Adiversity in programs and pedagogi cal appr oa
and student on the basis of equality that characterizes teaching in the USA, a need to use the

residential campus to build the social skills and attitudes necessary for effective team-building, a

need for students to learn from intensive interaction with other students and teachers of diverse
backgrounds/personalities/cultures, and, crucially, a need to mobilize the intellectual energy

generated by coeducationd cooperative learning by women with men in the pursuit of shared

interests and objectives such as community-based development. A liberal arts college at its best

builds business relationships that last a lifetime (including marriage). Of course, the pursuit of

excellence and maintaining traditional habits come into conflict sometimes, and, when they do,
choices must inevitably be niasdee.t h eAnbyarnoe w fs cghu

This is a challenge and an opportunity that America can pose to all its partners in the search for
peace with justice. The Obama Administration is likely to rise to this challenge and opportunity
if other countries do their part.






II.  EXAMPLE: BUILDING A PROFESSION OF ENTREPRENEURIAL LEADERS OF
DEVELOPMENT (ELDERS) IN TANZANIA

Concept of an ELDer course of education

An ELDer course of education is a special pro
that developsastude nt 6s capacities for Entrepreneuri al
speci al program of music education aims to de
music. People differ in their aptitudes to achieve in ELD, just as they differ in their aptitudes to

achieve in music. A long and continuous path of education that is rooted in the dynamics of

personal growth presents each child with the best opportunity to excel in such fields, given his or

her personal limits. Some who complete this path will have long and luminous careers as

Entrepreneurial Leaders of Development. All can benefit to lesser extents even from relatively

short journeys along this path. While music expresses life and contributes beauty to it, ELD
provides the leadership that the whole country needs in order to achieve its goals in
Adevel opment o (which Professor Joseph Stiglit
In countries such as Tanzania that have adapted colonial practices for their public education

systems, the ELDer course of education may simply
be added to the curriculum required by State
examinations for diplomas and academic degrees.

Based on its extensive work in
Tanzania over the past decade,

While the course can thus be included in the program
of any public or private school, teaching at whatever
level, new private schools have the most flexibility to
pilot the ELDer course. As their experiments build
the reputation of the idea, other schools will become

WILMA has many opportunities to be
a catalyst for building an ELDer
profession in Tanzania by cooperating
with innovative schools that are being
planned or are already operating. This
section discusses the educational

philosophy that WILMA brings to this
te n gd adg et.d ’ il adn td TheC\El ent ut acli'tl y role and then outlines an ELDer course poli
oward education will adapt. The Government and its of study that fits this philosophy.
educational authorities are not likely to be poised to
| ead change in this field, but after a Atippi

reached through private initiative, the Government can speed up the dissemination of popular

reforms by changing its policies.

Ideally, the ELDer course should have a liberalizing effect on the way the required curriculum is

conventionally taught in these public schools. Its impact will be greater to the extent that the

hosting school (public or private) creates an environment for active learning that challenges each

student to perform to the best of his or her ability, whatever the content of study may be.
Following are some broad indications of what constitutes such an environment for active

learning:

Preschool through Grade 3 (ages-8): Using Montessori methods or similar from Europe and
USA, the school instills by example and practice the basic values that are essential for effective
leadership of community-based development. These values are: trust, punctuality, sharing,



responsibility for yourself and others, eagerness for hard work, the drive to learn from others (in
your own peer group as well as older students), adventurousness (willingness to try new things,
take risks), creativity (through art, making things from the imagination), delight in solving
problems on your own or in a team, and faith in the power of love to bind people in a shared
effort.

Grades 47 (ages 912): Using small classes where each student meets each day in interactive,
unstructured sessions with several different teachers having expertise in different fields (math,
language, history, science, art, music, etc), the school promotes balanced growth of the four

di mensions of a persondéds capacity for | eaders
Similar 'y, The Bible reports in Luke 2:52, that 7T
favor with God and men. o This is the kind of

and learning it begins early in life.

Grades 813 (ages 134.8): In preparing students broadly for entry to a liberal arts college or
university, the school is coeducational, mostly boarding (few day students), high ratio of
dedicated teachers to students, and (as in grades 4-7) different teachers having expertise in
different subjects. The students acquire analytical breadth, learn to think critically, and learn to
enjoy intellectual challenges. They learn that they can contribute to the store of human
knowledge in their own way, not just passively absorb some small bit of it designated by
authorities. They begin to challenge conventional thinking and systems in their own society, and
they dare to take personal risks in doing so. They develop constructive attitudes toward sex,
marriage, social responsibility, and they learn to care for those who need help. They begin to
form their life ambitions. Toward the end of this period they begin to form views about career
options and life strategy, and they learn about the paths of higher learning and experience that
lead to these careers.

College/University level (ages +22): Leading liberal arts colleges in the USA, such as
Swarthmore College, provide a model of higher education that is much in demand in fast-
advancing developing countries, precisely because it produces effective leaders of social change.
At this level, students who are already practiced at thinking for themselves gain self-knowledge
on the intellectual level and ethical intelligence on the spiritual level. They continue building
their capacities for effective developmental leadership, which are character, charisma, know-
how, and vision. They become self-aware of these capacities within themselves. They begin to
build personal networks for action, using these leadership qualities. They refine their goals and
the way they plan to work to achieve these goals.

In sum, as argued in Section I, a broad-gauged liberal-arts education of high quality at all levels

of schooling provides the best foundation for the Entrepreneurial Leadership of Development

(ELD)through s oci al busi ness. ALIi ber al artso incl
fundamental tools of engineering and technology that build institutions that last. For ELDers,

learning to think abstractly is not enough. Acquiring an abiding interest in how things work, that

is, an interest in solving problems in technical and social engineering, is also important. At

university level ELDer students should take standard courses to acquire skills used by

entrepreneurs (accounting, management, planning, engineering, law, finance). Such training is



needed and is available. On the other hand, success depends not on training to acquire skills but
rather on real education, which is relatively rare.

An ELDer course of study

An ELDer course of study could be a path of instruction built around weekly classroom meetings
of ten to twenty students, where much of the work is done by two to four teams of five students

each.

Il n  WI

L MAOG s

concept

of

this

facilitator, that is, a teacher that inspires and supports student-led learning. This classroom
activity is complemented by visits to places of work: homes, offices, productive operations
whether private or public. As they become able, the students devote time (within the school year
and during vacation periods) to helping organizations, particularly social businesses, as
volunteers or interns. They may become involved in micro-credit operationsd even borrow and
invest themselves. For older students, opportunities during vacation periods for work-study far
from home may be important milestones of personal growth on the path to becoming an ELDer.

An ELDer course of study is summarized in the table below.

A Course for Entrepreneurial Leaders of DevelopmentELDers)
In four 8-week modules per academic year from first grade through university

cour se

Education
Levels

First: Soul Power

Second: People Power

Third: Idea Power

Fourth: Change Power

Builds Character
(the Spiritual Side)

Builds Charisma
(the Social Side)

Builds KnowHow
(theMental Side)

Builds Vision
(the PhysicalSide)

Primary:
Grades
lto7

Student teams explore
the character of ELDers;
visits to local homes and
work give examples; art

and music express
student so

Student teams explore
how local leaders work;
why and how popular
leaders induce cooperation
for change that benefits
their communities

Students visit work places
that illustrate how things
work to improve lives:
how innovative ideas and
techniques yield clear
benefits to stakeholders

Working in teams,
students ask: What is our
common future? How do

we get there? What are
our challenges, and what
will we do together to
deal with them?

Secondary:
Levels
1to6

Biographies of historic
leaders (first of Africa,
then of other regions)
and other publications
analyzing their profiles
describe the inner power
that made them effective
leaders

Students explore how
ELDers work through
community-based social
business, using Ashoka
Fellows and other
examples of success
(African examples first
and then other regions)

Students explore how
science and technology
connect through
engineering to innovative
business that builds
community wealth;
examples in farming,
agribusiness, energy,
construction, ICT, health,
etc.

