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Introduction 
 
This report compares and contrasts three types of business entities under consideration by 

the ad hoc volunteer group Zona Latina. The group, which writes and produces 

educational television programs for Spanish-speakers, would like to formalize their 

shared operations. They believe that taking their efforts to the next step—becoming a 

legal entity—will provide a financial base to fund their mission. The three entities 

considered in the report are: 

1. sole proprietorship (SP) 

2. limited liability partnership (LLP) 

3.  non-profit organization (NPO) 

Additionally, the report contains relevant discussion of the advantages and disadvantages 

of each option, as seen from the client’s viewpoint, and a case study of MIGIZI, a media 

nonprofit organization. The case study illustrates how one small ad hoc group of 

volunteers grew into a viable nonprofit operation. Finally, the report makes a 

recommendation regarding which entity might be most appropriate for Zona Latina, steps 

that ZL would need to take proceed, and further suggestions for consideration. 

 
 
Client and Case Description 
 
Zona Latina is an ad hoc group of five individuals who write and produce educational 

television programs—of the same name—for Minnesota’s Spanish-speaking population. 

Created in 2002, the group grew from a shared desire to build a healthier community for 

Minnesota’s Latino Community. Their mission is to provide information about a range of 

issues including health care programs, educational opportunities and various social 
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services. In addition, the group wants to increase Latino involvement in the community-

at-large by promoting educational opportunities about the legal and political systems, 

their rights as immigrants and citizens, and their civic responsibilities. 

 
Currently the volunteers work together informally and tasks are divided up according to 

time availability and skill set. The only member who works exclusively in one area is 

director and producer Eduardo Bernal. Having spent many years in the television 

production business in Columbia, Mr. Bernal is perhaps the central member of the group 

in the sense that he is the only one who possesses a complete skill set to produce a 

program. Although Bibiana Garzon also has a journalism background, her production 

skills are not as developed as Bernal’s abilities. The three other members—Carmenza 

Pareus, Lida Eckman and Cesar Orjuela—serve primarily as program consultants, rather 

than actual producers and writers.  

 
All five of the group’s members are employed professionally within the Latino 

community in various areas, including health care, social services, education, 

communications and community organizing. In their professional capacities, each 

member was struck by the gap between the services available to the Spanish-speaking 

population and the population’s use of those services. 

 

The group questioned the underlying reasons for this disconnect and began to brainstorm 

methods to connect the services to their intended recipients. This underutilization was 

due, in large part, to the Latino community’s lack of awareness about the programs and 

their lack of knowledge about how to avail themselves to the services. 
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The barrier that most impeded delivery of services was the level of English reading and 

writing skills found in the state’s Hispanic population. According to the 2000 Census 

more than 28 percent of those who speak Spanish at home, speak English poorly, or do 

not speak English at all. Additionally, 23.4 percent of the Latino population in Minnesota 

has less than a 9th grade education.i These statistics show that nearly a quarter of the 

Latino population reads at less than optimal levels. 

 
Given the low literacy rate of the state’s Hispanic population, Zona Latina concluded that 

the usual medium of dissemination of information about services—print—was ill-chosen 

and ineffective. In light of the limited English proficiency, Zona Latina concluded that 

distributing written information in English about services of which Latinos hope to avail 

themselves, will invariably fail to reach the target audience. 

 

Zona Latina decided that there must be a better way to communicate with the state’s 

Spanish-speaking population. The group chose television as the medium of delivery and 

settled on Spanish—the language that the intended audience is most comfortable using—

as the lengua franca. 

 
In February 2003, approximately one year after the group first came together, their first 

show was broadcast on the cable access channel MTN 17. Later, the program was picked 

up by St. Paul cable channel SPNN 15. And this year, Twin Cities Public Television TPT 

17 aired several times Zona Latina programs. To date, the group has produced 14 

programs. 
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Although the primary audience of the 30-minute show is native-Spanish speakers, 

secondary audiences include persons who work with the Latino community, persons 

interested in learning more about Minnesota Latinos and students studying Spanish and 

Latin American culture. 

 
 
Clients’ Charge to Students 
 
At this juncture, Zona Latina would like to investigate the pros and cons of establishing 

itself as a formal organization. The group sees this formalization as a natural next step—a 

way to legitimize their existence and to provide payment to themselves in exchange for 

their work. Specifically, they ask students to: 

• research organizational design options, including examination of routes taken by 

similar organizations 

• list the advantages and disadvantages of each option 

• recommend an option that warrants fuller consideration 

• outline the steps required to pursue that option 

Although this might seem like a straight-forward charge, in fact, a number of underlying 

questions critical to determining the future course for Zona Latina remain unanswered. 

 

At the earliest stage of exploration, groups often find themselves grappling with a variety 

of issues, questions, notions and ideas that may be over-lapping, contradictory, 

ambivalent and looping. For example, the proposal submitted to Professor DeCramer 

contains a number of ideas, ranging from concrete action steps to mission-based goals. 

