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EFC call for data collection:
Environmental funding
by European foundations

We need your data!
The EFC European Environmental Funders Group is preparing its
third edition of the mapping of environmental funding by European
foundations.
Share your data on grants authorised in 2014 in order to:
•

Create a better understanding of how European philanthropic
funding spreads across themes on the environmental agenda
(from conservation and climate change to trade and finance) and
across countries within and outside Europe

•

Identify areas in which funding can make a positive difference

• Highlight trends and gaps
• Help foundations to design strategies for philanthropic actions
Help to ensure that this research is relevant, up-to-date, and
comprehensive.
Please submit your data before 30 November 2015
For more info visit www.efc.be

About the EFC European Environmental Funders Group (EEFG):
The network identifies needs, gaps, and overlaps where philanthropy
can make a difference. It aggregates intelligence and catalyses
collaboration amongst funders across Europe active in the fields of
environment, sustainable development and climate change.
If you have any questions or remarks, please feel free to contact
the EFC secretariat at mvrana@efc.be
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decent housing for poor young families, and local health centres and
pharmacies.
That commitment to philanthropy making an impact is reflected in the
personal stories of short‑listed Olga Alexeeva Memorial Prize nominees
(see the enclosed supplement). Each faced obstacles to implementing
their visions of giving – each persevered. ‘If we are able to speak up
in defence of the rights of others to pursue their causes,’ writes Adam
Pickering, ‘even those with which we do not wholly agree, history has
shown we are likely to succeed.’
I accept this message as an emblem of my first issue as editor of Alliance
magazine, one that will, I hope, amplify past efforts by writers to share
their strategies to help others work to achieve the singular goal of making
All correspondence
should be addressed to
paula@alliance
magazine.org

society as just as it can be.
Paul a Park Editor, Alliance
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LETTERS

Responses to ‘Time for a new
foundation for philanthropy’
Writing in September’s special feature, ‘Beyond accountability:
feedback as transformation,’ Buzz Schmidt argued that to
receive tax benefits, philanthropic institutions (PIs) should
regularly account for how long they plan to operate and what
they achieve in that time. Here, Marta Rey‑Garcia responds that
PIs should be accountable to beneficiaries as well as taxpayers;
Philip Henderson urges governments to avoid rules that could
discourage philanthropy; and Anthony Tomei argues that
reducing PIs’ independence would reduce their social benefits
and bring unwanted government interventions.

Continuance and
intensity of tax
benefits should
be contingent
on compliance
with a system
of material
accountability
to taxpayers and
beneficiaries.

Alliance welcomes
letters in order to
facilitate debate.
Please address
them to the
editor at paula@
alliancemagazine.
org. We reserve the
right to edit letters
and may refuse to
publish them on
the grounds of their
offensive, injurious
or defamatory tone
or content.

Accountability boils
down to beneficiaries
I found the recent conversation
on foundation accountability
between Buzz Schmidt and Rob
Reich both timely and fascinating.
It reached far beyond the usual
debate on the to whom and the hows
of accountability rituals. Instead, it
dealt with the very essence of being
a philanthropic institution (PI) and
with the sources of its legitimacy
in the eyes of society.

XXPIs and their donors usually
enjoy tax breaks.
XXA whole industry has emerged
around them – investing,
accounting and legal services.
XXMany countries require PIs to
spend a minimum payout in
public benefit purposes.

In this context, I would argue
that perpetuity is neither
the focus of criticism nor the
driving maxim for European
foundations anymore. On the
one hand, consultancy firms
have been advising donors
Schmidt’s criticism on these
on the advantages of creating
‘unaccountable perpetuities’
spend‑down or limited‑life
passionately echoed enlightened
European philosophers in the late foundations, such as Chuck
18th and early 19th centuries, who Feeney’s Atlantic Philanthropies.
not only questioned the altruistic Time‑value‑of‑money arithmetic
quickly shows that foundations’
intentions of church and secular
warehoused assets become less
founders and the actual benefits
valuable every day in the face
PIs produced for society, but also
of inflation and rampant social
referred to the ‘obsolescence’ of
needs. On the other hand, as
founders’ intent in the face of
Reich rightly points out, a longer
evolving social needs. Not by
chance, PIs were called ‘mortmain’ time horizon in foundations’
decision‑making is in itself
(‘dead hands’) and were fiercely
valuable, if backed with a clear
attacked at the time in several
mission and enough resources
countries of continental Europe.
to
allow for some risk‑taking
Many things have changed since:
and
for the patience required for
XXPhilanthropy is a
social
change to take place.
consolidated institution in all
The pivotal accountability issue
developed countries.
rather lies in the structural flaws
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of PI governance. A foundation
is an asset‑based non‑profit
organization designed for the
long‑term, governed by trustees.
Neither members nor owners
control them and founders are
not perpetual. The stronger
incentive is for both trustees and
the supporting industry to use
the foundation to perpetuate
themselves, rather than to
accomplish its social‑benefit
mission by maximizing the
value delivered to society. Actual
supervision of foundations,
however, tends to focus on the
board’s duty of care – overall
economic performance and
specifically asset preservation –
and rarely on its duty of loyalty
– guaranteeing compliance
with the founder’s intent
and with the foundation’s
public‑benefit mission.
The keystone for transformational
debate lies in questioning whether
tax‑favouring PIs in developed
countries in the 21st century,
without adequate external
accountability systems in place,
makes any sense at all for society.
Continuance and intensity of tax
benefits should be contingent
on compliance with a system
of material accountability to
taxpayers and beneficiaries – the
simpler the better – combining
transparent disclosures on PIs’
programmes with useful impact
evaluation – to learn who is
better off, and how, because of
the programmes. Accountability
boils down to beneficiaries. It
is the responsibility of PIs to
demonstrate that results from
their private agendas for the
public good deserve the generosity
of citizens.
Prof. Dra. Marta Rey‑Garcia
Associate Professor of the University
of A Coruña
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Make more
philanthropy

I think we all agree that the
sorts of opaque donor‑advised
funds that sit idle year after
I read Buzz Schimdt’s article,
year are exactly the sorts of
‘Time for a new foundation for
‘tax dodge’ mechanisms that
philanthropy’ (June issue) about
we want to eradicate from the
foundation accountability with
philanthropic landscape, or at
great interest. As someone who
least govern through minimum
leads a nearly century‑old family
payout requirements. However,
foundation, I have wrestled with
we are seeing some remarkable
many of the issues inherent
new philanthropic instruments
in the strange marketplace of
appearing on the scene, hybrid
philanthropy. Certainly from this models such as the Omidyar
perch, I have seen the benefits of
Network and the crowd‑funding
the long view that a perpetually
giving at Kickstarter, that
endowed foundation can bring
indicate the philanthropic
to problem‑solving, and so I
marketplace is in bloom and
don’t agree with Schmidt’s sense
set for massive – and positive
that perpetuity is necessarily a
– change. These and so many
negative thing. Nevertheless, I
other innovations build on the
found compelling his insight
combined entrepreneurial and
that the investment mechanisms
philanthropic spirit that many
and the financial incentives
new donors are bringing to
that affect many aspects of the
the work.
philanthropic sector incentivize
One of the inherently beautiful
long‑lived institutions, and not
things
about philanthropy is
always for the better.
that it can take many forms
Many of us are concerned with
and provide funding to a wide
the problem of how to make
variety of social goods – from
philanthropy more effective. But
education, to the arts, to social
I think it’s even more important
justice, to providing food and
to make more philanthropy. So
shelter to the poor. And I’m sure
I tend to focus on, and want
that Schmidt and I both want
to protect, mechanisms that
more wealth flowing towards
incentivize as many people
those charitable activities than
as possible – particularly
to building villas and purchasing
wealthy people – to engage in
yachts. While the sector certainly
philanthropic activities. I fear
needs reform, I would proceed
that some of the elements of
cautiously, building on the great
Schmidt’s proposals, particularly new work being done, and not
the notion of assigning
inadvertently turning off future
hierarchical ‘value’ or ‘quality’
philanthropists with complicated
measures on philanthropic
new oversight mechanisms.
activity, aren’t practical,
Phillip Henderson
operationally or politically, and
President, Surdna Foundation,
that these kinds of mechanisms,
New York
rather than enhancing the
philanthropic instincts of people,
will cause them to turn away
from philanthropy.
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In practice,
provided they
behave lawfully
and act within
the terms of
their founding
documents,
the trustees
of charitable
foundations are
free to act pretty
much as they
see fit.

Philanthropy’s value?
Independence
Buzz Schmidt describes a world
in which foundations and their
overpaid advisers conspire to
maintain an untroubled life for
the former and plentiful fees
for the latter. While I agree that
foundation accountability raises
important issues, as a practitioner
from the UK, this dystopian picture
is not one that I recognize.
One of his recommendations is to:
‘require each PI to submit an annual
trustee report, akin to that required
by the Charity Commission of
England and Wales. These would
report the PI’s accomplishments,
operating efficiencies, risks,
and progress towards meeting
long‑term objectives and be
endorsed formally by each trustee.’
Charitable foundations in the
UK are required to operate to the
same set of rules as all charities,
including those that raise money
through public subscription. In
principle, therefore, they are
subject to the same standards of
transparency and accountability
as other charities, but in reality,
of course, they are not under an
obligation to account for their
actions or their performance to
funders or to the general public
in the same way. In practice,
provided they behave lawfully
and act within the terms of their
founding documents, the trustees
of charitable foundations are free
to act pretty much as they see fit.
Some would argue that foundations
should be subject to additional
rules and controls. However, this
would risk losing the very thing
that makes them worth having
in the first place. Foundations
may lack accountability, but
the corollary is they have
independence; independence allows
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them to work long‑term, ignore or
oppose orthodoxies, innovate, take Donor‑focused
risks, and challenge government
in our outlook,
thinking.
and providing a
range
of giving
Schmidt suggests that an
vehicles
to suit
‘independent private body’ should
their
wishes
assess reports, honouring the good
and means,
ones and ‘calling out’ the bad. If
[community
the reports are publicly available,
foundations]
any individual or organization can
do just that. It would be dangerous can provide
an important
to formalise this. Who would
alternative to
appoint this ‘independent’ body’s
members, and to whom would they those looking
report? The obvious risk is that the for advice closer
to home.
state would want to get involved.
There is also a risk to future
philanthropy. No one is obliged
to use their money to set up a
charitable foundation. Those that
do so enter into a kind of bargain.
The state offers various advantages
– notably tax relief – and in
return, the philanthropist accepts
constraints: the money must be
spent for public benefit, and in a
way that is subject to regulatory
requirements. Introducing
further scrutiny and constraints
runs the risk of deterring future
philanthropists.
Anthony Tomei is a trustee of the Bell
Foundation and a visiting professor at
Kings College London.

Take advice from
community funds
Eric Berseth’s June 2015 article
on philanthropy advice offered
by banks provides a useful profile
of this expanding marketplace.
There is evidence of high demand
for philanthropy advice among
the wealthiest people, although
73 per cent of the 1,000 UK donors
surveyed by the Charities Aid
Foundation in May thought
such advice should be a free
or low‑cost service. Part of the
appeal of philanthropy advice
by private firms for the donor is,
of course, that their giving can
be understood and managed
seamlessly, and without apparent
extra cost, alongside their family
or business affairs. It is perhaps,
then, understandable how the
‘private’ donor‑advised fund model
has taken off in the US, and how
wealth managers and lawyers are
looking to provide similar vehicles
in the UK.
But the article misses the key
role of community foundations
as philanthropy advisers.
Donor‑focused in our outlook,
and providing a range of giving
vehicles to suit their wishes

and means, we can provide an
important alternative to those
looking for advice closer to home.
Initiatives such as Toronto’s Vital
Signs, which also features in the
June 2015 issue, provide local
intelligence on effective giving and,
in the UK, a group of community
foundations, including mine, is
driving ground‑breaking work
on establishing competencies
in philanthropy advice for our
staff with the support of Cass
Business School.
While our focus in community
foundations will always be those
who want to give back to their
communities, we know that
definitions of community are
morphing. Silicon Valley Community
Foundation in particular has led
the way in providing advice to and
vehicles for the philanthropy of its
area, not just for it. And of course,
other charitable donor‑advised funds
are emerging alongside CAF’s own
well established services.
I’m sure Alliance will wish to
continue following this rapidly
evolving field with great interest.
Rob Williamson
Chief executive, Community Foundation
for Tyne & Wear and Northumberland

UPDATES FROM ALLIANCE
NEW ALLIANCE APP

L ATEST INTERVIEWS

Over the summer we launched the Alliance
App, making it easier and more convenient
than ever before to access Alliance magazine.

Recently published in Alliance Extra:
Interviews with Ellen Dorsey, executive
director of the Wallace Global Fund, and
Sergio Urbani of the Cariplo Foundation.

The App is free to download and subscribers
to Alliance can access all of the content inside
the App by using the same login details they
use to access our website.
The App is available on all Apple iOS devices
via the Appstore and on all Android devices
via Google Play – simply search for Alliance
magazine!
Download the Alliance App today!

DECEMBER SPECIAL FEATURE

In December, Alliance will query
philanthropy’s role in implementing the
global Sustainable Development Goals in
its special feature, ‘Philanthropy and the
post‑2015 agenda’. Should foundations
finance watchdog groups or work with
governments to upgrade data and reporting
capacity? Will advocacy be a key role for
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NGOs and foundations? Editors will be
Heather Grady, vice president of Rockefeller
Philanthropy Advisors, Bhekinkosi Moyo,
executive director of the Southern Africa
Trust, and Sevdalina Rukanova, senior
policy development officer at the European
Foundation Centre.
FOLLOW ALLIANCE ACROSS THE WEB

alliancemagazine
@alliancemag  
 LinkedIn  
www.alliancemagazine.org
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EXPONENT PHIL ANTHROPY

Report highlights
key characteristics of
‘lean philanthropy’
Exponent Philanthropy recently released Outsized
Impact 2015, commenting on trends shaping ‘lean
philanthropy’ – philanthropy practised with few or
no staff.
philanthropy is
L ean
powerful, popular, and on
the rise. It comprises the majority
of US philanthropy, with tens of
thousands of individuals,
families and foundations keeping
their philanthropic operations
lean and manoeuvering their
dollars, skills, and leadership to
do the most good.

Outsized Impact 2015 illustrates
how seven lean funders are
achieving outsized impact
through personal connections
to communities and causes,
agility to seize opportunities,
willingness to take risks, and
using their full suite of financial
and non‑financial resources to
respond to needs.
In addition to funder examples
from Arbor Brothers, Arthur
B. Schultz Foundation, The
HOW Fund and others, the
report gathers commentary
from leading US thinkers
in philanthropy, including
colleagues from Ford Foundation,
National Philanthropic Trust,
Social Venture Partners, and
The Philanthropy Roundtable.
For more information
To download the report, go to
www.exponentphilanthropy.org

Join over 350 foundations globally
in becoming more effective.
Feedback from foundation grantees, donors, and staff
Benchmarking foundation processes and practices
Advising on strategy and performance indicators
Customised advisory services
Research on foundation performance
Reach out to us today to learn more.

Kevin Bolduc

Vice President of Assessment Tools
kevinb@effectivephilanthropy.org
(+1) 617-492-0800 x202

www.effectivephilanthropy.org
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EUROPEAN FOUNDATION CENTRE

Learning from Ghent
inclusion programme
In June members of the EFC Forum for Roma Inclusion
came together in Ghent in Belgium to learn from the
city’s internationally‑heralded inclusion programmes.
The Forum works to mobilize the foundation sector
to help further the societal inclusion of European
Roma, with a particular focus on anti‑discrimination,
education, employment, healthcare, housing and
de‑institutionalisation.
Forum gathered in Ghent
T heto hear
from different actors
working on programmes in
education, employment, youth
and housing. The city has
developed a network of
outreaching fieldwork to support
migrants in collaboration with
the Bernard Van Leer Foundation.
This in‑depth targeted approach
aims to challenge the numerous
hurdles intra‑European migrants
face. At the core of the initiative’s
success is the network’s

CEMEFI

Corporates pledge 1% of
profits to good causes
Fifteen years ago, Cemefi (Mexican Center for
Philanthropy) brought together business and civil
society leaders to create the Alliance for Corporate
Responsibility – AliaRSE. This introduced a new
perspective on corporate social responsibility (CSR)
practices, including environmental care, ethics, labour
conditions and community wellbeing.
then, Cemefi has
S ince
promoted and encouraged
social commitment and the
implementation and continuous
improvement of socially

interconnectedness and ability to
align overall to a policy whose goal
is to foster tolerance, opportunity
and dialogue between the city and
its new citizens.
Ghent’s funding situation is
unique in that state resources
and funds from foundations have
come together to fund a holistic
vision. This challenges the more
traditional model of funding
where foundations function
in isolation from wider official
structures of power. Even so, the
learning that has come out of its
initiatives remains invaluable to
cities with an interest in securing
better integration for both
intra‑European migrants and the
population as a whole.

AUTUMN EFFECT FOCUSES
ON CLIMATE

Focusing on the upcoming climate
conference, which will take
place in Paris in December 2015,
the autumn issue of Effect will
explore why a new international
agreement on climate could be
key to fighting inequality, bridging
the gap between food insecurity
and food waste, and tackling the
migration emergency. Also in this
issue, an exclusive interview with
journalist and author Naomi Klein
and a reportage on the Makers
movement, the high‑tech DIY
community fostering a new wave
of social good artisans.
For more information
www.efc.be/effect

For more information
Contact Ali Khan akhan@efc.be

responsible management. Using
a self‑diagnosis tool with more
than 160 CSR standards,
companies that meet at least 85%
of the standards receive the ESR
Badge as a socially responsible
enterprise. The programme has
extended throughout Mexico and
to corporations in Argentina,
Colombia, Costa Rica, Peru,
Ecuador, Honduras, Uruguay
and Brazil.
Each year, Cemefi organizes
a major international event:
Encuentro Latinoamericano
de Empresas Socialmente
Responsables. Nearly 2,000
people participate in workshops,

Alliance Volume 20 Number 3 September 2015 www.alliancemagazine.org

concurrent sessions and
ceremonies to award the
ESR Badge.
This year, Cemefi introduced
a new element: a standard on
corporate donations. During
the conference, 75 of the 1,037
ESR Badgeholders made a public
commitment to invest 1% of
their profits before tax in social
causes. Others have since shown
interest in responding to this
new challenge that will bring
new ideas and resources to the
social field.
For more information
www.cemefi.org

return to contents

what ’s new at . . .

FOUNDATION CENTER

PHIL ANTHROPY

New taxonomy provides
a common language for
21st century philanthropy

CL A SSIFIC ATION

Foundation Center’s Philanthropy Classification
System (PCS) is a universal taxonomy that describes
funders, grantees, and the philanthropic transactions
between those entities, allowing organizations
everywhere to communicate in a consistent way — to
each other and the world — about their work. It
answers the questions: ‘Who? What? How? and
Where?’ making it easier for NGOs and funders to find
partners, and for researchers to analyse the work of
the social sector.

SYSTEM

comprehensive data and conduct
deeper analyses.

population groups, transaction
types, and approaches (support
strategies). For example, the
number of population types had
nearly doubled in 30 years,
allowing for more inclusive and
nuanced descriptions that reflect
the changing ways people identify
themselves worldwide. As part of
searchable platforms, such as our
Foundation Maps and Foundation
Directory Online, it gives researchers
the ability to retrieve more

Now available for use under a
Creative Commons licence, the
PCS gives funders a tool to align
their information with the way
others organize it and unleashes
their ability to work far more
efficiently with each other and
with other sectors.

Supporting an
enabling environment
for cross‑border
philanthropy

civil society since 2012, many of
which affect cross‑border
philanthropy. For example, some
new laws require burdensome
reporting by donors and grantees,
establish complex bureaucratic
registration systems for foreign
funders, and/or limit the amount
of foreign funding local NGOs
can receive.

inflow of philanthropy. In May, we
worked with partners like ICNL to
submit comments about a draft
Chinese law that would affect
foreign funders and civil society
organizations. We have also
worked closely with our members
to share experiences responding
to new anti‑money laundering
requirements in Mexico.

As the global regulatory requirements around
cross‑border philanthropy continue to increase in
complexity, national and regional philanthropy
associations play a key role in advocating for
an enabling environment that facilitates global
philanthropy.
arlier this year, the
International Center for
Not‑for‑Profit Law (ICNL)
published an analysis showing
more than 90 new restrictions on

The Council on Foundation’s
global philanthropy programme
tracks changes to the regulatory
environment of cross‑border
philanthropy. We not only engage
with US government agencies
about policies that impact the
outflow of charitable funds, but
also advocate about legislation in
other countries that restricts the

The continuing work by the
Council and others on the
Financial Action Task Force (FATF:
www.fatf‑gafi.org) is an effort to
ensure that global regulatory
standards do not create
restrictive domestic regimes for
cross‑border philanthropy.

uilt on the National
B Taxonomy
of Exempt Entities
structure that Foundation Center
helped to create 30 years ago, the
newly‑revised system reflects the
activities of today’s global
philanthropy community and
provides a robust yet flexible
structure consisting of subjects,

COUNCIL ON FOUNDATIONS

E
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For more information
http://taxonomy.foundationcenter.org

For more information
www.cof.org
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what ’s new at . . .

NET WORK OF EUROPEAN FOUNDATIONS

East Africa Children’s
Fund launched
The East Africa Children’s Fund (EACF) became
operational in June 2015 and will serve as a regional
intermediary philanthropic institution supporting
community‑based initiatives addressing children’s
rights, violence prevention and prevention of
sexual abuse and sexual exploitation of children,
with the ultimate aim of building local ‘protective
environments for children’. The Fund will provide
grants and technical support to community
organizations and local NGOs working in Kenya,
Uganda and Tanzania.
Based
C ommunity
Organizations (CBOs) and
local NGOs working with
vulnerable children are best
placed to protect children in
homes, communities and schools.
These organizations act as a

GIFE

Setting the agenda for
the next five years
GIFE has established eight strategic agendas to
guide priorities for the next five years. It believes that
with a strong and well‑devised combination of these
agendas, social investment can produce effective
transformations and achieve wider recognition and
stronger legitimacy within Brazilian society.
Grantmaking and culture of
giving: increase the contribution
of foundations to civil society
organizations and improve the
regulatory environment for
philanthropic giving.
Alignment between social
investment and business:
foundations can help change

The East Africa
Fund supports
community‑based
initiatives to
protect vulnerable
children and
advocate for
children’s rights.

bridge between government
structures, community support
mechanisms and households.
However, the capacities of many
CBOs and NGOs are limited. Their
staff are often volunteers or paid
part‑time, and they have
limited funding.
Oak Foundation and an
anonymous donor, founding
members of the Elevate Children
Funders Group, supported the
establishment of the EACF. The
two donors have been providing
grants to CBOs and NGOs

business practices and enhance
social impact in areas where
companies operate.
Governance and transparency:
strong governance structures
and greater transparency are
fundamental in ensuring a
balance between public and
private interests.
Evaluation: evaluation can
improve interventions and
strengthen learning among
social investors.
Alignment between social
investment and public policies:
by investing in innovation, scale,
and the use of effective public
policies, foundations can have
greater influence on public
interest agendas.

addressing violence against
children in East Africa for the
past 12 years.
The initial fund of US$4 million
is managed by the Network
of European Foundations in
Brussels, the host organization
of Elevate Children programmes.
Other interested donors are
welcome to join the partnership.
For more information
Contact Fassil Marriam:
Fassil.EAfricaFund@nef‑europe.org

can play a critical role in
strengthening civil society
organizations by developing
innovative partnerships and
support mechanisms.
Social businesses: foundations
can be important drivers in
developing and strengthening
social impact through
business solutions, creating
an enabling environment for
impact investment.
Communication: foundations
can enhance the potential of
strategic communication as a tool
of transparency, legitimacy and
social transform.
For more information
www.gife.org.br

Strengthening of civil society
organizations: social investment
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CIVICUS

The Global State of
Civil Society 2015
Civil society remains under attack. In 2014 alone,
CIVICUS documented serious violations of ‘civic
space’ – the freedoms of expression, association and
assembly – in a staggering 96 countries around the
world. Taking the size of these countries into account,
it means that six out of seven people lived in countries
where their civic freedoms were under threat.

it faces dire threats and a funding
crisis around the world.
To make matters worse,
organizations that need funds
the most, largely based in the
Global South, receive only a
fraction of the billions of dollars
of funding that goes to the sector.
It’s an untenable situation. It is
not surprising that domestic civil
he statistics are from the
2015 Global State of Civil Society, society does not have the capacity
which says that from Ebola to the to defend itself against attacks
bombing of Gaza, civil society was on civic space if donors have
systematically under invested in
the first responder to
local organizations.
humanitarian emergencies,
including natural disasters and
For more information
conflicts, during the last year. But www.civicus.org

T

Participants in
the peer learning
event.

WINGS

The quest for
evidence of impact
Assessing the impact of infrastructure organizations is
important. It is necessary to show how infrastructure
support is affecting practice in different countries
– how it influences legislation, funding, and other
aspects of the enabling environment within which
philanthropy and civil society can operate effectively.

These 4Cs are the starting
steps for a framework to assess
o demonstrate the value of
the value of infrastructure
philanthropy infrastructure, organizations. To kick off this
evidence of real world impact is
process, WINGS and DAFNE
needed. To begin this assessment, organized a peer‑learning
the WINGS report, Infrastructure
event in Madrid in July, hosted
in Focus: A global picture of
by the Spanish Association of
organizations serving philanthropy,
Foundations and Fundación
identified some of the main
Botín. A group of 15 member
benefits of support organizations: organizations from 13
XXCapacity – building resources
countries attended the event
XXCapability – building skills and and demonstrated interest
knowledge
in developing an assessment
XXConnection – building
framework. This 18‑month
relationships
project involves consultations
XXCredentials – building
with members, as well as online
recognition and influence for
and face‑to‑face meetings.
the sector.