Each team of five
conceives and plans a
social business for a
specified beneficiary
community; the plan
focuses on income
generation in one sector
using specific innovations

Tertiary:
Four-year
College
or
University

Deeper analysis using
latest books on
leadership theory and
practice, illustrated by
great personalities,
famous and infamous,
who were change-makers
in business, religion,
politics and civil society

Continues the above with
analysis of the
profitability of social
business, drawing lessons
from both successes and
failures, and focusing on
the role of leadership and
management in
determining the outcome

8-session courses that
introduce fields of
technology/engineering in
sectors having local
potential for social
business; examples of
innovations that could be
applied in a Joint Venture
Commercial Estate or
Community Enterprise
Corporation of local
interest

8-session courses that
focus on team planning of
JVCEs and CECs; each
year introduces more
advanced and complete
content, such that
graduating teams are
ready to take the WILMA
SEED Course to create a
JVCE/ CEC

t

h e



The path of learning outlined by this table includes all three levels of formal education, as

appropriate for learning that has more to do with persons acquiring a particular culture (of

values, attitudes, interests, self-knowledge) than acquiring a designated body of information.

However, the teaching of ELDers must be flexible enough to adapt to existing schools that teach

one level or another, which therefore may be recruiting students who have different degrees of

relevant preparation. Moreover, the course must adapt to the fact that different students enter

and exit these schools at different levels. No student who is interested in this course should be

excluded just because he or she is a late joiner. Ways to compensate for differences in

preparation (e.g., remedial tutoring for late-joining individuals) should be explored and

i mpl emented within the |Iimits of the school 6s

Students of this course should view it as a process whereby they acquire wealth (human capital)

that they will use later to build their careers as ELDers, whether their ambition tends toward

acquiring money, knowledge, power, security, or pride of accomplishment (all of these usually

mattering to everyone to some degree). So, after every weekly session, each student must put

some value away (that is, save) in his/ her ow
accumul ating wealth is stored. For beginners
house the tangible evidence of what they learned and/or created during each session; for older

students they could be chronological files of papers stored in ring binders; for university students

they could be online folders or even blogs to share with the world. The facilitators prepare and

conduct each session in such a way that a tangible result is produced each session by each

student . What 6s i mportant is for each stude
done, mainly for thi s hpgarentsandfriebds mapbeinterestalinegr u s e,
as well.

5

At the end of each eight-week module comes a special day when the students review and

summarize the work of the completed module. The purpose of this event is not to test the

student s 6 theyweradudposed tb learm Huang that period, but rather to challenge

them to present it themselves as teachers. So this event is called Our Turn To Teach Day. Each

team makes a presentation to the entire class about what the team collectively thinks is important

or memorable about what happened during that
materi al. The students6é fisavingso in their A

teams to prepare their presentations.

Our Turn To Teach Day uses the common wisdom that the best way to learn a subject is to teach
it. This event gives the students practice in being an ELDer, as opposed to being a docile
absorber of information to be given back to the authorities on the fateful day of examinations.
This event becomes a memorable milestone along the path of becoming an ELDer, serving as a
rite of passage to the next module or the next year of the course.

From an ELDer course to an ELDer profession in Tanzania

Building social businesses as social entrepreneurs may well appeal to some of the teams who
complete the ELDer course as graduates of schools in Tanzania that host this course (which will
be referred to below as Elder Schools). Opportunities for careers in this field will be provided by

10



the Social Enterprise Incubation Center (SEIC) in Dar es Salaam, which is now being structured

by WILMA and a partner company, Empowerment Enterprises in Africa (see Annex 4). This

SEIC will invite these teams to take the WILMA SEED course (see Annex 3). This intensive

course is designed to | aunch teams of student
effectively during their formal education, on a two-year mentored program of planning that leads

to the capitalization of Joint Venture Commercial Estates (JVCES). These are social businesses

structured to optimize natural-resource-based, community-owned development, as discussed in

Annexes 1 and 2 and illustrated in Annex 5.

Topics and readings that may be covered in the WILMA SEED course, customized to suit the
needs of different groups, are outlined below.

The Global Education of a Developmental Leader

On the ethical intelligence of a developmental leader: Charles B. Handy, Waiting for the
Mountain To Move: ReflectionsidVork and Life

The theory of autonomy-building education: David Ellerman, Helping People Help
Themselves: From the World Bank To An Alternative Philosophy of Development Assistance

Applying the theory in a traditional subsistence culture: Roland Bunch: Two Ears of Corn:
A Guide To Peopl€entered Agricultural Improvement

The failure of the global development profession: Thomas Dichter, Despite Good Intentions:
Why Development Assistance to the Third World Has Failed

The failure of the top-down approach to development assistance: William Easterly, The
White Mandés Burden: Why the Westods Efforts t
Little Good

AThe Cheetah Generationodo and the Afficeds of a
Unchained: TheBlepr i nt for Africads Future

Constructive ways to finance development in Africa: Dambisa Moyo, fiDead Aid: Why Aid
|l s Not Working and How There I s a Better Way

Analytics of Developmental Leadership for the 2% Century: How Individuals and Groups
Build Systems for Social Change

Principles: How dedicated change agents can build organic, virtual organizations by
combining chaos and order: Dee Hock (founder of VISA), Birth of the Chaordic Age

Individual star power as a catalyst for starting new systems: David Bornstein, How To
Change the World: Social Entrepreneurs and the Power of New Ideas

Attempts by Western innovators (Ashoka, Endeavor, and others) to promote the genius of
entrepreneur shi p: As h olLkadinglSacraldau a tegrr se nfeaurr stoh e

Beyond entrepreneurship: integrating star power with the leadership of social/public service:
the theory and practice of Bridging Leaders

Chaordic organizations that serve the autonomous development of local communities: how
Bridging Leaders create Sustainable Local Enterprise Networks (SLENs): Wheeler et al,
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ACreating Sustainabl e Local Enterprise Netwo
2005

Motivating Sustained Good Work: The Capitalist Engine of Profit for Social Goals

| s pr afviitsiaond eithandodo to end poverty? Mul t i n;
attempts to create low-income buyers: C.K. Prahalad, The Fortune at the Bottom of the
Pyramid: Eradicating Poverty through Profitmd sequels

From Grameen Centers to partnership with CSR-seeking MNCs: the implications of
believing that the search for profit can be motivated by social purpose: Muhammad Yunus,
Creating a World Without Poverty: Social Business and the Future of Capitalism

ASmal | i's beaut i f ulesociabbusiness NGQyas aidisersified globabk s ar y . 0
company: lan Smilli e, AFreedom from Want:
Gl obal Grassroots Organization Thatdés Winni

The common characteristics of successful socialbus i ness (a Atour dohori z
experience to date) and evidence that social business for community benefit is an emerging
concept in Africa and the Middle East

Examples of indigenous businesses whose high profits (1) depend on successful adaptation to
local economic conditions, culture, and institutions, and (2) indirectly create high social
benefits: examples and analysis of their similarities and differences

A vision of SLENs in Africa and the Middl e
successful indigenous businesses can be induced to join networks serving the autonomous

devel opment of | ocal communiti-epo wmbgtevitgp
downo half way

Local analysts speak: the 80®ound Gorilla in Our Path, or, How Top-Down Assstance
Impedes Developmental Leadership

Perspectives from national and local governments
Perspectives from business, nonprofit, intellectual, and spiritual realms
Perspectives from local students and the emerging generation of future leaders
What a Profession of Entrepreneurial Leadership of Developmental Should Do

The current state of research on the education of entrepreneurs: Selected readings from the
publications of the Kauffman Foundation (e.g., Kauffman Foundation Thoughtbook, 2009,
A Di s c o vsiety ofySEEINGrwhat everybody has SEEN and THINKING what nobody
has THOUGHTO