Zona Latina would like to “improve the quality of life and facilitate the involvement of 
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the Latinos in the community.” They envision reaching that goal by “working to increase 

the program accessibility and availability to the different Latino communities in the state 

of Minnesota.” Additionally, they’d like to ensure that “the program possesses a regular 

slot in one of the public channels.” 

 

Professor John Bryson, an expert in strategic planning who teaches at the University of 

Minnesota, points out that groups often need help determining the difference between 

strategies and goals. In the case of Zona Latina, “improve the quality of life and facilitate 

the involvement of the Latinos in the community,” is a goal, where as “possess a regular 

slot in one of the public channels,” is a strategy that could be used to reach that goal. 

Sorting out which step needs to be taken first can be a confusing process with a circuitous 

route. Strategic planning—or strategic formulation—is the process by which groups chart 

their course to their desired destination. It is a tool that could help bring clarity and 

direction to the group and will be discussed further on in the report. 

 
 
Project Definition 
 
Project deliverables consist of a written report and a power-point presentation. Both items 

will be delivered to Zona Latina on August 5, 2004. The report will contain: 

• relevant aspects of students’ research 

• conclusions and recommendations 

• steps that must be taken to proceed 

• additional cautions and suggestions 

• a Resource Toolbox 
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Although the group’s first inclination was to seek either fiscal sponsorship or 501 (c) (3) 

status, they are not fully committed to the nonprofit route and are interested in exploring 

additional possibilities. As is often the case in the early stages of development, Zona 

Latina has far more questions than they have answers. In an effort to define the project’s 

scope clients and students agreed to investigate: 

• sole proprietorship 
 

• limited liability partnership 
 

• nonprofit status, 501 (c) (3) 
 
 
Methodology 
 
Students used a variety of methods and tools to research the project. Included were: 

• interviews with media organizations that reflect similar missions and deliver 

similar products 

• interviews with professionals who work in nonprofits 

• interviews with philanthropic organizations that fund NPO’s 

• interviews with persons who advise start-up groups 

• reviews of literature, internet resources, and appreciative materials Most notably, 

students consulted the Handbook for Starting a Successful Nonprofit (Minnesota 

Council of Nonprofits, 2004) and A Guide to starting a Business in Minnesota 

(Minnesota Department of Employment and Economic Development, 2004) 

• review of best practices used by organizations similar to Zona Latina 

• client meetings 

• educational television programs on both private and public channels 
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Additionally, students drew substantially upon their educational backgrounds and 

professional expertise. Mary Vidas has 20 plus years of experience working in television 

production, both here in the Twin Cities and in Los Angeles. She recently received an 

Emmy Award for a program she produced with the Minneapolis Public School District. 

Ms. Vidas’ knowledge of community television and educational programming was 

extremely helpful in researching Zona Latina’s case. 

 

Catherine Ryan has a Journalism degree and spent her early career years working in radio 

and television advertising production. Presently she works for a Minnesota State Senator 

who represents St. Paul’s West Side, a geographic area that contains a high concentration 

of Spanish-speakers. Ms. Ryan, who has lived in Spain, Argentina and Peru, has 30 years 

of both personal and professional involvement with the Latino community. 

 

Early on in the project, Ms. Vidas and Ms. Ryan met with Ms. Garzon and Mr. Bernal to 

clarify the project description and agree on the project deliverables. At this initial 

meeting, students reviewed Zona Latina’s history and conducted a needs assessment 

(SWOT). Students also presented a preliminary client/student contract, a draft of the 

work plan with project review dates, and protocol for communication. A lead person 

from each group was designated as the main contact and responsible for timely 

dissemination of information and correspondence. 
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Additionally, students and clients discussed the challenges of the project’s short time 

frame—actually less than seven weeks—and reiterated the need to adhere to the project’s 

focus and clearly defined scope. 

 
 
Organizational Design Options 
 
Literature Review of Nonprofit Structure 
 
Literature regarding both for-profit organizations (businesses) and non-profit 

organizations (NPO’s) is vast in scope and detailed in description. Carter McNamara, co-

founder of Authenticity Consulting, LLC, is an internationally known expert on the 

subject of nonprofits. He points out that many theories and design frameworks used by 

businesses also provide the direction and foundation for an NPO’s operation. A 

comparison of for-profit and nonprofit organizations shows that “while the two types of 

organizations are different in certain aspects, the vast majority of management activities 

are common to both types of organizations,”(McNamara, Carter, 2004). 

 

Without exception, an essential tool that both for-profit and nonprofits are advised to use 

is “strategic formulation”—or strategic planning, as it is also called. Strategic formulation 

is defined as “the process used to assess or reassess a business or organization’s mission, 

philosophy and goals, and the development of plans/action necessary to achieve the 

desired goals and objectives which will be consistent with its mission and philosophy,” 

(Shortell, S.M, 1985). Strategic formulation is the cornerstone of every successful 

operation, whether for-profit or non-profit. 
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A comprehensive analysis of the outcomes stemming from an organization’s use—or 

lack thereof—of strategic formulation is offered by Stone, Bigelow and Crittenden in the 

July 1999 edition of Administration & Society. The findings noted below represent a 

compilation of 21 studies done by Stone et al regarding strategic planning. 

