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Background
These recommendations are based upon twenty-eight years of theory development, 
demonstration projects, and research, mostly with people who are among the most socially and 
economically excluded (e.g., people with serious mental health conditions; people with chronic 
histories of homelessness; people with physical and developmental disabilities).  The work 
informing these recommendations aims to test the feasibility of a community development 
approach to assisting social service dependent populations and the organizations that serve them. 
Traditional community development focuses on geographic communities and markets, often in 
under-resourced neighborhoods with declining physical infrastructure.  The recommendations in 
this paper are based upon an alternative conception of community and market; one based upon 
shared identity rather than shared geography.  The work of the author and his colleagues refers to 
those as identity communities.

The concept of identity community borrows from contemporary identity theory, which 
recognizes that people may have multiple self-identities based upon contextual salience.  In that 
way people may belong to multiple identity communities.  Contemporary commerce and market 
theory recognize that people’s economic decisions may be similarly based upon identity salience 
and not restricted by geography.  These are sometimes referred to as brand communities. The 
research by the author and his colleagues explores whether social purpose businesses designed to 
serve identity communities can contribute to the creation of mutually supportive communities of 
social service dependent populations, in part or in whole maintained by the profits of the social 
purpose businesses and the cooperative infrastructures that support them.  That research suggests 
that it may be possible to replace some publicly funded social supports with sustainable market-
involved supports.  These include 

• Social supports sustained by profits from identity community businesses.
• Jobs for identity community members in identity community businesses.
• Functional social supports created by identity community businesses to attract and retain 

identity community customers. 
• Opportunities for leadership development outside of the service system for members of 

the identity community.
• Opportunities to leverage individual and collective assets in identity communities to build 

supportive infrastructure, further contributing to the success of identity community 
economic development.

• Opportunities for individuals to move from success within the identity community to 
success within the broader community.



Bringing social enterprises and innovations to scale has become a recent focus within the social 
entrepreneurial community.  This is especially important for innovations designed to affect the 
lives of many people, including both nonmarket (e.g., anti-malaria mosquito net campaign) and 
market examples (e.g., potable water campaigns).  However, issues of scale are different in 
identity community economic and business development.  The size of social enterprises depends 
on the size of the market, which for identity communities is often not large.  More important, 
perhaps, is the issue of whether the infrastructure exists to support the success of the social 
ventures.  Identity communities are not saddled with shoring-up decaying physical infrastructure, 
something that has bedeviled traditional community development, because they are not limited to 
specific neighborhoods. They must create other forms of infrastructure, however, including 
sources of capital and loans (e.g., savings institutions), intermediary organizations (e.g., business 
associations), in-community sources of expertise and leadership, incubating organizations, and 
others.  Without this infrastructure, individual social enterprises succeed or fail on their own. 
Some of that infrastructure promotes scaling-out rather than scaling-up.

There are traditional institutional forms that have been established to assist low income 
communities attain economic health.   Many can be used in identity community development, 
with adaptations, e.g., Community Development Financial Institution, community development 
credit unions, and the Community Reinvestment Act.  Those institutions may need additional 
flexibility to be more effective in identity community development. 

Although the following recommendations were developed specifically in the context of identity 
community development, many are relevant for other forms of social innovation and social 
enterprise. 

Issue I: Capital.   

Economic and business development for social purposes requires multiple sources of capital. 
Further, social purpose businesses typically have longer times to profitability, often twice as 
long when compared to same industry non-social purpose businesses, necessitating “patient” 
capital sources.  Identity communities require a range of businesses to be economically 
viable, making diverse sources of patient capital even more important.  In the U.S. 
microcredit loans are often too small and too short-term for any but very small, very low 
barrier to entry, marginal businesses that may assist individuals and families, but do not 
beneficially redound to communities.  Similarly, individual asset accumulation strategies 
(e.g., matched individual development accounts) in the U.S. often carry the same limitations. 
However both microloans and IDAs can be important elements of a broader approach to 
capital availability. Although sources of capital that come from outside the identity 
community are helpful, it is equally important for the community to have “skin in the game” 
in providing the resources needed to build its own community.  