A synthesis of modern approaches to the leadership of social enterprise: a strategy for
building WILMA-type business ecosystems

Building Sustainable Local Enterprise Networks that connect community-based
organizations and industry investors: Joint Venture Commercial Estates (JVCES) as for-
profit platforms for open clusters of micro-enterprises, social businesses, and social services
benefiting communities

Scaling up grass roots initiatives on JVCEs through co-ownership with larger companies:
How indigenous and international business leaders view the potential
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The need for national authorities to create innovative policies, instruments, and channels for
financing bottom-up development without foreign aid: views of the authorities

Conclusion: The education of entrepreneurial leaders of development and the incubation of
social businesses that they create: students, youthful entrepreneurs, and their schools appraise
the potential
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ANNEX 1. OPPORTUNITY FOR ELDERS: THE WILMA BUSINESS ECOSYSTEM

The need for systemic change

ELDer Schools should educate people to join the profession of Entrepreneurial Leadership for

Devel opment (ELD). But her e dngmangdevelopimp | e m: Th
countries, including Tanzania. Because ELDers create their own jobs, no ELDers implies no

jobs in this line of work. So what motivates people to spend time, borrow or pay money, and

pour out sweat for this challenging education? Answe r : Not hing doeséunti |l
succeed is made clear enough. And this requires a vision of what may be but is not now.

Actually, most Africans already create their own jobs. Most are farmers and small traders in the

Ai nf or ma l tinysbet dsingnumbe compAise the micro-finance industry at its ground

l evel. Most of these people and their famil:.
product of their jobs is so low and they get paid so little for their product. TheGov er n me nt 6 s
central social goal of poverty eradication, if and when attained, will eliminate such jobs and

replace them with higher-paying ones.

Can the present systems of education and commerce create good jobs to accomplish this
transformation? No, not nearly at the rate that the

numbers of these fipoor 0 a| Tvhis section introduces the WILMA |S O 't
themselves should be transformed. How? Surely the Business Ecosystem, a model for

answer is to build the capacity of everyone who can to structuring  social  business  that

help himself and herself. The able poor must be optimizes opportunities for ELDers.

encouraged and equipped to continue to create their own
jobsd but at a higher level of productivity that moreover can grow continuously through lifetime
learning. This is not an apt assignment for aid, which should be focused on helping the disabled
poor and the victims of transitory hardships.

Concept of the WILMA Business Ecosystem

But how can this capacity be built? WILMA has been struggling to answer this question for the

past decade. lts answer, not yet proven, is
comprehensive development in communities where a cooperative spirit is supported by tradition

and remains a social asset on which self-help for the common good can be built. This solution

may not work well in much of the so-called developed world, which tends to operate on different

social principles, but it can work in much of Africa and in other regions that preserve traditional

social relationships.

This Business Ecosystem provides a coherent structure for the establishment and management of

community organizations and business enterprises to sustain long-run development, especially in

rural areas where most of the able poor live. Looking beyond temporary projects financed by
governments and providers of ai dtionstddddteBAds s ol
the main obstacles confronting rural enterprises:
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Poor linkages with suppliers and markets, poor transport infrastructure, high fuel costs
Poor health, education, and social services near production sites

Lack of local business planning and management capacities

Lack of local initiative, responsibility, control, and ownership, which leads to

Lack of community support, and thus also little help from political organizations

Lack of access to best technical knowledge and affordable long-term finance

The WILMA Business Ecosystem also differs from structures set up by large commercial and
public-service NGOs. Its features are:

1.

Community-based organizations (CBOs) are co-owners of social businesses called Joint
Venture Commercial Estates (JVCEs), which use land or other real assets (such as fishing
or mining rights) that are contributed as capital by the respective CBOs. Outside equity

finance and knowledge are provided by

sectoral expertise and a strategy for growing social business by investing in local
leadership, management, and ownership.

Indigenous management of JVCEs is provided by teams of ELDers, who are products of
ELDer schools or similarly educated.

Initially, in the start-up of a JVCE, its shares are owned in equal measure by its CBO and
its nodal firm. Over time dilution of ownership may occur as local management or other
groups invest in the JVCE. In this process, local investors and outside investors (as
groups) should maintain equal equity until the company is taken public, at which point
the nodal firm may aim to exit with capital gains.

ELDer teams for the start-up of JVCEs are mentored by a new type of local social
business called a Social Enterprise Incubation Center (SEIC). SEICs earn fees to cover
their management costs by organizing start-up financing for JVCEs. SEICs may also be
instrumental in helping JVCEs and their constituent businesses to achieve efficient scale
by forming Community Enterprise Corporations (CECs).

WILMA advises the mentoring function of SEICs, helps to raise grants to pay mentors
and to support the ELDer course of education in ELDer schools, and provides technical
servicesinICTand internet-b ased research to support

Experts on development of capital markets (part of this network) invite the national
Government to create an institution whose purpose is to guide national savings (both
owned by residents of the country and its diaspora) and foreign investment in relevant
infrastructure toward SEICs and their growing portfolios of JVCES/CECs. WILMA calls
this national institution an Investment Bank for Social Capital (IBSC). An important
purpose of an IBSC is to reduce the long-run dependency of the country on outside aid by
making better use of national saving.
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The relationships among these components are described in the following diagram.

The WILMA Business Ecosystem

Levels of Organization

large corporate
level

medium corporate
level

small corporate
("grassroots") level

ground level
("formal™)

ground level
("informal")

household
level

Key

WILMA World Institute for Leadership and Management in Africa

CDA Community Development Association

CBO Community-Based Organization
JVCE Joint Venture Commercial Estate

CEC Community Enterprise Corporation

IBSC Investment Bank for Social Capital

SEIC Social Enterprise Incubation Center
A nodal firm

provides operating capital,

management, and technical assistance

for start-up of social SMEs

CEC, initially owned by a group
of JVCEs and by the nodal firm

created by a group of JVCEs
and the nodal firm with help
from its SEIC

JVCE, initially owned by local
investors (including the CBO) and
by the nodal firm

3 created by the CBO and
local entrepreneurs with help
from its SEIC

CBO

IBSC

provides a one-stop shop
for SME finance

SEIC

provides leadership education
and finance

Local investors contribute the land, labor, and
local know-how, and the nodal firm contributes
resources fo ensure the success of the lead
commercial business on the JVCE.

i

B created by the CDA through
official channels and helped
by local entrepreneurs

CDA

< National government
A CBO is licensed

by government to
own and manage
assets and business
income.

<

N .
created by the community

and local entrepreneurs

with help from WILMA

Interested Community
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< WILMA
A CDA is trained
and certified by
WILMA for ownership
of a JVCE.

The community may be a village, a cluster
of villages, and urban neighborhood, or an
interest group such as an alliance of widows.



Building a Business Ecosystem from the bottom up

How can these Business Ecosystems be created? The answer is: organically, from the bottom
up, using what WILMA calls LICR: Local Initiative, Control, and Responsibility. Lots of LICR
is needed, and WILMA does not supply it. Progress happens when there is plenty of LICR.
Much patience is often required.

Reading from the bottom up in the diagram, the reader will note how WILMA-certified
Community Development Associations (CDAS) become co-owners of social businesses (called
Joint VVenture Commercial Estates) with established companies called nodal firms. The concept
of nodal firms is introduced in the research of Professor C.K. Prahalad.® Examples of nodal
firms that see themselves as social businesses include Sekem in Egypt and BRAC in Bangladesh.
Both are Muslim in culture, were started by visionary leaders in the 1970s, focused for decades
on serving beneficiaries in their own countries, and are now developing broader reach with
strong educational arms. Such firms may find that WILMA Business Ecosystems fit their
business strategies. By investing in JVCEs, these large companies, bringing world class
expertise in many agri-business industries supplying diverse consumer goods and services, will
build supply chains, create new markets, disseminate knowledge, cut management costs,
improve quality assurance, and protect assets against local hazards, all while cultivating the good
will of governments and the support of civil society from villages to districts to the national
capital. Finally, by investing equity in businesses that become locally controlled as they
succeed, the outside nodal firm does not challenge the basic, long-run demand for local
autonomy.

