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The context

According to one definition, the term “venture philanthropy” means “funding organisations with not only financial resources, but also management and strategic advice. This support is focused on enabling nonprofits to build greater organisational capacity and infrastructure via long-term, engaged relationships with investees.” 

Venture philanthropy, although not a new term or practise, gained much attention in the United States in the 1990’s as successful business professionals wanted to support public good and use their business knowledge to create successful, “productive” non-profit organisations. Venture philanthropy practises have now spread to Europe, especially to the UK. Discussions about this form of giving and its advantages and disadvantages have been sparked across the European foundation sector, making venture philanthropy a particularly relevant “hot” topic for this Philanthropy Institute Programme (PIP) roundtable. 
Rob John draws the landscape of venture philanthropy
As an introduction, Rob John of the European Venture Philanthropy Association encouraged participants to think about two theoretical scales; one measuring high and low funder engagement, and the other measuring social and financial return. 
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Bringing the discussion about these statements to a more practical level, Rob discussed how venture philanthropy actually differs from traditional grantmaking in practical terms: 
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As already mentioned, the level of engagement, the focus on capacity building and the way organisations are invested in are core principles in venture philanthropy. Many grantmaking foundations give single reactive grants to many grantees; in some cases they give thousands of grants annually. Others invest with a more long-term view, with multi-year funding, or give core support. The venture philanthropy approach goes even further, and invests only in a few organisations with deep engagement in the organisational structures. This includes shared learning, management advice, strategic planning, or even participating on the board of the investees. 

Who needs venture philanthropy?

The ideal non-profits for venture philanthropists to invest in are organisations at inflection points or rapid growth, those who are merging or starting up, revenue generating initiatives, or organisations changing their mission focus. This links to the practises of venture capital, in which venture capitalists involve themselves with a struggling business with the ultimate goal of rescuing it and increase productivity with strategic business planning. In a long-term process of due diligence, the investor contributes organisational advice and funds to increase business value and leaves once the new structured business is sustainable. For venture capitalist investors, their portfolio typically consists of a few investees or companies, with the risks being spread among these. Venture philanthropists work in the same way, as they would invest financially as well as engage in the capacity building in a limited number of non-profit organisations. 
Venture capital funds are suitable for non-profit organisations undergoing rapid growth during which funds and organisational infrastructure can no longer handle the increasing demands of its services. Venture philanthropists operate in the same manner, evaluating the non-profit organisation’s structure; identifying weak points and areas in need of change; and then constructing management and strategic advice.  
The debate has arisen around the possibility to adapt business strategies to the non-profit sector. Measuring social value or impact is much more complex. Issues around ‘exit strategy’ are also not as straightforward as in business relationships. Preliminary conclusions indicate that venture philanthropy is useful for infusing people in the non-profit sector with skills from the financial business sector. However, for venture philanthropy to be successful, knowledge of how the non-profit sector works and strong engagement and willingness from investees is also required.

The American example: New Profit Inc

Vanessa Kirsch, a famous American social entrepreneur, developed the venture philanthropy concept when she started the New Profit Inc in 1998 to help some of the promising small non-profit organisations to grow. Investors of New Profit Inc are individuals, foundations and companies and it have built up strategic partnerships with capacity building companies. New Profit Inc has a small portfolio and supports some non-profit organisations in a growth phase. Investees have all gone through a tough screening process – “due diligence”, in which the organisation is evaluated. The results of New Profit Inc are thus far promising. However, some lessons gained from this example are that it takes more time and resources than predicted to effectively support and change the structure of these organisations. Also, a strong relationship with the non-profit organisation is required, requiring much patience from all groups involved. 
The European Example: St Giles Trust and Impetus Trust Venture Philanthropy Fund
Daniel Currie from the St Giles Trust spoke about his experience of working as a social entrepreneur in cooperation with Impetus, a venture fund. 
Impetus’ mission is to enable the charities in its portfolio to maximize social impact of donors’ money and their consultants’ time. This is achieved through a combination of long-term funding, analysis of capacity weaknesses and hands on management support and business planning. Impetus has associated organisations and companies who provide capacity building expertise voluntarily, or by lending out business experts to non-profit. Two of the determining factors for cooperation with Impetus Funds are that the organisation is at a critical stage in their strategic development, and that the leadership clearly expresses the willingness to change structures and thus gain the maximum from the investment package offered. The due diligence (an in-depth evaluation) examines the whole organisational structure of the charity e.g. plans; income; management and people; service delivery and operations; and sector and competition analysis (performed by strategy consultant partners). Although less than 10% of all applicants are invested in, 80% say that the application process itself and the evaluation of their charity’s performance is of benefit to their organisation.
For St Giles Trust, working according to a venture philanthropy method with Impetus venture fund came at a time when the charity was facing important decisions for the future path of their organisation. The due diligence lead to a new approach, including building capacity ahead of growth, being more professional, developing new contacts and thinking on a larger scale. The strategic advice contribution of Impetus included restructuring personnel and issuing personal development plans, brand consultancy and strategy mapping and monitoring. Methods included an “adaptation of balance scorecard” and “traffic light monitoring”, tactics adopted from the business sector. Overall the result has been very positive for St Giles Trust, which is now showing a surplus instead of deficit. The Trust also has a plan for returning some of the funds donated by Impetus. Lessons learned are the value of hard questions versus hard cash and the importance of having an evolving relationship with the venture fund. The St Giles Trust describes this more as a marriage than a transaction of funds, as is the normal relationship between grantee and grantmaker. 
Lessons learned and discussions

A practical example of a grantmaking foundation incorporating venture philanthropy methods into their daily work was described by Peter Oostlander from Noaber Foundation in the Netherlands. Mr Oostlander is an active participant of the European Foundation Centre Social Investment Group (SIG) and his organisation has applied some of the ideas of venture philanthropy in projects in Vietnam, the Middle East and the Netherlands. 

Participants raised questions about the difficulty of applying pure business and private sector methods without acknowledging the different characteristics of the non-profit sector, such as measuring social impact and measuring increasing financial returns. Another topic discussed was that because the screening process for grant applicants demands such long-term involvement and large contribution of the applicant, it is important that they get a good evaluation and useful analysis out of the process even though they may not in the end receive the grant. 
For further reading: 
European Venture Philanthropy Association website: www.evpa.eu.com
Kirsch Foundation (US): www.kirschfoundation.org/why/venture.html
Guide to Giving (Philanthropy UK) - articles on Venture Philanthropy with case studies: www.philanthropyuk.org/guidetogiving/index.asp

About PIP Roundtables

Held in Brussels with the generous support of the King Baudouin Foundation, EFC Roundtables are meetings that focus on one main topic of interest and are led by a resource person in the field. These events promote good practice in various fields of participants' interest and encourage one-to-one discussions with staff members of foundations and grantmaking organisations. The Philanthropy Institute Programme (PIP) was created in the framework of the Orpheus Programme, the EFC knowledge programme on funding issues, and is directed and overseen by the EFC Resource Development Committee.
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