Policy Recommendations:
• New forms or adaptations of existing forms of capitalization and investment are 

needed particularly for this type of economic development.  Entrepreneurs from 
identity community populations are likely not to have or to have bad credit histories 
due to their statuses and conditions.  In part this may result from being unbanked or 



from a deterioration of their disability status affecting an otherwise good credit 
history.  A bad or nonexistent credit history makes traditional sources of capital 
unavailable.  Some examples of solutions to this include:

o Privately or philanthropically financed loan funds have been piloted in some 
locations (e.g., Rise Asset Development in Toronto: 
http://www.riseassetdevelopment.com/)

o A form of merchant banking specifically for the development of social 
ventures. This could also be accomplished through social angel investing or 
social “mezzanine funding” since each would lead to the bank/investor 
owning a portion of the business.  Structurally, however, recognition of the 
longer periods to break-even/profitability would need to be a feature of this.

o Forms of capital that facilitate investment by the identity community and its 
close affiliates.  For example, in the area of mental health, many family 
members of people with serious mental health conditions have assets they 
would be willing to invest in viable development projects.  This may also be 
true in other identity communities.  Additionally, identity community 
members themselves should have opportunities to invest in community 
businesses, even at small amounts.  This builds a sense of community, but 
more importantly encourages community members to utilize community 
businesses.  Some adaptation of formalized crowdfunding might facilitate this.

o It is important for entrepreneurs to have some of their own resources invested 
in their ventures at the same time that many potential entrepreneurs from 
identity communities have few leverageable assets.  This issue has been raised 
by the Peruvian economist Hernando de Soto in developing countries, but 
applies equally for many identity communities.  Some way to recognize and 
leverage nontraditional assets would facilitate entrepreneurship.

o Community development financial institutions (CDFIs) are an excellent 
vehicle for financing economic development in geographic communities, but 
are less common for nongeographic identity communities.  Work needs to 
occur on adapting CDFIs  for this purpose.  However, CDFIs do not 
necessarily build a sense of community among community members at the 
same time that they build infrastructure and business.

o Credit unions (including community development credit unions) are an ideal 
banking form to build a sense of community among member depositors but 
are restricted in providing loans for businesses.  Some modification in the 
credit union regulations, or a new hybrid form of credit union, could facilitate 
capital availability.

o Complex organizational forms (e.g., nonprofits that own for-profits; 
interlocks; nonprofit human service organizations that co-own businesses with 
their service users) that combine several different sources of capital may be 
facilitate the goal of more access to capital by non-traditional entrepreneurial 
groups.

http://www.riseassetdevelopment.com/


Issue II:  The use of legal forms to facilitate the slower building of businesses and 
infrastructure by disability-related identity community members

Many individuals in identity communities are disabled and receive some form of disability 
benefits (e.g., Supplemental Security Income - SSI; Social Security Disability Insurance - 
SSDI; housing subsidies – e.g., Section 8; Medicare; Medicaid).   Although there are some 
programs that allow people to retain substantial portions of these benefits as they move 
towards greater independence, this is a particular problem for entrepreneurs among them. 
Owning a business is seen as a substantial asset that may reduce needed supports (financial, 
medical).  Since these benefits are means tested, many of the line worker decision makers on 
individual cases (versus policy) are skeptical that people with some forms of disability 
(psychiatric; developmental) are able to work competitively.  Self-employment or business 
ownership may be seen as unrealistic, and so regulations have not been adjusted to 
accommodate this possibility.  Also, businesses started by people with disabilities my take 
longer to achieve profitability, and so the retention of disability benefits may need to be 
extended as well as reviewing the tax implications of how slow-to-profitability businesses are 
often categorized (e.g., “hobby”) by the IRS and how this may effect benefits. 