Eventually both nodal firms and the co-owning CBOs will want to combine certain operations of
JVCEs and/or their lead enterprises to get more traction in research, marketing, distribution, and
finance for competitiveness in the globalized economy. These functions are provided in the
Business Ecosystem by Community Enterprise Corporations (CECs), which are partly owned by
the CBOs through their JVCEs. In this way a WILMA Business Ecosystem empowers primary
producers at ground level to understand and, through their representatives, to control the value-
added chain that connects their output to final demand.

The diagram also shows how this structure of business ownership is supported by: (1) a national
finance company, here called an Investment Bank for Social Capital (IBSC), which can
efficiently mobilize capital from the growing global marketplace of social investment, and (2) a
Social Enterprise Incubation Centers (SEIC), which serves both as an incubator and as a
financial intermediary for JVCEs and CECs. Initially in a country there will be only one
WILMA-connected SEIC, but over time many may be created in response to demand for more
hands-on, close-up social business incubation. SEICs are discussed at greater length in Annex 3.

*See C. K. Prahal ad, fiThe Fortune At the Bottom of

School Publishing, 2004.
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ANNEX 2. ELDER SCHOOLS AS LOCAL INVESTORS IN JOINT VENTURE
COMMERCIAL ESTATES

The background for the creation of JVCE started by schools is as follows. A CBO or other
social enterprise (that is, a company organized for benefit of a community) intends to build or
modi fy a school to adopt the ELDer course of
This CBO or social enterprise has title to a sizeable tract of land, which may be a long-term lease

whose terms allow or require this land to be used for educational purposes. The landowner

registers (or has registered) The School as a legal entity authorized to award all mainstream

diplomas or other certificates. The directors of the CBO or other social enterprise are the trustees

of The School as well as the holders of title to this land. The School itself (students and staff)

will become the beneficiary community of the JVCE that the trustees will create as a social

busi ness. The acreage of the | and owned by t
facilities alone (according to The School 6s
additional land for use by a construction company that will be the Sc h o o | &eguityepartoen |

in a WILMA Joint Venture Commerci al Estate (h
work with the Social Enterprise Incubation Center to engage this construction company
(hereafter referred taethalCEiThe Companyo)

The JVCE is registered under local company law as a limited company with share issue. That is,
this corporation is authorized to raise a certain amount of capital (cash and other essential

resources) by issuing shares to its investors. The JVCE
proceeds to issue half of its authorized share issue to The The education and business aspects of
School and the other half to The Company. Thus, The JVCE the WILMA Business Ecosystem

is co-owned by these two registered entities. The School and
The Company have equal voting power on the BOD (Board
of Directors) of the JVCE. The purpose of equal ownership
(voting power in the BOD) is to ensure that decisions are
made by consensus or else deferred for further study.
Obviously, the JVCE can only be governed efficiently, and
thus profitably, if a special relationship is built and
maintained between the partners. It must be based on trust
and friendship and a common purpose. The common
purpose in this case is a superior kind of education for
progress: to build a profession of ELDers in the region. This
relationshipc an only be created

come together in the special case where
an ELDer school is the local investor
that creates a JVCE. In this case, the
nodal firm may well be a construction
company that sees partnership with the
School as a strategic advantage in
serving an area of rapid population
growth such as the outskirts of cities.
This type of JVCE has the potential to
create many ELDer schools relatively
quickly.

over ti me

mutual learning, and an understanding by both partners of their mutual dependency.

The Company may well be a USA-based construction firm (or consortium of firms) that is a
leader in adapting new technologies, designs, and processes to conditions in developing countries
and that has an interest in working in Africa. Through its network partners, WILMA offers to
this firm opportunities to become a social investor in a growing portfolio of JVCEs with a
mission of entrepreneurial leadership of development through social business. Given such an
opportunity, this US-based firm may well aim to create a multi-establishment enterprise that can

grow to serve a large market area.
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The basis of The Companyds c oawpeeofTha]JVOEs advant
this: (1) The Company produces products affordable by upscale buyers and fitting local culture

and social requirements. (2) The Company maximizes use of local materials with cost-saving

technologies and employs trainable local labor at rates of pay that are fair by local standards. (3)

It provides housing that is more comfortable, safe, and attractive than that produced by local

competitors. (4) The Company complies with latest global environmental standards regarding

water, energy, land use, and GHG (greenhouse gas) emissions, and by so doing helps to elevate

the standards of production for the local housing market. (5) The Company uses new approaches
tothedesignof communi ti es for shared use of-space a
Housingo movement. Thus, it creates a design
wish to preserve the spirit of community-centered living arrangements that is typical of

traditional village life.

The initial assets of the JVCE are its land, contributed by The School, and capital contributed by

The Company in the forms of cash and Aknowl ed
how and connections to markets and finance). The initial assets of tangible capital of the JVCE

comprise land, cash, an equipped office, and means of transport. The value of assets is expected

to increase through time due to land appreciation (which is likely if the surrounding area has a

rapidly-growing population of relatively higher-income people), physical improvements, and

accumulation of financial assets through corporate saving.

The JVCEOs initial Iiabilities are equity own
The JVCE may also hold debt resulting from borrowing to finance essential infrastructure:
utilities, feeder road improvements, security, and connectivity.

The JVCE provides to The Company the use of its land, utilities, security, connections with local

groups in which The Company has an interest, and opportunity to market its products by

showing the buildings of The School, which it will construct as showcase models of its

innovations. The income of the JVCE is mainly rent and service charges paid by The Company

for this package of services. The School will pay the JVCE for utilities, perhaps at a lower rate

than The Company is charged (this being a pol
expenses of the JVCE are for utilities serving all its land, security, maintenance of feeder roads,

and debt service if the JVCE chooses to borrow. Its net operating surplus is used for reserve-

building, taxes and other transfers, and possibly incentive payments for staff. Any remaining net

profit is disbursed to the shareholders as dividends. Since the JVCE operates as a social

business, this dividend income is considered to be just one of the returns to the owners. The

i mportance of dividends relative to other ben
which has instruments to control this variable
reserve-building).

Short-run benefits for The School are as follows: (1) The School pays no rent, and the tasks of

maintaining utilities, feeder roads, and security and connectivity are transferred from The School

to the JVCE. Thus, the School s management i
teaching. (2) The School gets excellent buildings built by The Company, with The Company

having the incentive to maximize their value as demonstration models. (3) The maintenance
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costs on buildings are probably reduced due to better construction methods. (4) The School

receives dividend income when the JVCE makes net profits, and hence The School has an

incentiveto economi ze, as does The Company. (5) The
shares in the JVCE (half of the growing marke
reserves).

The Long-run benefit for The School is that it enjoys sustainable growth without an undue
burden of fundraising. However, contributions to an annual Alumni Fund should be used to
build an endowment for student aid, which assists capable applicants who otherwise would not
be able to afford the tuition (fees). Alumni of ELDer schools should acquire the habit of regular
giving to their schools from the income that their education makes possible. This habit of giving
back to the community is both appropriate and feasible as a way to boost ELDer education.

The benefits for The Company are as follows:

1. To start the Joint Venture, The Company must expect to be profitable, as demonstrated by a
business plan meeting the highest standards. This requirement is crucial, and whether it can
be met in any given context requires detailed research.

2. The Company will be creating social benefit by providing income and growing assets for The
School, as well as employment opportunities for local labor, the students and faculty. This
social benefit can translate into intangibleasset s (r eput ati on or Agood w
underpin The Companyds strategic objectives.