T

return to contents

‘This meeting gave me the
chance to focus on and delve
into something I have been
interested in for a while –
primarily developing a Theory
of Change – both for my specific
area of work and potentially
for us as an organization,’ says
Esther Thompson, Association
for Charitable Foundations.
Developing a framework for
support, she says ‘would enable
us to work together globally on
something’.
For more information
www.wingsweb.org
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OPINION
Opinion

Mānuka Hēnare

Not simply an act
of charity: Māori
gift exchange
There are two distinct traditions of philanthropy at work in Aotearoa New
Zealand, the Māori and the Anglo‑Western, deriving from the country’s
colonial heritage. At the moment, proponents of the two traditions are at
risk of talking past each other because of the misreading of fundamental
values associated with the two histories: one of gift exchange and
reciprocity, the other of charity.
Mānuka Hēnare is
associate professor,
Māori Business
Development at
the University of
Auckland Business
School. Email
m.henare@auckland.
ac.nz

The philosophy
of Māoritanga is
about humanity
and reciprocity.

Anglo‑Western philanthropy has deep roots in
English history and in its specific context, and
from these roots has sprung current NZ legislation
such as the Charitable Trusts Act, the Incorporated
Societies Act and the Companies Act. The Māori
philosophy of gift exchange or philanthropy has its
own history. Its meaning is found in the expression
‘Ko te hau tēnā o tō taonga’, which refers to the spirit
power and the vital essence embodied in a person
that is transmitted with their gift, or taonga or
something considered valuable.
One problem of Anglo‑Western notions of charity
is an implicit understanding of an ancient class
system in which there were ‘haves’ and ‘have nots’.
It became part of the moral and social obligation of
the ‘haves’ to assist the ‘have nots’ through acts of
charity and mercy.
However, there is no Māori history of feudalism
or of class systems but rather categories of
mana and rank within the kinship system. In
ancient Austronesia‑Polynesian‑Māori languages,
traditional words for being poor and in poverty
do not exist. Pōhara, meaning someone who is
poor, is a transliteration of ‘poor fulla’ and of
recent derivation. Gift exchange and reciprocity
are infused with core values that reflect the social
and economic experiences of Pacific Asia. It is
this history of values that shapes current Māori
thinking and response.
Philosophy of Māoritanga and philanthropy
The philosophy of Māoritanga is about humanity
and reciprocity, and describes the totality of a Māori
way of life. The Māori life view consists of four
traditional understandings of hau ora, rendered as
wellbeing.
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The primary form of wellbeing is spiritual and
explains the origin of humanity; the second is
humanity in the natural environment; the third is
humanity embodied in a kinship system with local
habitats; and the fourth is humanity and economy
and the structures of production.
This assemblage of wellbeings constitutes the
Māori understanding of philanthropy as gift
exchange and reciprocity, of giving and receiving.
It contrasts with the act of giving, which is the
practice of charity. The forms of wellbeing and the
practice of gift exchange and reciprocity are what
Albert Schweitzer calls a life view: a world view
consisting of a set of ethics and forms of honourable
behaviour. In this sense, philanthropy is not a new
idea or practice, as all cultures have specific and
general principles associated with such virtuous
behaviour. However, for Māori it is the art of giving
and receiving and the relationships created by these
acts that matters.
Tāmati Ranapiri, an authority on gift exchange,
explains the spirituality as follows:
A taonga (gift), irrespective of its value, is given by
A to a recipient B – within the gift is the hau or life
force of the giver. Later, should the same gift be
given by B to another person C, this recipient is now
under an obligation to the initial giver A. There is no
time limit to these exchanges. It is not the gift itself
that drives the relationship, but the hau that seeks
to return to its original source.
Hau represents the action of reciprocity, and it
was this that motivated the economic activities
of traditional economies. Over the millennia, hau
became a complex totalizing system of obligatory
gift exchange. The exchange followed some basic
principles where the intrinsic hau of the taonga and
the hau belonging to the donor are imbued in the
taonga; these in turn infuse Māori social, economic
and religious life with profound implications
for the management of social relations and
guardianship of the natural world. It is not simply
an act of charity. It is a system of mutual trust,
obligation and solidarity. And, I would suggest,
it is philanthropy.
The adoption of the spirituality and practices of
hau and reciprocity might profit Anglo‑Western
philanthropy by enhancing the virtue of
human relationships, and guardianship of the
natural world.

return to contents

opinion

Opinion

Georgette Mulheir

we provided the secretariat, to engage with and work
alongside European Commission officials to identify
ways in which EU regulations could be changed.

Why influencing other
funding is the best way
to achieve your mission
Today huge sums of money go to funding orphanages rather than
supporting children in the community – in the belief that this is the best
way to meet the needs of children facing disaster, disease and conflict.
But we now understand clearly the grim reality of institutional life; and
that orphanages are neither good nor necessary. Lumos is committed
to ending this grim reality for children everywhere. One of the biggest
barriers to achieving this is money being used badly. We believe the vital
contribution we can make as an organization is to influence other funding,
to ensure money is better used.
Georgette Mulheir is
CEO of Lumos. Email
Georgette.Mulheir@
wearelumos.org

We work to
prove that
family and
communitybased care
is cheaper
and better for
children.

Eighty years of research demonstrates that raising
children in impersonal institutions, separated
from parents, seriously harms their health and
development, yet institutionalization is rising in
some areas of the world. Around 80 per cent of
the 8 million children in ‘orphanages’ have living
parents who, for the most part, love them but cannot
afford to provide for them. They are not orphans.
Institutional care is also expensive. It is much
cheaper, in most cases, to support children in their
families, with much better outcomes.
Through advocacy Lumos shares this compelling
case for reform with governments, funders and
decision‑makers, challenging the habitual choice
of orphanages as the default solution for vulnerable
children, despite the evidence of harm.
Ensuring the smart use of funding is vital. We
see this as the most significant thing we can do
with our limited resources to further our mission.
In Europe, hundreds of millions of euros of EU
funding have been spent renovating or building
new institutions in recent decades. In one county
in the Czech Republic, more than k5 million was
spent on institutions between 2008 and 2012,
following which the Ombudsman criticized the
harm to children. In Bulgaria, k140,000 upgraded
one institution for disabled children. Three years
later it was investigated for a high level of mortality
from malnutrition, and highlighted in a UN report
on torture.

During this period of awareness‑raising and
influencing, k367 million that might have funded
orphanages was used for community‑based
alternatives. New regulations were eventually passed
by the European Parliament in late 2013 which
prohibit the use of EU funds in member states on
building or renovating institutions. The transition to
community services must now be prioritized. At the
EU’s request, we produced guidelines for the new rules
as well as training and technical advice for officials.
As many EU member states have plans in place to end
institutionalization of children, we are now working
with the European Commission to ensure that money
spent outside the EU follows the same principles: if
institutions are not good enough for Europe’s children,
they are not good enough for children anywhere.
The landmark EU ruling also sets a precedent we
can use to persuade other funders, including the US
government, the World Bank, trusts and foundations,
faith‑based groups and philanthropists, that there is a
better way to care for children.
The UN can set an example. J K Rowling, Lumos’s
founder and life president, recently wrote to leading
UN figures as part of our advocacy drive to persuade
the UN to include support for children living outside
families in its Sustainable Development Goals. This
advocacy effort is still ongoing.
Major policy change needs proof of concept. In
our demonstration countries, Moldova, Bulgaria
and the Czech Republic, we work to prove that
family‑ and community‑based care is cheaper and
better for children. We help countries receiving EU
funds to apply the regulations secured through our
advocacy. We now work in Haiti, where orphanages
are privately funded, so the model for shifting
resources to community services will be different
from in Europe. Our learning there will inform our
international advocacy.

Advocacy is not just about our voices. We also support
the most marginalized children in Moldova, Bulgaria,
the Czech Republic and Serbia to engage with
decision‑makers and influence services and policies.
But ultimately it is governments and international
donors that will reform the systems they finance. Our
advocacy provides evidence, arguments and examples
From 2009 Lumos worked with partners, including
that make an end to institutionalization irresistible,
NGOs and UN officials, in an ‘expert group’, for which and irreversible.
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Hilary Pennington
Interview
There are changes afoot at the Ford Foundation with a new philanthropy
programme. Darren Walker, Ford Foundation president, announced a new
focus on inequality and a commitment to provide more general operating
support, in a blog on 15 June. Hilary Pennington, vice president of the
education, creativity and free expression programme at Ford, has been
closely involved with these changes. She tells Caroline Hartnell what is
behind them.

the sector, and support their voices so that they have
the greatest impact?
Does the Ford Foundation itself collect or use
beneficiary feedback?
David Bonbright just did a learning session for our
programme officers on constituent feedback loops
and a number of them are figuring out ways to try to
incorporate that more fully into their work. I would
say the programme officers who work on sexual and
reproductive rights, for example, have a fair number
of ways of getting constituent feedback, but it’s not as
uniform across the foundation as we’d like.

What role do you see for community philanthropy in
What are the main features of the
your overall vision of philanthropy?
Ford Foundation’s new philanthropy
It’s a form of philanthropy that is
programme?
highly synergistic with the values
The infrastructure that supports
that we were just talking about. It
philanthropy has grown much
moves resources and voice closest
more robust than it was when the
to the ground, to the people and
foundation started its grantmaking
the communities who are closest
for philanthropic support many,
to the problems and the solutions.
many years ago. Now that we
It’s something that we’re looking
have an opportunity to re‑launch
at very seriously – we’ve made a
our grantmaking in support of
couple of small investments in
philanthropy, the interesting
the Global Fund for Community
‘Philanthropy works
question is ‘what does the field
Foundations, for example. At the
need now that it perhaps didn’t
moment our mandate for the
too much like a line . . . .
need then?’.
philanthropy grantmaking is to
It should function much
restart in the US, and we’re not
We’ve identified two things we
more like a loop.’
doing a lot of global programming.
think will be priorities in our
But
philanthropy and the growth
future work. One is the issue
of
the
philanthropic
sector
is a big priority for a
of transparency, and better information flows
number of our regional offices, particularly in parts
between grantmakers and grantseekers. That’s why
of the world with growing wealth and a lot of new
we’ve made the investment in the Fund for Shared
donors – China, Nigeria, India, South Africa, Brazil
Insight, and why we’re so interested in feedback
–
so it was a seed investment for learning that we
loops and net promoter scores. Philanthropy works
thought
would be important to make.
too much like a line. It starts with a foundation
that thinks it has a strategy; the money then goes
to a grantee; the grantee uses that money to try to
influence something that makes the world better for
a community or a group of people. It should function
much more like a loop.

Are you trying things out in the US first and then
planning to expand? Or don’t you know yet?
We don’t know yet. First, we need to see how far our
resources go.

The second thing is a continued interest in the
diversity of leadership in the sector, in philanthropy
itself, in philanthropic support organizations, and
in the kinds of organizations that we support. We
believe that the best solutions are going to come from
the people and communities who are closest to the
problems that we are trying to solve. How can we get
more of those people into positions of influence in

Darren Walker has just announced that in future all Ford
Foundation money will go towards reducing inequality
and that every grant will be looked at through that lens.
What does that mean in practice?
Let’s take higher education as an example. Over many
years the Ford Foundation has supported knowledge
development in higher education, but now we
wouldn’t do this just for its own sake. We would be
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interested in the ways that universities can help to
reduce inequality. That might have to do with the
kinds of students they enrol, or the kind of research
they do, or the role they play in the communities they
sit in. Or if you take climate change, we would look at
the impact on poor communities and how we could
give them more voice in decisions about natural
resources.
By virtue of applying that lens, there will be lines of
work or grantees that we fund now that we wouldn’t
in the future. And new ones that we need to fund that Ford encourages
community
we don’t yet fund.
involvement in
How will that affect the philanthropy programme?
I think the kinds of things that we’ve been looking at
– transparency, stronger feedback, greater diversity of
leadership – probably line up well with a focus on equal‑
ity and social justice. The goal for our philanthropy
work is more resources, better deployed, for social
justice causes. Under more resources, we’re thinking
of ways to entice new donors into social justice issues.
‘Better deployed’ we think has to do with better feed‑
back loops and greater effectiveness.
How do you see your role in regard
to stimulating more resources?
We’d be thinking about how we
partner with new donors. Most
newcomers think of setting up
their own organizations, but
there’s so much that could be
done through both informal and
more formal partnerships.

‘Inequality is really the
“what” and “why” of what
we will focus on, but there’s
also the question of what
organizations need “more
of” in order to be able to do
their work effectively.’

Would the focus on inequality include
investment of assets?
As you know, we were one of the first philanthropies
to do programme‑related investments, and we
have now made a big commitment to expand our
impact investing.
Does that come out of the endowment or out
of grant funds?
Each year we have a current allocation that is for
our programme‑related investments, or you could
say impact investing, that is above and beyond our
programme grantmaking.
How does the increased funding for general
operating support relate to the inequality focus?
Inequality is really the ‘what’ and ‘why’ of what we
will focus on, but there’s also the question of what
organizations need ‘more of’ in order to be able
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poverty reduction
efforts through
its support for the
Strategic Alliance
for Poverty
Alleviation (SAPA)
in Indonesia.

to do their work effectively. Inequality issues are
endemic and they won’t go away quickly, so we feel
that it’s going to be very important to give more
resources that help build stronger and more effective
partner organizations.
Bill Gates once said that ‘becoming like the Ford
Foundation would be the worst possible outcome for the
Gates Foundation’, and more recently David Callahan
of Inside Philanthropy has castigated Ford for its high
overheads. What is your response to this?
I think Bill Gates was thinking about the Ford
Foundation’s tendency to spread a little money over
a lot of things, and at times that has probably been
David Callahan’s critique. What we are moving
towards now is focusing on fewer things in a deeper
way, with deeper support for the grantees that we
work with and more flexible support – we believe
that’s very important.
But if you think of the ecosystem of philanthropy, we’re
more catalytic than strategic. Strategic might mean
you have a set of interventions that you identify and
stick with – developing better seeds or better vaccines.
For the kind of issues that we work on – structural dis‑
crimination, for example, or accountable and effective
governments – we believe that investing in people and
ideas and institutions is really important.
What we hear from our grantees through the Center
for Effective Philanthropy’s Grantee Perception
Report is that they particularly value the time
our programme officers spend helping them to
understand trends, see broad perspective on a field,
and access greater opportunities and resources.
What they want is more time from those programme
officers. That kind of value is hard to provide in a
completely lean foundation. I’m not being defensive
about overhead costs, but I think we need to ask more
complex questions about the path to impact.
For more information
www.fordfoundation.org
H.Pennington@fordfoundation.org
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Doug Miller
Interview
Ten years ago Doug Miller and four of his private equity industry
colleagues founded the European Venture Philanthropy
Association (EVPA) to stimulate the growth of venture
philanthropy in Europe. Three years ago, he created the Asian
Venture Philanthropy Network (AVPN), which now has more
than 220 members in 29 countries. While lessons learned from
the European experience contributed to AVPN’s success in Asia,
philanthropy is substantially different on the two continents.
What are the differences and how is AVPN dealing with them?
What does the future hold for venture philanthropy in Asia?
He talks here with Caroline Hartnell.

VP has expanded. It’s not just a subset of grantmaking
philanthropy, but includes the greater spectrum of
social investment. How does that fit your principles?
Every one of the principles stated above applies
just as much to social enterprises with earned
revenue models as to charities. In fact, our private
equity experience with revenue generation offers
additional benefit to social enterprises. If you invest
in social enterprises and they succeed, they become
cashflow positive through income earned, and
therefore more scalable and sustainable because
the chief executive is able to spend more time on
growing and improving the business. However, I
believe philanthropists and social investors should
work more closely together, as in the early days,
almost all social enterprises are cashflow negative
and need philanthropic support.

Did the lessons learned from setting up EVPA
contribute to the rapid success
What do you see as the big
of AVPN?
differences between philanthropy
We used the EVPA success to
and venture philanthropy?
show the Asian market what
Venture philanthropy (VP) is a
was possible. It also taught us
subset of philanthropy. It focuses on
the importance of targeted
key principles of long‑term funding
marketing to the seven different
and capacity building directed
silos – foundations, family
towards the goal of building strong,
offices, private‑equity and
sustainable organizations able to
hedge‑fund professionals,
generate significant social impact.
corporations, professional
We bring in skilled volunteers
service firms, universities,
from the professional and business
and government‑related
sectors to work with management
organizations. We’ve been helped
on a wide range of challenges,
‘Coming from the private
by advances in social media
including hiring additional
equity industry, we know
and by our ability to bring over
human resources, bringing
in information technology
that the value isn’t actually European and US participants to
demonstrate successful models.
systems, defining outcomes and
produced by our capital,
performance measurement,
How might your marketing
but by the management
and possibly even evolving the
approach to, say, foundations differ
business model.
teams we back.’
from that to family offices?
We view the teams we’re
Our approaches are similar. Because we have a
dealing with as true partners. Coming from the
small staff, we are always looking for consolidators –
private equity industry, we know that the value
instead of approaching 50 foundations individually,
isn’t actually produced by our capital, but by
we went through the European Foundation Centre
the management teams we back. Collaboration
in Brussels and the Association of Charitable
and joint funding from a variety of sources are
Foundations in the UK. We worked the same way to
encouraged, as that brings in more experts and
attract family offices; we established relationships
supporting networks.
with banks like JP Morgan, UBS, HSBC and Credit
Suisse. Today we work with over 15 private banks
and we’re always looking for more opportunities.
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North Korea

What about in Asia? Are there consolidators for
foundations?
There aren’t that many local foundations in Asia. In
India, we go straight to the top foundations and use
our EVPA experience to get a meeting. In Hong Kong,
there are a few foundations, and we can reach them
directly. Japan has an association of foundations,
but we have the Nippon Foundation as a partner,
which is by far the biggest Japanese foundation.
In China we have a strong relationship with the
China Foundation Center, which has almost 4,000
members. We also engage with many of the big US
and European foundations that are active in Asia.

BENEFICIARIES
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Environment
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How is VP developing in different parts of the region?
TYPE across Asia is huge – lots
We thinkINVESTEE
the potential
of new as well as existing
2% wealth would flow into
the social sector if there
Other was more transparency
and if people thought the money was being used
Charity/Non-profit
17% Similarly, there are hundreds of
effectively.
without earned
Income thousands of people who are willing to provide
Social
support on the human49%
capital side through
Enterprise/Business
service firms and corporate
CSR
Charity/Non-professional
32%
profit with programmes. AVPN can also bring in intellectual
earned Income
capital (the business models practised effectively in
other countries), which could be adapted for Asian
countries. However, each country will develop
differently
andOF
at DEVELOPMENT
its own pace.
INVESTEE STAGE

But you describe yourself as the Asian Venture
Philanthropy Network?
Despite the differences, there is still much that
countries in Asia share. In addition to geographical
proximity and history, similar social problems
exist in all of those countries, although the way to
address them might be different because of culture
or legislation.
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A SIAN VENTURE PHIL ANTHROPY NET WORK: BENEFICIARIES

What differences do you notice in attitudes to VP in
Asia compared with Europe?
There is immediate buy‑in to the advantage of using
business methods to address social issues in Asia
because most of the foundations and family offices
are younger. Another big difference is there is no
concept of being ‘Asian’. The Indian, Chinese and
Japanese civilizations are quite separate; and the
Thais are hugely different from the Malays and
Vietnamese. Each market needs a tailored approach
that recognizes the cultural differences.

The distinguishing characteristic in Asia is
openness to adopting other ideas and a bias for
action, as happened with the manufacture of
cars and electrical goods. We recently brought 20
government officials and advisers over to Europe,
sponsored by the BMW Foundation, and they were
massively impressed by what was happening. Five
out of the seven governments that participated
are already putting into practice programmes
they learned about, which was quicker than even
our most optimistic estimates. A subsequent event
attracted three more governments, and we recently
had a meeting with the Asian Development Bank,
which has 66 governments as members. The bank
has a small division concerned with social issues
and is eager to explore a programme with us that
would leverage their convening power to share
our content.

Taiwan

Uzbekistan

Concept
12%

How does this localization work?
When setting up AVPN, we realized that because
India and China are
would need
37%so huge they Mature
Others
29%
separate organizations.
In
India,
we’ve
been10%
Established/Scaling up
13%
Pilot/startup
working to establish a new entity that will evolve
into the Indian Venture Philanthropy Association,
with AVPN serving as a strategic partner, a content
provider and a connector to other parts of the world.
And China?
We have similar plans for China. We have 27
members in mainland China, 26 members in
Hong Kong, increasing interest in Taiwan, and a
number of global organizations that are interested
in deploying funds across China. The challenge in
China is that the government is very concerned
about how the social sector is organized and
developed. At the moment, it doesn’t look feasible
for us to establish a direct operation, so we’re
establishing strategic partnerships with four to
five prominent Chinese groups. w
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How important is impact investing compared to VP?
There’s a lot of interest in Asia in impact investing,
but deal flow is extremely limited and there are few
examples of success. I think a number of key questions
on impact investing still need to be answered: tensions
between social and financial return; what are the
realistic prospects of exiting? Do you really want
to exit? I think impact investing will continue to
develop, but probably not at the rate that some of its
proponents anticipate.

sophistication of practice are slower to develop.
Governments are increasingly positive and we’re
promoting tri‑sector collaboration. We have recently
issued the guide Getting started in venture philanthropy
in Asia, while EVPA has issued a new report called
Corporate social impact strategies: New paths for
collaborative growth. We intend to get engagement
around both of these topics by holding Asian
workshops and round tables, and featuring them at
our annual conference.

Could you expand a little on what you said about
tensions?
There’s a tension between running a business, which
demands a profit and almost always has financial
ups and downs, particularly in its early years, and
producing specific social returns which may reduce
profits, at least in the short term. Investors need to
be clear about the balance of financial and social
objectives and risk tolerance. It’s not that the tension
can’t be resolved; it’s just that both opportunities and
challenges need to be highlighted, and people need to
address issues openly.

What are the next steps for AVPN?
We expect to have well over 250 members by this
time next year. We are working hard on developing
more depth to our membership services, particularly
in education and collaboration. Our Knowledge
Centre is critical here. Promoting cross‑border
learning and developing formal programmes
for cross‑border replication of successful models
are hugely important projects. Discussions to
catalyse new VP or social investment funds in
China, Thailand, Malaysia, Australia and India are
progressing with considerable local interest.

Also, if you’re going to have a return on investors’
money you have to work out how you’re going to exit
and I don’t believe there’s been enough discussion
about that. If you’re a pension‑fund adviser or an
insurance company, a return on and of investors’
money needs to be your highest priority, while still
focusing on the social return. If foundations are
using their grant money, they can focus exclusively
on creating social impact. If they’re using their
endowment, then they are anticipating a financial
return and need to define any trade‑offs. Government
could have a role in protecting some of the downside
risks through a carefully constructed programme to
promote innovation and scaling. Additionally, private
investors may be prepared to absorb more risk.

What are the next steps regionally and globally?
From day one, the plan was to roll out the VP model
globally, but to do it through regional membership
organizations that were closer to the market and
controlled and directed by regional boards of
directors. Getting acceptance of the key concepts of
VP was a wider goal, even if people did not become
active venture philanthropists. EVPA has made that
transition and has an all‑European board. AVPN has
10 board members, of which two are non‑Asian.

In the venture capital industry, often 50 per cent
of companies fail, and others are only marginally
successful, but the winners produce such a high return
that you can achieve an overall decent return on your
portfolio. In the social sector, winners are not going
to produce a tenfold return, so early‑stage innovation
probably needs to be funded by foundations, high net
worth families or governments, who are not dependent
on getting that return.
What do you see as the barriers to further development of
VP in Asia?
It varies from country to country. People buy into
the VP concept immediately, but understanding and
Alliance Volume 20 Number 3 September 2015 www.alliancemagazine.org

Longer term, we plan to set up the International
Venture Philanthropy Centre (IVPC), an umbrella
organization that will accelerate the growth of
new associations in Africa, Latin America and
the Middle East. Each rollout is a massive task
and requires learning about each of the markets –
opportunities and obstacles, how we could add value,
identifying local partners, organizing the finance,
and identifying potential early adopters. We have
great experience and credibility from EVPA and
AVPN. IVPC will also execute broader goals around
knowledge sharing, training and building global
relationships. We’re in the early stages with IVPC,
but plans are progressing well – watch this space.
For more information
www.avpn.asia http://evpa.eu.com
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Arif Neky

‘If you want to walk fast, walk alone.
If you want to walk far, walk together.’
No longer what some in the past dubbed the ‘hopeless continent’,
Africa is now a prime destination for foreign direct investment,
spurred by some of the world’s highest GDP growth rates, huge
natural resources and vast oil, gas and mineral discoveries, and
a growing human and intellectual capital base. The wealth gap is
widening, however, and a significant part of the population lives
in dire poverty. While the Millennium Development Goals made
significant gains by focusing development efforts, the emerging
Sustainable Development Goals (SDGs) agenda has triggered a
realization that all sectors of the development community need
to be mobilized if the goals are to be achieved in the next 15 years.
How do we make philanthropy count in this emerging scenario?