• Many organizations do not use strategic planning as part of their organizational 

process. These organizations are long on good intentions, but short on details. 

• Factors influencing whether or not an organization uses a strategic plan include 

the organization’s size; the characteristics of the board and of the management; 

prior agreement on organizational goals; and requirements imposed by funders. 

• The larger the organization the greater its tendency to use strategic planning. 

• Nonprofits that use strategic planning more readily achieve their goals than those 

that by-pass the strategic planning process. 

 

Besides the notion of strategic planning, organizations—both for-profit businesses or 

nonprofits—will benefit from understanding and applying the “market driven” approach 

(Block, S. 2004). Research shows that an organization’s success—particularly in the 

early stages—depends on much more than simply writing a mission statement, setting 

goals and objectives, and providing a needed service or product (Block, S. 2004). 

Nonprofits must also attract a broad variety of resources including volunteers, donors, 

public interest and philanthropic funding. A market driven approach encourages 

organizations to imagine future viability during market shifts. Additionally, this approach 

pushes “what if” planning (Smith, W. 1994), thereby driving the organization to be 

mindful of ever-changing market environment for goods and services. 
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Although many authors provide advice on board governance, managerial structure and 

financial considerations, less was written about the vital question of whether or not a 

group should pursue for-profit status or nonprofit status. The exception was Carter 

McNamara’s Management Library for Nonprofit and For-Profit Organizations. This on-

line management source (www.mapnp.org) provides information for groups and 

individuals who are grappling with the question of which route to choose. McNamara 

also supplies links to related library materials and hosts on-line discussion groups for 

those interested in learning how other organizations have worked through the decision 

making process. 

 

The Minnesota Council of Nonprofits’ (MCNP) Handbook for Starting a Successful 

Nonprofit is a comprehensive source of information for groups exploring non-profit 

status. The publication provides step-by-step planning, specific information about how to 

start and manage a nonprofit, alternative structures to be considered, examples of tax 

forms and other legal documents required, and a library of resources. Also included is 

discussion regarding whether or not a group is ready to pursue 501 (c) (3) status, as well 

as whether or not the group needs NPO status or actually wants this framework. 

 

Literature Review of Business Structure 
 
The research regarding business start-up is equally as voluminous and detailed as is the 

literature concerning non-profit organizations. Thousands of publications exist to help 

readers learn and ascertain the risks and rewards of establishing and maintaining a 

business. The two major considerations regarding for-profit incorporation are the 
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questions of risk—protecting personal assets, such as one’s home, savings, etc.—and tax 

status. Some entities offer significant protection from personal liability, while others, 

such as simple partnerships, offer no protection whatsoever. The other consideration—tax 

consequences—is equally important when considering the alternatives. 

 

The most useful source found was the Minnesota Department of Employment and 

Economic Development’s (DEED) Guide to Starting a Business in Minnesota, a 

handbook that provides a detailed discussion of issues to consider when starting a 

business. Topics include the various forms from which to choose; naming, tax and 

regulatory considerations; intellectual property concerns; examples of and discussion of 

business plans; and an overview of insurance issues. The handbook is updated annually 

and is available free of charge at the Department of Employment and Economic 

Development in St. Paul. 

 
The three types of business entities are:  Sole Proprietorship, Partnerships and 

Corporations. Options for ownership and control—as well as downside risk and upside 

reward—range from a single-owner business to a million-shareholder corporation. Below 

is a list and brief description of the entities from which to choose. Each option has 

distinct advantages and limitations. 

• Sole Proprietorship – Business is owned and controlled by one person. This 

person also receives the profits and bears the entire responsibility for debts and 

obligations. Both the income and the expenses are reported on the individual’s 

income tax return and the profits are taxed at the more favorable individual 

income tax rate.ii 



 14

• General Partnership – Owned by two or more persons who generally share 

equally in management rights, profits, decisions, and debt obligations. Each 

partner is taxed on his or her respective share of the profits, at his or her 

individual income tax rate. Subsets of the general partnership are: 

o Limited Liability Partnership – personal assets of the partners are shielded 
against responsibility for some of the other partnership debts and 
obligations. 

o Limited Partnerships – Partners share in the partnership’s liability only up 
to the amount of their investment in the limited partnership. 

