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BACKGROUND:
ALA Ahead to 2010 and the American Library Association 2006-2010 Financial Plan 

This financial plan is intended to provide an overview of the association’s resource requirements over the period 2006-2010 and the funding strategies that will be used to achieve the goals and objectives of the ALA Ahead to 2010 strategic plan.

The plan contains a five-year projection of revenue and expenses based on current conditions and the impact of inflation and salary increases on the current budget, as well as a number of strategies/scenarios and their impact on the association’s ability to support the objectives within the plan.

Funding the strategic plan: strategies

Looking beyond 2006, several approaches are already being utilized to begin implementing Ahead to 2010 related-activities and 2010 priority program proposals identified in the 2006 budget process.  These strategies are based on those initially described in the 2006 budget narrative and in the preliminary Financial Plan To Support 2010 Initiatives presented to BARC in June 2005.

All five strategies will be required if the association is to significantly increase its efforts and achieve the objectives in the strategic plan.

Strategy 1 

More than any previous plan, the success of ALA Ahead to 2010 will be based on collaboration between the ALA offices and the divisions. The divisions represent nearly 40% of all ALA resources on an annual basis, and their revenues continue to grow at a rate greater than that of the association as a whole.  Objectives such as increasing access to continuing education can only be achieved through such a partnership.  This means that ALA must be prepared to invest in divisions, that the divisions must be willing invest in ALA, and that all must be prepared to pool resources to achieve common goals. A number of groundbreaking projects are already underway, and the 2006 budget emphasizes and rewards collaborative planning as offices and divisions developed proposals for 2010 related initiatives.

In this plan, approximately $750,000 in collaborative projects are proposed over the five year period. 

Strategy 2

Reallocating existing resources will first moderate inflation and then allow the association to undertake or begin implementation of some Ahead to 2010 initiatives. In general, there is an expectation that approximately 2-5% of the resources of each department, office and division are redeployed each year in support of new programs and priorities.  These resources are made available as lower priority activities are reduced or eliminated and as efficiencies are implemented in maintaining existing programs.  If implemented organization-wide, this 2-5% translates into approximately $200,000 - $500,00 per year in reallocated resources.

In this plan, approximately $1.0 to $2.5 million in reallocated resources are projected over the five-year period.

Strategy 3

Develop new products, publications and services to generate additional revenue required to support member priorities identified in the 2010 plan.  Currently, the 2006 budget contains $50,000 specifically targeted toward new net revenue generating projects.  Generally, this supports one project each year, but this amount is insufficient to research, test, launch and market products and services nationally.  In the future, the association must make more aggressive use of capital investment and other similar strategies in order to develop new products and bring them to market in a timely fashion. In future years, increased investment needs must also budgeted as part of the operating budget.

In this plan, $500,000 in net revenue (revenue minus expenses) is projected from new publishing products and services over the five-year period.  At this point, further growth in revenue associated with continuing education will require additional planning and analysis.

Strategy 4

Pursue grant, foundation and corporate funding.  Several of the 2010 proposals – particularly those addressing research needs – seem appropriate for external funding, and staff are working on proposals for submission to various funding sources. Funding will also be sought from foundations and corporations in order to secure external funding for  priority projects.  This has been an area of steady growth over the last five years, but lead-time from prospecting to securing funding and the inherent uncertainty requires that conservative estimates are used with regard to the additional program funds and associated overhead generated.

In this plan, $1 million in new grants over five years will generate $250,000 in grant overhead.

Strategy 5

A membership approval for a dues increase to fund member priorities identified in the 2010 plan.  Association dues have not increased in ten years, and preliminary discussions have indicated a member willingness to consider funding such priorities as local advocacy, research and public awareness of the value of libraries and librarians.

In this plan, $1.3 million in new revenue over the next five years is projected from a dues increase.

Five-year financial planning model

The attached draft attempts to serve as a forecast model that assumes certain income and expense spending levels through 2010.  Unlike other financial planning models reviewed by BARC, this model is a balanced budget model, which assume expenses cannot exceed revenue and therefore spending assumptions are based on levels of forecast revenues.  As requested, the model includes assumptions both with and without dues increase.

The attached spreadsheets provide a new approach to analyzing the sources of funds needed for program and support for ALA programs and services, provided by departments of the General Fund.  These sources of revenue are: Publishing and Conference net revenue, Dues Income, Interest Income and other, which is comprised of mail list rental, donations, and office revenue generated from newsletters, etc.  In addition, overhead generated from grants, publishing, conference, and divisional conferences constitute a sixth source of support for ALA programs and services.

A major advantage of this model is that it brings together revenues and expenditures in a single spreadsheet for projection purposes.  In addition, the revenue projections can be easily related to and directly derived from the five year ‘business’ plans in place or in development for such revenue centers as membership, publishing, and conferences.  The development of five-year plans for the remaining revenue sources is a logical next step.  

Expenses are shown by department.  Assumptions for inflation and salary increases are factored in as yearly incremental expenses, and are reflected in the aggregate for planning purposes, rather than by department.

Plan Assumptions by net revenue center

Note: Net Revenue = (Revenue minus Expenses)

Publishing increases in net revenue are partially driven by price increases and the release of Guide to Reference Works and Boooklist on line, which are both scheduled to be released by the end of 2006.  Investment in new business is implied in the net income figures provided.  In other words, cost/investment to produce the two new products have been considered and only the net income for the new products estimated at $100,000 per year are shown.

Conference increase net revenue is assumed to increase at the 3% per year to stay even with inflation.  In order to generate a 3% increase per year, modest registration increases will be necessary as will be continued aggressive cost containment.  No new significant revenue generating opportunities are assumed.  New products will be reflected in a later draft once the conference financial plan has been completed.