Arif Neky is the
national coordinator
of the Post‑2015
Partnership Platform
for Philanthropy in
Kenya and strategic
partnerships adviser
to the UN resident
coordinator. Email
arif.neky@undp.org

It has become clear that philanthropy can play a
vital role in the financing of the SDGs. Its unique
strengths of innovation, risk tolerance, insights into
ground‑level realities and relationships, and long‑
standing experience in developing smart solutions for
development challenges need to be harnessed fully.
How can we leverage these strengths? How do we find
ways for philanthropy to engage better as a partner in
the post‑2015 development agenda; to connect better
with development ecosystems; and to develop coun‑
try‑level structures to help identify opportunities for

Eliminating
poverty and
creating safe
cities are among
the Sustainable
Development
Goals aimed at
improving the
lives of people like
those living in the
Kibera suburb of
Nairobi.
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collaboration and partners to collaborate with? And
how do we share data and tell the stories of those
collaborations?
Post‑2015 Partnership Platform for Philanthropy
in Kenya
One innovative approach is the creation of the
Post‑2015 Partnership Platform for Philanthropy in
Kenya, the first of five global pilot countries for this
initiative, described by Heather Grady in the March
2015 issue of Alliance.
The philanthropic sector in Kenya is not a fully coher‑
ent and well‑coordinated sector with credible data on
its role in improving the quality of life especially of re‑
mote, marginalized and excluded populations. Rather,
it comes across as an admirable set of organizations
and individuals that do great work which, however, is
rather fragmented and does not necessarily contribute
to a greater whole.
The platform initiative helps grantmakers to better
understand the opportunities for engaging in global
SDG processes. It helps support local philanthropy
to build its own collective voice in the global discus‑
sions on the post‑2015 agenda, something welcomed
by many governments. It also helps governments and
the UN system to understand the added value of phi‑
lanthropy’s direct engagement, including amplifying
the voice and action of their grantees and partners
in determining and achieving international targets
and strategies.
With these ends in view, what areas of work in
Kenya has the Platform engaged in over the past
seven months?
XXParticipating in discussions on the SDG agenda
and mainstream development processes For
the first time, philanthropy and private sector
NINARA

Making
philanthropy count
post‑2015
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participants have been invited to engage actively in
UN Development Assistance Framework National
Steering Committee discussions and in advisory
committees to debate the emerging SDG agenda and
how it weaves into existing development frameworks
in Kenya under the National Vision 2030 plan
and devolution.
The next task is to
XXCreating an enabling
environment for philanthropy develop Kenya’s first‑ever
Despite the creation of a
foundation legislation.
regional association over a
decade ago, there is currently no common voice for
philanthropy in Kenya. To remedy this, the Kenya
Philanthropy Forum was convened in March 2015
in a joint collaboration between the Platform and
leading foundations locally, including the Kenya
Community Development Foundation (KCDF), East
African Association of Grantmakers (EAAG) and
Aga Khan Foundation, with over 35 foundations
participating. This in turn aims to have sub
groupings around corporate, community, family and
individual foundations as well as thematic interests.
On the enabling legislative and fiscal landscape
affecting philanthropy, foundations recently came
together to make a joint presentation to the Public
Benefit Organization (PBO) Act Task Force. This
helped to differentiate them as a distinct subset of a
much broader coalition of civil society organizations.
The next task is to develop Kenya’s first‑ever
foundation legislation.
XXStrengthening capacity and sustainability
of foundations As Kenya makes the transition
towards a lower middle income country and
overseas development aid continues to decline
– notwithstanding a growing wealth gap across
the country – local foundations need to wean
themselves off grant dependency by creating local
income streams and assets to sustain them in future.
Workshops and events around these issues have been
supported by the Platform.
XXFostering collaborations on common thematic
interests The Platform has encouraged
collaborations between foundations and other
stakeholders on key thematic priorities including
education and skills training, financial inclusion
and youth employment, and women’s empowerment.
In vocational skills training, for example, various
foundations are linking up with local governments,
businesses and UN and bilateral donors to create
joint programme initiatives at county level. The
Platform also participated recently in steering
committee discussions on the creation of Kenya’s
Alliance Volume 20 Number 3 September 2015 www.alliancemagazine.org

first Social Investment Focused Agenda (SIFA)
initiative by the Presidency, aimed at aligning CSR
efforts across Kenya with the emerging SDGs agenda.
XXCreating credible data The Platform has worked
with members of the Kenya Philanthropy Forum
to encourage the creation of a data repository
on philanthropy. Besides strengthening the
credibility of the philanthropy sector, it will
facilitate collaborations by making it easier for
other stakeholders to identify foundations with a
particular geographic focus and areas of expertise.
So far the Platform has compiled profiles of about
200 local, African and global foundations that are
or would be potentially interested in collaborations
in Kenya. Many of these will be approached over
time to share data with the new SDGfunders.org
website being created by the Platform partners and
the Foundation Center with the Kenya Philanthropy
Forum. The Platform also participates in the Steering
Committee on creating Kenya’s first National Data
Stakeholder Forum across the public, private and
non‑profit sectors.
What are the lessons learned so far?
XXDevelopment is a team sport. It is so multifaceted
that we need collaborations across sectors and
communities of practice and expertise to make a
meaningful impact. Let’s get beyond individual
branding and make a broader and deeper collective
impact with the advent of common SDGs.
XXBuilding trust, cohesion and collaborations
across philanthropy and between philanthropy,
government and private sector is a worthwhile
investment of time and effort. The Platform can play
the key role of honest broker. Get beyond sectoral
stereotypes and discover common aspirations.
XXWhere you stand on an issue depends on where you
sit. Global SDG goals, targets and indicators need to
be sensitively localized to fit ground realities and
the priorities of existing national and subnational
frameworks to ensure they are relevant and
locally owned.
XXData is critical in the new African governance
and leadership paradigm. Philanthropy can lead
the way by showcasing credible qualitative and
quantitative data to demonstrate contributions,
foster collaborations and show evidence of impact.
The promise of Africa remains powerful as long as we
can collectively ensure an acceptable quality of life, and
dignity and self‑reliance for its communities. Ultimately,
they should become the masters of their own develop‑
ment processes. Tujenge Pamoja! Let’s build together!
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A CHANGING LANDSCAPE:
PHILANTHROPY THE WORLD OVER
This special feature will attempt a stocktaking of the
wealth of philanthropic traditions around the world.
The first group of articles stems largely from an early
June meeting in Berlin, ‘Perspectives on Arab and
Global Philanthropy’. The second group, guest‑edited
by Maria Chertok, looks at changing regulatory and
policy environments for philanthropy. The third group,
guest‑edited by Timothy Ogden, examines whether
donors’ priorities are different or changing.

Guest editors for this Alliance special feature

Atallah Kuttab is
chairman and founder
of SAANED for
Philanthropy Advisory
in the Arab Region
based in Jordan,
co‑founder of the Arab
Foundations Forum,
and chair of WINGS.
Email akuttab@
saaned.com

Maria Chertok has
been the director
of CAF Russia since
May 2005, and has
been working with
CAF Russia since
1997. She is a board
member of WINGS.
Email mchertok@
cafrussia.ru

Timothy Ogden is
managing director of
the Financial Access
Initiative at NYU and
executive partner at
the communications
firm, Sona
Partners. Email
timothy.ogden@
sonapartners.com

The rich diversity of
global philanthropy

XXSources of funds When considering the potential
funds for giving, 2 per cent of country GDP seems
to be plausible. This is where it stands in Saudi
Arabia, UAE and the US. In Muslim countries, the
Atallah Kuttab
guideline for zakat is 2 per cent of one’s income.
India is mandating 2 per cent of company profits
I have spent the last two years trying to define Arab philanthropy.
to fund social projects.
Though it was relatively easy to look at the history and the
XXIntermediaries Not always used because of
tradition of giving and reasons for its decline, it was not easy to
issues of trust. In many cases, funds go from
describe its development since the 1990s. The main trend has
sources to end users without passing through
been to copy the Anglo‑American discourse. This imposes limits,
an intermediary.
as local traditions have not been taken into consideration in new
XXEnd users of funds NGOs/NPOs, community
philanthropy forms that are developing.
organizations, social businesses, and needy
I was lucky to be awarded a Richard von Weizsaecker
individuals/families.
fellowship by the Robert Bosch Foundation, which
provided me with the resources to interact with col‑ The graphic on p22 shows how this applies in the Arab
leagues. Over the last year, I have had the chance to visit region.
philanthropy organizations in China, Brazil, Colombia Evolving areas of global philanthropy that will help
and South Africa, as well as in Germany, Spain, France, the framework evolve include: individual, family and
Italy and the UK. This has allowed me to define Arab corporate philanthropy, encompassing family busi‑
philanthropy both within its own and a global context. nesses; community foundations: and impact investing.
In almost all the countries I visited, the strong tradi‑
tion of giving spans several hundreds, if not thousands
of years. Governments, considering the welfare of their
citizens as their sole responsibility, often disrupted
this, by taking control of philanthropic resources,
including endowments, lands and property. The last
25 years has witnessed a renewal and surge in phil‑
anthropic organizations. While this renewal shows
many similarities in countries, there are also many
specific differences, and it is this diversity that makes
philanthropy rich.
To capture similarities and diversity, I propose a
common framework for the global philanthropy
ecosystem:
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The object of the June meeting, attended by key players
in global philanthropy, was to highlight the chang‑
ing landscape of philanthropy around the world, with
local discourses building on global best practice and
evolving patterns. Both this meeting and deliberations
over the past year inspired the framework presented
here, allowing comparative regional analysis and high‑
lighting rich diversity.
The articles in this section of the special feature aim
to take Berlin discussions one step further. I hope you
enjoy them.
For more information
To read the full report of the Berlin meeting, visit the SAANED
website, http://tinyurl.com/ArabGlobPhil
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Arab philanthropy:
from social giving to
social change?
Atallah Kuttab, Natasha Matic and Noha El‑Mikawy
A surge in Arab philanthropy by a new generation is challenging
views on wealth and approaches to impact. Arab philanthropy is
not a unified ecosystem of coordinated parts; it is a diverse and
complex combination of sources of funding, intermediaries and
beneficiaries, which varies greatly depending on which part of the
Arab world we are talking about – the Gulf Cooperation Council
(GCC), North Africa (Maghreb) or the eastern Mediterranean
(Levant or Mashreq). However, in all the countries of the region
there is a longstanding tradition of social giving in a variety of
forms and inclusive of all faiths, the best known being waqf.

Overall, Arab philanthropy can be described in a
framework containing these three elements: supply
(sources of funds), demand (end users) and infrastruc‑
ture (intermediaries).

Natasha Matic
is chief strategy
adviser to Saudi
Arabia’s King Khalid
Foundation. Email
natasha.m.matic@
gmail.com

Noha El‑Mikawy
is representative
for the Ford
Foundation’s Middle
East and North
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n.el‑mikawy@
fordfoundation.org
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manage what remains of waqf. As a result, there are
now many fewer new waqf being established and large
areas of waqf have been expropriated.
If we look at the supply and demand side, we witness
very
different practices in social giving, depending
A healthy tension now exists between global practices
on
the
country, most of which are not producing sus‑
and evolving patterns of philanthropy on the one hand
tained
social change. In Tunisia, for instance, almost
and the Arab world’s own heritage of giving on the
all
philanthropic
money currently comes from foreign
other. While other regions of the world, notably the US,
use tax exemptions to create incentives for the giving sources, which could be used to delegitimize efforts
of private wealth for social good, in the Arab region by civil society at social transformation. In Saudi
this is not common due to the underdeveloped nature Arabia, almost all philanthropic money is local and
locally spent. It will be important to document the
of taxation systems and unfavourable fiscal laws.1
similarities and differences in the various countries
In contrast, the Arab region demonstrates at least of the Arab region so that the local diversity is captured
three main motivations for the giving of private and understood.
Intermediaries	
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wealth for social good. One is traditionally established
and that is giving as a religious duty. Another is giving
to solve social problems – a problem‑solving attitude
characterizes entrepreneurs who often gain a lot of
satisfaction from creating solutions to problems using
the same skills and mindset that helped them make
money in the first place. A third motivation, much less
prevalent in Arab philanthropy and philanthropy in
general, is wanting to effect social transformation,
defined as the change of norms and values, rules, poli‑
cies or socioeconomic and cultural dynamics. In the
case of religiously driven giving, no sustained change
is achieved in the lives of people, while in the case of
problem‑solving and social transformation, the objec‑
tives are more complex and less directly achieved. In
these cases, private wealth has to take more risk, be
more strategic, and build partnerships, none of which
is without challenges.

Sources	
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Children in Abyan,
Yemen watch
women bringing
water from a well,
built through
donations of
external funds
and citizen
volunteering.

Grantmaking to NGOs or direct programming?
Many new Arab philanthropists believe giving needs
to be more strategic and connected to creating change
and have expressed some willingness to experiment
with new models of programming and collaborating,
particularly with government. However, the old ‘char‑
ity’ mentality still prevails in many countries.

to the unwillingness of private capital to partner
with NGOs.
Relationship with government
Putting private wealth to work to solve social ills has
often meant building schools and hospitals in places
where the government cannot provide basic social
services; enhancing employment and business op‑
portunities for the poor; building houses for young
couples in poor neighbourhoods at affordable rates;
or investing in research that has the potential to pro‑
vide diagnostic evidence on, if not solutions to, social
problems. In many of these areas and more, private
givers engage with governments to receive approval
(for example, the Welfare Association building schools
and hospitals in Palestine) or to achieve scale (for ex‑
ample, the Sawiris Foundation in Egypt partnering
with government to improve livelihoods in the slums).

Two trends for solving social problems are for private
endowed foundations to make grants to civil society
organizations with direct contact with people on the
ground, or to implement programmes directly, using
their own professional staff (the latter is prevalent not
only in the Arab region but elsewhere as well, for ex‑
ample in much of Europe, Latin America, Africa and
China). In the Arab region, effecting social change di‑
rectly as implementers of programmes rather than as
grantmakers to NGOs on the national or local level is
the norm; grantmaking is the exception.
There are several possible reasons
for this: lack of knowledge among Private foundations . . .
private foundations of NGOs that tend to stick to projects
are worthy of support; lack of trust that promote . . . services,
in the financial governance of
most NGOs; and lack of confidence avoiding projects
in the closeness of most NGOs to that address deep
the people who need support. Also structural reasons for
contributing to the reluctance of
Arab philanthropy to make grants government failure.
to NGOs is a perception that NGOs’
reliance on government and/or foreign funding makes
them unable to promote local agendas. Regulations
exercising tight control of NGOs in the name of pro‑
tecting the national interest may also have contributed
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On the face of it, this partnership between govern‑
ments and private wealth seems profitable for all
concerned: governments endorse private wealth’s
plans to solve social problems and private wealth re‑
ceives the blessings of officialdom, at the least, and a
guarantee for the scaling up of small achievements,
at most. In reality, this partnership is more problem‑
atic. Government approvals of things as clear cut as a
medical centre can take years. Private foundations, no
matter how independent they are of the corporate busi‑
ness interests of the founder, tend to stick to projects
that promote the provision of services, avoiding those
projects that address deep structural reasons for gov‑
ernment failure to deliver. This shyness often stems
from fear of government wrath, which could harm the
business interests of the donor. w
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The Fikra project in
Fernana, Jendouba
district, north‑west
of Tunis, helps rural
women increase
their incomes.

Philanthropy for social change?
Through the course of history, private wealth in the
Arab region has not only provided the poor with im‑
mediate necessary services but also paved the way for
social change. Though not necessarily revolutionary,
compassion and wanting to do good has often opened
the door to a more equitable society. One such exam‑
ple is Cairo University, which was started with private
wealth. It famously gave a blind young man of humble
social background, Taha Hussein, the opportunity to
get a university degree and thus a chance to receive a
PhD in France; he then returned to
become a towering figure in Arab From Dubai and Riyadh
literature.
to Amman and Cairo,
An interesting practice in social im‑ philanthropists seem to
pact investing coming from Saudi be looking into business
Arabia is using philanthropic organ‑
izations’ wealth to create income in models for solving social
support of regular programmes by issues and creating change.
building market outlets for poor
farmers, decent housing for poor young families, and
local health centres and pharmacies.
Another nascent trend in the Arab region is the growth
of intermediary infrastructure entities that collect
from private donors to incubate social enterprises or
to re‑grant to smaller local NGOs and artistic groups.
In addition, we are witnessing the emergence of
crowdfunding and other new forms of giving which
are making giving accessible to people who had not
previously been considered donors. These practices
are still new and it will take time to see their social
impact. However, from Dubai and Riyadh to Amman
and Cairo, philanthropists seem to be looking into
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business models for solving social issues and creating
change.
Is it good enough to stick to ‘safe’ programmes?
If we go back to the example of Taha Hussein, provid‑
ing one young man with an equal opportunity despite
his triple disadvantage (poor, from a rural area and
disabled) is by all measures a great achievement. Had
this incident seeded a nationwide policy of affirmative
action for the disabled, one would have been talking of
private wealth for social transformation.
Incubators of social enterprise certainly provide an
opportunity for a few people to improve their own
livelihoods. If private wealth equalled support for
rights‑advocating NGOs that look at the structural
roots of socioeconomic inequality, it would be em‑
ployed for social transformation beyond safe areas.
The reality, however, is that most private wealth in the
Arab world shies away from support to rights‑based
advocacy NGOs.
By the same token, most Arab private wealth goes into
supporting projects or single outputs; rarely does it
support the long‑term, sustained and institutionalized
demand for systemic change towards more equitable
societies. Naguib Mahfouz’s novel Awlad Haretna is a
marvellous literary statement about the imperative of
private wealth for public social change, an imperative
still waiting to be realized.
1 Except for the December
2013 constitution in Egypt,
which explicitly allows
the establishment of waqf,
existing legislation does
not differentiate between
NGOs and foundations. As a

result, and except for some
foundations established
by royal decree, most Arab
foundations register in the
US or Europe to protect their
endowments.
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Next best things
in US philanthropy
spark questions

Jason Franklin

Discussions about trends generally promote the ‘next best thing’
or the next great threat for philanthropy. In reality, most trends
carry positive and negative implications, raising exciting and
troubling questions that the thoughtful philanthropist and NGO
leader must address in a changing landscape. My hope is, that
when American philanthropic trends are considered, a balanced
reflection can lead to more thoughtful, effective and powerful
giving globally. While any one of these trends could fill a full issue
of Alliance, I offer six, with brief consideration of their implications,
as a quick ‘whistle‑stop tour’ in hopes of sparking conversation.

Jason Franklin,
PhD, WK Kellogg
community
philanthropy
chair, Dorothy A.
Johnson Center for
Philanthropy. Email
frankjas@gvsu.edu

Platforms have evolved from first‑generation struc‑
tures with giving levels based on examples such as
Heifer International’s Gift Catalog, to giving to specific
vetted projects, and finally to third‑generation giving
to non‑vetted projects on platforms like Kickstarter.
Through this evolution, the volume of giving has in‑
creased as oversight has declined. Today, millions of
donors make small (often non‑tax‑deductible) gifts
to projects they discover through extended social
networks without due diligence. Given this dramatic
rise, should we reevaluate the relative impact of tax
deductibility to motivate donors? How important will
funding intermediaries remain?

Generational transitions in giving – The ‘next gen’
has been a regular topic in philanthropy, including
in the December 2013 Alliance issue I guest edited.
The influence of younger donors continues to grow.
Changing social and economic dynamics including
faster wealth accumulation from tech‑based business
Blurring boundaries between philanthropy and ventures and a massive intergenerational transfer of
business – Social entrepreneurship, impact invest‑ money are expanding the pool of young major do‑
ing, venture philanthropy, social financing, and nors. As young people are giving bigger and stepping
other practices blur the once clear divide between into foundation leadership roles, giving is changing.
NGO and corporate activities, which raises a host of Increased mobility is weakening local attachments
questions. What is the possible impact of a smaller and globalization is expanding philanthropic inter‑
grant budget on grantees and the field if more grant ests, for example.
funds are allocated to social investments? How
will this trend influence the dynamics of an inves‑ More people are ‘giving while living’ – There is
tor‑donor relationship? What are the beneficial and growing momentum against the ‘perpetuity’ model,
challenging dynamics of increased non‑profit/corpo‑ highlighted by Atlantic Philanthropies’ planned 2016
rate competition? What are the limits to investment spend‑out. Donors and foundation trustees who de‑
when social enterprises offer a limited financial cide to ‘give it all now’ are largely driven by concerns
upside to balance the losses typical in a traditional about pressing problems today and worries that the
high‑risk equity investment portfolio? What are the priorities of future generations may change. Some face
limits of social enterprise as an approach to address financial declines that raise doubts about long‑term
underlying systemic issues of power, marginalization sustainability. While still a small minority, their fund‑
ing decisions raise questions about the importance of
and inequality?
legacy and future family engagement, and about the
Expanding access to data – The proliferation of online time needed to achieve impact.
giving data continues to grow, yet even as increasing
amounts of data are available – including, soon, digital Growing movement towards giving big – Lastly, with
tax returns for non‑profits – how data should be used the increasing concentration of wealth and outreach
remains an open question. In 2010, Hope Consulting by groups like Giving Pledge and Bolder Giving, we are
found that while ‘donors say that how well a non‑profit witnessing a new age of ‘mega donors’. For individual
performs is important, few actively try to fund the donors, these public commitments invite reflection on
highest‑performing non‑profits’. Although 90 per cent how much and why they should give. Questions about
say non‑profit performance is important, only 3 per new major donors’ influence in a field and how other
cent conduct research to find the most effective ones. funders will respond should keep funders and NGO
leaders on the edge of their seats. Finally, we must ask
So how do we turn data into actionable knowledge?
how the growing trend of mega donors will effect elite
Crowd funding offers a new way of raising funds – influence on social and political development and how
Crowd funding’s rapid growth has the potential to these donors will influence our culture of giving.
fundamentally shift traditional funding patterns.

return to contents
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Individual, family
and corporate
philanthropy:
common trends
Caroline Hartnell
Individual, family and corporate philanthropy are often seen as
three distinct types of philanthropy, with different motivations
for giving. But how different are they in their actual approach to
giving? How differently do they address social issues? A discussion
on trends in individual, family and corporate philanthropy at the
Berlin meeting on Perspectives on Arab and Global Philanthropy
suggested that a lack of trust in NGOs, a desire for direct
engagement and a disinclination to support difficult issues are
common trends. We asked the Berlin panellists whether these
trends are changing in the younger generation.

Caroline Hartnell
is the founding
editor of Alliance.
Email caroline@
alliancemagazine.
org

A lack of trust in NGOs as intermediaries
Mistrust of NGOs was a common theme at the Berlin
meeting. NGOs may be seen as agents of govern‑
ment (because they sometimes run government
programmes) or as a conduit for funds from abroad
or simply as inefficient – or even corrupt. Russians in
general continue to be reluctant to give to NGOs, pre‑
ferring to give directly to people in need, for example,
for healthcare problems. In Spain, many endowed
foundations are turning into operating foundations,
preferring to act directly and operate their own pro‑
grammes rather than doing so through NGOs – a trend
that is discernible in corporate philanthropy in South
Africa, too.

more familiar with the idea of grantmaking, they are
becoming more interested in talking to NGOs and
understanding what they do. In Russia, the last few
years have seen the rise of voluntary groups around a
particular issue; this gives them an air of legitimacy
and they are finding favour with corporate donors.
What about the next generation? We need to distin‑
guish between retail donors and major donors, says
Maria Chertok of CAF Russia. The former give more
to NGOs in general and are more likely to get engaged
as volunteers – in Russia those who give or engage in
any type of activism tend to be much younger than
in the UK, for example. But when it comes to major
donors, there is no ‘previous generation’: they all are
relatively young and self‑made. ‘And I would say that
they carry all the prejudices of society including mis‑
trust of NGOs and lack of understanding of what they
are and what value they create,’ says Chertok.
But the softening towards NGOs is not seen every‑
where. Marcos Kisil of IDIS in Brazil says there is no
evidence that the younger generation feels more con‑
fidence in NGOs. While observing that data on this
is lacking, Rosa Gallego of the Spanish Association
of Foundations mentions that ‘new ways of donat‑
ing, such as crowdfunding – often to raise money for
a cause put forward by an individual rather than an
NGO – are very much supported by young people’.

But things are improving. The China Foundation
Center (CFC) is using the creation of data sources as
a means of bringing foundations and NGOs together
to create mutual trust. In addition, according to Tao
Ze of the CFC, as the younger generation become

The China Foundation
Center uses data
sources to build trust
between foundations
and NGOs to work on
issues like women’s
rights.
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A desire for direct engagement
Another trend that seems to be common among indi‑
vidual, family and corporate philanthropy is a desire
for direct engagement and an increasing reluctance
to work through intermediaries. This is partly due to
mistrust of NGOs, which are the main intermediar‑
ies through which philanthropy carries out its work.
But there are other factors. New donors often assume
that the skills that made them successful in business
will work for social change. While some in Berlin
expressed scepticism about this, others favoured ap‑
plying business acumen to philanthropy.
What about the next generation? Are they more likely
to be looking for direct engagement and focused on
results? ‘Definitely yes,’ says Rosa Gallego. ‘No doubt,’
says Marcos Kisil. ‘If donors work through NGOs that
they are part of, it is a way of controlling the use of
resources and directing them to the results that they African grantmakers implement public policies, then if the policies are bad,
tweet for selfare looking for to transform society.’
the government is to blame. In China, foundations
determination
avoid anything ‘political’. For example, you can talk
‘Among high net worth individuals in South Africa, we
about women’s issues as long as you treat them as a
are seeing a small trend towards a business‑minded
concrete problem not as a human rights issue.
approach in newer philanthropists,’ says independ‑
ent consultant Halima Mahomed,
‘particularly those who are bridg‑
ing their individual and corporate
philanthropy roles rather than see‑
ing them as distinct. But this is not
as yet the norm.’

Young people ‘carry all
the prejudices of society
including mistrust of NGOs’.