 
• Corporation – Owned by one or more shareholders. Shareholders elect a board 

of directors to manage the corporation. The corporation is responsible for all 

financial obligations and profits are taxed at the corporate income tax rate.iii In 

most cases, shareholders are protected from claims against the corporation. As 

separate legal entities, corporations are treated as separate taxable entities and fall 

into the following subsets: 

o Subchapter C corporations – Taxes are levied on corporate profits before 
dividends are paid, and then again on individuals when shareholders report 
dividends as income, resulting in “double taxation.” 

 
o Subchapter S Corporations – Restrictions include that this type of 

corporation have no more than 75 shareholders, issues only one class of 
stock, and bars shareholders from being a nonresident alien or a “non-
individual”—i.e. a partnership or LLC. Profits “flow through” to 
shareholders in proportion to their shareholdings and are taxed according 
to the shareholders individual tax rate. 

 
o Closely Held Corporation – Limited to 35 shareholders who are active in 

the business management. Limited liability for shareholders and “flow-
through” provisions for tax purposes. 

 
o Limited Liability Company – Combines the tax treatment of a partnership 

(taxed at individual income tax rate) with the protection offered by 
corporate status. May have one or more members. Can choose between 
being taxed at the entity level or at the individual rate. Managed by a 
board of governors and an active manager. 
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Regardless of the vehicle chosen—single owner, partnership or corporation—DEED 

urges groups and individuals to seek out professional advice. “Before engaging in any 

business venture, it is advisable to seek both legal counsel and advice from an accountant. 

Both professionals can advise you as to the best course you might take in establishing 

your business,” write the Guide’s authors, Charles Schaffer and Madeline Harris. 

 

Comparison of Organizational Structures 
 
One of the fundamental decisions Zona Latina faces is to choose between incorporating 

as a business or as a nonprofit. The table below (adapted from McNamara, 2004) 

compares and contrasts the basic characteristics of the two options. 

 
 Business Organization NonProfit Organization 

Purpose To generate profit. Owners decide to keep 
profit for themselves, or reinvest in 
business. Can share profits with employees 
through compensation, employee profit 
sharing. Can establish entity to provide 
community with profits, or donate to 
organizations. 
 

To provide a particular service to the 
community.  The word “nonprofit” refers to a 
type of business on which rules forbid the 
distribution of profit to owners. Profit is related 
to the business notion of “surplus of revenues 
over expenses.” 

Structure Varies. Sole proprietor, Partnerships, and 
Corporations. 

Most organized as tax exempt 501(c) 
corporations, formed under corporation laws of 
state Other:  unincorporated associations, a 
trust, co-ops.  

Nomenclature Employees, customers, investors, products, 
results, chief executive office, sales. 
 

staff, clients, funders, services, outcomes, 
executive director, funding, grants.  

Capitalization Investors, loans from banks, profits. Focus 
on “monetary” capital  
 

Donors, philanthropic organizations, 
government. Focus on “human” capital  

Governance Board of Directors. Tend to be highly 
trained and business savvy.  
 

Board of Directors. Volunteer. Tend to be less 
trained but bring passion for mission. 

Taxes Owe federal, state and local taxes. Are 
taxed on capital gains, but can offset losses  

Generally exempt from federal, state and local 
taxes. Donors may receive tax deduction for 
contributions. 
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Business interests and nonprofit organizations follow similar accounting and 

bookkeeping practices. Both must record and report financial data to the Internal 

Revenue Service and the Minnesota Department of Revenue. In the case of publicly held 

companies and nonprofits, both must produce financial statements and reports for the 

public, whereas a privately held business—such as a sole proprietorship or limited 

liability partnership—are relieved of this additional reporting requirement. Non-tax-

exempt entities generally must file state and local income tax returns. 

 

A variety of benefits are generally provided to staff in nonprofits and owners and 

employees of for-profit businesses. Both types of entities are given wide latitude in 

choosing which benefits are available to whom. At a minimum, both types of 

organizations must meet basic requirements such as insurance coverage for general 

liability, property and casualty insurance, and worker’s compensation. 

 
 
Interviews 
 
To best understand the challenges faced by groups hoping to pursue formal incorporation, 

students conducted field research consisting of interviews with media organizations, 

professionals who advise start-up groups, executive directors of existing NPO’s, 

philanthropic donors, state legislators, county and city grant-makers. The information 

gathered from these sources provides the third dimension of students’ research—the 

“hands-on component.” Interviews tell the human stories of what happens to groups as 

they are trying to decide “What do we want to be when we grow up?” In the early stages 

of an organization’s development, talking with other groups that have undertaken similar 
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activities and have successfully reached their desired goals is a very useful research 

method. Learning from others’ experiences—both the successes and the 

disappointments—is a sure way for groups to better understand what lies ahead. 

 

Over the course of the project’s span, students talked with a variety of sources in the 

metro-region. MIGIZI Communications is a nonprofit media group that serves the Native 

American community. Their organization grew from an ad hoc group of individuals to a 

well-developed non-profit organization serving the needs of American Indians statewide. 

The Minneapolis-based 501 (c) (3) organization was originally formed to fill the void that 

was created when the American Indian Press Association shut down. The group wanted 

to ensure that the voice of Native Americans continue to be heard. 

