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Executive Summary 

 

Diversification is defined as a risk management technique that mixes a wide variety of investments within 

a portfolio. On average, a diverse portfolio yields higher returns and poses a lower risk than any singular 

investment found within the portfolio.  Similarly in the Community Development field, diversification is 

utilized with the recommendation and subsequent award of grant funding among a jurisdiction’s 

nonprofits.  But, how does a jurisdiction effectively diversify grant dollars among their service providers?  

A common trend in the funding recommendations process is to evenly distribute funding to all eligible 

applicants to allow each entity to have a “piece of the pie.”  While this trend may ease the burden of 

tough decisions in regard to award recommendations, spreading the wealth among any and every service 

providers is not advisable for a number of reasons.   

In particular, this approach can result in duplication of services, saturation of funding dedicated in one 

area, the size of a grant verses the number of applicants, limitations of a jurisdiction’s capacity to 

effectively monitor awards, and the applicant’s services in alignment with Consolidated Plan goals. 

Overall, it is not advisable for a jurisdiction to evenly distribute grant awards among all eligible applicants 

and subrecipients; rather, a jurisdiction must carefully approach awarding these entities from a strategic 

perspective to benefit the jurisdiction’s overall goals to serve the greatest number of those in need, and 

according to the credentials of the most effective service providers.  

Rather than allowing the desire to be fair to dictate the decision-making process, the jurisdiction’s goals 

must provide the framework for funding recommendations.  
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Diversification is defined as a risk management technique that mixes a wide variety of investments within 

a portfolio. On average, a diverse portfolio yields higher returns and poses a lower risk than any singular 

investment found within the portfolio.  Similarly in the Community Development field, diversification is 

utilized with the recommendation and subsequent award of grant funding among a jurisdiction’s 

nonprofits.  But, how does a jurisdiction effectively diversify grant dollars among their service providers?  

Prior to the award of grant funding, a pre-award assessment is completed. CDBG funding allows five 

models for performing such assessments:  

1. Formal application cycles; 

2. Simplified applications with grantee follow-up;  

3. Grantee survey of qualified organizations with direct solicitation;  

4. Response to unsolicited applications; and  

5. Review of existing subrecipient’s performance prior to participation renewal.  

 

The purpose of the pre-award assessment is to gauge a nonprofit’s capacity to provide essential services 

to the community.  Additionally, the assessment also identifies the nature of the service, the proposed 

plan to carry out the service, and the possibility of potential conflicts of interest.  Assuming all pre-

award assessments are satisfactory, a jurisdiction moves to make a recommendation for award.   

A common trend in the funding recommendations process is to evenly distribute funding to all eligible 

applicants to allow each entity to have a “piece of the pie.”  While this trend may ease the burden of 

tough decisions in regard to award recommendations, spreading the wealth among any and every service 

providers is not advisable for a number of reasons.  In particular, this approach can result in duplication 

of services, saturation of funding dedicated in one area, the size of a grant verses the number of 

applicants, limitations of a jurisdiction’s capacity to effectively monitor awards, and the applicant’s 

services in alignment with Consolidated Plan goals. 
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A particular jurisdiction may have several applicants vying for funding to provide the same services to 

the same beneficiaries. In the event that this occurs, a jurisdiction must consider each entities 

performance and total number of beneficiaries served.  By considering these options, a jurisdiction can 

identify which entity can provide the most refined approach to serving a particular group of beneficiaries 

in the community; thus effectively recommending and awarding funding to the most qualified applicant 

rather than spreading the award around to a handful of organizations providing the same services.   

While it is significant to avoid duplication of services, it is also important to note the location of said 

services throughout a jurisdiction. For example, if a substantial amount of grant dollars are awarded to 

the northeastern quadrant of a county or jurisdiction for a children’s shelter, the distribution of services 

must meet the need for children’ s shelter services in this particular quadrant.  If the distribution of 

funds is uneven, the overall investment in children’s shelter services provided to the remainder of the 

county or jurisdiction could be detrimental to this segment of the population.  

Grant dollars must first be awarded based upon the degree of need for a particular service, and then 

strategically located to properly arrange potential beneficiaries in focused areas with the greatest 

amount of grant funding. The overall size of the jurisdiction in question must also be considered when 

recommending funds based upon location of services.  

Spreading a grant too thin is not only unfavorable for duplication and location of services, but it is also 

unfavorable from the perspective of grant management. This is especially pertinent in smaller grants such 

as the Emergency Solutions Grant (ESG) where counties such as Gwinnett County only receive 

$300,000 in comparison with the Community Development Block Grant’s (CDBG) typical million dollar 

award.  

Strategically, a jurisdiction is equipped to track fewer subrecipients with larger grant awards to observe 

a better return on their investment. The investment is greater when a subrecipient is able to align 

resources with the grantee jurisdiction in addition to providing supplementary resources to the grant 

award.  For example, the purpose of smaller grants such as ESG is to provide supplemental funding to 

subrecipients in anticipation of enhancing the subrecipients’ services – not to sustain their business 

model.  

When comparing an applicant’s goals to that of a jurisdiction, focusing on the Consolidated Plan goals 

may and should assist to strategically eliminate consideration of organizations whose applications do not 

align with the overall objectives identified in the five year plan.  When applying for funding to serve the 

population of a jurisdiction or county, an organization must consider how their strategic goals match up 

against the overall goals of the jurisdiction. Providing blanketed funding to all eligible applicants, 

regardless of the strategic goals reflected in their business plans, is detrimental to the jurisdiction or 

county’s attempts to meet goals set forth in each 5-Year Consolidated Plan and their subsequent 

performance measurement in the Consolidated Annual Performance Evaluation Report required by 

HUD.  

The bottom line is the goal to limit or eliminate problems that effect a certain population or protected 

class. If an applicant is unable to align their strategic goals with this notion, it is easier to remove the 

organization from the recommendation list.  



4 | P a g e  

 

Overall, it is not advisable for a jurisdiction to evenly distribute grant awards among all eligible applicants 

and subrecipients; rather, a jurisdiction must carefully approach awarding these entities from a strategic 

perspective to benefit the jurisdiction’s overall goals to serve the greatest number of those in need, and 

according to the credentials of the most effective service providers. Rather than allowing the desire to 

be fair to dictate the decision-making process, the jurisdiction’s goals must provide the framework for 

funding recommendations.  

WFN’s Nonprofit Consulting Practice  

For over 30 years, WFN Consulting has organized and worked with community partners to solve 

complex community development challenges. WFN’s team has created and fostered new nonprofits, 

worked to develop collaborative organizations, and managed continuums of care.  For the nonprofit 

sector, we offer expertise in capacity building, board formation, grant writing, grant reporting and 

compliance, and mergers between organizations.  Whatever the needs of the nonprofit sector in your 

community, WFN Consulting can help.  Let us show you how.  

 

WFN Consulting  

123 Church Street, Suite 300  

Marietta, Georgia 30060  

Phone: 770.420.5634  

Email: mail@wfnconsulting.com  

Website: www.wfnconsulting.com 
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