Firoz Ladak of Edmond de Rothschild Foundations
agrees that recent trends indicate that a new genera‑
tion of philanthropists wants to be more hands‑on.
‘Many feel that their entrepreneurial success in busi‑
ness can be applied to a more impactful change, for
instance in the field of social entrepreneurship.’ But
he sees another factor behind the wish for direct
engagement: ‘sometimes it stems from the fact that
philanthropists wish to implement new ideas and so‑
lutions that do not yet exist’.
A disinclination to support difficult issues
The reluctance to support difficult issues often arises
from a fear of putting donors at odds with government.
Many wealthy families in emerging and developing
economies shy away from the idea of supporting social
justice issues, partly because of the political implica‑
tions and partly because of their own vested interests.
In South Africa, both corporate donors and high net
worth individuals (HNWIs) tend to play safe when it
comes to the issues supported. In Russia, the most
common motivation for philanthropy is not to change
but to help. In Brazil, it was suggested, it is safer to
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What about the younger generation? Are they more
committed to tackling root causes? Halima Mahomed
discerns a ‘small trend’ among more prominent com‑
panies and next gen HNWIs in South Africa. However,
‘if the AGN [African Grantmakers Network] conference
twitter feed on the youth session is anything to go by,
ordinary individual next gen givers are calling for a
radical transformation of how philanthropy is done
and calling outright for root causes to be addressed
head‑on’.
Maria Chertok is not sure but feels this may develop.
‘The idea of root causes is not exactly widespread in
Russia,’ she says. ‘But the young are more likely to
look at issues in all their complexity, including ele‑
ments of advocacy, for example. And they tend to learn
from their experience and change their strategies, so
maybe someday this will evolve.’
In Brazil, on the other hand, Marcos Kisil says that
the desire ‘to accelerate concrete results and impacts’
means that a new generation of donors don’t tend
to want to tackle root causes or look at issues in all
their complexity. Rather, ‘they prefer to work with
situations that do not require a long period of time
to show impact’.
In Spain, says Rosa Gallego, ‘everything is profoundly
affected by the economic situation, which has led the
sector to have to attend basic needs (ie strong growth
of food banks) rather than root causes’.
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Community
foundations:
creating social
cement
To what extent do community foundations in your country/region
build trust and a sense of community? This is the question Alliance
put to three people intimately involved with the development
of community foundations in different parts of Europe, all
participants in the Berlin meeting on Perspectives on Arab
and Global Philanthropy. Research suggests that community
philanthropy is more about creating social cement than it is
about giving money; and the more ‘grassroots’ the origins of a
community foundation, the more likely it is to be able to build
trust in the community. Does the experience in Italy, Germany and
Central and Eastern Europe bear this out?

Gian Paolo Barbetta
is professor of
economic policy
at the Catholic
University of
Milan, Italy, and a
consultant to the
Cariplo Foundation.
Email gianpaolo.
barbetta@unicatt.it

Italy
Gian Paolo Barbetta
Italy has some 30 community foundations, all founded
since 1995. Half of them were established as the result
of a programme launched by the Cariplo Foundation,
the largest of Italy’s banking foundations. Cariplo
convened the original board membership, drawing
on prominent public figures in each area; launched
a matching‑grant programme to create endow‑
ments; and assisted the board members of these new
institutions with training and consultancy. Those
community foundations now have aggregate endow‑
ments of about k230 million, of which 60 per cent came
from the Cariplo Foundation. Cariplo continues to sup‑
port them, supplying about 75 per cent of the funds
distributed each year, approving grants, and appoint‑
ing some of the board members.

Most of the other 15 community foundations, al‑
though promoted and established by a wide set of
institutions, are the result of the same top‑down in‑
stitutional approach. Again, their endowments come
mostly from donations from their founders. Moreover,
potential beneficiaries are not infrequently among
their founders, which could create conflicts of interest
among the different roles.
So far, we do not see in Italy any widespread grassroots
movement for creating institutions enabling people
to use local assets for local problems. Foundations, in‑
cluding community foundations, are commonly seen
as sources of grants rather than repositories of local
assets. Until this changes, community foundations
will continue to be the local intermediaries of funds,
precious as these are, for the local non‑profit and pub‑
lic sectors, rather than taking a more active role in
building trust and a sense of community.

Boris Strečansk ý is
expert at the Centre
for Philanthropy
in Slovakia. Email
strecansky@
changenet.sk

Central and Eastern Europe
Boris Strečanský
There are over 140 community
foundations in Central and Eastern
Europe (CEE). They provide insti‑
tutional backing and potentially
longer‑term resources to civic en‑
gagement in the community – thus
serving as a litmus test for how this
part of the world is coping with the
challenges of transformation and
modernity.

The tragedy of communism was not the failure of the
communist totalitarian utopia, but the erosion of
shared values of mutuality, solidarity and effort for
the common good. The post‑communist era, with its
distorted rule of law and a political culture in which
nepotism and corruption thrive, has strengthened
scepticism about whether private initiative for public
good is possible. CEE communities have seen major
upheavals such as forced migration, resettlements
and expulsions. Acceptance of diversity – ethnic, cul‑
tural or confessional – remains a challenge in many
While this top‑down approach to the creation of com‑ parts of the region. The renewal of communities is a
munity foundations was very effective in raising major task.
endowments, in some cases it has meant that their
capacity to raise local funds is limited and they lack Not only do community foundations provide resources,
the involvement of the wider community in their they also bring civic leadership through dialogue with
activities. As a result, there is still work to be done local actors; the opening up of new questions; conven‑
before these community foundations are really able ing or building knowledge around community needs;
to involve and empower their local communities. This and encouraging new forms of giving such as giving
is the direction that these institutions are now taking. circles. For example, The Funding Network’s (TFN)
live crowdfunding model has spread in the region in

Alliance Volume 20 Number 3 September 2015 www.alliancemagazine.org

return to contents

the last two years, providing a transformative experi‑
ence of giving to members and participants. Overall,
one can observe a growth of associative life and par‑
ticipation, an interest in rebuilding community life,
including philanthropic giving, and broader societal
learning on issues such as how to deal with conflict
constructively. This is obviously not solely due to the
efforts of community foundations, but they are instru‑
mental in creating trust and actively contribute to
these changes.
But the region is also dogged by issues such as corrup‑
tion, anti‑Roma prejudice, anti‑semitism and other
forms of xenophobia, all of which are present in the
daily life of many communities. In such cases, commu‑
nity foundations cannot maintain a neutral position;
and standing up for values of universal humanism
and good governance makes them agents of change
in the community. But there may be a price to pay for
this: sometimes they lose donors when they organize
around controversial issues or support unpopular
causes like LGBTI; sometimes they are labelled as polit‑
ical; sometimes they experience internal difficulties.
The result is a difficult balancing act between creat‑
ing trust by remaining neutral and maintaining their
own values, which puts them under public scrutiny.
Germany
Ulrike Reichart
In Germany, there are more than
350 community foundations and
over 25,000 citizen donors and
founders. German community
foundations were established
during the mid‑1990s along the
Ulrike Reichart
American model but they de‑
is head of the
Community
veloped their own ten defining
Foundations
Initiative. Email
characteristics. Briefly, these char‑
ulrike.reichart@
acteristics
express the fact that a
stiftungen.org
community foundation is a foun‑
dation of citizens for citizens, independent of political
and municipal structures, and active in a geographi‑
cally defined area.
All the characteristics are important to the develop‑
ment of a sense of community but particularly the
second, which relates to the founding donors. In 2000,
following discussions about the wording, a clear
preference emerged that the establishment of a com‑
munity foundation by several donors and benefactors
should be the rule.
Though Germany has both bottom‑up and top‑down
models – the Gütersloh Foundation, founded in 1996
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Members of the
public take part
in a creative
session at an
event organized by
Nitra Community
Foundation
in Slovakia in
September 2014
where non‑profits
from Nitra
showcased their
activities.

by entrepreneur and philanthropist Reinhard Mohn,
shows clearly that a top‑down model can work and
does not exclude wider participation – in the German
experience, the bottom‑up model best expresses the
idea of the term ‘community foundation’. Several citi‑
zens of a city bring small and medium‑sized assets
together into a foundation and decide the purposes for
which the funds will be used. They are thus involved in
the city’s development. Community foundations moti‑
vate other citizens to join in: by soliciting donations or
establishing funds under its umbrella, or by inspiring
people to volunteer for the community foundation or
for the projects it supports.
In general, the number of donors increases the public
interest and raises local awareness of the founda‑
tion’s activities. The more citizens are involved in the
establishment and work of the community founda‑
tion, the more they will accept it and be motivated
to participate. In addition, a wide network ensures
that diverse skills are involved, which enhances the
work of the community foundation and therefore also
confidence‑building.
The commitment of all those involved in Germany’s
community foundations gives optimism for the fu‑
ture. Locally, community foundations mature into
institutions that shape and influence the development
of society. They have thus become an important ele‑
ment of human interaction in Germany.
German community foundations have a slogan ‘time,
money, ideas’. Raising money for local issues is still a
challenge for many, but community foundations in
Germany have played a very active role in building
trust and a sense of community and enabling people to
contribute time and ideas for solving local problems.
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Impact investment:
time for scale‑up
Vineet Rai

Impact investing has captured the imagination of the philanthropy
world, where it is often viewed as a panacea for development
challenges. Yet it has not scaled as anticipated and is questioned by
business investors and impact seekers. Is it living up to its promise?
As a practitioner of so‑called impact investing, I feel
it is too early to burden this nascent sector with such
high expectations and to examine its credentials in
this way.

Vineet Rai is founder
of the Aavishkaar
group of funds, and
of Intellecap and
its subsidiaries,
Intellegrow and
Intellecash. Email
vineet@aavishkaar.
in

XXfocuses on a specific demographic – low‑income
and poor
XXseeks a lower risk‑adjusted return – the return an
investment will provide in comparison with the
level of associated risk
XXagrees to be locked in for a longer period
XXis willing to balance returns and impact.
It is true that most venture capitalists have a
high‑risk appetite. The difference is they seek a high
risk‑adjusted return, while for impact investing, the
returns would necessarily be lower on a risk‑adjusted
basis, if not in absolute terms.

The discussion around the trade‑off on returns be‑
tween commercial capital and impact investing is
important and real. I believe that impact investing
In simple terms, impact investing is the use of capital can deliver absolute returns similar to those of com‑
and knowledge of investing to seed, support and scale mercial investing, but the risks are greater. Most
businesses that have the potential to have a sustainable commercially‑leaning impact investors would say
impact on people’s lives. The Global Impact Investing that they do not see a difference in the ability to gen‑
Network (GIIN) defines two critical characteristics of erate returns. I agree with them, but investing in an
an impact investor: the ‘intent’ of the investor to gener‑ early‑stage business that has to produce a world‑class
ate social and/or environmental impact and the ability product for low‑income customers carries a high level
of risk. On a risk‑adjusted basis, such an investment
to report that impact.
would rarely compete with an IT investment in a highly
How to realize the promise?
evolved ecosystem such as Silicon Valley or Bangalore.
What would we need to do to realize the potential of The other big challenge is that windfall returns in im‑
impact investing?
pact investing, if ever generated, would bring moral
The first point to be made is that impact investing is not
just about capital. Like venture capital, it is the art and
science of building an ecosystem that encourages the
best talent and ideas to come together to solve some of
the most difficult problems using a business approach.

hazards – with the sort of consequences that were seen
in the microfinance space. The taint of exploiting the
vulnerable is never far away. Hence the runaway com‑
mercial successes that are possible in mainstream
investing are difficult if not impossible in this space.

Running an ordinary business is difficult; running
an impact enterprise much more so. The business you
are building will be serving customers with a small
wallet and little ability to pay; they have little risk ap‑
petite, meaning they will be slow to adapt to new ideas.
You will need to provide the best solution at the lowest
price. You can therefore expect a long gestation period,
many failures and slow progress towards scale. Hence
the need for a great ecosystem – an excellent team and
good advisers, along with capital investors who accept
a high level of risk, with the patience and maturity to
deal with the vagaries of a start‑up company.

Nevertheless, a study by Cambridge Associates, a re‑
spected firm in venture capital and private equity
research, comparing impact investing funds’ per‑
formance to those in the private investment space
between 1998 and 2014, says:
‘In aggregate, impact investment funds launched be‑
tween 1998 and 2004 – those that are largely realized
– have outperformed funds in a comparative universe
of conventional (private investment) funds.’

This is a remarkable achievement given the youth of
the sector and the challenges it faces – notwithstand‑
ing that a significant percentage of returns would have
Making the case for investment
come from the microfinance sector, which is as com‑
Since impact investing is partly about providing capi‑ mercial as it gets.
tal, the case for investing needs to be made. My view is JP Morgan in association with GIIN, the Wharton
that what differentiates impact investing from com‑ School and EMPEA, are bringing out two new pieces
mercial investing is the ‘intent’ of the capital investor. of research piecing together all exits made by impact
The impact investor:
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investors. Unofficial reports suggest that around 67 to
77 exits have been recorded. The three reports together
would go a long way in collectively making a case for
the commercial potential of impact investing.
What about the impact?
This brings us to the other question: are these invest‑
ments truly making a difference, and if so, how does
one know the outcomes? It is ironic that we started
with the belief that our impact thesis was good and we
needed to develop our investing thesis. After 15 years,
we seem to have gone to the other end of the spectrum,
with our investing thesis validated but our impact the‑
sis in tatters.
The Danish
Most impact funds report their impact by combining Grundfos
Foundation,
the achievements of their enterprises. This is an inter‑ working with
solar‑power
esting proxy accepted by most investors. I find it a poor aservice
provider,
tool simply because all capital invested makes some Sunlit Future,
providing the
kind of impact whether it is creating jobs or paying is
first 28 of 100
taxes. If impact investing is indeed a credible way to solar‑powered
water
bring about development, we must be able to stand up powered
pumps to villages
and say how its impact differs from that being gener‑ in India.
ated by commercial investing.
The more we have tried to justify
our impact thesis by looking at out‑
puts such as lives touched, the more
hollow our claims about definitive
change sound. My take is that im‑
pact investors must report their
direct contribution:
XX the risks they took to seed
those enterprises
XX how their investment seeded
these businesses

If impact investing is
indeed a credible way to
bring about development,
we must be able to stand
up and say how its impact
differs from that being
generated by commercial
investing.

THE PROMISE OF IMPACT INVESTING

The core belief underlying impact investing is that many of the problems
faced by people living at the margins – low‑income, economically active
poor – can be resolved by using a business approach. Impact investors
provide capital to support the spawning of businesses.
The enterprises or businesses are expected to be sustainable and create a
surplus. Thus the impact will not only be sustainable but potentially grow
as well. The argument is that if sustainability, scale of returns, and impact
are convincingly developed, it will unlock commercial capital to support
impact investing: that has the potential to change the world.
The premise is powerful and potentially disruptive in terms of
changing the way the world looks. That is why the field has captured
the development world’s imagination over the last decade. Impact
investing has also, to some extent, filled the void left by the rapid
fall of microfinance from its position as the global solution for
poverty reduction.
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XXthe role the investor played beyond capital in
supporting businesses that generated livelihoods,
reduced specific vulnerabilities and created
those impacts.
The contributions are important to report, but not
credible enough, in my view, to justify the existence
of an entire sector.
When it comes to reporting developmental outcomes,
research needs to be done to find out if impact inves‑
tors have generated significant ones. Impact investors
face a challenging task and are probably not qualified
to measure outcomes.
What’s next for impact investing?
Impact investors must fear being cute and nice, and
try to make the field significant over the coming years.
After 15 years, impact investing funds have not scaled
significantly; nor have any of the enterprises funded by
it. If we are to realize our ambition to serve the other 3
billion – marginalized people in developing countries
– we need to find the way to unlock the capital to scale
the funds. Small $2 million investments will not be
enough.
The potential of impact investing cannot be realized
if we are apologetic about it. We must recognize its
disruptive potential and adequately fund investment,
and invest in paradigm‑shifting innovations that can
scale across geographies. After 15 years of seeding and
supporting impact enterprises, the time has come for
impact investors to provide enough capital to respond
meaningfully to the social challenges we face.
We also need to understand that the nature of the im‑
pact space demands cooperation and collaboration
among its practitioners and open sharing of data. We
must encourage honest and transparent debates about
our successes and failures in equal measure if we want
to find the best possible ways to serve the other 3 bil‑
lion and help the world to be a better place to live in.
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The next decade of
impact investing

2013, set aside a loan and equity fund to invest in
Australian social enterprises. The Japanese ARUN
syndicate invests in Cambodian social businesses.
Sow Asia, Transist Impact Labs, and B Current Impact
Investment are local impact funds investing in
Greater China.

These exemplify the spectrum of experimental impact
investing in Asia today. At one end, philanthropists
and grantmakers are moving beyond a traditional
preference for non‑profits towards social enterprises,
while at the other end commercial investors are seek‑
ing to back businesses with clear social goals. In Asia,
as globally, the problem is not lack of funds but the
shortage of investment‑ready, high‑potential social
ASIA
businesses. Intermediaries like Artha Platform (India)
Part of a broader social finance system
and the Impact Investment Exchange Asia (Singapore)
Rob John
are connecting capital to ideas more efficiently. The
When America sneezes, Europe catches a cold, it was Non‑Profit Incubator in Shanghai or UnLtd Thailand
said of the Great Wall Street Crash. In philanthropy provide seed capital and mentoring to help entrepre‑
and social investment, too, the US often pioneers, with neurs in the early stages of building their business
Europe and Asia some years behind. Impact invest‑ model. In India and Pakistan, business angel investors
ing grew from the strong foundations of American are adapting their commercial approach to help so‑
philanthropy, but its global expansion is constrained cial enterprises become ready for investment by large
in weaker philanthropy markets. So what role will im‑ impact funds.2
pact investing play in a region where 1.6 billion people Impact investing in the US grew by stretching the
live on less than US$2 day, with growing and complex boundaries of well‑established grantmaking over five
social and environmental problems?
decades. Asian impact investing will grow effectively

Impact investing is creating great excitement in development
circles, with breathtaking figures about its potential size and
impact bandied about. At the moment, though, its effect is
anticipated rather than actual. Will it achieve its potential? How
significant will it become in the next ten years? Alliance asked
observers in four different regions to speculate.

Rob John is a visiting
fellow at the Asia
Centre for Social
Entrepreneurship &
Philanthropy at NUS
Business School,
Singapore. Email
rob.john@nus.edu.sg

Wealth creation, intergenerational wealth transfer, a in the coming decade if it is part of a broadly develop‑
pool of professional talent seeking to volunteer, and ing social finance ecosystem.
the rise of social entrepreneurship will drive the Asian 1 See ‘Innovation or imitation:
2 See ‘Angels, super angels
trajectory of impact investing over the next ten years. does it matter?’ Alliance,
and impact angels’, Alliance,
June 2014.
The development of philanthropy in the culturally March 2013.
and economically diverse countries that comprise
Asia will be another key factor.
LATIN AMERICA
Although few Asian countries enjoy a satisfactory
philanthropy infrastructure or supportive regulatory
environment, there is innovation and growing profes‑
sionalism in the sector.1 Since 2002, long before the
GIIN (Global Impact Investing Network) consortium
promoted impact investing globally, Aaviskaar has
been investing in Indian social businesses; it now has
a track record of successful exits and over $155 million
under management. India is fertile ground for impact
investing, with an established non‑profit sector and a
large underserved market for low‑cost services. Gray
Ghost Ventures estimated that 30 per cent of global
impact investing is focused there.
Beyond India many impact investing initiatives are
scattered throughout the region. Social Venture
Partners Melbourne, a giving circle established in
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Financial and social in the same box
Carolina Suarez
In 2010, Latin America set a new re‑
cord: for the first time, we had more
middle‑class people than poor.
Despite this, the region remains
the most unequal in the world. This
and quality in education are the
most important challenges Latin
America faces. Corporations and
corporate foundations are leading
most of the social interventions:
both expect financial returns.

Nowadays in Latin America, particularly in Colombia,
Argentina and Brazil, the concept of private so‑
cial investment (PSI) – understood as the voluntary
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investment of private resources, used strategically,
to achieve measurable and sustainable public results
focused on social change – guides the speech of so‑
cial investors. There is no doubt that those who invest
in the accomplishment of social and environmental
goals are also seeking returns, not only social but also
financial returns.

There is no doubt that impact investing will rule the
future of social interventions in the region. Instead
of being in different boxes, financial and social con‑
cepts will be in the same box. And if we want to see
real changes in the world, that’s where they should be.
1 G S Zinny, Harnessing Social
Impact Investing in Latin
America http://tinyurl.com/
HarnessSocImpact

A recent report notes that ‘they (impact investments)
demonstrate that well‑managed projects can have
significant social impacts while generating finan‑
cial returns that rival any other class of investment’.1
Another report, from Bain & Co, remarks that ‘Capital
committed by impact investment funds in Latin
America increased from USD$160 million in 2008 to
roughly US$2 billion by the end of 2013’.2
During the next ten years, we will face enormous chal‑
lenges in the region: first, the decline of international
cooperation; second, the growing middle class, which
will demand new and better social services. To help
address these challenges, governments and policy‑
makers need to design and enforce a legal framework
and rules to attract new social investors. Sanchez
Zinny highlights that ‘by 2013, 19 per cent of impact
investment globally was directed toward firms and
organizations in Latin America, despite the fact that
only 4 per cent of impact investors globally are physi‑
cally based in the region.’

FRENCH‑SPEAKING AFRICA
Strengthening the SME sector
Firoz Ladak
In recent years, Africa has sur‑
faced on the development map as
‘the new frontier’, with economic
expansion over the entire conti‑
Firoz Ladak is
nent forecast at 50 per cent in the
CEO of Edmond
next five years. Yet a vast number of
de Rothschild
Foundations.
Africans continue to live below the
Email fladak@
poverty line. Poverty, hunger and
edrfoundations.org
lack of access to health services
and education are huge challenges,
while 1 million jobseekers will enter the market every
month for the next 15 years. What can impact invest‑
ing do to meet these challenges?
Until recently, impact investing in Africa has been
led primarily by western equity firms that have access
to a vast amount of liquidity and are looking for the
right investment pipeline in financial services, health,
agri‑business, energy or even education. Such impact
investors are used to practices derived from private
equity, including a large ticket
size, an ambitious IRR (investment
rate of return), management con‑
trol and an exit strategy. Finding
companies that fit such criteria
while at the same time answering
strict economic, social and govern‑
ance (ESG) requirements remains
challenging. Specialized funds in
the field like Leapfrog, Acumen,
Abraaj Capital or Root Capital
have focused mainly on East or
Southern Africa.

DAVID STANLEY

Another big challenge is measuring the impact of
these investments. There is a need to coordinate the
interventions, and to establish adequate metrics to
measure the impact.

Low-cost taxis,
like this one
in El Salvador,
generate incomes
for owners
while providing
affordable
transportation
in low-income
communities;
impact investors
finance similar
kinds of
businesses.
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2 A Leme, F Martins and
K Hornberger (2014) The state
of impact investment in Latin
America, Bain & Co
http://tinyurl.com/IILatAm

SMEs (small to medium‑sized en‑
terprises) remain a missing link
in the current excitement over im‑
pact investing. Most of the small
entrepreneurs who represent a

www.alliancemagazine.org

p33

p34

special feature a changing l andsc ape: phil anthropy the world over
The next decade of impact investing

huge portion of African economies fail to attract
impact investors. On the one hand, the size, risk and
financial return of small businesses are below invest‑
ment grade; on the other, the fact that they generate
employment and income does not make them worthy
enough in the eyes of social impact ideologists. A re
appraisal of definitions and measurement is required.
Another gap is French‑speaking Africa, which until re‑
cently was not on the radar of private impact investors
and continues to depend on aid from donor agencies.
The French legacy in countries like Ivory Coast and
Senegal means that the state remains the core pro‑
vider of social good and economic incentive. Yet, as in
the rest of Africa, there are outstanding entrepreneurs
in Abidjan and Dakar in areas such as IT, health and
agri‑business. They represent a great opportunity for
broadening the scope of impact investing. This is the
view taken by Entreprises & Partenaires, a Paris‑based
investment company led by the former head of the
French development agency, which is setting up a $20
million fund of funds across ten West African coun‑
tries. The intention behind this innovative approach,
which rallies a mix of public and private investors, in‑
cluding the Edmond de Rothschild Foundations, is to
have closer access to local markets and harness the
potential of African SMEs.
Such an ambitious and disruptive initiative demon‑
strates what impact investing is about: strengthening
a flourishing entrepreneurial ecosystem that will
lead ultimately to positive and sustainable structural
change. And impact investing will in turn benefit
from the growth of a sound and vibrant SME sector as
long as its outlook remains flexible.

GERMANY
Securitizing the public good or
funding innovation?
Volker Then
The prospects of social impact in‑
vesting in Germany in the next
ten years will depend on three
Volker Then is
executive director
factors: first, will it become more
at the Centre for
Social Investment
widely known? Second, will there
at Heidelberg
be appropriate business models
University. Email
volker.then@csi.
and maturing market segments to
uni‑heidelberg.de
invest in? Third, will more interme‑
diaries emerge to bring together
risk profiles and return expectations of investors and
investees?
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On the first point, the debate on the roles and value of
impact investing is widening and is sparking growing
interest both from players whom one might expect
to get involved, like family offices and foundations,
and from a growing number of social enterprises and
financial market institutions.
Their interest will turn into realistic growth in the
impact investing market if viable investments – our
second critical factor – can be found. In a strong wel‑
fare state, the capacity of social enterprises to provide
these very much depends on aligning the business
models with the regulated quasi‑markets in which
social enterprises are most likely operating. If market
failure is not to prevent any development altogether,
we need to avoid two things: first, ‘cherry‑picking’ –
serving customers according to their capacity to
pay rather than their social needs; second, using the
public budget or social security resources only to
provide a profit to private investors – in other words,
securitizing the public good. The exception from this
rule could be well‑justified cases of social innovation
which would increase effective social problem‑solving.
In strong welfare states like Germany, there is poten‑
tial for impact investing to complement mainstream
social service funding to generate social innovation.
In this area, business models may emerge that develop
their own niche innovation market and may there‑
fore – at least initially – act independently of state
regulation. However, given the hybrid nature of the
funding situation and the financial structure of many
German social enterprises, it remains to be seen if im‑
pact investing can really find a sufficient number of
investment opportunities.
Currently the largest market potential seems to be
in fields that have emerged from social movements
(renewable energy, fair trade, organic food or textile
production, ethical banking) and are only partly de‑
fined by regulated market conditions. Even in such
value‑based market niches, the intermediaries to help
structure the risk‑return profiles of deal candidates
and investors are still lacking (there are currently only
three).
However, we can see movement. In three years’ time,
there should be more intermediaries; in five years we
should see an invigorated deal flow; and in ten years
impact investing should be established as a promising
element of social innovation finance. In the German
welfare system and political culture, however, the
players will need to be careful not to undermine ex‑
isting levels of social security.
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To shield advocacy,
foundations seek
safe words

he observes, and a foundation can support women’s
issues as long they are presented as a concrete problem
and not as a human‑rights issue.