 

Today their mission is to provide information to the Native American public; provide 

media and technical training; educate elementary, secondary and adult students in a 

communications-related setting; to commit resources to ameliorate problems threatening 

the Native American community.iv Additionally, MIGIZI delivers internet service, 

educational programs that include web-page design and media production, and operates a 

community health center. 

 

In many respects, Zona Latina resembles MIGIZI. Both groups want to deliver 

information to their specific communities. Both are media-based organizations. Both 

want to better their communities by disseminating useful information about services 

available to their members. What follows is an abbreviated version of MIGIZI’s 
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transformation from an uncertain and fledgling volunteer group to a strong and successful 

nonprofit organization. 

MIGIZI Communications traces its beginning back to 1975. When the American 
Indian Press Association in Washington D.C. closed its doors, metro-area 
American Indian journalists and university students gathered to discuss how they 
might create a regional news organization that focused on native peoples. 
 
In 1976 the ad hoc group launched its first program. A five-minute daily news 
segment was broadcast on KUOM-AM radio, the University of Minnesota’s 
campus station. 
 
A year later, in 1977, the group incorporated as MIGIZI Communications, a 
nonprofit 503 (c) (3) organization. They also adopted the name “Migizi”, the 
Ojibwe word for “bald eagle.” For Native Americans, the eagle is a dearly-held 
icon; it represents communication, guardianship and high standards. These 
qualities mirrored elements of the group’s mission –communication excellence, 
guardianship of the public trust, ethical behavior and high standards. 
Resources—both financial and otherwise—were extremely tight. The founders 
volunteered as board members and staff, donating time and talent. The group 
began producing a half-hour weekly radio program called, “The Native 
American Program”—later renamed “First Person Radio”—which was 
broadcast over KUOM-AM radio and the local commercial station KQRS-FM. 
 
MIGIZI received its first grant in 1978 from the Lutheran Church. A year later 
the group moved into its first independent office. Funding came in from the 
Dayton Hudson Corporation, General Mills, and Honeywell. Additionally the 
Regional Council of Churches donated office furniture and supplies. 
 
In 1980, MIGIZI celebrated another milestone—the positions of producer and 
news director, which previously had been filled by volunteer board members, 
were transformed into paid staff positions. Additionally, a search began for an 
executive director. 
 
In 1982, First Person Radio became the first Native American program to be 
carried by National Public Radio. This same year MIGIZI launched its first 
television production, “Madigimo,” a weekly half-hour public affairs program. 
The show aired on KARE-TV and was distributed to 15 stations.  
 
Training and education were part of MIGIZI’s core mission and in 1983, they 
received their first federal grant to support their work with American Indian high 
school students. This same year they joined forces with the Robbinsdale School 
District, building their first computer lab and launching their first computer 
camp. 
 
Rising production and distribution costs, coupled with a decrease in funding 
stations’ program constraints, ushered in a new era for MIGIZI. In 1992 it 
discontinued First Person Radio. But that same year, they established First 
Person Productions, an umbrella media production group. 
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When First Person Radio faded to a memory, the organization moved toward 
diversification. New interests included the creation of National Native Internet 
Communications (NNIC.com), an internet service provider. Additionally the 
Family Education Center was established to address health issues in the 
American Indian community. 
 
The millennium brought two new interests into MIGIZI’s facility, the Native Arts 
High School and Transitions Middle School. Besides the renovations done to 
accommodate the new tenants, MIGIZI built and opened the Running Wolf 
Fitness Center.v 

 

Close to thirty years after its inception, MIGIZI continues to grow, while they remain true 

to their mission. Today, MIGIZI programs serve hundreds of students—ranging from 

elementary age through adult-learners—in Hennepin and Ramsey counties. They are a 

member of the Native Communication Group which designs new approaches to tribal 

communications and emerging technologies. They develop web sites, provide internet 

access, technical and administrative support to their clients. Their iMac lab 

accommodates over 40 tech interns, while providing various media services to the 

community-at-large. 

 

MIGIZI recently completed a strategic plan to determine their direction for the next three 

to five years. Based on their past success, they are certain to provide services to the 

Native American community and stand as a model for other nonprofits. 

 

Conclusions 
 
Whether incorporating as a for-profit business or a nonprofit, two of the principal 

advantages to formalizing the group’s efforts are the reduction of personal risk to the 

group’s members and the possibility of favorable tax treatment. Certain types of business 

models provide tax advantages, depending on the income level and corresponding tax 



 20

bracket of the business owners. Whereas the tax benefits of one type of business entity 

versus another type of business entity vary widely, the tax benefits associated with 501 

(c) (3) status offer the ultimate advantage:  none due, as well as providing a tax benefit to 

contributors. Regarding risk, NPO status shields board members from personal liability. 

And while some business entities shield owners from risk, not all business entities do so. 

 

Sorting out the pros and cons of each option can be confusing and is perhaps more readily 

accomplished by looking at each option individually. The table below depicts the 

advantages and disadvantages of each option. Thereafter, follows an examination and 

assessment of the three specific options researched for Zona Latina. 