3. The Company acquires a secure place to invest growing capital, with reliable utilities,
physical security, and protection from the many challenges of surviving in an unfamiliar
socio-political environment.

4. Through its own profits, The Company builds the value of its shares in the JVCE, which it
will eventually realize as capital gains income.

5. The Company can replicate this business model widely, partnering with other schools in an
open-ended process of organic growth that could eventually transform large areas.

The Company will plan to stay vested in any one location for a limited time, while The School

will plan to remain and grow on a continuing basis with no time limi t . The School 0s
from the initial structure of this partnership may well be to acquire controlling ownership of the

JVCE after it has become well prepared to take this responsibility of control upon itself. The
Companyo6s e x dhetosell its sharegigtye IMEB aftdr reinvestment of its profits

has built up the value of its shares and afte
focus to underserved | ocations. T racguire&alt h o o | S
or part of these shares. If the School declines to buy its shares when the Company decides to

exit, The Company would be free to sell its shares to a local construction company that The

Company has prepared to take over its role in the JVCE. Thus, The JVCE should continue to

thrive and grow with the surrounding community.
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This type of JVCE is fruitful in creating opportunities for local business. The partnership of a
modern construction company and a school in the ELDer Program, set in the context of a
growing community, can be the engine of growth of a WILMA Business Ecosystem. The right
kind of education and the right kind of construction together provide the social and physical
infrastructure upon which this Business Ecosystem can grow organically through enterprises that
are linked with this infrastructure. Just as the railroads opened the American continent for
devel opment in the Al ndustri al Revolution,
in the Alnfocmai sonnAgeyraoa whiderpinning ATh

Here are examples of opportunities for entrepreneurs that this movement will create or enlarge in
rural districts having agribusiness potential:

A Biogas for kitchen use, replacing the burning of biomass

A Various uses of agricultural waste for cogeneration of power
A Solar voltaic power for homes and institutions
A

Solar thermal equipment for hot water, and thus modern bathroom facilities, which are
important for building upscale tourism

T

Solar equipment for heating (e.g., drying produce) and cooking
Refrigeration, important for transport of fish, meat and other perishables to distant markets

To o

Solar- or wind-powered water filtration systems that produce clean, potable water for
homes and institutions (replacing bottled water)

A Use of coffee waste to produce briquettes for industrial heating (reducing the cutting of
wood)

A Using this industrial heating to turn locally-available gypsum into lime, which is used for
cement, construction materials, fertilizers, chalk (for classroom use), mushroom substrate
that does not require steaming

A Intensive cultivation of high-quality fruits, vegetables, herbs, and flowers, and production
of products from them having long shelf life

A Animal husbandry that complements garden produce, e.g., pig farming that produces many
food products, such as sausages made of pork and mushrooms, and which generates rich
inputs for the production of biogas

Apart from doing new business that is complementary to the activities of the JVCEs, local
businesses or businessmen may wish to become shareholders in these JVCEs after they have
proved their worth. For example, the initial shareholders (each owning 50% of the equity) may
decide to sell up to 20% of their shares to local business investors who can bring valuable
resources (particularly sector-specific expertise and management capacities) into the JVCE
corporation. Then the ownership structure might be 40-40-20 for a period of time, preserving the
equality of the major shareholders while building a stronger group of business stakeholders.
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ANNEX 3. SOCIAL ENTERPRISE INCUBATION CENTERS

An SEIC is a corporation registered under local law, a company with limited liability, without

share issue, earning income from financial services, and financed by a combination of education

grants and borrowing to raise initial operating capital. An SEIC is managed in accordance with

the principles and best practices of social business, that is, for profit where the profit is intended

for social benefit. The beneficiaries of an SEIC are the CBOs, ELDer schools, churches, or other

registered community organizations thatco-own t he JVCEs i n the SEI C06s
management in the pursuit of profit requires the SEIC to mentor and support ELDer teams so

that they succeed in creating and managing their JVCEs, while minimizing the spread between

the SEICO0Os borrowing rate (from the I BSC or o
CECs).

The educational service provided by an SEIC is a course of study and mentoring called

WI LMAGs SEED (an acronym for Soci al Efterpris
SEED is designed to launch teams of graduates of ELDer Schools on career paths of

entrepreneurial leadership of the WILMA Business
Ecosystem. The start of this course is an intensive

seminar taken after graduation or in vacation periods As indicated in the diagram in Annex
1, a central component of the WILMA

of the final year of formal education. The mentoring : S :
.t : Business Ecosystem is its Social
formally ends when a team successfully capitalizes its Enterprise Incubation Center (SEIC),
business, which may be as much as two years after its which provides to the JVCEs (and
initial planning by the team. eventually to the CECs as well) the

educational and financial services that
they need for start-up. This section

SEICs perform the following functions: outlines what an SEIC is and does.

A Organize and manage the SEED seminar at
ELDer schools. These seminars are facilitated by
WILMA-supported mentors and designed for carefully selected teams of graduating
students. These two-week courses train these groups to become leaders and managers of
social enterprises, which may locate on JVCEs or be the JVCE corporations themselves.

A Help these ELDer teams to refine their ideas into business strategies and ultimately into
investment-grade business plans. For this help the SEIC may engage specialized advisors,
which could be local or foreign graduate students in relevant fields of specialization
(engineering, business, finance, etc.), young professionals such as Engineers Without
Borders, or older volunteers with extensive business experience.

A Help community leaders to build democratic CBOs (Community-Based Organizations)
having the capacities and business culture to own, serve, and protect JVCEs. Promote best
practices by CBOs in management, budgeting, fundraising, and in securing professional
services (legal, accounting, communications and information technology).

A Engage established businesses as JV partners, including Prahalad-type nodal firms
producing diversified consumer goods as well as specialized companies whose product line

® See www.wilma.us/toolkit/WILMA-SEED.ppt.
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can be complemented by JVCEsO®6 resources. T
innovators who may view JVCEs as users of their new equipment and/or processes. This

outreach function is potentially worldwide, using internet-based networks of providers of

technologies, equipment, skills, and markets.

A Connect plans for JVCEs with outside financ
savings that may not be well connected with the financing of indigenous grass roots
development. Initial capitalization of JVCEs normally includes equity investment,
affordable loans, and grants for capacity building.

To support the education function of SEICs, WILMA will develop a network of WILMA
Mentors for the SEED course. A WILMA Mentor works with SEIC staff to evaluate, endorse,
adopt, prepare, instruct, and champion an ELDer team on its way to creating a JVCE. The
WILMA Mentor serves both the SEIC and WILMA as a point of contact and advocate at the
ELDer school that hosts the SEED Seminar. He/she normally serves as a seminar facilitator and
may a7lso work with the students to involve school faculty who wish to participate on a volunteer
basis.

The bond of trust of the WILMA Mentor with her/his ELDer team may well extend from the
time when the team is forming until the team realizes results through the capitalization of its
enterprise. This capitalization is targeted to occur within two years after the group graduates.®

" Documentation of the process and content of the SEED Seminar is available from Paul Armington
(parmington@wilma.us). The WILMA Mentor has latitude to adapt the suggested seminar content to local
conditions.

& Documentation of the process leading from the SEED seminar to the capitalization of JVCEs is available from
Paul Armington (parmington@wilma.us).