Policy Recommendations:
• Disability benefits are most often federal, with some portion of state contribution. 

Therefore changing the regulations at the federal level may be difficult.  Federal 
programs often allow pilot projects and state-level waivers to test new approaches. 
Illinois could negotiate such waivers to address this issue.

• Some business and legal forms may make it easier to deal with the issue of ownership 
and whether this affects eligibility for disability benefit.  Legal forms are more 
controllable at the state level.  The Task Force should explore whether trusts, either 
existing or new forms, can be used to protect the entrepreneur from losing disability 
benefits and losing ownership due to a temporary return of the disabling conditions. 
Cooperatives as a form of business may also be beneficial but may not be appropriate 
for all entrepreneurs.

• The 1936 Randolph–Sheppard Act (20 U.S.C. § 107 et seq) made it possible for 
people with visual disabilities to own micro businesses in federal buildings (originally 
smoke shops and magazine stands; now oftentimes vending machines).  Each state 
has a program to implement this act.  In Illinois it is the Illinois Department of 
Human Services, Division of Rehabilitation Services, Business Enterprise Program 
for the Blind (BEPB).  This program in Illinois may have some models for addressing 
the issues in this section of recommendations.  The implemented Randolph–Sheppard 
Act may provide other models for building entrepreneurship among disabled 
populations.

Issue III: Competitiveness

Many businesses started by identity community members and the human service programs that 
work with them are at an immediate competitive disadvantage. They may have little business 
experience; they may be new to the industry of their business; they may have little support from 



supporting intermediaries; they may use labor (e.g., service users from human service programs) 
whose skills are unequal to the employees of businesses with which they are competing; and they 
may have chosen a business that has a high failure rate (e.g., restaurant) for programmatic 
reasons (familiarity to the workforce) rather than because of a sound business plan.  Additionally, 
the business may be undercapitalized, especially for the extended length of time it needs to 
become profitable.  There are a few standard ways that social purpose businesses can deal with 
this competitive disadvantage, including starting the business in a less competitive environment 
until it achieves levels (e.g., efficiency, product quality) that allow it to be more competitive.

Policy Recommendations:
• Contracts, including no-bid and those based upon preferential status (disability), 

allow these identity community businesses to begin their operation in less competitive 
environments before confronting direct competition with traditional businesses.  For 
example, an identity community business that wishes to start a restaurant may first do 
so in a government or large corporate office building, through a contract, before 
extending or moving that business into the broader marketplace.  Corporations may 
benefit from tax advantages and from corporate social responsibility credit.  The 
businesses benefit from a protected period of incubation.

• Social purpose businesses by human service agencies and by entrepreneurs with 
disabilities often produce products and services that are not equal to those in the 
broader market.  At the same time they can benefit from specialists in the field to 
upgrade the products and services, and this has been done successfully in several 
instances.  This type of product or service improvement consultation could be 
facilitated through a funded intermediary and contribute to reducing some of this 
disadvantage.  Similarly, social purpose businesses often have the mistaken belief that 
they can market based on mission alone, and the products and services do not need to 
be on par with the best products and services available in the broad marketplace. 
Some structured resource on marketing could improve the competitiveness of these 
businesses significantly.

• Nonprofit and public human service agencies often contract for goods and services 
outside of their organizations or outside of their social service network.  For example, 
agencies that own or control a large number of housing units may contract-out for 
their painting, repair, furnishing, pest control and other needed services.  These same 
services could be provided by in-house businesses, by businesses owned by current or 
former service users, or by businesses owned by sister agencies.  Social service 
systems should receive assistance in identifying areas of their operations where they 
pay for goods and services outside of their systems, and create in-system businesses 
to service those needs.  Government agencies and socially responsible corporations 
should receive recognition and other benefits (e.g., tax credits) for purchasing goods 
and services from these businesses as well.