 
Comparison of Characteristics of three options 
 
KEY: +  indicates characteristic is a favorable 

-   indicates characteristic is less favorable 
*   indicates characteristic can be both favorable and unfavorable—depends on variables. 

 

 Sole Proprietor Limited Liability 

Partnership 

Nonprofit 

Organization 

Liability Protection - + + 

Tax Treatment - - + 

Design Simplicity + + - 

Reporting Rules + * - 

Mission & Purpose * * + 

Financial Reward + + - 

Freedom & 

Flexibility 

+ * - 

Community Status 

(perceived) 
- - + 
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A sole proprietorship is the simplest form of business organization. To follow this route, 

Zona Latina needs only to register its name with the secretary of state, pay the fee 

(Secretary of State fee schedule contained in appendices). The simplicity, ease and 

affordability are the main advantages of this option. Additionally, it would provide some 

definition to the group’s effort in the sense that they would be taking an action step that 

would enhance their status as a professional group. 

 

The disadvantages of sole proprietorship for Zona Latina relate to group’s size and 

purpose. As a group of five persons, some one would have to be the owner, which 

triggers a set of questions regarding who that person might be and what would be the 

status of the other group members. This is not to say that it couldn’t be accomplished—

just that it might present further complications or considerations of the overall process. 

Additionally, this model affords no protection from litigation and no tax advantage. 

 

From the perspective of Zona Latina, incorporating as a sole proprietor offers little 

beyond the knowledge that they have done something official—regardless of the fact that 

the something is not particularly well-suited to their ultimate goal. Other than being 

quick, easy and cheap, the group would realize little benefit from sole proprietorship. 

 

The primary advantage of organizing as a limited liability partnership (as opposed to a 

“general partnership”) is that the personal assets of the partners are shielded against 

liabilities incurred by the partnership. For example, if somebody sued Zona Latina for 

slander and won, only the business’ assets would be at stake. For tax purposes, partners in 
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an LLP are assessed on their share of the profits at the more favorable individual rate, 

rather than the higher corporate rate. A Guide to Starting a Business in Minnesota points 

out, however, that “LLP’s are a fairly new entity and the tax aspects are not yet fully 

developed or understood.” Consequently, the tax ramification of an LLP can be viewed 

as both favorable (lower individual rate), and unfavorable (untested, unclear, not exempt 

as for a nonprofit). 

 

The disadvantages of LLP’s reside in the form’s complexity and the costs linked to such. 

Zona Latina is already challenged by the lack of financial resources; adding legal and 

accounting costs would be yet another burden—both up front and further down the line. 

 

The advantages offered by an LLP warrant that Zona Latina consider organizing as such. 

Protection from liability is valuable in today’s highly litigious business environment. 

Taking the thought a step further, however, the group needs to look at the likelihood that 

legal claims would be filed against them. If that chance is slim, then the complexity and 

cost associated with this option are perhaps not warranted. As was the case with sole 

proprietorship, organizing as an LLP would nudge Zona Latina forward:  it would 

provide official stature and structure and indemnity from legal claims. 

 

The principal advantages of NPO’s are personal indemnity, tax relief and access to 

philanthropic funding, donations from groups and individuals, and government grants. 

One of the most attractive aspects of 501 (c)(3) status is its tax exemption. In the case of 

Zona Latina, obtaining nonprofit status provides a means to tap into funding from 
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philanthropic organizations. As a mission-driven group that delivers a unique service to 

their community, Zona Latina could apply for grants from organizations and governments 

that fund educational and community programs. 

 

A second advantage is that of risk management. “Filing articles of incorporation with the 

Minnesota Secretary of State’s Office provides a limited liability for the governing body 

of the organization. If the directors act in a responsible, reasonable way, they can avoid 

personal liabilities to creditors of the organization.” (Handbook for Starting a Successful 

Nonprofit, 2004) 

 

Another advantage, from the perspective of many community groups, is the reputation 

that nonprofits enjoy in the community. “The role of the nonprofit is unique. Charitable 

nonprofit organizations provide essential services within our communities and fill a gap 

left by government and private businesses,” MCNP’s Handbook for Starting a Successful 

Nonprofit notes. Groups interested in becoming NPO’s want to “give a voice to those 

unspoken for, and unite communities along common interests,” the Handbook continues. 

From the perspective of Zona Latina, giving voice to Latinos is one of their primary 

objectives. Commitment to the state’s Latino community, and the community as a whole, 

is important to them; therefore, the appellation of “nonprofit,” and the associated value of 

being known as such, is a positive thing. 

 

On the other hand, the process of becoming a 501 (c)(3) is lengthy and complicated. 