23


mailto:parmington@wilma.us
mailto:parmington@wilma.us
mailto:parmington@wilma.us
mailto:parmington@wilma.us

ANNEX 4. WILMA PARTNERSHIP WITH EMPOWERMENT ENTERPRISES OF
AFRICA

Effect of the partnership on Empowerment Enterprises of Africa

Empowerment Enterprises of Africa (EEA, www.empowermentafrica.org) is presently focused
on micro-enterprise lending in the region of Dar es Salaam, Tanzania. An envisaged partnership
with W LMA would expand EEAOG6s activities to b
closely-related functions. These are: (1) the creation and support of community-based micro-
finance organizations called Grameen Centers (following best practices of leaders in this field,
such as BRAC and Grameen Bank in Bangladesh and Oikocredit in the Netherlands); (2) the
mentoring of teams of youthful Tanzanian business leaders educated as Entrepreneurial Leaders
of Development (ELDers), preparing them to create WILMA-certified Joint Venture
Commercial Estates (JVCESs); and (3) the franchising of JVCEs in Tanzania, which would be a
joint activity of EEA and WILMA under a partnership agreement that can serve as long as
needed to establish success.”

Through its partnership with WILMA, EEA will build on its present position in micro-finance to
become a comprehensive supplier of services for

bottom-up private sector _dfevelo_pme_nt, with a focus WILMA plans to enter into a
on empowering communities with title to natural partnership with a Tanzanian company,
assets (particularly land) to build their income and Empowerment Enterprises in Africa

(EEA,) to create the first Social
Enterprise Incubation Center (SEIC) in
Tanzania. This section describes how

wealth in a sustainable way through the structures of
the WILMA Business Ecosystem. EEA will continue

to be managed in accordance with the principle of this SEIC would be organized and how
social business, that is, to manage for commercial the cooperation between EEA and
profit where the profit is intended for social benefit. WILMA would work.

The beneficiaries of EEA will be the Grameen
Centers, other Community Based Organizations
(CBOs), ELDer schools, churches, and other registered organizations that may co-own JVCEs.
EEA will serve these beneficiaries by offering its services to JVCEs at minimal cost.

Aln recent years, the idea of franchising has been pic

and expedite the pr oc e s Sociafranclusegd atsoi rafies to atgchnique wsedbyu s i nes s es é.
governments and aid donors to provide essential clinical health services in the developingworldd ( quot ed fr om
Wikipedia). The appeal of the idea of franchising for EEA is that the franchisees (the JVCESs) benefit from having

greater incentive than direct employees because they have a direct stake in the business. The JVCEs are responsible

for investing and shoulder I iability. Li ke asiny franchi
this case meaning creating social benefit). While WILMA is volunteering to play the role of co-franchiser with
EEA, with a view to refining and proving triniaimistousi ness

engage larger companies with more experience in community-based social business to step into this role in a
growing number of countries.
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The following table shows baseline projections for the earned income, expenditure, and
financing of EEA for the period 2010-2016.%

A key assumption governing EEA income is the fee set as a percentage of the cash capitalization

of JVCEs at their start-up. This is set at 10 per cent. Given the relatively large amount of

support that is bound to be provided by EEA and WILMA to the JVCE start-ups, this fee should

be generally acceptable. The present planning assumptions do not include any fee for SEIC

services continuing after start-up (as a standard franchisor would share in the revenue of its
franchisees), since SEI C0s aungemuwdndeonee i s t o mi
incubator and to be as little burden as possible. However, a service charge set as a percentage of

JVCE income for a period of time may be considered on a case-by-case basis and linked to

JVCE performance.

The present projections do not make an explicit provision f or def ault on t he SE
JVCE start-ups (although the budget does build in a provision for losses in income calculated as

20 per cent of interest due). How far the JVCE franchising business can count on near-zero

default on loan principal, as expected for the micro-credit part of its operations, is uncertain. The

objective is to build the disciplines of best practice in micro-credit into the JVCE level and

higher levels, so that the Business Ecosystem as a whole is infused with a common culture of

social business responsibility. If this objective is not adequately met, it may prove necessary for

the franchisor to charge the franchisee a service fee to cover the cost of loan guarantees, or else

add this cost to its requirements for raising grant revenue. Naturally, either solution would

threaten the sustainability of the franchise business.

19 The sensitivity of these projections to different assumptions can be easily explored by using the Excel file used to
generate it, available at http://www.wilma.us/toolkit/EEA-projections.xls. The main baseline assumptions are
grouped at the top of the table. Each number is either imposed or calculated by the functions revealed by clicking
on it.
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Table: Baseline Projections for Empowerment Enterprises of Africa

In thousands of US dollars, except for assumptions about numbers of other units

2010
Assumptions
Number of Grameen Centers (GCs) created 5
Number of GCs in existence 5
Membership per GC: growing from 50 to 200 over three years
Number of members in existing GCs 250
Loans outstanding to GC members (@ $100 per member) 25
Number of GC mentors (about 1 per $100,000 of loans outstanding) 1
Number of JVCEs initiated 2
Number of JVCE plans certified by WILMA (1-year lag)
Number of JVCEs capitalized by ELDer teams (1-year lag)
Average cash capitalization of JVCEs at start-up
Total cash capitalization of new JVCEs 0
Income
Fee charged to GCs (10% of loans outstanding to GC members) 25
Fee charged to JVCEs at start-up (10% of their capitalization) 0
Total income 25
Expenditure
General administration 90
Salaries of General Manager and Deputy 50
Management travel, transport, & benefits 10
Support staff and other office administration 30
Programs 3115
Salaries of staff preparing YEHs and JVCEs 60
Fees for expert assistance to YEHs and JVCEs 25
Fees for GC mentors (@ $10,000 per annum) 10
Training for GC mentors at Grameen Bank (@ $2,000) 2
In-country travel of GC mentors (@ $2,000) 2
ELDer seminars: rent and facilities, @ $2,500 per seminar 12,5
ELDer Mentoring Program (@ $30,000 per ELDer team) 150
Contribution of seed capital for JVCEs (@%$10,000 per start-up) 50
Provision for default by GCs (@20% of interest due) 0.5
Miscellaneous fees and other expenses (about 10% of total) 50
Total Expenditure (excluding interest on debt) 452.0
Total net operating deficit (-) or surplus (+) -449.5
Of which, deficit (-) or surplus (+) of the GC program -11.5
Grant income for ELDer Mentoring Program 150
Grants from lenders to the GC program (@ 5% of borrowing) 1.3
GC program: overall deficit (-) or surplus (+) -10.3
Total EEA: overall deficit (-) or surplus (+), excl.interest on debt -298
Debt 298
Interest on debt (@ 6% p.a.) 18
Total EEA: overall deficit (-) or surplus (+), incl. interest on debt -316
GC program capital account
EEA borrowing from lenders for GC program 25
EEA debt to lenders for GC program 25
EEA claims on GCs 25
Interest owed on this debt, at 10% per annum 25
Interest due to EEA on loans to GCs, at 10% per annum 25
Provision for default by GCs (@20% of interest due) 0.5

2011

10
15

1000
100
1

10
5

2012

15
30

2750
275
3

15
10

5
500
2500

275
250
2775

175
275
275
275
27.5
5.5

2013

20
50

5500
550
6

20
15
10
600
6000

55.0
600
655.0

2014

25
75

9250

375
925
925
92.5
92.5
18.5

450
1375
1375

1375
137.5
27.5

500
1875
1875

187.5
187.5
37.5

The cost of the ELDer mentoring program, which is necessary for this high rate of success of the
JVCEs, is assumed in the table to be covered by grants from companies that have an interest in
Tanzani a

piloting this
expenses.™

franchi

S e

mod el

n

As regards the fundamental operations of micro-credit, EEA will lend to Grameen Centers (GCs)
|l ender s

at the same rate as it borrows from micro-f i nanc e

The

di

1 Alternatively, WILMA may enter into a consulting arrangement with a company that may wish to play a bigger

role in guiding this social experiment.
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GC program are training, travel, and fees of GC mentors, personnel who help and advise

Grameen Centers and their borrowers. EEA expects to employ about one GC mentor per

$100,000 of GC loans outstanding, paying a fee of $10,000 per annum. This cost will be

covered by charging GCs a fee of 10% on outstanding loans to their members. EEA expects to

covermostof t he remaining direct costs by request:i
half of the interest charged on their | oans t
to ensuring high social returns with minimum risk of losses. Including these grants, the GC

program is close to self-sustaining in this baseline scenario.