Dues income is forecast to increase 2% per year, primarily driven by personal membership growth and maintaining current levels of retention.

The new attachment to this model, Spreadsheet 3, reflects the projected overhead recovery from ALA businesses, as well as divisions and grants, so as to more carefully show the impact of external funding opportunities and overhead rate.

Expenses are assumed to increase at the level of income growth, which is below the forecasted inflation rate in all five years.  Salary increase has also been forecast to increase at levels less than inflation due to constraints on net revenue growth and dues income forecast.  Based on the level of income decisions, salary improvements were the first priority funding and then operating expense increase (inflation) secondarily.

This model is a balanced budget model and therefore net income is assumed to provide funds for the repayment of CIPA.  The principal payment of $44,700 will cease in FY 2013.

Analysis and conclusions

Spreadsheet I 

· Without dues increase there is no provision for 2010 initiatives from 2007 thru 2010 due to lack of revenue. 

· There are insufficient funds to support inflation in 2007 and 2009 due to years with only one division conference.

· Salary increases are assumed at or below inflation.

· Investment in new capital equipment is limited to only 2008.  Beginning in FY 2007 significant investment will be needed for the association management system and for a new accounting system, both of which are approaching ten years of age.

Spreadsheet II

· With a dues increase an additional $1,291,0000 is assumed based upon dues reaching $133 per personal member.

· $700,000 is assumed devoted to 2010 initiatives over the 2007 to 2010 period. The initiatives are largely assumed to not add the to the base budget although some projects would be multi-year in nature.

· Salary increases except in 2008 are assumed to increase at a rate lower than  inflation.

· Operating expenses are also forecast to not increase greater than the inflation rate except in 2008 when two division conferences are scheduled.


Next stage of planning

The intent is that future financial planning will incorporate more detailed input from publishing and conference.  Each business will develop a set of financial assumptions that will be input into a multi-year profit and loss model specific to that department.  Assumptions such as pricing, location, publications and any new net revenue (revenue minus expenses) generating products/services to name a few will be more incorporated in the individual department’s financial plan.  Particular emphasis will be placed on the level of investment and the expected return on that investment to generate additional net revenue.  Expanding ALA’s continuing education offerings is a specific strategic opportunity, which will be explored for implementation.

In addition, other dues increase scenarios will be explored based on information from member groups and staff research.  Even with a dues increase, continued cost containment and operating efficiencies will need to be emphasized.

Management is currently reviewing the various ideas suggested by the Executive Board, BARC and unit managers with respect to new growth opportunities.  The evaluation and implementation of new net revenue generating ideas will be factored into future planning. 

Attached is the list of suggestions discussed by the various groups for your review.

cc:
Mary Ghikas, SAED, Member Programs and Services

Don Chatham, AED, Publishing Services

Gerald Hodges, AED, Communications and Marketing

ATTACHMENTS:

The Executive Board, Staff and BARC contributed ideas related to new markets, products and services for ALA to consider.  The list “unedited” is below.

Unit Manager’s Meeting – May 18, 2006

Growth Opportunities:

CE for non-librarian managers

“Correct” pricing for ALA products/services

Customize website to market to groups, e.g. parents

Acquire other resources to market to public

ALA as a brand

Foundation to attract external funding

CE for non-librarians

Certification programs for non-librarians

Tele-seminars, e.g. ACRL national conference, ACLTS & RUSA 2010 proposal

Need for venture capital

Look at our pricing models

Dues for affiliates – benefits out pace dues

Charge for single articles – info pieces, e.g. parts of salary survey

Products for parents, teachers, etc.

Partner with other resource organizations, e.g. Librarians Index to the Internet) and brand with ALA logo

How to extend ALA’s brand

Put a link to Amazon and collect royalties

Get rid of something!

School library market – membership, CE, publications

Can we sell alarism?  (This is a joke.)

Need to educate members about need for ALA to be competitive

Have bilingual products, website (Spanish)

New dues category for general  public – ALA as a cause

Establish a foundation

Run other peoples conferences

Require ALA membership to retain ALA chapter status
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Potential Growth Areas:

Continuing Education

New Products

Build on divisional activities

Untapped Markets:

Parents

Community leaders

International librarians/virtual membership

Potential customers

Continuing education

Graphics

Teachers

Alternative Delivery of Conference Content

Student workers in libraries as potential market for electronic and other products

Web site as a way to reach new markets

Create “public” and “library” web sites

Public: services, news, etc.

New products

Storytelling videos, DVDs

READ posters – explore desktop product options, e.g, screen savers

Conference Exhibits:

include member interest displays, e.g. quilting contest entries

Develop proactive approach to include non-librarians

Sell a subscription to a library press release a week.  ALA writes a generic press release with slots for local libraries to drop their name into.  i.e.

Winter release about how to plan your vacation at the library.

Why it is important to read t your kids and get materials from library.

They could target all kinds of libraries or have separate revisions from school, academic, public

Sell a library or literary quote fro the day that libraries could show on their web page.

Audiobooks

the fastest growing publication medium

III.  New Revenue Streams

- Contract out policy development (OITP).

- Policy R&D.

- Sell staff expertise.

- Market to parents and the public

- Expand graphics and products to reach new generation of online shoppers.

- New services for organizational dues and membership.

- Area of content development – buying existing content from others to sell to others at a higher price (buy cheap and sell high).

- International products and sales.

- Conference-related content to be repackaged (e.g., web castings).

- Use outside distribution markets to sell products more broadly.

- Consultation services to local libraries to fill job vacancies and consultant studies.

- Consulting to help develop local communication plans.

- Events coordination on contract basis.

- Use personalization theme to deliver services on menu options.

- How can we reposition some services as fee based?

- What do we do well that we can build on?
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