Mary Nienow, one of the founders of Grasstops, LLC, a newly formed grassroots 



 24

advocacy and lobbying group says that “to become a 501(c) is a very complicated 

process.” MCNP concurs with Nienow, writing that “starting a new nonprofit is neither 

an easy nor a swift task.” MCNP raises the additional concern of litigation:  “Staying 

legal through out the process can be difficult if you are not prepared.” (Handbook for 

Starting a Successful Nonprofit)  

 

Having nonprofit status bestowed upon an organization does not guarantee that funding 

will be bestowed upon the group. The procedures for accessing philanthropic dollars are 

tedious and the outcomes uncertain. Foundations have limited resources and are highly 

selective about which groups get those dollars. As well-established nonprofits know all 

too well, chasing down philanthropic funding is an arduous, time-consuming and messy 

political process. 

 

Another disadvantage of nonprofit status rests in the question of control. When a group 

chooses this option, they relinquish a certain amount of control to their board of directors. 

The group would be accountable to the board. For Zona Latina, a group that uses artistic 

discretion to produce its programs, this raises concerns. The remedy lies in careful 

selection of board members and choosing an appropriate governance model. 

 

In spite of the disadvantages found in this model—complicated and lengthy process—the 

advantages for Zona Latina probably outweigh the disadvantages. It could very well be 

the vehicle that would ultimately best honor their intentions. 
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Recommendations and Rational 
 
Upon reviewing the three frameworks, students recommend that Zona Latina take steps 

toward becoming a 501(c) (3). In light of Zona Latina’s goals and mission, NPO status 

seems to be the appropriate vehicle to best deliver their services and meet their goals. 

 

As stated previously, securing 501(c) (3) status is a complicated process. Sources with 

whom students consulted reported that groups who choose this path invariably encounter 

unforeseen difficulties. Zona Latina needs to be prepared for the long haul and plan for 

setbacks. Considering the length of time it takes to obtain 501(c) (3) status, Zona Latina 

might consider the intermediary step of first becoming either an LLP or an LLC. The 

reasons for doing so include: 

• protection from legal action 

• relatively simple to establish and operate 

• immediacy and stability—would provide a structure within which to operate now, 

while pursuing the long-term option. Structure lends stability, as well as a 

platform from which they can grow 

• credibility—establishes an official legal entity 

• financial considerations—could set up bank account under business name, would 

help garner attention of potential backers, investors 
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Next Steps 

As Zona Latina moves forward, a number of concrete steps are in order. These steps, 

although tedious to groups who are eager to push forward, will lay a solid foundation 

upon which the group can build a sound organization. According to the Handbook for 

Starting a Successful Nonprofit, two distinct stages define the process of pursuing 501(c) 

(3) status:  the Visionary Stage and the Planning Stage.vi The Visionary Stage consists of 

the following steps: 

• Step # 1  Determine if you really need to start a nonprofit 

• Step # 2  Decide on a purpose and mission 

• Step # 3  Recruit board members 

• Step # 4  Reserve a name 

Of the four steps, Zona Latina has already reserved a name with the Secretary of State 

(Step # 4). And although they have done considerable work on Step #2, more remains to 

be done. In particular, Zona Latina is struggling with the first step—trying to determine 

whether NPO status is the best route to their desired destination. In addition to the for-

profit options previously discussed, the Handbook for Starting a Successful Nonprofit 

points out that “Other alternatives, including collaborating with an existing nonprofit 

organization, establishing an informal club or association (a viable option for groups with 

annual budgets under $25,000), finding a fiscal sponsor, or forming a for-profit business 

may achieve your objectives quicker, more efficiently, and for the best benefit or your 

target audience.” This if further food for thought for Zona Latina. 
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Deciding “what you want to be when you grow up,” (Step # 1) is perhaps the most 

difficult step of the Visionary stage. Visioning—the process of soul-searching, 

“imagining if,” weighing costs and benefits of one model against the other, measuring 

financial reward against “mission reward”—is just plain, hard work. A certain amount of 

vagueness is part of the process—it is to be expected at the beginning of the journey. 

Tolerance for uncertainty is a prerequisite, as is flexibility and openness to the process 

and all that it entails. 

 

One tool that would help Zona Latina complete this first step, and a key element of 

visionary work, is strategic planning—the process that sorts out the objectives (mission 

and purpose) and the strategies, (steps) that will take them to where they want to go. “Fail 

to plan and you plan to fail,” cautions the Management Assistance Program for 

Nonprofits (MAP)vii, a Twin Cities nonprofit that provides strategic planning services to 

nonprofits. MAP describes strategic planning as “the flagship of all other planning and 

programming.” They, along with other practitioners and academics, believe that the first 

and most critical responsibility of any group is setting a shared vision and developing a 

plan of action to get there. 

 

Zona Latina also needs to devote further time and resources toward determining its 

purpose and mission (Step # 2). Currently their mission is “to provide information to the 

Latino community in culturally and linguistically appropriate ways.” Additionally they 

would like to “increase accessibility and availability of programming for Minnesota’s 

Latino community.” 
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Although their mission seems clear, the means to accomplish it requires further 

exploration. For example, would they produce educational television only? Or might they 

also produce educational products that could be distributed, for example, to school 

districts, the city, county and/or state agencies. Sharper examination of how exactly they 

might carry out their mission —the types of activities, services and products they’d use—

would be helpful. Today they would like to provide “bilingual information regarding 

education, health, and social services through television.” But what about five years from 

now? Would they like to be doing something in addition to that? What do they see down 

the road for themselves? 