It should be noted that the EEA micro-credit program will be greatly strengthened by being

nested within the comprehensive approach to community progress that employs the innovation of

Joint Venture Commercial Estates. These companies and the resources mobilized to build them
provide a secure business and soci al environm
micro-finance and the education that supports it.

Taking the whole business of EEA to sustainable scale within a few years will be essential for
long-run success. This fast start-up requires borrowing up front to cover overhead costs incurred
before fee income from JVCE capitalization becomes substantial. The inherent complexity of
the business case for this borrowing, plus the facts that this sort of business is novel and the risks
of default are hard to measure, make the cost of this borrowing uncertain. It is assumed in the
baseline projections that EEA will borrow from banks at 6% per annum in US dollars to finance
its overall deficit and that it will repay this debt as soon as possible with the overall surplus
expected to be earned after the targeted scale is achieved.

If the projected support from grants is forthcoming, and given the rest of the assumptions of

these projections, EEAG6s overall bal ance (net
sizeable surplus after that. EEA will have repaid its debt (other than that covered by its loans to

GCs) by 2016. In 2016 EEA has a sustainable operating surplus (before grants) of over

$600,000, generated mainly from a steady flow of new JVCEs at the rate of 20 per year,

capitalized at an average cash amount of $1 million. The GC loan portfolio is approaching $2

million and growing fast, and the GC program itself has an overall balance close to zero. If this

performance is sustained, a considerable socio-economic transformation of Tanzania can be
accomplished by 20 2té&rmgoato raduce poverty gignitickhdy@msitol o n g
become itself a role model for other groups that EEA empowers.

Terms of cooperation between EEA and WILMA

Following is a preliminary draft statement of terms of cooperation between EEA and WILMA,
as a basis for discussion:

1. Empowerment Enterprises in Africa (EEA) and World Institute for Leadership and
Management in Africa (WILMA) hereby agree to cooperate to franchise WILMA-certified
Joint Venture Commercial Estates (JVCES) in Tanzania.
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2. EEA takes responsibility for managing all franchise operations in Tanzania. WILMA takes
responsibility for defining, branding, certifying, and marketing the product, which is the
WILMA business model, specifically, the JVCE as the business unit that grows within the
WILMA Business Ecosystem for Tanzania.

3. WILMA and EEA share responsibilities for finance: EEA takes the lead in contact with
funders (investors and donors) that wish to deal mainly with Tanzanian managers, while
WILMA takes the lead in contact with funders that wish to deal mainly with a US-based non-
profit foundation. A suitable combination of EEA and WILMA capacities is applied to each
case. As a special case, WILMA and EEA cooperate to raise grant income to cover the costs
of the mentoring of ELDer teams.

4. Within the WILMA Business Ecosystem for Tanzania, EEA is the Social Enterprise
Incubation Center (SEIC). The main office of this SEIC is located in Dar es Salaam. As the

SEI Cb6s portfolio of JVCEs grows, EEA may acgq

regions/districts so as to provide more hands-on incubation services.

5. WILMA and EEA share responsibilities for the WILMA SEED program, a course of
instruction and mentoring for teams of ELDers who aim to become founder-managers of
JVCEs. EEA is responsible for the administration of this program in Tanzania, and WILMA
is responsible for course content and providing mentors from outside Tanzania.

6. EEAGs costs are covered by a fee charged as

equity cash) that capitalize WILMA-certified JVCEs. This fee is initially set at 10%. (Like
an investment tax, it is part of the cost of capital. For example, a 10 % fee on money

borrowed for ten years raises the JVCEG6s bor

Since many oréfixdd evé&lteasls, agives ratesof peofit is consistent with a
falling fee in percent as the volume of funding increases.

7. Because WILMA is a non-profit, tax-exempt US foundation, its costs should be covered by
grants from U.S. public funds or private tax-deductible gifts. WILMA justifies these grants
as support for education, specifically for ELDer education as the social foundation of the

WI LMA Business Ecosystem in Tanzania. Thus,

of borrowing. Because WILMA certification provides quality assurance for its JVCEs,
WI LMAG6s participation as franchiser | owers

8. EEA and WILMA are financially independent of one another. As a general rule, there are no
transfers of funds (gifts or loans) between the two organizations. When joint activities
require shared expenditures and shared incomes, settlements of obligations are generally
handled promptly in such a way that no net transfer of funds occurs.

9. EEA and WILMA are responsible for their own governance, management, staffing, pay, and
other company policies. In setting policies, each takes into account the joint goals of the two
companies as co-franchisers of JVCEs.

10. This Agreement may be terminated by either EEA or WILMA with notice of one year.

11. If or when terminated by either partner, this Agreement will not require any cash settlement.
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ANNEX 5. INITIAL JOINT VENTURE COMMERCIAL ESTATES

Following are briefs on JVCEs that are in one stage or another of the planning process. This
section will be updated frequently to give investors an account of the pipeline.

Salah Joint Venture Commercial Estate

.Location

Island Village Salah, Kigamboni, Dar es Salaam Region

Local investor

EEA with a consortium of local SMEs

Nodal firm Expertise in constrction sought

Land Village land contributed or sold to Salah Community Based Organization
this program

- Intended beneficiaries are the residents of Salah, through the direct and
Beneficiary I . : . : L
Communit indirect income and welfare effects of commeraiad publicservice activities
y stationed on the JVCE.

Businesses may include those having synergies with construction of mo(
affordable homes, such as biogas for kitchen use, replacing the burning
biomass; solar vitaic power for homes and institutions; solar equipment f

Businesses heating (e.g., drying produce) and cooking; selarwind-powered water

locating on the
Estate

filtration systems that produce clean, potable water for homes and instity
(replacing bottled water). One or more Gnaen Centers and Youth

Enterprise Hubs will almost certainly locate here, since the larger busine
will generate many opportunities for mieemterprises to become part of the
valueadded chains.

Bash Joint Venture Commercial Estate

Location

Coasta village of Mbweni, Dar es Salaam Region

Local investor

StanBash ELDer School with EEA affordable loans and support from BE

Nodal firm Expertise in construction sought
Land Contributed to StanBash ELDer School by the family of the late Stan Bag
Beneficiar Intended beneficiary community are the students and faculty of StanBas
Yy Elder School (a residential school for all grades through A Level),
Community
represented legally by The School.
There is presently ehickenraising and egg business on this property. Int
past it has been used to grow mushrooms. Businesses linked with consit
Businesses and equipping of upscale homes are likely to be attracted to this site. A

locating on the
Estate

Grameen Center will lend to groups of stat$ein training to be ELDers. Th
Grameen Center will provide practical learning opportunities that are
integrated with classroom work, serving as a-fekincing laboratory of
entrepreneurship practices.
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Fanaka School JVCE

Location

Kinondoni District Dar es Salaam Region

Local investor

Fanaka Memorial Secondary School, with longtime sources of support a
EEA loans

Nodal Firm Expertise in construction sought
Land Contributed by the founder of the School, Rhoda Khatano
Benef|(:|a_ry Thestudents and faculty of Fanaka Memorial Secondary School
Community

Located 35km north of Dar es Salaam along the road heading to Bagam
Businesses in an area that will see major population growth and much upscale housi

locating on the
Estate

and other constretion, businesses offering modern construction services
likely to be attracted to this site. The Grameen Center will play a similar
here as in the case of the Bash JVCE.