Andrew Milner

How do foundations navigate changing government priorities and
policies? How do they challenge social injustice without provoking
government intervention? A group of foundation leaders gathered
at the Bosch Foundation’s recent global philanthropy conference
in Berlin outlined pragmatic approaches to working with
governments.

Andrew Milner is the
associate editor of
Alliance. Email
am@andrewmilner.
free‑online. co.uk
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In challenging environments, foundations use more
guarded language. In such situations, debate is more
likely to centre on investment and social enterprise
than on civil society, because investment is a less
risky topic. CSOs advocating for fighting poverty in
Saudi Arabia focus on a sufficiency line, rather than a
poverty line, for example.

US non‑profits adapt their language to the market as
well. For instance, one environmental group discusses
climate change in its approach to European donors
but focuses on the effects, for example, floods, in its
approach to some US donors. In this way, they avoid
politically charged language in the US. Social justice
If an organization a foundation supports uncovers is another issue that many non‑profits have avoided.
systemic injustice, for which the government is re‑ It is one reason why the Ford Foundation’s recent fo‑
sponsible, and speaks publicly about it, relations cus on inequality has generated such discussion, says
between government and foundations break down. Gregory Witkowski, from the Lilly Family School of
This seems to be true across the globe. There are ‘safe’ Philanthropy at Indiana University.
and ‘edgy’ issues, and no matter where a foundation The increasing use of technical, non‑political lan‑
works, if it takes on the edgier issues, it is likely to risk guage in the sector creates the risk of marginalizing
government displeasure, observes Barry Gaberman groups who do not fall within its sphere and even jeop‑
(an independent philanthropy professional).
ardizing their existence. There is a danger that these
Speaking safely about social problems
Chinese foundations have learned to use pragmatic
language to effectively advocate for marginalized
people, says Tao Ze of the China Foundation Center.
In 2012, a group of foundations invested a total of $6
million into feeding rural children. After the founda‑
tions highlighted children’s needs, the government
promised to invest $6 billion in the programme.

groups will be left out by all three sectors.

Working in safe areas
Beyond the use of pragmatic language, philanthro‑
pists have adapted programmes to avoid brooking
government opposition. Foundations in Gulf States –
an area that emphasizes compliance – end up sticking
with programmes that are ‘not too risky’, says Natasha
Matic of the King Khalid Foundation. Royal founda‑
The nutrition programme is a safe area so long as tions have a bit more independence, because they do
foundations don’t compare malnutrition among ru‑ not have to report to the government but still, for the
ral children in China with hunger
in other
countries,
most
part, they
stay
within
the
realm ofadvocacy?
‘acceptable’
Must
foundations
choose
between
safe
voices
and
effective
Must
foundations
choose
between
safe
voices
and
effective advocacy?
he says. Similarly, philanthropists rarely work in poli‑ work – such as sponsoring orphanages, education and
The non-profits
foundations
supportsupport
often use
‘safe’
and pursue
‘safe projects’
so they
notdobrook
government
or or
The non-profits
foundations
often
uselanguage
‘safe’ language
and pursue
‘safe projects’
so do
they
not brook
government
societal is
disfavour,
even in even
countries
where
governments
are friendly
to theirtow
work.
The risk
thatisunpopular
causes
get left
tics, especially if the philanthropy
international,
health
programmes.
societal
disfavour,
in countries
where governments
are friendly
their work.
Theisrisk
that unpopular
causes
getout.
left out.
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Traditional
model
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needs needs
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The non‑profits foundations support often use ‘safe’SectorsSectors
Traditional
language and pursue ‘safe projects’ so they do not
Sectors overlap to address needs
brook government or societal disfavour, even in
countries where governments are friendly to their
statestate
work. The risk is that unpopular causes get left out.
This Venn diagram, created by Ruth Hansen, a Ph.D.
student at the Lilly Family School of Philanthropy,
non-nonmarket
market
shows the traditional model of the interplay between
profitprofit
sectors as well as a more realistic view.
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Even when working in safe areas,
people have to build effective re‑
lationships with people inside
ministries and departments. When
a minister or an official is replaced,
the process of cultivating a rela‑
tionship has to begin again.

CSOs fighting poverty in
Saudi Arabia focus on a
sufficiency line, rather
than a poverty line.

The best way to encourage successful initiatives by
governments and others is through a combination of
operating a successful project to address a problem,
creating a strong evidence base, and advocacy, says
Volker Then of the Centre for Social Investment at
Heidelberg University. Increasingly, big foundations
are collaborating for advocacy purposes, forming ad‑
vocacy coalitions.
Despite difficulties in relationships with government,
Marcos Kisil (Institute for the Development of Social
Investment in Brazil) says he remains optimistic. In
Brazil, the sector has brought in new money to address
social problems, and governments and corporations
are hearing its voice. ‘We are a sector that can bring
innovation,’ he says. ‘We are a new voice, lobbying for
something new.’
Comment

Sumitra Mishra
is India country
director of IPartner
India. Email
sumitra.mishra@
ipartnerindia.org

New interpretation of Indian
regulations may soon require that
international funds for programmes
like the America India Foundation’s
‘maternal and neonatal survival
initiative’ project in Jharkhand be
provided to governments.

AMERICA INDIA FOUNDATION ASHWIN ADVANI
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Sumitra Mishra

India’s foundations tackle
scrutiny through quiet dialogue

positions questioning the government and
corporations, are under the scanner. Many of these
organizations experience a culture of threats and fear.

The Indian government is asking for funders and
corporations to give directly to the government
rather than to NGOs. Those NGOs that question
the government about its policies and practices,
collaborate with like‑minded foreign organizations,
or receive funding from agencies and philanthropists
outside the country can be perceived as a threat to
national security.

In this shrinking space for civil society in India,
organizations are committed to talking to the
government and being heard by the state. Often, one
friendly face in government agencies strengthens our
position to pursue the social justice agenda. It is also
helpful at times like these to keep the noise levels low
and wait for the turbulence to pass.

Government has taken recourse to ‘interpretations’ of
existing rules to derecognise thousands of registered
NGOs, demand explanations about the past and
current work of hundreds more, and stop donors
from continuing to fund many others. Organizations
receiving funding from foreign sources, in particular,
are being questioned, investigated, and often
suspended on grounds of technicalities.
A closer look at the profile of some of those
organizations that are being questioned – both
large and medium sized, indigenous ones, and India
chapters of foreign charities – reveals a distinction.
Organizations involved in mass public movements
or human rights, or who have taken activist‑driven
Alliance Volume 20 Number 3 September 2015 www.alliancemagazine.org

The Indian voluntary sector has always battled against
historical fault lines – corruption, fragmentation and
distrust. In a billion‑plus country that boasts more
than three million registered NGOs, these challenges
scale up to humongous proportions.
The government has mostly treated the NGOs as a
nuisance. But that has not excluded the state from
regularly reaching out to NGOs for consultations,
feedback on government services, and policy framing.
Coalitions of NGOs also raise their voices of dissent to
move the government to act against rights violations
and social injustice. This has made the civil society in
India a key platform for voicing public opinion. Now
it’s a key platform for government restrictions.
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Philanthropy and
social investment
in Latin America

expectation of) corporate social responsibility. There
seems to be greater public acceptance of corporate,
rather than individual, social investment. Yet in fam‑
ily‑owned companies, philanthropic programmes are
often directed by the owners and may reflect both per‑
sonal and corporate values and priorities.

Institutional platforms for social investment are
increasing. It is generally assumed that individu‑
als, not institutions, provide most philanthropy in
Latin
America and that giving often takes place in an
Although Latin America’s wealthy citizens have long practised
anonymous
or low‑profile manner. At the same time,
charity and philanthropy to help others, recent years have
the
number
of
philanthropic institutions is clearly in‑
witnessed a marked change in their charitable giving, according
creasing, with individuals, families and corporations
to a new report, From Prosperity to Purpose, based on in‑depth
seeking a more strategic approach, higher visibility
interviews and an online survey of over 150 philanthropists and
and
greater collaboration.
experts across Argentina, Brazil, Chile, Colombia, Mexico and Peru.
Philanthropy is moving from ‘charity to change’
In recent decades, economic growth and increasing and taking an outcomes‑focused approach. There
political stability across Latin America have led to a is an evolving view that philanthropic giving and
significant accumulation of private wealth, with the social investment can and must play an increasing
regional ultra high net worth population increasing role in effecting sustainable social change. Some
over 2.5 times faster than the global average. However, philanthropists in the region are also utilizing an
Latin America is still home to some of the highest outcomes‑focused or problem‑centred approach,
levels of income inequality in the world. This is the which has a greater emphasis on achieving tangi‑
Silvia Bastante de
context in which researchers at the Hauser Institute ble, measured outcomes and employing various
Unverhau is head
for
Civil Society at Harvard University conducted a new social investment strategies (foundation‑operated pro‑
of philanthropy
advisory at UBS.
study, with support from UBS, to better understand grammes, grantmaking to third‑party organizations,
Email silvia.
the motivations for and practices of philanthropy in scholarships, and – more rarely – equity investments
bastante@ubs.com
the region today.
and loans) to reach the desired social impact.
Some of the key findings are:
Impact investing is growing across the region.

Silvia Bastante de Unverhau and Paula Doherty Johnson

Paula Doherty
Johnson is a senior
research fellow
at the Hauser
Institute for Civil
Society at Harvard
University. Email
paula_johnson@hks.
havard.edu

There is a perception of increased giving, despite a
paucity of data. The scale of philanthropy and social
investment in Latin America is largely unknown and
cannot be reasonably estimated; however, giving is as‑
sumed to be on the rise. Individuals in Brazil, Colombia
and Mexico were particularly optimistic about the tra‑
jectory of philanthropic growth.

Impact investing is increasingly attractive to phi‑
lanthropists and social investors in Latin America. A
decade ago, there were just two or three international
players investing in the region; now there are more
than 50 organizations with hubs of activity in Bogotá,
Mexico City and São Paulo, with committed capital of
US$2 billion in 2013.

Current areas being funded are different from per‑
ceived future priorities. The study found notable
differences between the issues philanthropists in the
region support today and what they perceive as priori‑
ties for the future. Study participants indicated that
currently education is their key focus area, followed by
cultural and artistic heritage, health and community
development. However, social entrepreneurship and
globally related issues, not a current focus for many,
are seen as high priorities for the future.

There is optimism about the future. Notwithstanding
the challenges, there seems to be cautious optimism
about the future of social investment and philan‑
thropy in the region. It is thought by many that
increased political stability, economic prosperity and
personal wealth will be accompanied by the growth
of social cohesion, collective responsibility and insti‑
tutional trust. With time and encouragement, many
anticipate that philanthropy and social investment
will flourish.

Corporations are perceived as leaders in social
investment. In some countries there is a long his‑
tory of corporate community investment and across
the region there is a growing commitment to (and

From Prosperity to Purpose: Perspectives on philanthropy and
social investment among wealthy individuals in Latin America
is available in English, Spanish and Portuguese at
www.ubs.com/philanthropy and www.cpl.hks.harvard.edu
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ENABLING OR DISABLING: TWO SIDES OF THE SAME COIN

New opportunities,
bigger barriers:
how to open space
for philanthropy
It is the best and worst of times for global philanthropy.
Philanthropy is spreading to new frontiers, but scores of
countries are imposing regressive laws that limit the ability of
foundation‑funded civil society organizations (CSOs) to operate.
Philanthropists are coming together to act strategically as
responsible global citizens, but at the same time their ability to
move money across borders is restricted. Companies and wealthy
individuals are increasingly harmonising the ethics of their giving
with the way they do business while conversely, governments are
increasingly prioritizing the interests of business over the rights of
CSOs and the donors who support them.

Adam Pickering
is international
policy manager
for the Charities
Aid  Foundation,
and member
of the Alliance
editorial board.
Email apickering@
cafonline.org

These are unprecedented times for philanthropy. The
advancement of communication technologies, the
Internet in particular, as well as expansion in inter‑
national travel and the rise of global business, has led
to the globalization of ideas. The notion that people
should be free to use their money to try to change
the world for the better has flourished, creating the
potential for a global awakening in philanthropy.
Government leaders increasingly recognise that phi‑
lanthropy offers both risks and opportunities for their
authority and their responses to both are driving con‑
tradictory global trends. This has created a confused
legal environment in some countries – governments
are improving the conditions for philanthropy in
some ways, while undermining donors in others.
The opportunity for governments
The opportunity for creating a culture of philan‑
thropy is undoubtedly profound. The growing global
cohort of billionaires has the capacity to provide huge
philanthropic resources, prompting initiatives like
the Giving Pledge commitment by the wealthy to con‑
tribute the majority of their incomes to the public.
This is of course a worthy endeavour, but the potential
runs far deeper than this. If the rapidly expanding
global middle classes were to dedicate one per cent of
their spending to charitable activities, by 2030 this
could raise as much as half a trillion dollars annually,
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according to CAF’s 2013 report, Unlocking the potential
of global philanthropy. We face a one‑off opportunity to
engage people in positive experiences of giving as they
come into relative wealth so that they might develop
a mutually reinforcing association between wealth
and philanthropy.
A positive vision of the future is reachable. A number
of hugely significant developing economies have seen
dramatic increases in the proportion of people mak‑
ing regular donations to CSOs in recent years – by 28
percentage points in Malaysia, 21 in Indonesia, 9 in
India, 8 in South Africa and 5 in Vietnam, according to
the World Giving Index. Many nations have introduced
legal systems supportive of philanthropy and are
helping citizens to transition from informal charity
to philanthropic giving.
Governments are not blind to the potential of phi‑
lanthropy and, despite what recent news articles
would suggest, they are overwhelmingly in favour
of encouraging people and companies to give more.
To compete in a globalized economy, governments
are forced to offer favourable tax rates. The average
global corporation tax rate has fallen from 27.5 per
cent in 2006 to 23.7 per cent in 2015 and personal in‑
come tax has fallen by 1.4 percentage points over the
same period, according to KPMG. At the same time,
states are faced with the challenge of maintaining and
improving infrastructure, education and welfare to
create a healthy and productive society that is condu‑
cive to growth. In such an environment, policies that
boost giving to causes that augment states’ capacity
to provide services are likely to benefit governments.
Indeed, the clearest sign that governments are keen
to encourage philanthropy is the fact that they are in‑
creasingly willing to forgo tax revenues in an attempt
to catalyse increased giving. Most states that impose
income taxes also support incentives for philanthropy,
according to the 2014 Rules to Give By Index. Sixty‑six
per cent offer tax incentives to individuals and 77 per
cent offer incentives to companies. Nations that offer
such incentives have a higher incidence of charitable
giving than those that do not, according to the index.
The risk for governments
Buffeted by global economic and geo‑political forces,
many governments seem to be increasingly aware that
philanthropy is needed to fund vital services. However,
at the same time, other aspects of globalization,
particularly the proliferation of communication tech‑
nologies, have eroded governments’ ability to limit
dissent. Philanthropy, a vehicle for calling for greater
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Protestors dressed
as UK Chancellor
George Osborne
call for action
on hunger as
part of CAFOD’s
IF campaign.
Many argue the
UK Lobbying Act
restricts such
campaigning
activities in
the run‑up to
elections.

freedoms and an important example of that freedom,
inevitably is in the crosshairs of governments keen to
allow donors to support public services but hesitant to
loosen control over the national moral and political
narrative. As a result, many nations are introducing
policies that encourage donations to service‑based
causes while restricting philanthropy that supports
advocacy and campaigning activities.
Many donors’ activities are affected when the organiza‑
tions they fund respond to changing environments on
the ground. Increasingly, governments are targeting
organizations that engage in advocacy by introduc‑
ing laws that either prohibit criticism of government
policy or introduce uncertainty about what is, and
what is not allowed. While many countries have long
outlawed advocacy by CSOs, nations such as Algeria,
Azerbaijan, Ecuador and Indonesia Governments seem to be
have recently sought to implement
additional regressive policies. Even increasingly aware that
nations with reputations for nur‑ philanthropy is needed
turing civil society exhibit this to fund vital services.
trend. In 2014, the United Kingdom
introduced what is known as the Lobbying Act, which
requires organizations that plan to exceed financial
limits set on policy advocacy during a year preceding
a national election to account for the spending and
register with the Electoral Commission. Similarly, in
Canada, a number of organizations say their charita‑
ble status is threatened even though they campaign
on issues core to their legitimate charitable mission.
In almost all nations, party political lobbying of the
electorate by CSOs is illegal, but there is a major differ‑
ence between campaigning for a party or a politician
and engaging in advocacy that is squarely related to
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an organization’s charitable goals. Increasingly, the
word ‘political’ has become a pejorative term because
governments wilfully conflate partisan political
lobbying with legitimate policy advocacy. The distinc‑
tion of service‑orientated from advocacy‑orientated
philanthropy is a false one, propagated by critics of
philanthropy and sadly, all too often by philanthro‑
pists themselves as proponents of one model for
achieving change expose what they feel are the weak‑
nesses of others.
While the conflating of electoral lobbying with
political advocacy may be effective in silencing organi‑
zations, it offers no protection from public disorder.
In fact, it might actually make unrest more likely.
The experience of successive Egyptian governments
should attest to the fact that silencing civil society is
akin to disabling a pressure valve on a large piece of
industrial equipment; you replace the regular release
of steam with the risk of an uncontrolled explosion.
Combined with the fact that many potential investors
see the presence of a strong and vibrant civil society
as a key indicator of a good‑governance environment
for business, the motivations for laws that restrict the
advocacy by CSOs seem wrongheaded. We need to do
more to make a case for the stabilizing role philan‑
thropy and civil society can play in turning dissenting
voices into useful and constructive dialogues.
Domestic donor restrictions limit activities funded,
and barriers to cross‑border philanthropy are much
more direct. In recent years diverse nations have intro‑
duced laws restricting the influence of foreign donors.
In this edition of Alliance, we highlight a number of
examples of this worrying trend. In his article Douglas
Rutzen details the range of measures used by what the
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Social entrepreneur
Edwin Broni‑Mensah
created GiveMeTap
– a free water‑refill
network that
supports water
projects in Africa.

International Center for Non‑profit Law (ICNL) esti‑
mates to be more than 30 new countries since 2012, to
restrict the influence of foreign donors (p42). We also
look more closely at some specific examples.
Counterforces
Policy making at the
Contradictory trends at play in national level has an
government policy towards philan‑
thropy may seem like an academic apparently split personality
curiosity for citizens in nations – nurturing philanthropy
where the regulations are less am‑ with one hand and
biguous. However, for many, policy
making at the national level has an throttling it with the other.
apparently split personality – nur‑
turing philanthropy with one hand and throttling it
with the other.
In this issue of Alliance magazine we detail some of
the most regressive and progressive recent policies
relating to philanthropy. It is striking that some

The Words on
Wheels project
brings books
to children
in Bandung,
Indonesia.

nations imposing the most egregious laws to restrict
advocacy and foreign funding, are also legislating to
make giving easier, more tax effective and more flex‑
ible. At the same time, higher maximum funding caps
for charitable deductions and experimentation with
more flexible requirements for CSO registration in
Guangdong suggest a more positive counter‑narrative.
Equally, while Ingrid Srinath from Hivos India details
worrying developments in India (p44) relating to in‑
creased scrutiny of organizations receiving foreign
donations, an article by Carmen Perez (p49) on corpo‑
rate profit‑sharing describes India’s 2013 Companies
Act, which compels Indian companies to dedicate 2 per
cent of their profits to corporate social responsibility.
Distorting factors
It is easy to criticise restrictions on philanthropy in
a globalizing world as short sighted, but some extra
vigilance is surely justified. Terrorist groups have
been able to take advantage of opportunities offered
by the Internet to spread their message, organize and
inculcate fear. They’ve also used gaps in cross‑border
financial systems to raise fortunes through money
laundering and the illicit sale of plundered resources.
Following the tragic attack on the World Trade Center
in New York City in 2001, the Financial Action Task
Force (FATF), a global anti‑money laundering body,
updated its recommendations
to address counter‑terrorism
measures. The eighth of these rec‑
ommendations deals specifically
with ‘non‑profit organizations’
and states that they are ‘particu‑
larly vulnerable, and countries
should ensure that they cannot be
misused’. Though no sector should
be exempt from safeguards, the
singling out of CSOs in this and
other FATF documents as being at
particular risk without sufficient
evidence to back up such a pre‑
sumption, has arguably resulted
in restricted access to financial
services for legitimate organiza‑
tions. To illustrate the problem, Ed
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Pomfret of Oxfam examines the impact of FATF on
remittance services to Somalia (p46).
Clearly, nobody would suggest that philanthropy
should not be subject to scrutiny, and if there is
a risk that it could be used as a Trojan Horse for
terrorist financing, regulation and compliance pro‑
cedures in banks must be robust
enough to maintain donor trust. If we are able to speak up
However, there is a real danger in defence of the rights
that without moderation, recom‑ of others to pursue their
mendation eight could be used as
a smoke‑screen for undue restric‑ causes, even those with
tions on foreign donations. The which we do not wholly
growing number of governments agree, history has shown
that have cited FATF in recent re‑
gressive laws substantiates the risk. we are likely to succeed.
Stepping up
Globally, barriers to philanthropy seem to be increas‑
ing in parallel to opportunities. We face a unique
opportunity to create an enabling environment for
giving that will guarantee a bright future for civil
society. Our success or failure in this endeavour
may help determine our capacity to deliver sustain‑
able development, prosperity, peace and justice for
future generations. That is a future that we all have
Egyptian
governments
should attest to the
fact that silencing
civil society is
akin to disabling
a pressure valve
on a large piece
of industrial
equipment; you
replace the regular
release of steam
with the risk of
an uncontrolled
explosion.
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a vested interest in and our response to the closing
space for philanthropy and civil society must there‑
fore be inclusive.
For too long, some of us in the wider philanthropy
circles have sat on the sidelines persuading ourselves
that the issues discussed in this article and others in
this issue of Alliance magazine are relevant to human
rights funders and CSOs, but outside of our core inter‑
ests. We should recognise that if we wait to be dragged
into the battle, we may condemn ourselves to losing. It
needn’t be this way. To some extent the closing space
for philanthropy and civil society is a fear response
by governments to the rising power of donors and of
the collective will of society. If we are able to speak
up in defence of the rights of others to pursue their
causes, even those with which we do not wholly agree,
history has shown we are likely to succeed. In the past,
philanthropy‑funded battles against slavery, apart‑
heid and, more recently, homophobia have turned the
tide against what seemed like intractable opposition.
We need to rediscover solidarity to protect the rights
of foundations and the CSOs we fund.
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Protectionism
chills cross‑border
giving
Douglas Rutzen

Cross‑border philanthropy is increasingly burdened in many
parts of the world. In addition to existing constraints in dozens of
countries, more than 30 countries have proposed or enacted such
restrictions since 2012. This is the latest phase in an ‘associational
counter‑revolution’ that ICNL first noted in an Alliance magazine
article in 2006.

Douglas Rutzen
is president
and CEO of the
International Center
for Not‑for‑Profit Law
(ICNL). Email
drutzen@icnl.org

In the past, some foundations viewed the law as a
transactional challenge, which they could address
by hiring a lawyer to draft grant agreements or
craft work‑around solutions. An increasing num‑
ber of foundations now recognize that the law is
a transformational challenge. To turn the tide, the
philanthropic community must engage in advocacy
and fund initiatives to help improve the legal environ‑
ment for global philanthropy.

funds from abroad and engage in ‘political activities’
to register as ‘foreign agents’. The ‘foreign agents’ la‑
bel applies even if the use of international funding is
unrelated to the ‘political activities’ of an organiza‑
tion. This label is particularly problematic because in
Russian the term ‘foreign agent’ is synonymous with
‘foreign spy’. Kyrgyzstan is also considering a ‘foreign
agents’ law. These laws are roughly modelled on the
1938 Foreign Agents Registration Act in the US.
Funding caps and routing rules
Ethiopia is a good example of the funding cap ap‑
proach. Under a 2009 proclamation, ‘Ethiopian’
charities and societies can receive no more than 10 per
cent of their total income from international sources.
Only ‘Ethiopian’ charities and societies are legally al‑
lowed to work on disability rights, children’s rights,
gender equality, conflict resolution, the efficiency of
the justice system and other goals.
Another way of monitoring and controlling the flow of
international funding to CSOs is to require organiza‑
tions to route funding through a government body or
ministry or a government‑controlled bank. In prac‑
tice, this approach gives governments discretion on
whether to release the funds. Uganda and Uzbekistan
are cases in point.

Laws that ‘defund’ and ‘delegitimize’ civil society
Some countries require prior approval to fund a civil
society organization (CSO). Under Egyptian law, for ex‑
ample, a CSO must obtain the approval of the Ministry
of Social Solidarity before receiving funds from
any foreign source, including foreign foundations.
Countries requiring prior approval of international
funding transactions include Algeria, Azerbaijan,
Bahrain, Bangladesh, Jordan and Uzbekistan.

Yet another approach is to impose burdensome report‑
ing requirements. Turkish law requires foundations to
notify public authorities within one month of receiv‑
ing international funding, and groups must provide
notification before using the funds. The government
of India ramped up enforcement of reporting require‑
ments in the Foreign Contribution (Regulation) Act
and recently proposed amendments that would im‑
pose additional reporting requirements on CSOs that
Some countries take a slightly different approach, receive international funding.
requiring government approval of organizations enti‑ Outright bans and criminal sanctions
tled to receive international funding. India is perhaps Some countries explicitly prohibit international
the best‑known example: it requires recipient organi‑ organizations from financing certain activities. In
zations to register under the Foreign Contribution Sudan, for example, CSOs must seek approval from
(Regulation) Act.
the Humanitarian Aid Commission (HAC) before re‑
Other countries require the foreign donor to sign an
agreement or receive approval from the host govern‑
ment to fund an in‑country CSO. This year, Azerbaijan
enacted such legislation, and a draft law in China re‑
quires governmental approval for foreign donors to
fund or carry out activities in China.

ceiving international funding. The HAC will grant
approval only for CSOs that provide narrowly defined
‘humanitarian services’.
Another strategy is to tax international funding.
This approach has been in place, at varying times, in
Belarus, Kazakhstan and Turkmenistan.