 

To complicate matters further, Zona Latina need not be an NPO to actualize their current 

purpose and mission. In fact, given the current demographics, which show that 

Minnesota’s Latino population is growing rapidlyviii, they may very well forego 501 (c) 

(3) incorporation. They may decide that as a for-profit business, they are free to take their 

profits and do what they will with them. For example, they could return their profits to 

their community by donation, or perhaps by establishing their own foundation under their 

business umbrella. Nienow points out that delivering goods and services as a for-profit 

business doesn’t rule out doing good things. “It doesn’t mean that you can’t be a for-

profit and not do good for you community—the ideas are not mutually exclusive,” she 

says. 

 

As with Step # 1, strategic planning is again called upon to complete Step #2. Further 

clarity about purpose and mission will prompt improved clarity about organizational 
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design—the two questions are inextricably linked. A word of caution about strategic 

planning, however. Strategic planning offers some direction, but the process itself is 

“iterative in practice.” (Bryson, J. 1995). “Participants typically rethink what they have 

done several times before they reach their final decision. Moreover, the process does not 

always begin at the beginning,” Bryson points out. “Although the steps are laid out in 

linear sequence, it must be emphasized that the Strategy Change Cycle, as its name 

suggests, is iterative in practice.” Finally, Bryson writes that thinking doesn’t replace 

doing, but rather complements it. “Strategic thinking and strategic acting are important, 

and all of the thinking does not have to occur before any actions are taken.” 

 

The remaining step that Zona Latina must take to complete the Visionary Stage is recruit 

board members, Step # 3. When thinking about this step, the group will want to look for 

individuals who can bring something—e.g. skills, money, community and/or business 

connections, equipment—to their organization. MCNP writes in their Handbook for 

Starting a Successful Nonprofit that “The initial board of directors will assume much of 

the responsibility in starting a new nonprofit. They will determine the direction and goals 

of the organization and set forth precedents for future board members. The first board 

writes the articles of incorporation and approves the original bylaws, does much of the 

initial fundraising and hires staff as the organization takes shape and becomes an entity in 

and of itself. This initial all-volunteer period can prove to be very challenging for new 

organizations.” 

 

 



 30

Summary 
 
Meetings and conversations with Zona Latina revealed a mixture of ideas, goals, 

considerations and concerns. Although their long-term vision is that of “creating a 

healthier community,” their immediate task at hand is to initiate a series of actions that 

will further their progress toward their ultimate goal. The following steps and suggestions 

include: 

1. Organize first as either an LLP or an LLC. 

2. Begin Strategic Planning to determine which entity is appropriate and what 

services and products Zona Latina wants to deliver. 

3. Begin looking for board members, and involve them in the strategic planning 

process. 

 
Additionally and concurrently, Zona Latina should: 
 

• Contact the Service Core of Retired Executives (SCORE), a nationwide 

organization of retired and active business men and women who volunteer their 

services to help groups that are considering starting a new business. 

• Contact both a lawyer and accountant. Professional advice is invaluable. 

• Begin a Business Plan. Regardless of whether the group settles on being a for-

profit or a nonprofit, they will need a business plan. 

• Set up informational interviews. Networking with other groups and individuals 

who have gone before Zona Latina will provide “hands-on” help. 

• Enroll in a workshop for persons considering whether or not 501 (c) (3) is for 

them. 
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Overwhelming as this list may be, Zona Latina can be steadied by the knowledge that 

many have gone before them and have succeeded. Yes, many fail. But we suggest that a 

positive outlook and attitude will carry them far. We believe that they will be buoyed by 

tiny steps forward, that they will weather the inevitable set backs with grace and the 

recognition that every marathon is run just one step at a time. 

 

 

Endnotes 

                                                 
i Chicano Latino Affairs Council. (2003, January). The Hispanic/Latino Population in Minnesota: 2000. 
http://www.state.mn.us/ 
 
ii The highest possible rate on individual income taxes in Minnesota is 7.85%; highest federal rate is 35 %. 
 
iii The flat corporate income tax rate in Minnesota is 9.8%. Federal:  graduated 15 – 38 %. 
 
iv MIGIZI’s website address is www.migizi.org 
 
v This story is taken primarily from MIGIZI’s website. 
http://www.migizi.org 
 
vi Handbook for Starting a Successful Nonprofit (2004), the Minnesota Council of Nonprofits, p. 10 
 
vii The URL address for the Management Assistance Program for Nonprofits is 
http:mapnp.nonprofitoffice.com 
 
viii Chicano Latino Affairs Council. (2003, January). The Hispanic/Latino Population in Minnesota: 2000. 
http://www.state.mn.us 
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