Ahakishaka Joint Venture Commercial Estate

Location

Ahakishaka Village, &ragwe District, Kagera Region

Local investor

The Solar Village Institute (SVI), with loans from EEA and Mshishito Sha|

Expertise in transport and distribution sought ( in partnership with

Nodal Firm Ahakishaka Water Bottling Company)
Land Sold by tle Village of Ahakishaka to SVI
Bneficiary Heads of household residing in the Village of Ahakishaka who are memb
Community SVi

In addition to AWBC, Ahakishaka Bean and Corn (ABC Company), SVI §
Businesses Homes Systems ®ributorship, SVI Tree Nursery, fish and agribusiness

locating on the
Estate

ventures including biofuel, SVI ELDer School (initially for grades 1 throug
with boarding four nights per week). A Grameen Center (rHioance
company) will lend to groups of SVI members for caamterprise starups
such as bakeries and ice cream shops.
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Karagwe Grains JVCEs

Location

Farming villages in rural Karagwe District, Kagera Region

Local investor

Village-based grains cops with EEA affordable loans

Nodal Firm Expertise in variougrains sought (with Ahakishaka Bean & Corn Compar
Land Contributed or sold by the grains-@aps to villagebased CBOs for the JVCE
Beneficiar The households of the participating farming villages, most of which grow
Community and beans for dasistence and will benefit from the direct and indirect effe
y of Karagwe Grains JVCEs on their cash income.
Karagwe Grains JVCEs will organize at District level for value addition
Businesses through processing, packing, labelirayd shipping the products to big citie
: both inside and outside the Karagwe/Kagera region. This value addition
locating on the | . . R SO o :
Estates includes smart branding, an indication of the distinctive origin, packaging
that matches market demands, superior quality control, and man#ggng
seasonal timing of sales for maximum profit.
Croton Biofuel JVCEs of Kagera
Location Rural areas of Kagera Region suitable for growing Croton Megalocarpus

trees

Local investor

Village-based ceops organized for Croton biofuel production with EEAre

Expertise in forestry for biofuel sought (possibly Africa Biofuel and Emiss

Nodal Firm Reduction Tanzania Limited)
Contributed or sold by the biofuel-@ps to villagebased CBOs for the
Land
JVCEs
Beneficiar The households of thparticipating villages, many of whom will be growing
Community Croton trees (in preference to coffee and bananas) and will benefit from
y direct and indirect effects of biofuel production on their cash income.
The lead activityf these JVCEs is production of straight vegetable oil as
biofuel for village power stations in egfrid areas of Kagera Regiorilhe oll
source will be the seeds of a common indigenous tree, Croton megalocs
whose suitability for this purpose has bestablished by Africa Biofuel and
Businesses Emission Reduction (Tanzania) Limited, a company started by WILMA a
. NICO in 2005. This Company is investing in a plantation of 60,000 ha
locating on the . o . : o
Estates (approximately 12 million trees) in the Biharamulo District of Kagera Reg

andis researching optimal propagation techniques to guarantee high
productivity of the trees. Thi s
participation of farming communities in the Region, which may adapt the
familiar coffeecooperative social model to thgILMA principle of JVCE
ownership, so as to permit the farmers more control of their incomes.
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Fish JVCEs of Lake Victoria

Location

Villages on the shores of lake Victoria near Mwanza

Local investor

National Investments Company Limited (NICOL), aZamian finance
company

An innovative fish processing company that is interested in organizing ar

Nodal Firm sustaining for social benefit the fishing industry of the African Great Lake
Fishing rights of the local people, and the asatsxl experience of local
Natural f e ) ) .
resoUrce ishermen, within a framework of regulations protecting and enhancing th
natural resource
Beneficiary The households of th_e participating Iake_shore v_iIIages, many of whom w
Community members of cops of flshermen and vyhmll be_neflt from the direct and
indirect effects of their JVCESs on their cash income
A US Company based in coastal Alaska plans to restructure acaprelize
a failing Tanzanian firm located in Mwanza that has blearvesting nile
perch from Lake Victoria. This Company has plans to ensure that the
commercial harvesting of fish is regulated fairly and consistently with a
Businesses sustainable population of fish in the Lake. In addition to its own central
locating on the | operations, the Congmy plans to cooperate with EEA and local leaders to
Estates create and invest in JVCEs organized by local fishing communities. The

communities contribute their fishing rights, skills, and knowledge of local
affairs to these JVs, while the Alaskan company darigrs the other
resources that are needed to pro
that is both fair and environmentally sound.
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ANNEX 6. EEA-WILMA PLANNING GROUP FOR INITIAL JVCES

Jasson Kalugendo.Jasson, a Tanzanian, is proficient at building networks of partners and
stakeholders nationally and internationally, coordinating many tasks, founding new
organizations, teaching and mentoring. He has 15 years of experience working with grassroots
communities. He is self-motivated, flexible, team-focused, and used to working in a
multicultural setting. Since August 2008 he has been Executive Director of Empowerment
Enterprises of Africa (EEA) while also lecturing in business ethics at the University of Dar es
Salaam and serving as a consultant to the Poverty Eradication and Economic Growth program of
the Ministry of Finance and Economic Affairs, Government of Tanzania.

Privatus Karugendo. Privatus, a Tanzanian, has over 20 years experience in Kagera working as

a Roman Catholic priestatvari ous | evel s from rural parishes
extensive experience in community development projects, advocating for human rights and fair

policies especially in health. He has promoted small-scale co-operatives, facilitated Community

Driven Development (CDD) initiatives, prepared project proposals including scholarship

programs, and raised funds to finance them. He is a well-known contributor of articles on policy

issues to the Tanzanian press. Since 2003 he has supervised a research project on the economic

impact of HIVV/AIDS on households in the Kagera Region, funded by the World Bank through

EDI Ltd. in Bukoba.

Paul Armington. Paul, an American, is an economist with a record of innovative leadership of
creative change in the organizations he has served for the past 45 years (the IMF and World
Bank as well as academic and commercial organizations). He is now focusing on being a
catalyst for systemic change led by others, by learning how to build virtual networks of change
agents who are committed to progress through social enterprise. In 1999 Paul co-founded the
World Institute for Leadership and Management in Africa (WILMA), which he serves as
President.

Josephat Kinyina. Josephat, a Tanzanian, has been an advocate, architect, and planner of

Ahakishaka Bean and Corn Company for several years. He is the most respected expert on

agriculture, cooperative organization, and small business in his village of Ahakishaka, as well as

being the elected Village Chairman since 1999. He is Board Chairman of the Solar Village

Institute, a CBO in Ahakishaka that is leadingalong-t er m program t o devel op
Model Village. 0 I n this connection he hel ps
including Ahakishaka Water Bottling Company and a tree nursery. Mr. Kinyina has been active

in the district coffee industry, having worked as Supervisor at the Kishuju Coffee Nursery, as a

store manager of Karagwe District Coffee Union (KDCU Ltd.), and since 2005 as a Board

Member of TANICA (Tanganyika Instant Coffee).

Innocent Bash. Innocent, a Tanzanian, was born in Ahakishaka, near the Rwanda border, where
he served refugees in camps run by UNHCR before going to the USA for a BA degree in
economics and finance from St. John's University (Minnesota). Then for six years he managed
WI LMA6s program in Tanzani a, overseeing inves
community devel opment associations, -owterose | ea
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of a poultry business near Dar es Salaam. He will receive a Masters Degree from Columbia
University in 2010, having established strong connections with the World Bank and with a
number of industries investing in East Africa.

David Laughton. David, an American, has managed information services for WILMA since its

founding in 1999. He has regularly provided design and analytical services in the IT field to

WI LMAG6s many coll eagues and partner organizat
internet as a research tool in all sorts of scientific and technical applications and in effectively

utilizing modern technology in the challenging environments commonly found in Africa. His

technical expertise and his skills as both an educator and a mentor are core capacities in

WILMA's business incubation services. Before joining WILMA, David had 25 years of

experience in managing international applications with the US Federal Reserve Board, the

International Monetary Fund, and the World Bank.
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