Governments are also using the law to stigmatize Certain countries impose outright bans on funds from
CSOs that receive international funding. Russia re‑ specific donors. For example, in May 2015 Russia en‑
quires non‑commercial organizations that receive acted the Law on Undesirable Organizations, which
Alliance Volume 20 Number 3 September 2015 www.alliancemagazine.org
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prohibits Russian CSOs from receiving money from
an organization deemed ‘undesirable’.

A separate and important development, a new draft
charity law would apply largely to domestic non‑profit
and charitable organizations. That has not been signif‑
icantly opposed in the Chinese sector. It incorporates
at least some of the reforms that have taken place in
the Chinese non‑profit sector in recent years, includ‑
ing more streamlined registration for some kinds of
groups. That law will also affect and may limit the
receipt and use of foreign funding through provi‑
sions on fundraising, foreign currency rules and
bank accounts.

Burdening cross‑border philanthropy in the name
of counter‑terrorism and anti‑money laundering is
another strategy, occurring in countries as diverse as
the US, Azerbaijan and the British Virgin Islands. In
Kosovo, the law prevents CSOs from receiving more
than k1,000 from a single source in a single day with‑
out government permission.
Countries have used other laws, including criminal,
defamation, tax and national security laws, to restrict
global philanthropy. For example, in September 2014
Egypt amended its penal code to subject to life im‑
prisonment anyone who receives funding or other
support from an international source with the intent
to ‘harm the national interest’, ‘compromise national
sovereignty’ or ‘breach security or public peace’. The
law also imposes life imprisonment on anyone who
gives or offers such funding.
As an increasing number of countries are erecting bar‑
riers to cross‑border philanthropy, it is time for the
philanthropic community to address this troubling
trend through advocacy and funding.

Assuming that this draft law is enacted, there will be
both procedural and substantive restrictive impacts
on a number of foreign funders. How far this will go is
not clear at this point. Much will depend on implemen‑
tation, but there is real and justifiable concern about
the impact on foreign NGOs and funders in China.
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China Mark Sidel
Up to now, there have been rela‑
tively few legal restrictions on
foreign funding in China. In recent
years, the Chinese government has
seemed increasingly interested in
generally restricting and more
significantly controlling foreign
Mark Sidel is
Doyle‑Bascom
funding. Special attention has
Professor of Law,
been given to foreign funding fo‑
University of
Wisconsin‑Madison,
cused on more sensitive topics like
and consultant (Asia),
ICNL. Email
advocacy, political pluralism and Amnesty
mark.sidel@wisc.edu
International
constitutionalism.
protestors at
embassy
There is currently a draft law under discussion on the Egyptian
in Washington DC.
management of overseas NGOs and foundations that
would put these organizations under public security
(police) control and impose significant new registra‑
tion requirements and other restrictions on them.
This law will probably be enacted soon.

Egypt Barbara Ibrahim
Until 2014, international organi‑
zations operating in Egypt were
simply required to register with a
ministry, although in some cases
grants needed prior approval.
Donor organizations sending
funds from outside the country
Barbara Ibrahim is
senior adviser to the
generally faced no direct restric‑
president, American
University in Cairo.
tions; the onus was on Egyptian
Email bibrahim@
organizations receiving funds to
aucegypt.edu
report on and receive permission
before accepting a grant. Without public discussion, a
presidential decree was issued in late 2014, mandating
much stiffer penalties for cross‑border funding that
met certain vaguely worded criteria. Large fines and
prison sentences up to life were introduced for any‑
one receiving or facilitating the delivery of a donation
from a foreign entity that ‘harms the national inter‑
ests’, ‘compromises national sovereignty’ or ‘breaches
security or public peace’.
The stated purpose of the restrictions is to prevent
terrorism, crime or foreign interference in politics.
In practice, local entities and foreign funders work‑
ing in development or humanitarian fields are rarely
considered but Egyptian non‑profits working in hu‑
man rights, civic education or democracy promotion
have for years been subject to re‑
strictions on activities using the
pretext of the foreign funding pro‑
visions. The 2014 restrictions have
had a further chilling effect on a
sector already weak from years of
harassment and restrictions. Some
NGOs have closed or moved their
operations out of the country. And
the suspicion surrounding rights
organizations is such that even
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local donors are reluctant to support their growth
and development.

The government argues that human rights‑related
activities are political activities, which should be con‑
ducted only by citizens using their own local funds.
Foreign countries or agents should not be allowed to
intervene in internal political affairs by providing
funds to civil society organizations. Generally, the
government wants CSOs to work on humanitarian and
development‑related issues, not human rights.

Governments have legitimate reasons to monitor and
in some cases restrict foreign funding. Egypt faces an
armed insurrection in the Sinai and heavily armed
tribal militias and Islamist organizations operating
in neighbouring Libya. However, the heavy‑handed
use of restrictions on foreign funding thwarts peace‑
ful opposition groups and precisely those sectors of
civil society necessary for a successful national tran‑
sition. I see a worrying decline in the civic initiatives
which proliferated in 2011 and 2012, especially among
younger Egyptians. One immediate effect is that a
growing number of civic innovators are avoiding the
non‑profit sector entirely in favour of social businesses
that can operate in a freer climate.
Ethiopia Debebe Hailegebriel
The current regulatory regime
has two main effects on Ethiopian
NGOs working on human rights
issues in general and specifically
on gender equality, the rights of
children and disabled persons,
Debebe Hailegebriel
conflict resolution and efficiency
is an independent
of the justice sector. First, the bulk
legal consultant.
Email debebehg@
of rights‑based work is reserved for
gmail.com
Ethiopian charities and societies
that raise less than 10 per cent of
their funding from foreign sources. In effect, human
rights organizations cannot receive foreign fund‑
ing. This is particularly important in terms of the
emergence, development and current profile of the
Ethiopian civil society sector, which is highly depend‑
ent on foreign resources.
Second, under the Charities and Societies Agency
(CSA) directives, a charity or society may engage only
in income‑generating activities that are directly re‑
lated to its activity. Clearly, this further curtails access
to funds for rights‑based NGOs – what kind of busi‑
ness activity can be imagined directly related to the
activities of a human rights organization? In addition,
organizations are expected to show they have the ini‑
tial capital to engage in income‑generating activities,
and fundraising from the public is possible only with
written permission from the CSA. This is dependent
on an NGO’s ability to demonstrate that this is the only
means for the organization to carry out its activities,
so permission may not be granted to organizations
receiving funds from foreign sources.

Alliance Volume 20 Number 3 September 2015

The upshot is that only a handful of independent hu‑
man rights organizations remain, with very limited
capacity to operate.

The Ethiopian
government
deems that
foreign funding
should only be
used to finance
development
work, such as
that done by
the German
Solar Energy
Foundation.

India Ingrid Srinath
India’s Foreign Contribution
Regulation Act (FCRA) 2010 classes
all donations and fees and the inter‑
est accruing on such payments as
foreign contributions. Companies
with 50 per cent or more of their
equity owned by foreign entities
Ingrid Srinath is CEO,
Hivos India Advisory
and
diaspora Indians who are no
Services. Email
longer citizens of India are also
ingrid.srinath@
gmail.com
classified as foreign sources and
may contribute only to NGOs with FCRA clearances.
These clearances are granted for five years and are sub‑
ject to stringent banking and reporting requirements.
Foreign funds received by an organization registered
under the FCRA may only be granted onward to other
organizations that also have the requisite FCRA clear‑
ance. Indian non‑profits cannot deploy their funds
outside India’s borders, which constrains their ability
both to address cross‑border issues like trafficking and
to play any wider regional role in South Asia.
‘Organizations of a political nature’, an ill‑defined
category, are banned from receiving any foreign con‑
tribution. In the last few years, governments have used
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the FCRA provisions to curtail civil society activities
in areas like environmental campaigning, support of
minority or marginalized communities and political
prisoners. There has also been a concerted campaign
of disinformation and smears seeking to discredit for‑
eign funding more generally.
The government has just an‑
nounced further proposed changes
that media and lawyers alike
agree may well be unconstitu‑
tional. Among other things, these
would require NGOs and other
organizations that receive for‑
eign donations to share personal
details, bank account details and
bio‑data of their trustees with the
government.

The [Indian] government
has just announced
further proposed changes
that media and lawyers
alike agree may well be
unconstitutional.

The restrictions mean that most funding is driven
by business, especially in light of the new CSR leg‑
islation requiring all companies of a certain size to
contribute 2 per cent of their average net income over
the previous three‑year period. The list of approved
CSR activities under the new law and the natural re‑
luctance of business to engage in ‘unpopular’ causes
further limits support to such causes, while the bias
towards business‑driven philanthropy discourages
non‑profits from activities that might be perceived as
hostile to business interests.
The combination of these factors with a corporatized
media and continuing attempts to limit internet free‑
dom means that Indian civil society could find itself
entirely encircled by private interests and the govern‑
ments they support.

Maria Chertok is
director of CAF
Russia. Email
mchertok@
cafrussia.ru

Russia Maria Chertok
The Foreign Agents Law, intro‑
duced in 2012, requires NGOs in
receipt of foreign funding and
engaged in ‘political activities’
to register as ‘foreign agents’.
Political activities are very broadly
defined and include interaction
with government and influencing
public opinion.

A couple of NGOs registered voluntarily, while nearly
80 have been added to the register by government in
the last six months. Registered foreign agents include
rights and advocacy groups, alongside sector resource
centres and research organizations.
Recently, an Undesirable Organizations law has also
been adopted, under which any foreign organization
that could present a threat to national security and
constitutional order could be labelled ‘undesirable’.
Such organizations will be identified by the General
Prosecutor’s office and their activities in Russia ter‑
minated, while those who continue to cooperate with
them can be fined and even prosecuted.
The State Senate in July developed a ‘patriotic stop list’,
which recommends bodies that might form part of an
‘undesirable organizations’ list. The ‘patriotic stop list’
includes the Mott Foundation, MacArthur Foundation,
Open Society Institute, Freedom House, National
Endowment for Democracy, National Democratic
Institute and some others. The MacArthur Foundation
has since closed its office in Moscow.
A huge amount has been achieved over the last 25 years
building a strong and vibrant civil society in Russia,
which has grown at a remarkable rate. It is important
to encourage that growth and continue to strengthen
the vital work of civil society organizations in Russia.
Moscow rally
to support the
Dynasty Science
Foundation, termed
a ‘foreign agent’
by government.
Its assets were
liquidated in
July 2015.
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Poorest people are
hit by restrictions on
moving money
Ed Pomfret

The lives of vulnerable people in the poorest countries are being
made still harder by the effects of Anti‑Money Laundering and
Combating the Financing of Terrorism regulations. In Somalia,
Oxfam has experienced disruption in its ability to send money
for projects to its partners in the country, both from Europe and
from Kenya, as a result of banks’ fear of prosecution. The flow
of remittances is also threatened. At the root of this is banks’
decision to treat the whole of Somalia as high‑risk rather than
carrying out detailed individual risk analyses.
Every year, Somalia receives over $1.3 billion in remit‑
tances; this represents 25–45 per cent of the country’s
economy and exceeds the amount it receives in hu‑
manitarian aid, development aid and foreign direct
investment combined. Over 40 per cent of Somalis
receive remittances.
Ed Pomfret is
campaigns and
policy manager of
Oxfam in Somalia.
Email Ed.Pomfret@
oxfamnovib.nl

In Oxfam’s work in Somalia we hear many stories
of the impact the money has on people’s lives. ‘This
money covers all our basic needs such as food, water
and school fees for my children,’ says Suhair Farah
Ismail, a mother of five. ‘We are fully dependent on the
money. Without it we would not survive.’

through which to send money to the country. To op‑
erate, money transfer operators (MTOs) need bank
accounts in the countries from which money is sent.
Unfortunately, in recent years, Somali MTOs have
found it increasingly difficult to access banking
services in the US, the UK, Australia and elsewhere.
Despite the efforts of Somali companies to comply
with Anti‑Money Laundering and Combating the
Financing of Terrorism regulations, most interna‑
tional banks are exiting sectors viewed as high‑risk
and have branded Somalia as a particularly risky des‑
tination because of its weak financial regulation and
the presence of groups listed as terrorists.
The Financial Action Task Force (FATF) has rightly
taken up the exclusion of poor people from the formal
financial system as well as the issue of bank de‑risking
– ‘the phenomenon of financial institutions terminat‑
ing or restricting business relationships with clients
or categories of clients to avoid, rather than manage,
risk in line with the FATF’s risk‑based approach’. The
withdrawal of banking services from Somali MTOs is
just one example of de‑risking that affects vulnerable
communities. The FATF has promised to work with the
G20’s Global Partnership for Financial Inclusion (GFPI)
and other institutions to take stock of the impact of
de‑risking.

How can we ensure that remittances continue to reach
people who rely on them? Ultimately, we need to sup‑
port development of an inclusive banking system that
works for all Somalis and complies with international
regulations. A first step would be to develop clear
guidelines for banks at national levels that discourage
But Somalia faces huge challenges in its effort to main‑ de‑banking of entire sectors. Of course there are issues
tain remittance flows. It does not have a functioning of terrorism and criminality in Somalia, but painting
commercial banking system, which leaves Somali a whole country as a terror risk is just wrong.
companies as the only formal set of institutions

THE EFFECTS OF FATF ON CIVIL SOCIET Y GLOBALLY

Why are NGOs in Kosovo unable to
receive more than g1,000 in funds per
day? Why are cash donations of more
than $255 banned in Azerbaijan? Why
do foundations and NGOs in Spain have
to verify the identity of everyone who
makes a donation or provides resources
worth more than g100? Or Pakistani
NGOs promise not to employ more than 10
per cent of staff with foreign passports?
This is a tiny snapshot of the sea of red
tape that the Financial Action Task Force

(FATF) has created and which is strangling
civil society.
The FATF, based in Paris, sees civil society
as a weak link through which terrorists
and criminal gangs can channel or
launder money and it asks government to
control, tightly, the flow of funds across
borders, especially to groups working
on conflict resolution, development and
human rights.
Non‑compliance isn’t really an option as
states that fail to comply are threatened
with being placed on a credit black list.
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At present, FATF standards impose the
same burden of scrutiny on civil society
groups as on pawn shops and casinos,
despite there being no evidence of any
CSO being involved in money laundering.
The law of unintended consequences
in this case means that instead of
catching the criminals, FATF appears to
be squeezing the life out of all kinds of
organizations there to support the healthy
development of societies.
For more information
http://fatfplatform.org
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Endowments
outside Europe
and the US:
how far, so far?

But this is not yet the end of the story. Egypt’s ‘tumultu‑
ous transition process’ means that no new legislation
has yet been proposed, though it has been speculated
that a new parliament (Egypt has been without a legis‑
lature since 2012) may eventually discuss such a matter.

Andrew Milner

Endowments, a mainstay of philanthropy in the US and Europe,
are unknown, undeveloped or in decline in many parts of the
world. A recent upsurge in some countries reflects a reaction to
the 2008 economic crash, the withdrawal of international funding,
the increase of international peer exchanges among philanthropy
professionals, and a newly vigorous sense of civic enterprize in
places where previously the state had kept a jealous hand on
all initiative. Alliance asked philanthropy professionals in four
countries where interest in endowments is either kindling or
rekindling what progress has been made and what advantages
they expect from this.
Andrew Milner is the
associate editor of
Alliance. Email
am@andrewmilner.
free‑online. co.uk

Alliance would like to
thank the following
for contributing to
this article:
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Turkey
The Turkish waqf, the vakif, has a similarly long pedi‑
gree, and on the face of it enjoys a more favourable
position than its Egyptian counterpart. It has never
been the object of government appropriation, and
in 2008 a new law signalled a move in the direction
of ‘more autonomy and freedom’, says Başak Ersen of
TUSEV. This came about partly in response to public
pressure and the requirements of EU accession negotia‑
tions, he adds. Under the law, the minimum mandatory
amount required to set up an endowed foundation de‑
creased by almost 90 per cent, with the predictable
result that ‘this new regulation eased and encouraged
people to establish new foundations. Almost 400 new
foundations have been set up since then, bringing the
total number to 4,800’.

Russia
In Russia, legislation governing the formation of en‑
dowments by non‑profit organizations was enacted in
Egypt
2007
as part of a move to create a more enabling envi‑
Egypt, like many other Arab countries, has a long
ronment
for the non‑profit sector. It also regulates the
tradition of the waqf, ‘the oldest form of Islamic chari‑
governance
of endowment funds, setting high levels
table endowment’, as Heba Abou Shnief of the Gerhart
Center at the American University in Cairo calls it. Its of transparency and accountability. Unfortunately,
use in support of private civic initiatives was curtailed owing to legislative complications, charitable foun‑
in the late 1950s when a Ministry of Awqaf (Arabic plu‑ dations are excluded from its provisions, says Oksana
ral of waqf) took over the administration of charitable Oracheva of the Potanin Foundation. The problem
endowments. The waqf has resurfaced on the political arises because, in addition to the NGO legislation, char‑
agenda due to the ‘opening of the public space, albeit itable foundations are governed by a special law on
briefly’ following the Arab Spring uprising. Article charities, which defines what is charitable and what is
90 of the new constitution of 2013 ‘encourages and not. Endowment grantmaking is not according to this
protects the creation of charitable endowments, thus law a charitable activity, which means that charitable
paving the way for the revival of civic awqaf in Egypt’. foundations can’t form endowments.
They can, however, set up a separate specialized or‑
ganization to govern the endowment. The Penza
Community Foundation, for example, has set up a sep‑
arate specialized endowment foundation, which will
work closely with the community foundation. Further
legislation is needed to extend the current legislation
to charitable foundations, but so far all efforts in this
respect have been unsuccessful.
Heba Abou Shneif
John D Gerhart Center
for Philanthropy and
Civic Engagement,
American University
of Cairo, Egypt
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Paula Fabiani IDIS,
Brazil

Brazil
By contrast, there is no legislation regulating endow‑
ments in Brazil – although the absence of regulation
does not mean that endowments cannot exist in Brazil,
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as demonstrated by the endowed Maria Cecília Souto
Vidigal Foundation. However, as Paula Fabiani of IDIS
points out, ‘donors do not feel incentivized to create
endowments due to the legal uncertainty’. A number
of Brazilian donors have established mechanisms
overseas in more favourable legislative climates, while
IDIS is at the forefront of a campaign to press for en‑
dowment legislation. There have Turkey is neither East nor
also been some political moves, in
the shape of a bill introduced by a West and the foundation
senator to set up endowments for sector is not an exception.
private and another one introduced
by a congressman that benefits all non‑profits. The de‑
bate set in motion by these moves has led to increased
interest in them among government authorities and
donors, ‘crucial stakeholders’.
Towards an enabling environment?
Though these moves might be construed as cautious
nods of governmental approval towards the founda‑
tion idea, it is by no means always the case that they
are part of a coherent plan to create a more conducive
environment for philanthropy. Heba Abou Shnief is
clear, for example, that developments relating to
awqaf in Egypt ‘cannot be seen as part of a clear and
consistent policy shift towards creating an enabling
environment for philanthropy, given the setbacks on
the philanthropic and civil society scene over the past
five years’.
Nor does Başak Ersen feel that the 2008 law in Turkey
was ‘part of a holistic approach of the government’. In
fact, ‘the government has been reluctant to amend
complementary legislation, namely tax laws, which
are crucial for the sustainability of the endowments.’
Though Turkish foundations enjoy exemption from
income tax, in only a few cases are donors to those
foundations eligible for tax exemption. Moreover, he
says, ‘despite the improvements in the philanthropy
environment, new foundations, especially those
working in the human rights field, witness more gov‑
ernmental interference and oversight.’
Benefits of endowments?
Paula Fabiani sees three major benefits that would fol‑
low the establishment of philanthropic endowments
in Brazil. First, endowment regulation might ‘bring
new and long‑term capital to the non‑profit arena in
the country, diminishing the impact of the economic
crisis on philanthropic activities’. Institutional philan‑
thropy in Brazil is dominated by corporations whose
profits – and hence contributions to social organiza‑
tions – are affected by economic recession.
Alliance Volume 20 Number 3 September 2015 www.alliancemagazine.org

Second, the creation of endowments by non‑profits
themselves would make them more sustainable,
releasing them from the tyranny of annual fundrais‑
ing. ‘Organizations with endowments can develop
long‑term strategies and planning and invest in infra‑
structure and better management systems.’ Finally,
endowments will ‘promote a culture of giving as they
are a long‑term mechanism for donors to express their
values and beliefs in society’.
Similarly, Heba Abou Shnief in Egypt believes that
Article 90 ‘has the capacity to unleash citizen philan‑
thropy, promote a more sustainable and vibrant civil
society, and achieve more social justice’ – provided,
she is careful to add, ‘that it is translated into con‑
ducive legislation. Yet, there needs to be a sufficient
level of policymaker, legislator and civil society aware‑
ness on the nature and role of awqaf to pick up on the
momentum for change’.
And downsides?
While Paula Fabiani sees ‘a risk that available philan‑
thropic capital will move to endowments, diminishing
available capital to current activities’, she thinks that
this is unlikely in practice. On the contrary, she ex‑
pects the creation of endowments will encourage
new resources to flow into the sector. In other words,
instead of endowments taking a bigger slice of the phi‑
lanthropy cake, they will make the cake bigger.
More serious problems are faced in Egypt where the
endowment law is still a work in progress. Heba Abou
Shnief notes two challenges. First, there may be resist‑
ance from vested interests to the new civic awqaf. To
counter this, it will be crucial to separate the issues of
state‑managed awqaf from ‘future advocacy efforts to
create an enabling environment for new civic awqaf’.
Second, in the public mind, the institution of waqf is
associated – incorrectly, she notes – ‘with political
Islam, and advancing the agenda of groups espousing
a political Islam ideology. This needs to be addressed by
raising awareness on the part of civil society regarding
the strategic and development role of awqaf, while at
the same time paying tribute to its historic role’.
Perhaps a remark by Başak Ersen provides the most
appropriate summary: ‘with the new legislation it is
much easier to establish foundations and foundations
are freer in their operations. However, there is still a
long way to go.’ There’s a common saying in Turkey, he
says: ‘Turkey is neither East nor West and the founda‑
tion sector is not an exception.’
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Corporate giving: the
case for mandates

Selective action and disclosure requirements
Indonesia
Indonesia is headquarters to nine Forbes Global 2000
Carmen Perez
companies. Regulation No. 47 of the 2007 Company
Law obliges certain companies working in natural re‑
source development to have a CSR programme in their
CEOs are stepping up on societal issues. Companies are increasingly annual plan. The CSR programme must be approved
linking long‑term, multi‑stakeholder assessments of their corporate by the company’s shareholders and must be included
citizenry to long‑term financial performance, according to studies.
in the company’s annual report.

The business case for corporate giving is strong; government
regulations also influence giving. Companies that are strategic
about their giving’s business case ensure requirements will add
value for all.

Environmental, social and governance (ESG) gov‑
ernmental mandates for corporations take different
forms, illustrated below:

Carmen Perez is
director of evaluation
and data insights for
CECP. Email
cperez@cecp.co
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The LafargeHolcim
Foundation
supports
sustainable
construction
through a global
competition for
urban designs,
such as this 2012
award‑winning
plan for the urban
remediation and
civic infrastructure
hub in a high‑risk
zone of São Paulo,
Brazil.

Requirements for action alone
Brazil
Brazil has a vibrant CSR community with organiza‑
tions such as Comunitas, GIFE and Ethos. Comunitas
has worked with CECP to develop reporting methods,
and publishes an annual report called Benchmarking
do Investimento Social Corporativo (BISC). Giving is man‑
dated by the national government in connection with
certain licences, permits, or other government approv‑
als. Mandatory contributions make up approximately
47 per cent of total societal investment, according to
the BISC. Reporting is not yet standardized enough to
give more than an estimate.

Action and disclosure requirements for most companies
India
The Indian Companies Act passed in late 2013 in‑
cludes a mandate that companies of a certain size
allocate 2 per cent of profits annually to Corporate
Social Responsibility (CSR). The related requirements
include a board‑approved CSR policy and public report‑ Disclosure requirements
ing on CSR.
Europe
After the 2014 election, the government released a gen‑ A directive passed in April 2014 clarifies corporate
reporting requirements, and allows national gov‑
eral circular that stated:
XXThe Act’s list of approved CSR focus areas, such
ernments two years to pass and implement them.
as poverty or gender equality, can be ‘interpreted
Companies use reporting standards in the ISO 26000,
liberally’. Companies are allowed to include CSR
the United Nations Global Compact, and the Global
policies not listed in regulations, such as disaster
Reporting Initiative to comply with the directive. The
response.
directive represents progress on a multi‑year effort
XXContributions to a trust, society, or non‑profit
that has not yet reached the finish line.
company will qualify, so companies can transfer
South Africa
contributions to a corporate foundation.
South Africa is a few years into implementing leg‑
Mauritius
islation that applies the International Integrated
Mauritius requires that companies devote 2 per cent of Reporting Council (IIRC) reporting standards. Listed
chargeable income to CSR. CSR can include poverty al‑ companies in South Africa must produce an integrated
leviation, education and services for relief of sickness. report on an ‘apply or explain’ basis. The Broad‑Based
Black Economic Empowerment law also includes giv‑
ing provisions spelled out on p50.
Box to tick, or long‑term good?
Companies may question whether government man‑
dates are an emerging trend or fading approach. ESG
practitioners may question whether regulation leads
to true value creation or becomes just another box to
tick. Those questions will be answered case‑by‑case
and year‑by‑year.
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Regulating corporate
philanthropy: the South
African experience

The findings suggest a number of questions for
potential regulators.