• Related to Issue II, one way to counteract some of the competitive disadvantage in 
businesses owned by people with disabilities who receive SSI or SSDI is the potential 
to continue to receive these supports while building the business.  In that way the 
disabled entrepreneur can utilize profits to further build and stabilize the business 
rather than for everyday living.   This proposal can be viewed as an unfair advantage, 
and would likely need to be capped in some way to make it acceptable.  In reality it is 



leveling the competitive field since many businesses owned by people with 
disabilities start off with a disadvantage. 

Issue IV: Intermediary organizations and infrastructure

Individual businesses succeed or fail on their own, including social purpose businesses. 
Businesses that are part of intermediary organizations and within-community infrastructure 
(e.g., business associations; shared resources; franchising organizations; business incubators; 
wholesale purchasing and distribution chains) have a better chance of succeeding.

Policy Recommendations:
• Several different forms of business incubation have proven successful in assisting 

entrepreneurs with disabilities and other social disadvantages to begin successful 
businesses.  Four issues have limited the success of these businesses beyond their 
early stages.

o Under capitalization.  The “liability of newness” period for these 
businesses may be twice as long as similar broad economy businesses.

o Limits to the size of capital available to these entrepreneurs (e.g., 
microloans; IDA savings) limit them to marginal, low barrier to entry, and 
personal service businesses.

o Business plans are not written to make accommodations for the disabling 
limitations of the entrepreneurs.  These should be treated as business 
planning issues, not as reasons why they cannot be successful in their 
businesses.

o The lack of active business mentoring by business people with experience 
and success in the same industries as the entrepreneurs.

The state or philanthropies should play an active role in creating business 
incubators specifically targeting entrepreneurs with disabilities and other social 
disadvantages, specifically addressing the four issues, above.

Issue V: Encouraging identity community customers to shop in identity community 
businesses

In order for identity community economies to succeed, identity community businesses need 
to cycle money within the identity economy as much as possible by hiring identity 
community members and patronizing other identity community retail and wholesale 
businesses.  Additionally, there should be opportunities for non-identity community 
customers to patronize those businesses as well.  Models for this are “ethnic economies” and 
“ethnic enclave economies.”  More money should remain in and flow into the identity 
economy than flows out.  How can identity community members be encouraged to patronize 
businesses in their own communities?   

Policy Recommendations:



• Ownership stakes by community members in identity economy businesses 
encourage these owners to patronize those businesses.  The businesses should be 
structured to facilitate this through existing or revised incorporation forms.

• Marketing approaches should be developed to associate identity community 
businesses and services with the shared identity.  The same product purchased 
within the identity community, which also may be purchased outside of it, should 
carry special significance.  This can be accomplished through marketing 
techniques, e.g., quality seals and other forms of branding.

• Identity community businesses should provide as customer service some of the 
needs, wants, and supports particular to identity community members.  This 
builds loyalty and reduces dependencies on social services

Issue VI: Leadership

When the users of human services begin to express leadership and advocacy about the 
services they receive, the frequent response of the service providers is to offer opportunities 
for leadership within the service delivery systems by serving on committees, boards, 
volunteer opportunities, and sometimes as paid paraprofessional “peer” staff.  That is, the 
expression of leadership is only seen within the context of the service system, not beyond it. 
In this way potential leaders are channeled into subordinate roles to professionals within 
service systems and programs.  This “robs” the identity community of developing leaders in 
business, civil society participation, and other leadership opportunities that will benefit the 
identity community and lead to independence from funded social services.  

Policy Recommendations:
• Although service user participation in delivering services is desirable, it 
should not be at the expense of leadership and leadership development 
opportunities outside of that system.   If outside leadership is not developed, 
identity communities can never develop as full communities, relegating 
community members to lifetimes of expensive dependencies on funded services. 
State and federal agencies have facilitated leadership development in that past 
among disabled and other excluded populations, but primarily within social 
services/