Should regulation be mandatory or act as an incentive?
Complying with the B‑BBEE regulation is in theory
Halima Mahomed optional. In practice, for larger companies doing busi‑
ness with the state, it is non‑negotiable, and it trickles
down to their suppliers as well. Moreover, there are re‑
lated
‘industry charters’ which make compliance for
Efforts to regulate corporate giving are slowly increasing.
some
sectors mandatory. The mixture of enforcement
Mauritius, Indonesia, South Africa and India have regulations in
and
incentive
has led to confusion, so clarity is needed.
place and others are exploring its viability. But how effective is

regulation and what are the drawbacks? A new report, A tangled
web, draws on the South African experience of Broad‑Based Black
Economic Empowerment legislation to suggest some answers.

Halima Mahomed
is an independent
philanthropy
consultant. Email
halimamahomed@
gmail.com

The history of corporate philanthropy in South Africa
derives primarily from apartheid, with philanthropy
seen as a way for businesses to legitimize profiting
from the system. However, since 2004 the corporate
giving landscape has been significantly altered by
the Broad‑Based Black Economic Empowerment Act
(B‑BBEE Act) – a scorecard‑based economic transforma‑
tion tool to incentivize corporate behaviour on a range
of issues, including corporate social investment (CSI).
Today, no conversation about CSI in South Africa takes
place without reference to it.

Several other factors need to be considered. Does man‑
datory CSI turn it from philanthropy to tax? And if so,
what are the implications, fiscally as well as on quan‑
tity and quality? If it’s an incentive, what needs to be
done to make it worthwhile and prevent companies
from simply opting out? Finally, how might regulation
intersect with existing mandatory ‘licence to oper‑
ate’ conditions that govern corporate giving in many
resource‑extractive industries in Africa?

How can regulation go beyond incentivizing monetary
outputs?
The relation of points and monetary scales on the
South African scorecard system appears to have fa‑
voured outputs at the expense of impact. Ticking
Among the report’s findings, the following stand out. boxes and compliance with the letter of the B‑BBEE
First, while the scantiness of the data makes conclu‑ codes rather than their spirit is perceived to be the
sions difficult, there is a perception that while bigger order of the day. A number of businesses seem to start
businesses generally have not been influenced much from the perspective, ‘how do I get the most points
by B‑BBEE, it has influenced newer, smaller businesses for the money I am prepared to spend?’ rather than
to engage in giving. Second, B‑BBEE has become a key considering what would make a difference. Any regu‑
de facto motivator of CSI and a core element of CSI lation thus needs to engage with the tricky issue of
moving corporate giving beyond simple compliance.
planning and implementation.
Should regulation stand alone or be linked to broader
development policies and activities?
Finally, the overall aim of the B‑BBEE Act is transfor‑
mation of the economy, yet its CSI element is seen
as an isolated activity unrelated to the wider devel‑
opment agenda or other CSI‑related incentives and
self‑regulation efforts. Regulation on CSI needs to
strike a balance between preventing CSI from being
subsumed into the state’s development policies, on
the
one hand, and creating incentives and opportu‑
Fourth, funding for contentious social justice is‑
sues has not been much affected by the codes. While nities for an independent CSI to feed into state and
somewhat restrained by the codes, these issues would non‑state transformation initiatives on the other.
generally be shunned by corporates anyway. Lastly, Moreover, regulation on CSI needs to be aligned with
new regulations came into effect in mid‑2015, and the other regulatory and non‑regulatory frameworks that
signs are that CSI‑related sections have been still more directly and indirectly influence corporate giving.
narrowly drawn, with potentially disastrous effects To download the report
on sectors of civil society that fall outside that focus. Visit the WINGS website at http://tinyurl.com/TangWeb

Third, several factors have combined to reduce the
quality and flexibility of corporate giving. For one
thing, the guidelines to the points system include a
list of suggested issues. These tend to stress service de‑
livery and infrastructure; while they are not meant to
be prescriptive, they are often taken as such. Moreover,
the codes emphasize economic development as a pri‑
mary area of support, which some see as narrowing
the scope of work that is deemed acceptable.

Alliance Volume 20 Number 3 September 2015 www.alliancemagazine.org

return to contents

special feature a changing l andsc ape: phil anthropy the world over

Give: it’s the law

Paula Park

A socio‑economic development target, incorporated in law, does
a good job of ‘inculcating a habit of giving back to South African
communities where profits are generated’, according to Gail
Walters, head of group corporate affairs and social capital at
Hollard Insurance. Officials from three companies told Alliance
about the work they do and highlighted the strengths and
weaknesses of legislating the parameters of corporate giving.

representation, strives to ensure that only projects
initiated by communities themselves receive the com‑
pany’s NPAT funding, says Lesley Haynes, corporate
social investment manager. In one recent example,
LegalWise helped build a 120‑square metre high
school library in partnership with a community called
Woodford, in Bergville, KwaZulu Natal, according to
the website. That community raised R20,000 and con‑
tributed volunteer work to the project.

Limits of legislation
The
law is not perfect. Compliance‑focused companies
Under the country’s Broad‑Based Black Empowerment
may
only support causes that will earn them points,
Act (B‑BBEE Act), companies donate one per cent of
their net profit after tax (NPAT) toward socio‑economic which could result in NGOs operating outside of those
development,1 as part of a broader regime of trans‑ areas suddenly being without funding and struggling
formation, which includes corporate ownership and to meet the needs of their stakeholders. ‘A balanced
approach is what’s called for,’ says Gail Walters.
control participation targets.

Paula Park is
editor of Alliance.
Email paula@
alliancemagazine.
org

1 The
socio‑economic
development (SED)
target for financial
institutions is 0.6
per cent, with a
0.4 per cent target
on consumer
education.

Corporate giving
Hollard Insurance established its independent Hollard
Foundation Trust in 2006, with a focus on the health,
nutrition and education of vulnerable children from
infancy to nine years of age. The Hollard Foundation’s
successful early childhood development programme,
called Kago ya Bana, or ‘building together for our chil‑
dren’, is now being rolled out to eight municipalities
around the country, equating to about 50 per cent of
the children in the target age group, says Gail Walters.

The agricultural services and processing firm, AFGRI,
also supports education under its CSI programme. For
example, the company pays the salary of a science
and maths teacher in a school started by farmworkers
near Delmas, a town east of Johannesburg. To help pre‑
pare children in the Kanana township near Bethal for
Hollard volunteers
school, the company has renovated a day‑care centre,
participate in a
food‑packaging
for which it now provides food. AFGRI also works to
event in celebration
alleviate poverty and to boost food security.
of Nelson Mandela
Day, in partnership
with Stop Hunger
Now.

Points under the B‑BBEE Act awarded for socio‑
economic development (SED) are small compared with
other B‑BBEE goals and some companies may decide to
forgo spending in this area, while spending more in
other areas, says Haynes. Under the law, SED represents
just 5 per cent of a company’s overall B‑BBEE rating. ‘It
is human behaviour to resist what is forced upon us
and unless philanthropy is part of a company’s DNA,
no amount of legislation will result in a significant
change to poverty levels in South Africa,’ she says.
Indeed, most companies ‘give the bare minimum to
ensure that they comply with the legislation’, says
Mpati Mojapelo, CSR manager at AFGRI.
Legislation is a starting point
Regardless of its limitations, the socio‑economic de‑
velopment target is a starting point in ensuring that
companies support development aimed at bringing
South Africans out of poverty and addressing histori‑
cal inequality, all three corporate officers say.

LegalWise, which provides insurance for legal ex‑ The target is ‘a way of forcing companies to realise
penses and facilitates access to affordable legal that inclusive, sustainable growth is the cornerstone
of business: without markets and customers, business
cannot exist’, says Walters.
‘It works best when companies support what commu‑
nities are already doing for themselves,’ adds Haynes.
‘CSI that supports communities in their own develop‑
ment ensures a collaborative approach and appreciates
the assets that all parties are able to bring to the table,’
she says.
The target is especially important ‘for corporations
that would not have participated in corporate social
investment if there were no legislation requiring them
to participate’, says Mojapelo.
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Informal philanthropy
begins with trust

Bhekinkosi Moyo

The question of an enabling environment for informal philanthropy
is an apparently simple, but actually complex, one. Simple
because its informality seems to make it both unnecessary and
next to impossible to regulate. Complex because the definition of
‘informality’ depends on who is defining it and why and because
the practices of informal philanthropy depend very much on who
is practising them. In other words, you can’t impose an enabling
environment for this kind of philanthropy from a textbook. It has to
be built from the ground up. In Africa, a good place to start is the
energy of communities.

BEN LANGDON, SEND A COW WWW.MILE91.CO.UK/CONTACT-US

Bhekinkosi Moyo
is the executive
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southernafricatrust.
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The issue looks simple because informal giving denotes
a very basic set of practices; it also suggests something
outside the mainstream and therefore inaccessible to
regulation. So it’s easy to think that there’s no need for
regulation of such simple practices; and in any case, it
would be difficult to make such an unruly issue the
subject of complex legal, policy, administrative and
governance frameworks.
We would be very wrong to think so, however. An
enabling environment for informal philanthropy is a
very complex and politically charged matter largely be‑
cause the definition of ‘informal’ depends on the views
of the person defining it. What is deemed informal by
outsiders might actually be the very essence of African
humanity in the minds of Africans themselves. With
this in mind, it becomes impossible to lay down a set
of prescriptions as the ideal environment for informal
philanthropy. It makes more sense to think of suiting
the environment to the context.

that exists between individuals. It is this currency that
connects spirit and aspiration with the foundations of
unity, reciprocity and mutuality. Without that energy,
there is nothing. It is this energy that powers trans‑
formations. The second thing needed for an enabling
environment is an ecosystem and its platforms. Energy
flows are transmitted through this ecosystem; by con‑
necting different currents it lays the foundations of a
functioning philanthropy.
Only after what can be loosely called spiritual connec‑
tions are made can administrative, legal and policy
instruments be developed for philanthropy. Here
again, context is important. These instruments need to
be conceived within the particular cultural, political
and economic climates of the societies they are meant
to serve. Elsewhere fiscal prudence is at the heart of
instruments designed to create an environment for
philanthropy; but in most African communities,
though money matters, an environment based on fis‑
cal issues misses the bigger slice of what philanthropy
is. A nuanced look at philanthropy in African com‑
munities would demand instruments that regulate
or facilitate relationships, and the movement of social
and other forms of capital, not just financial capital.
Trust, for instance, is one of the areas that an enabling
environment would have to address. This is linked to
values; and so in the African context, one of the key
reference points would be the African Union Charter
on values and public service. Another would be the
Cultural Charter for Africa (1976); the African Charter
on Human and People’s Rights (1981), and the Charter
for African Cultural Renaissance (2006).

In short, an enabling environment for informal philan‑
thropy would be one that creates, recreates, facilitates
and promotes the flow of energy between people,
In African communities, first and foremost an ena‑ and builds trust. This trust and those values lay the
bling environment needs to be founded on the energy foundation for the construction of norms and legal
standards; the development of governance, institu‑
tional and administrative; and the policy frameworks
that guide and regulate the environment for philan‑
thropy. Only then can instruments such as taxation
laws, registration requirements and grantmaking in‑
struments be developed and deployed in the service of
philanthropy.

An enabling
environment for
informal philanthropy
promotes the flow
of energy between
people, and builds
trust.
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Are today’s donors
different?
Timothy Ogden

If you’ve heard it (or read it) once, you’ve heard it a thousand
times: ‘Today’s donors are different.’ Left at that, the statement
would be true, if innocuous and obvious. Every generation of
donors will be different from those who came before, shaped by
their unique historical context, inevitably quite different from
that of their forebears. Unfortunately, the statement is almost
invariably followed by (say it with me now!): ‘They care about
measuring impact.’

Timothy Ogden is
executive partner of
Sona Partners and a
contributing editor
to Alliance. He also
serves on the board
of GiveWell. Email
timothy.ogden@
sonapartners.com

a whole do care more about impact, it hasn’t had much
effect on how they give or who they donate to: the lists
of largest charities and the sectors of the charitable in‑
dustry that receive most gifts, compiled by GivingUSA
and the Chronicle of Philanthropy, haven’t changed mate‑
rially. That’s not to say there have been no changes but
that the changes don’t by any means indicate greater
concern for effectiveness.

Arguably, the most significant change in the practice
of giving in the US since the 1980s has been the in‑
creased and continuing use of overhead statistics in
evaluating charities – in many ways the opposite of
caring about impact. Meanwhile, despite well‑docu‑
mented and publicized ineptness on the part of the
American Red Cross after each of the last several major
That simple sentence includes two bold implicit disasters, the organization continues to command the
claims. First, that earlier generations of philanthro‑ bulk of disaster relief giving by average donors.
pists did not care about impact enough to measure it. At the same time proto‑movements like effective al‑
Second, that some large new set of philanthropists truism (see p64) are clearly different in their approach
genuinely care about impact enough to materially from standard approaches to philanthropy. GiveWell,
where I serve on the board, is perhaps the best‑known
change the way they operate.
example. Here the ethos is a commitment to donate
Did earlier philanthropists really not care
to causes which, based on rigorous research and
about impact?
evidence, will yield the maximal benefit in terms of
When caught up in discussions about impact measure‑ saving or improving lives regardless of what the cause
ment and new metrics it’s easy to lose sight of what is or where the people benefiting are.
a literally incredible claim the first is. Pause for a
moment and try to imagine a foundation president, All of which yields the questions that motivate this
programme officer or large private donor of any era section of the special feature: are today’s donors really
handing over a cheque to a charity and saying, ‘Do different? If so, how? And what impact might more
donors caring more about impact have?
whatever you want with this, we don’t really care’.
That such claims about philanthropy’s history pass
with such little remark is particularly surprising
given that the roots of modern philanthropic prac‑
tice can be traced to the express desire for impact that
motivated Rockefeller, Carnegie and their peers to
create foundations. The original foundations weren’t
organized because the donors thought they needed
professional cheque writers but because they thought
they needed professionals to assess when, where and
how to give money to achieve their goals.

Piecing together some answers
To begin piecing together answers to these questions,
we first looked at philanthropic history. I interviewed
Barbara Shubinski of the Rockefeller Foundation
archives to learn more about the ways in which that
venerable foundation has cared about and measured
impact over the last 100 years.

To better understand today’s donors’ approaches to
impact, we interviewed some young donors in several
different countries to find out how they perceive the
differences between themselves (and their peers) and
Do more philanthropists care more about impact?
their
parents’ generation. A young donor and partici‑
As for the second claim, while it is not at all implau‑
sible, it remains unclear whether it is true. There are pant in the effective altruism movement writes about
certainly new donors who are measuring impact in his perceptions of the movement and his peers who
novel ways. But there have always been such donors. have adopted the effective altruism outlook. We also
Reviewing the dominant causes and charities over the approached a variety of donor advisers to enquire
last 30 or 40 years in the US – one of the few countries if they perceive an increased attention to impact or
where data has been gathered long enough to allow other ways in which today’s donors are different.
such comparisons – suggests that if today’s donors as Finally, we asked Jacob Harold, formerly of the Hewlett
Foundation and now CEO of Guidestar, how prevalent
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Are today’s donors different?

impact‑focused donors are and what effect they may
be having on the philanthropy industry.
A select group who care about impact
When I entered the philanthropy industry almost a
decade ago, I believed – and earnestly repeated – the
idea that today’s donors care about impact more than
their predecessors. With chagrin
I can recall times when I oblivi‑ The effective altruism
ously cited John D Rockefeller’s movement is different from
statements about the difficulties efforts we have seen in the
of wise giving just after claiming
that today’s donors finally take im‑ philanthropic community in
pact seriously.
the past.
Over time I’ve come to understand that a select group
of philanthropists have always cared about impact.
Comparing this select group to the main body of phi‑
lanthropists and donors, whether in the current or
prior generations, can always make it seem like the
selected group cares more about impact (so one could
equally make the statement, ‘Yesterday’s donors were
different, they cared about impact’). Whether the
group of impact‑focused donors is larger relative to
history is impossible to determine.
That being said, it is clear to me that at least some of
today’s donors are different when it comes to impact
– not in how much they care about it but in how they
approach it. They define and measure impact in dif‑
ferent ways shaped by their own experiences, and by
the cultural and particularly business milieu in which
they came of age. The Gates Foundation operates a lot
more like Microsoft than Standard Oil or Carnegie
Steel. The tools available to manage
large‑scale enterprizes and efforts There is not yet evidence
in business and philanthropy are that the current approaches
different than they were just 20 to measuring the impact of
years ago, much less 100 years ago.

non‑profits yield materially

Using the tools that are available
better outcomes than prior
Consider that the idea of a ran‑
domized control trial (RCT) to approaches.
evaluate medical treatments was
still deeply controversial into the 1950s. Today RCTs
are virtually required. The primary concern in the
medical field is not whether effectiveness should be
measured in this way but that not enough RCTs have
been done and had their results replicated.
In the postwar era the path to effectiveness and impact
involved layers of professional management using
judgement accrued over many years to make up for
the imprecision and unavailability of data. Deploying
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all those men (and they were predominantly men) in
grey flannel suits was a huge investment in effective‑
ness over prior models of organization management.
The Gates Foundation funding of global surveys to
yield nationally representative data on current use
of digital financial tools (and then using such data in
setting strategy and granting funds) is not evidence of
greater care for impact than the Carnegie Foundation
commissioning Abraham Flexner to study medical
schools and write a report. It is simply the care for
impact being channelled into the tools and practices
available. The effective altruism movement is differ‑
ent from efforts we have seen in the philanthropic
community in the past, but it could not have existed in
the same way in prior generations because it depends
on the existence of data measured with precision that
is only possible with modern tools and technologies.
Whether today’s impact‑focused donors manage to
materially change the practices, and not just the rheto‑
ric, of the majority, and thereby remake the entire
social good industry in their own image, remains to
be seen. There are hopeful signs but none of the defini‑
tive evidence that advocates of effective giving would
demand before committing their funds.
This is the unavoidable irony of the efforts to encour‑
age more donors to focus on impact, acknowledged by
the more thoughtful members of these movements:
there is not yet evidence that the current approaches
to measuring the impact of non‑profits yield materi‑
ally better outcomes than prior approaches. This is a
question of time and data: not enough time has passed
to see long‑term effects and the baseline case is not
well documented. In fairness, it was not clear that the
Apollo 11 approach would yield better outcomes un‑
til Armstrong et al landed on the moon and returned
safely to earth.
It’s patently wrong to say today’s donors are different
because they care more about impact. Today’s donors
are different. Some care about impact, and it is quite
possible that their number, or at least their influence,
is growing. But most of all, they are different because
they are deploying the tools and practices of the pre‑
sent moment in pursuit of impact. I am a participant
in and advocate for using the best tools and practices
available to measure impact and deploy resources. I
hope that yields the impact in terms of lives saved and
dramatically improved that this generation, like prior
generations did, hopes for.
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Does impact rule
with donors?

Andrew Milner

It’s widely assumed that donors are more focused on impact
and effectiveness than they used to be when making decisions
about giving. Just from listening to the language of philanthropy
– the increasing references to strategic philanthropy, impact
measurement and return on investment, the growing use of the
term ‘investor’ instead of ‘donor’ – you might draw the conclusion
that impact now rules with donors. But is this really the case?
Is the rational, impact‑driven philanthropist more a creature of
legend than fact? Alliance talked to a number of people who work
with donors and asked them what they think.
Andrew Milner is the
associate editor of
Alliance. Email
am@andrewmilner.
free‑online. co.uk

So is donor behaviour changing? Caroline Fiennes
of Giving Evidence doubts it. ‘Nobody actually has a
good dataset from which we could reliably see this
change. We all have loads of anecdotes about donors,
but no way of knowing if they are representative.
There are few studies of how donors actually behave
with respect to evidence.’

Tris Lumley of NPC in the UK also notes that ‘we just
don’t have longitudinal data’. From his own experi‑
ence, NPC donors are ‘definitely more focused on
impact’. NPC’s work with them includes ‘helping
them to develop their own theories of change, a pre‑
requisite for being able to plan, manage, assess and
learn from the impact of their philanthropy. Five
years ago, this wasn’t the case’. However, he concedes
it is ‘not yet so clear whether this interest is really
translating into an actual focus on impact in their
approaches, decision‑making and ultimately where
their money goes’. Even where they see a change of
attitude, most agree that practice is falling short of
the rhetoric.
Andreas Rickert of PHINEO in Germany similarly sees
some good examples. Siemens, for instance, has im‑
plemented corporate citizenship projects applying
venture philanthropy principles. But he does not see
an appropriate implementation at a large scale across
what he calls the entire landscape of philanthropy.
A growing interest in impact measurement
What is undeniable is that there is a growing interest
in impact measurement. Rickert sees this as the most
obvious indicator of donors’ changing motivations.
He talks of a ‘paradigm shift: from input orientation
towards impact orientation’. In Germany, he cites the
increased media attention that impact is receiving –
‘the leading news portal Spiegel Online had a top story
about transparency and impact of the social sector’
– and the fact that the best attended session at the last
conference of the Association of German Foundations
was the one on impact. Farrukh Khan of Acumen be‑
lieves ‘there is definitely an increasing interest from
donors in understanding effectiveness and impact’.

One of the very few donor surveys is New Philanthropy
Capital’s 2013 Money For Good UK, but even here she
notes a major problem: ‘it asked people to report what
they do when choosing a charity. The answers people
give to such questions are known to often be com‑
pletely different to what they actually do. This may
have been the problem with the inaccuracy of opinion
polls before the recent UK general election. As Rory
Sutherland of Ogilvy wrote, “[the] parts of the brain
that talk aren’t the same as the parts of the brain
which decide”.’
Luis Fernandez of CAF also notes an increased in‑
By contrast, ‘the indisputable rise in interest in rigor‑ terest in impact measurement globally. He cites
ous evaluators, eg GiveWell, The Life You Can Save, South African research showing that 60 per cent of
and membership of Giving What We Can’ does pro‑ civil society organizations are interested in impact
vide some evidence to suggest that donor behaviour measurement, with 80 per cent of them ‘willing to
is changing.
spend resources on impact measurement’. In the US,
Alliance would like to
thank the following
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this article:

Andreas Rickert
PHINEO, Germany
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too, he says, there is ‘a very high level of interest in
impact measurement (60 per cent of organizations
in the philanthropic sector)’. In India, the increased
donor interest in quantitative metrics has, in turn,
increased ‘the number of NGOs producing impact
reporting to attract more funds’. Research in the UK
in 2013 showed that 75 per cent of UK NGOs measure
some or all of their work and that nearly two‑thirds
had invested more in impact measurement over the
past five years. Significantly for the purposes of this
article, ‘the motivations for investment have been
mostly funding‑driven’.
He also advances what he sees as a major reason for
why this is happening: the rise of a new generation of
philanthropists ‘seeking to define how philanthropy
is making a difference in solving fundamental social
problems. This difference can no longer be explained
by performance or purely financial indicators . . . so
impact measurement is critical to understanding
what works – and what works best’.

assessments, you draw attention to your failures and
shortcomings. He calls therefore for ‘a culture much
more appreciating honesty and the will to learn and
to improve’.

Barriers to changing donor behaviour
Despite the interest in impact measurement, our
respondents remain sceptical about whether donor
behaviour is changing, whether they are really more
swayed by evidence of effectiveness and impact when
it comes to choices about giving. So why isn’t donor
behaviour changing?
Lack of awareness that the choice matters
Caroline Fiennes sees two issues to tackle: first,
‘awareness that the choice matters, that some chari‑
ties are better than others, that some causes are more
important/urgent than others, that some interven‑
tions are more cost‑effective than others. Second, the
humongous difficulty currently of actually finding
out which are the good ones’. For instance, she says:
‘If you want to look up the effectiveness of some surgi‑
cal intervention, I can tell you exactly where to look
despite not working in health. But if you want to know
if Christian Aid is any good, even I, as a professional
philanthro‑nik, have basically no clue where you
should look.’
Fear of being blamed for lack of impact
Andreas Rickert believes that the major barrier to
change is ‘fear on two levels: fear of being blamed
for not having achieved the maximum impact, and
fear of being overwhelmed by higher overhead costs
and complex methods’. Donors, he argues, think
it’s safer to stick with input measures: if you look at
what you’ve achieved with evaluations and impact

‘The trouble lies in the overall understanding of
impact,’ says Farrukh Khan. ‘Creating a clear under‑
standing of “impact” in terms of “who is impacted”
and “what kind of impact we’re having” has become
all the more important. To fully unlock the sector’s
potential and build lasting, sustainable solutions,
we need to understand more comprehensively how
our work is creating real, meaningful change in
people’s lives.’
Higher overhead costs
In respect of overhead costs, says Rickert, you have
to convince donors that ‘strategic philanthropy
HOW IMPORTANT IS IMPACT TO DONORS?

New Philanthropy Capital asked 3,000 UK donors how much attention
they paid to a range of factors when giving to charity. A snapshot of the
results show how they ranked impact:
XX63 per cent of donors said they pay close or extremely close attention
to how their donation will be used.
XXEvidence that an organization is having an impact is also very
important, with 58 per cent of mainstream and 61 per cent of
high‑income donors saying they pay close or extremely close attention
to this.
XXDonors pay least attention to the thanks and appreciation received for
their donation: only 15 per cent of mainstream donors and 10 per cent of
high‑income donors said they paid close attention to this.
Source
Money for Good UK, NPC, 2013 www.thinknpc.org/publications/money‑for‑good‑uk

Alliance Volume 20 Number 3 September 2015 www.alliancemagazine.org

return to contents

special feature a changing l andsc ape: phil anthropy the world over
Does impact rule with donors?

Caroline Fiennes:
‘If you want to look
up the effectiveness
of some surgical
intervention, I can
tell you exactly where
to look despite not
working in health.
But if you want to
know if Christian Aid
is any good, even
I, as a professional
philanthro‑nik,
have basically no
clue where you
should look.’

requires solid management and
that therefore overhead will pay
off in the long run and that im‑
pact assessment needn’t be costly
or complicated’. You have to tai‑
lor it to the project, he says: for a
small project, ‘an anecdote might
be enough’.

High‑quality impact
information, while honestly
recognizing and explaining
the constraints . . . will
enable donors and investors
to effectively allocate
their time and capital to
create the greatest impact
for improving the lives of
the poor.

Farrukh Khan has an answer for
the cost argument, too. Acumen’s
new Lean Data ‘debunks the indus‑
try myth that data collection is too
costly, burdensome and time‑con‑
suming by leveraging the ubiquity
of mobile technology and employing lean, innovative
tools and methods that deliver rapid results at a frac‑
tion of the price’.
Will supplying donors with information be enough?
How much difference would this make? Tris Lumley
adds a caution. When NPC started in 2001, he says, it
believed that simply supplying donors with the kind
of information they would need to maximize their
impact would be enough. ‘That turned out to be a
shaky assumption,’ he confesses. ‘Donors who were
actively seeking out the highest social returns from
their giving were in the minority, as were charities
that were able to clearly communicate their impact.’
But if – and it might be a big ‘if’ – there is a set of
donors focused on measurable impact, ‘the more
charities are able to produce the kind of evidence
that’s needed, the more donors are likely to respond
to that evidence’.

return to contents

The secret? ‘It needs to be easy for donors to fund well,’
says Caroline Fiennes, ‘they’ll do it only if it’s easy,
just the same as most other things.’ What’s more, it’s
up to what she calls the ‘philanthro‑niks’ to make it
easy. Surveys like Money For Good say that hardly any
donors do research into charities’ effectiveness before
they give – maybe that’s because it’s basically impos‑
sible. Where are they supposed to look?’
Making it easier for donors
How to go about it? Giving Evidence, says Fiennes, is
‘exploring creating a “directory” of vetted charities,
by “borrowing the homework” of sensible grantmak‑
ers who have already analysed them’. Farrukh Khan
argues that the provision of ‘high‑quality impact
information, while honestly recognizing and ex‑
plaining the constraints . . . will enable donors and
investors to effectively allocate their time and capital
to create the greatest impact for improving the lives
of the poor’.
For Tris Lumley, ‘slowly and iteratively we believe we
can start to shift donor behaviours, by understand‑
ing real motivations for giving (and how they vary)’.
His use of the term motivation brings us down to
earth. Trying to fathom whether donors are paying
increased attention to impact is one thing – and that’s
harder than you might think – but really it’s only one
facet of their behaviour.
‘The segment of donors who will care about this will
never be 100 per cent,’ concludes Caroline Fiennes,
‘but it may grow substantially if (and probably only
if) we (i) give people a reason to care and (ii) make it
easy for them.’
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Philanthropy’s
keystone species
Jacob Harold
Philanthropy is large, it contains multitudes.1 Amid the diversity
of philanthropy there is no ‘average donor’. We might as well ask
what is the ‘average’ animal in a rainforest. Natural ecosystems
are diverse. So is the philanthropic ecosystem. Just as the role
of one species in an ecosystem may change over time, the roles
of different types of donor are evolving. There are signs that
impact‑oriented donors are rising in scale and influence. And, like
the keystone species in an ecosystem, their influence may be even
greater than their abundance.

Jacob Harold is
president and CEO
of GuideStar. Email
jacob.harold@
guidestar.org

Impact‑oriented donors
In 2015 Hope Consulting did the third round of its
Money for Good research. It showed that 9 per cent of
donors in the US compare among non‑profits when
making a donation – that is, they seek out the best
non‑profit, not just a good one. That may sound like
a small number, but there are 319 million people in
the US and 83 per cent of people donate. So, we can
fairly estimate that we’re talking about 23 million
Americans, who are responsible for tens of billions of
dollars in giving each year.

Paine described ‘keystone species’ as those that influ‑
ence an ecosystem in a way that is greater than you
would expect given their relative abundance. In a clas‑
sic experiment, he found that a certain starfish, the
ochre sea star, regulated the rest of a tidal ecosystem
in Makah Bay in Washington State. When the ochre
sea stars were removed, the mussel population ex‑
ploded, crowding out other species. Ed Yong explains
in Nature what happened when Paine removed the
starfish: ‘Within a year, the total number of species
had halved: a diverse tidal wonderland became a black
monoculture of mussels.’2
Keystone species regulate ecosystems in a variety of
ways: beavers create the physical container of an eco‑
system when they build a dam; certain plants are the
dominant source of food for an ecosystem at certain
times of the year; trees create a canopy of shade that
enables a flourishing below.
In every case, one species helps set the terms by which
an entire ecosystem operates. They may be small in
number, but they are mighty in impact. In the same
way, impact‑oriented donors help to regulate philan‑
thropy, providing a kind of stabilizing force in the
philanthropic ecosystem. They are the signallers of
excellence, and thus a mechanism of accountability.

Philanthropy evolves
In modern consumer society, expectations are
changing. Donors are used to the information‑rich
This number has gone up. Twice. The first round of the experience of Amazon or Facebook. Those with im‑
Money for Good research, in 2010, showed only 3 per pact‑oriented inclinations are being empowered by
cent of donors engaged in this kind of comparative technology. This has implications for the entire field. It
behaviour. In the second round, a year and a half later, creates new incentives for transparency by non‑profits.
That, in turn, leads to the release of more information
that number rose to 6 per cent.
that donors can see. And that helps a wider group of
Three caveats are in order. First, all three rounds of donors understand the opportunity to make informed
the Money for Good research were weighted towards giving decisions. Over time, these feedback loops drive
wealthier donors. But there is scant evidence that rich greater accountability and greater learning, helping
people are any more rational than others. Second, the us as a field evolve better in the face of a changing
research was of donors in the US so we must ask how world.
this might apply in other countries. The spirit of giving
is universal across the human experience, but there Impact‑oriented donors are not an invasive species, nor
is no doubt that the specifics vary across cultural, eco‑ have they just evolved. They have been here all along.
nomic and political context. Third, Hope Consulting But their influence is growing. With luck, that growth
has tweaked its methodology over time so the three will help ensure diversity and dynamism across the
entire philanthropic ecosystem. Philanthropy is large,
rounds are not perfectly comparable.
it contains multitudes.
The power of the keystone species
1 See Walt Whitman’s ‘Song of
2 Ed Yong, Nature, 7492,
The essential point is this: most donors are not im‑ Myself’ (1855).
‘Scientific families: Dynasty:
Bob Paine fathered an idea –
pact‑oriented, but some are. And I would like to argue
and an academic family – that
that impact‑oriented donors are the ‘keystone species’
changed ecology’, 16 January
2013.
of the philanthropic ecosystem. The ecologist Robert
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100 years of caring
about impact:
what’s changed?

they sent three agricultural scientists to Mexico to
do an exploratory survey’. A similar approach was
used to assess the impact of the work and to reassess
the foundation’s strategy in 1980. ‘They did a review
of what was then called the Conquest of Hunger pro‑
gramme to evaluate whether it should be continued.
They concluded that enough other people were fund‑
ing agriculture work in direct food supply by then, so
they decided to cancel it.’

Timothy Ogden
Santayana’s famous dictum, ‘Those who cannot remember the
past are condemned to repeat it’, could have been made in direct
reference to philanthropy. As Maribel Morey and Benjamin
Soskis write introducing a new blog focused on the history of
philanthropy, the central project of philanthropy to make the
future different from the present (even when the change sought
is a return to the past) means being resolutely forward‑looking.
As a consequence the industry in general has given its past ‘only a
passing and most often disapproving look’.

Timothy Ogden is
executive partner of
Sona Partners and a
contributing editor
to Alliance. Email
timothy.ogden@
sonapartners.com

At a high level that approach sounds strikingly like
the process being followed by the Open Philanthropy
Project, a joint effort of GiveWell and Good Ventures.1
As they assess potential new opportunities, they com‑
mission several expert reviews of a field and strongly
consider ‘room for more funding’ when choosing what
areas to invest in.

Of course, there are also major differences between
the exact way that evidence is gathered and evaluated
between today’s practices and yesterday’s. Shubinski
notes: ‘They didn’t really use numbers in quite the
same way. They used markers of success that were
That is certainly true when it comes to looking at very straightforward: how many children were vacci‑
questions of philanthropic strategy and impact meas‑ nated? How many people graduated? It was more like
urement. But it’s impossible to assess how current the way you might do your personal budget.’
donors’ efforts to measure philanthropic impact are
different from those of the past without knowledge Impact evaluation by experts in evaluation
of historical practices. HistPhil, the new history of It was not until the 1970s that the idea of impact evalu‑
philanthropy blog notwithstanding, one of the few ation by experts in evaluation and modern concepts
systematic attempts to document, understand and of impact evaluation began to take hold. ‘That’s when
learn from the philanthropic past is the Rockefeller they became more likely to hire people with a specific
Archive Center. I had the chance to talk with Barbara toolkit called evaluation that’s not necessarily topic‑
Shubinski, senior historian at the centre, about how or field‑based. They started to use evaluative metrics
the Rockefeller Foundation has thought about and that cross fields. Before, they wouldn’t have bought
measured impact over the 100 years of its existence.
[into the idea of cross‑field evaluation]. They would
have wanted something more connected to the field
Experts in the field rather than experts in evaluation
or undertaking.’
Shubinski says the key to understanding past phil‑
anthropic practice is that ‘they always attempted to In the 1970s you can begin to see a distinct change
maximize their dollar. They always cared about evalu‑ in the language used inside the foundation, and cer‑
ation but they had different assumptions about how tainly by the 1980s, according to Shubinski.
to do evaluation, one of which was that you needed Nothing new about adopting business principles in
experts in the field’ rather than experts in evaluation. philanthropy . . .
That’s the approach that the Rockefeller Foundation
took both to setting strategy and to evaluating its
efforts. Shubinski cites work in the foundation’s agri‑
cultural programmes as a good example.
Historically, she says, the foundation was ‘very big on
doing surveys as a preparation activity. Before they
went into any field they would extensively survey
what the needs were. In the 1940s, for instance, when
they decided to launch an agricultural programme,

return to contents

But she protests that there hasn’t been, as some as‑
sert, a newfound adoption of business principles in
philanthropy. ‘Foundations have always used models
adopted from business; it’s just that they used the busi‑
ness model of the 1920s or the mid‑century in those
eras, and now they’re using today’s. That’s the point
of organized [institutional] philanthropy. It’s not that
the borrowing of models from business is new; it’s

Alliance Volume 20 Number 3 September 2015 www.alliancemagazine.org

p59

that the specific business model is
different. Business metrics are dif‑
ferent now.’
So in the mid‑20th century there
was a great deal of reliance on ex‑
perts and on bureaucracy. ‘That’s
the model they applied to philan‑
thropy because they believed it was
the most efficient,’ says Shubinski.
‘The tech moguls of today look at
this and think that it’s inefficient,
that it’s not disruptive, but at the
time it was the new innovation
that was going to make things
different.’

IMAGE COURTESY OF THE ROCKEFELLER ARCHIVE CENTER, ROCKEFELLER FOUNDATION COLLECTION
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. . . or about taking a strategic
approach to philanthropy
These days we often talk about
philanthropic strategy in terms
of theories of change. While the
language of a theory of change is new, Shubinski ar‑ Warren Weaver, the Rockefeller
director for natural sciences
gues, the underlying concepts have always been part Foundation
and agriculture, visits the Mexican
of strategic philanthropy. Indeed, that’s what set the Agriculture Programme, Chapingo,
1953. Programme officers
early philanthropists apart from the models of charity Mexico,
John Niederhauser, George Harrar and
they were trying to disrupt (to use a thoroughly mod‑ Weaver are in the centre, left to right.
ern term), according to Morey and Soskis. A strategic
approach that was new and different was ‘essential to
philanthropy’s self‑definition as its
partisans distinguished it from the In the past, measuring
well as to the future. One of the Open Philanthropy
traditional ethic of charity, which, impact ‘was more like the
Project’s initiatives is studying the history of philan‑
thropy to better understand what worked in the past.
its critics charged, had brought
That’s a hopeful sign.
the hordes of beggars that pooled way you might do your
around monasteries, and not much personal budget’.
But I would be more hopeful if I saw more frequent
else’, they write. It’s remarkable
familiarity and reference within the current move‑
how much recent critiques of philanthropy, like those
ments not only to philanthropic history but to history
of tech investor Sean Parker, mirror the critiques early
in general, for instance in books like Seeing like a state
philanthropists made of the charity ‘industry’ of their
and The best and the brightest or the documentary The
own day.
fog of war. Each documents the potentially negative
The approach today reflects a different theory of
change from that of earlier philanthropists. ‘But
we’ve always had a theory of change,’ says Shubinski.
‘Unfortunately, today, if you have a critique of an
approach to impact as it is defined and measured cur‑
rently, for example, the idea of disruption, it sounds
like you’re against change and innovation. But disrup‑
tion as a means of achieving impact is just one model
among many possibilities.’

consequences of unquestioning faith in ‘modern’
tools and techniques to change the world for the bet‑
ter. It would do us all good to cultivate the humility
that comes from studying the mistakes and failings
of the people who came before us, who cared just as
much about making the world a better place as we do
and put all their energy into the process in the full
confidence that they were different and were ‘doing
it right’ this time.

Learning from philanthropy’s history can and should
inform the present generation of philanthropists’
quest for impact. Some are looking to the past as

1 Full disclosure: I sit on the
board of GiveWell and have
participated in an Open
Philanthropy Project event.
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Young donors’
attitudes to giving
Among young philanthropists, the words effectiveness and impact
circulate widely in talk about projects and organizations funded.
With their sights on the environment and other global issues,
they take a hands‑on approach. But how clear are the distinctions
between the priorities of young donors and those of their parents?
Alliance spoke to half a dozen young donors to find out.
Andrew Milner is
associate editor
of Alliance. Email
am@andrewmilner.
free‑online.co.uk

Not part of our lives, but a way of life
The young leaders polled say they are more likely to
be actively involved with the projects and organiza‑
tions they support than their parents chose to be.
Lynn Zovighian in Lebanon, for example, says that
she thinks for people of her generation, philanthropy
is integral to their life choices. ‘My peers have a very
entrepreneurial relationship with philanthropy, un‑
like the generation of our parents and grandparents,’
she notes. ‘We view philanthropy not as a part of our
lives, but as a way of life.’
Young donors want to donate their talent, as well as
their funds, adds Gerardo Porteny from Mexico. ‘My
peers,’ he says, ‘believe that giving involves much more
than the simple transaction of money with charitable
purpose, but rather their involvement – leveraging
their talent and/or time to support the organization
or campaign they are giving to – tracking and sharing
their donation.’
Indeed, Rebekah Lin in Singapore believes a key
difference is that next‑generation givers are more
interested than their parents were in being ‘directly
involved with projects on the ground, and leveraging
creativity and innovation to give effectively’. She also
notes a change in strategies: ‘my parents believe in

Alliance would like to
thank the following
for contributing to
this article:

Elaine Smith, Brazil
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Young donors scrutinize the
impact of their gifts more
than their parents did . . .

a motorbike bought with
transfers saves 300 Kenyan
shillings a day.

the train the trainer concept; I believe in investing in
relationships before that even happens.’
For Elaine Smith’s parents, the transaction ‘was
money‑based and the relationship was never created’.
She favours ‘a recurring relationship linked to helping
an organization sustain itself’.
Getting results
The young donors also say they scrutinize the impact
of their gifts more than their parents did. Emmanuel
Marfo, from Ghana, says his ‘parents and grandpar‑
ents only give their resources; they do not follow up to
make sure that the resources are used as they wanted
them to be. I do follow up and make sure that what‑
ever I’m giving actually goes where I intended, and
is useful.’
For Lynn Zovighian, philanthropy’s impact hinges on
change. Philanthropy ‘must be disruptive. I view it as a
powerful form of nation building: it is about building
communities on a new set of empathetic values that
allow us to recalibrate and redefine our relationship
with the world’. Disruptions that ‘effectively change
an environment or reduce the need for help are to be
celebrated’. w

Elianna Sabbag
Moquette,
Switzerland

Gerardo Porteny,
Mexico

Rebekah Lin,
Singapore
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The advent of
mobile phone
banking has
improved lives
for thousands
in Africa.

Elaine Smith, from Brazil, aims her giving towards
solving root causes. ‘My parents would not change
the root of the situation.’ A Brazilian who requested
anonymity said her parents ‘do not have an idea of
effectiveness’.
Gerardo Porteny says it is ‘vital to have a strategy in
place to enhance my social return on my donation’.
He believes he diverges from his parents in that goal.
Effective altruism
While our interviewees emphasized the importance of
a grantee’s impact and sustainability, they less consist‑
ently endorsed effective altruism (see p64).
The trend finds a strong propo‑
nent in Elianna Sabbag Moquette,
based in Switzerland, who says
‘it balances the passion and moti‑
vations for giving with a strong
evidence‑base for impact’. The con‑
cept resonates with both her and
her mother, however, so it is not, in
her case, a generational distinction.

As a ‘next‑genner’, I feel
there are causes that require
funds for administrative
support, which, for a lot of
people, does not equate to
effective giving. I believe
otherwise. Building
water wells does give
you immediate results,
but changing attitudes
of non‑profit staff is
more preventive, which
is good for the future.

Lynn Zovighian endorses the ‘cor‑
nerstones of effective altruism’.
But, she says, there’s more work
to be done on the concept. One
needs to go through a ‘careful gov‑
ernance exercise to intrinsically
define its terms’. Her peers’ focus
on both entrepreneurship and giv‑
ing means they are coming ‘more
and more to embrace, not just effective altruism, but
also intelligent governance and decision‑making in
philanthropy generally speaking’.
Rebekah Lin sees some limitations to strict effective
altruism.

‘As a “next‑genner”, I feel there are causes that require
funds for administrative support, which, for a lot of
people, does not equate to effective giving. I believe
otherwise. Building water wells does give you immedi‑
ate results, but changing attitudes of non‑profit staff is
more preventive, which is good for the future.’
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Elaine Smith says she agrees with the overall goals
of effective altruism ‘but does not think in the same
terms’. Two peers from Brazil also express hesitance.
One says: ‘100 per cent rational giving is as bad as 100
per cent emotional giving.’ The other argues: ‘I don’t
think we should address social problems using the
same logic that is creating them.’
Global conscience
The half‑dozen donors who spoke to Alliance say they
are more interested in international work than were
their forebears. ‘There is a greater consciousness of the
issues that are happening abroad,’ Gerardo Porteny
says, adding that it is easier for people to access infor‑
mation and contacts to support global issues than it
was when their parents started donating.
Rebekah Lin says she and her parents have different
causes that they’re passionate about. She is ‘focused on
giving regionally and looking at global issues like cli‑
mate change and trafficking – issues that seemingly
do not “affect” Singapore’.
Not all donors share this view, however. Though
Emmanuel Marfo says he is ‘100 per cent’ committed
to a global agenda, he believes his contemporaries in
Africa are more concerned with their community and
locality, and have less interest in what is happening in
the nation, Africa as a whole, or the world.
One Brazilian donor says that neither she nor her par‑
ents are interested in giving outside the country. ‘In
Brazil, it is unusual to find philanthropists investing
abroad. I actually only know of one case.’
But a greater awareness of global issues need not al‑
ways involve giving abroad. ‘I am a strong believer
that I am best fitted to serve my region and local
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Waste dump in
the Maldives.
Environmental
issues were not
so relevant for
our parents, say
younger donors.

communities,’ says Lynn Zovighian. ‘However, my ap‑
proach to doing so will be very global in nature. For
example, I will look towards examples of situations
similar to those I am aiming to resolve in regions of
conflict such as Eastern Europe or Africa to extract key
learning that might benefit a situation in my region.’
Sustainability
Most donors polled endorsed the
view that the two generations have
different ideas about philanthropy
and sustainability.

Young people want to
get things right away
but they won’t look into
the future, as compared
to our grandfathers and
fathers, who really wanted
to keep something for
the next generation.

‘We need to think differently
about sustainability,’ says Lynn
Zovighian. ‘What is more sustain‑
able: ensuring stable recurrent
cashflow towards a project? Or
insisting that we work towards re‑
solving a cause, so that our funds
can be deployed elsewhere? Sustainability becomes
less a question about the longevity of support and
more about breaking down systems and dependencies.’

Gerardo Porteny says from his perspective the previ‑
ous generation often pursued ‘a Band‑Aid approach’
by ‘giving reactively and not proactively’. In contrast,
‘our generation thinks more about the scalability of
the project/organization as well as the sustainability
of the solution,’ he adds.
Elianna Sabbag Moquette attributes evolving atti‑
tudes on sustainability to greater awareness of the
issue. ‘I don’t think that we had the same understand‑
ing of sustainability 40 years ago. The definition has
evolved a lot in the past 15 years . . . today we are much
more aware of organizational sustainability.’
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The environment
Another important point of difference between the
generations is concern for the environment. Elaine
Smith believes that her parents ‘did not think on the
environment’ while for Elianna Sabbag Moquette, this
is one of the few points on which she feels the gen‑
erations differ: ‘in past generations, environmental
externalities were not considered.’
Generations separated by history
While these next‑generation donors say their ap‑
proach is the right one for the present, they stop short
of criticizing their parents. This generation of phi‑
lanthropists, they say, has access to knowledge and
information their parents lacked.
As Gerardo Porteny notes, his contemporaries are, in
some ways, in a more fortunate position than their
forbears: ‘our grandparents had the task of building
our communities in Latin America . . . . In my genera‑
tion, with a functional community already in place,
we have the luxury of choosing to give to the most
effective organizations.’ Similarly, a Brazilian donor
said that his parents had had their hands full fighting
against dictatorship.
Elianna Sabbag Moquette says she and her parents
share similar goals. ‘We are mostly aligned in our giv‑
ing and tend to evolve together.’
Emmanuel Marfo sees far‑sightedness in the older gen‑
eration that their younger heirs lack. ‘Young people
want to get things right away,’ he says, ‘but they won’t
look into the future, as compared to our grandfathers
and fathers, who really wanted to keep something for
the next generation.’
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Why effective altruism
appeals to young donors
Jessan Hutchison‑Quillian
Effective altruism is a growing social movement that combines the
heart and the head: it’s compassion guided by data and reason.1
It’s about dedicating a significant part of one’s life to improving
the world and rigorously trying to answer the question, ‘How can I
make the greatest difference?’

Jessan
Hutchison‑Quillian
is chair of the Social
Justice Fund NW and
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The effective altruism movement is gaining traction
among my peers. Trying to do the most good possible
given time or money invested is an appealing idea for
tech‑sector donors in their twenties. I would say their
interest is guided by:
XXthe desire to do good
XXthe desire to maximize that good
XXabsence of a strong opinion as to where/how that is
done (likely due both to intellectual openness and
to having faced little hardship)
XXscepticism about non‑profits
XXa belief in scientific thinking/randomized
control trials.
Effective altruism values
A number of key values lie behind effective altruism.
First, open‑mindedness: you should consider all causes
and actions and choose the actions that bring the great‑
est positive impact. The second is critical thinking:
apply evidence and reason to determine the most effec‑
tive ways to improve the world. Finally, global empathy:
value all sentient life, regardless of nationality, creed,
ancestry, religion or species.

1 The author is
involved in but not
a representative
of the effective
altruism
movement.
2 Steven Johnson:
‘Eureka moments
are very, very rare’,
The Guardian, 19
October 2010 www.
theguardian.com/
science/2010/oct/19/
steven‑johnsongood-ideas

It’s likely this philosophy is an example of the ‘adjacent
possible’. Biologist Stuart Kauffman coined this term to
express the idea that at any given time in science and
technology, but perhaps also in culture and politics,
only certain steps are feasible.2
I would assume that growing up in a world where all
our basic needs are met has reduced fear for our own
safety and allowed us to invest in the wellbeing of
others.
But I do have one reservation. I appreciate that the
effective altruism movement encourages a wide
‘circle of compassion’ and, based on my interactions,
the people involved at least try to be self‑reflective
and critical. However, there is a danger of insular‑
ity – it’s a bunch of ultra‑privileged people trying to
solve the world’s problems. Although people want to
be open‑minded, they are only open‑minded to those
who can speak the language.
A painful dilemma?
Given the cost‑effective difference between funding
guide dogs in the developed world and treating oncho‑
cerciasis, a major cause of blindness in the developing
world, how can one justify ever funding a guide dog, at
a cost of thousands of dollars?
For me this is a false choice – they are different kinds
of spending. I try to resolve the tension by aiming to
give 30 per cent locally, 30 per cent nationally and 30
per cent internationally – all guided by effectiveness
(I reserve 10 per cent for personal causes that I don’t
believe to be particularly effective).

But this is a distraction. Jeffrey Sachs has estimated that
spending $135 billion to $195 billion annually would
eliminate extreme poverty. This is less than the total
of annual US philanthropy spending alone. Or, pick‑
For me, missing from this list is the funding of work‑led ing a personal extravagance, revenue from video game
beneficiaries. Unfortunately, I don’t have sufficient sales would get us halfway there. So it is not a question
evidence for the effectiveness of that principle to get of guide dogs in the US or blindness prevention interna‑
it included in effective altruist thinking. Zeke Spier, tionally. It is a question of everyone reaching just a bit
executive director of the Social Justice Fund, and I are deeper; no massive sacrifices are required.
working on how to discuss grassroots community or‑ For more information
ganizing from an effective altruism perspective.
www.effectivealtruism.org/about‑ea

A number of factors influence effective altruists’ selec‑
tion of causes to support. One is scale: will progress on
that cause improve a large number of lives? Another
is what I’d call tractability: can an effort in support of
the cause create a measurable difference? The third is
whether it has escaped public attention. How much has
the cause been overlooked or undervalued?
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http://effective‑altruism.com/ea/6x/introduction_to_
effective_altruism
http://bostonreview.net/forum/peter‑singer‑logic‑effectivealtruism
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