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Improving the Planet and Walking the
Talk: Park Foundation’s Engagement with
By Park FV\UKH[PVU
Mission-Related Investing
When 9Vy H. 7ark passed H^Hy in
1993, the prominent media Vwner
and entrepreneur left in his will a Z\I
stantial addition to his family MV\UKH
tion that ^as established in 1966. -or
most of our OPZ[VY`, our LUKVwment has
been managed T\Jh like those of most

challenging grantmakers
to strengthen communities

foundations, with assets allocated in
the usual mix of large and small caps
Z[VJks, bonds, etc. *\YYLU[S`, the LU
KVwment OV]ers around $326 million
in nine asset categories. ;his is HSSVJH[
ed among 15 fund managers in HKKP
tion to cash and mission-related PU]LZ[
ing (MRI) accounts.
;he foundation H^ards HWWYV_P
mately $18 million per `ear nationally
in higher education, LUvironment, TL
dia, animal welfare and locally in Z\Z
tainability and human services WYVNYam
areas. Since the economic KVwnturn
that began in 2008, we OH]e H^arded

an H]LYage 7 WLYcent of portfolio ]alue
in NYants and WYVNYam-related PU]LZ[
ments (PRIs).
BEGINNINGS
As a philanthropic organization, it is V\Y
responsibility to ¸^alk the [HSR” 6\Y
mission should be to make the planet H
better place for its inhabitants to SP]e. 0U
the late 1990s, 9Vy H. 7HYR»s KH\NO[LY
Adelaide 7ark .VTLY, UVw the WYLZPKLU[
of the foundation and Jhair of the IVHYK
realized that it ^as a JVU[Yadiction [V
 NY    UV[MVYWYVMP[ VYNHUPaH
tions that, for
continued on page )
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Dear Readers,
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-or decades, a small number of MV\UKH
tions put their mission and NYHU[NPving
priorities on the table simultaneously
with their PU]estment portfolio as they
sought ^Hys to ¸PU]est with integrity” or
OH]e their PU]estments help to HK]ance
their grantmaking priorities.
No one formula or “secret sauce” HS
SVws a foundation to L_LYcise its TPZZPVU
related PU]estment (MRI) JVTTP[TLU[
9H[OLY, the foundation and its board T\Z[
determine its best route. Also, TV[P]H
tions vary for different foundations:
 (J[PUN^P[OPU[LNYP[`!(MV\UKH[PVU
dedicated to health is unlikely to in
]est in tobacco companies, just as a
leader in environmental grant gi]PUN
^ould not in]est in a major polluter
 (K]HUJPUNNYHU[NP]PUNWYPVYP

ties: Another foundation, focused
on economic justice issues, may
decide to in]est in program-related
PU]estments (PRI) or economically targeted in]estments (ETI) that
WYVvide empowerment to the poor
Others decide to promote issues
consistent with their grant gi]PUN
 (J[PUNHZHWY\KLU[MPK\JPHY` (SS
foundations obviously should seek
to in]est in wHys that are consistent
^P[O[OLPYMPK\JPHY K\[`4HU`
foundations are rethinking what
this responsibility means in light of
Yapidly changing markets.
So, ^hat are examples of ^Hys in
^OPJh foundations can [Yanslate their
desire to be a mission-related PU]estor
into reality?
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 =oting WYV_PLZ Since the proxy PZ
considered an ¸HZZL[” it is arguably H
MV\UKH[PVU»s responsibility to LUZ\YL
that its proxies are ]oted [OV\NO[M\SS`
4HUy proxy ]otes HSSVw PU]estors [V
protect their economic interests HZ
ZOHYLVwners. But ]oting proxies HSZV
HSSVws a foundation to speak JSLHYS`
to companies they ¸Vwn” [OYV\NO
their shareholdings about issues VM
concern like climate Jhange, KP]LY
sity or s^LH[ZOVWZ
 Being an HJ[P]e ZOHYLV^ULY. 4HU`
foundations, Z\Jh as the Nathan *\T
mings -oundation, the Needmor -\UK
and the Christopher Reynolds -V\U
dation, are HJ[P]e leaders as ZOHYL
holders and ^ork with other PU]LZ[VYZ
to expand their reach and impact.
-or example, they sign PU]LZ[VY
statements and open letters to JVTWH
nies on issues like climate or the [YHN
LKy in Bangladesh, citing the YLZWVU
sibilities of clothing companies [OH[
ZV\Yce from factories in )HUNSHKLZO
; MPSL  YLZVS\[PVUZ
to stimulate Jhanges in JVTWHUy WVSP
cies and WYactices and engage ^P[O
these companies’ management or H[
tend stockholder meetings.
Some foundations Jhoose HJ
[P]e engagement through their Z[VJk
holdings to promote Jhange, and
they can cite examples of OVw Z\Jh
HK]VJHJy precipitated cOHUNLZ
Other foundations ILSPL]e it is
important to “screen out” JVTWH
  ILSPL]JVUMSPJ[   
]alues or NYHU[NPving priorities. -or
example, the debate about fossil fuel
KP]estment has led some MV\UKH
tions to H]oid Vwning Z[VJk in 200
fossil fuel companies. Others H]oid
PU]estments in coal companies or
companies with egregious records
producing greenhouse gases.
And, as noted, some Jhoose not
to PU]est in tobacco companies,
4
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MRI is not only

consistent with

ﬁduciary duty but

is a duty

of a ﬁduciary.

handgun manufacturers or major
defense JVU[Yactors. ;here are no
“right” or “best” screens but a MV\U
dation certainly can decide if and
OV       MPS[LY   
types of companies.
 Community KL]elopment PU]LZ[PUN
(CDI), PRIs and impact PU]LZ[PUN
;here is a new energy in the MV\UKH
tion community around impact PU
]esting or targeting parts of a WVY[MV
lio to OH]e a WVZP[P]e impact on Z\JO
problems as WV]erty in 2LU`a or LU]P
ronmental sustainability in PLY\
;his often requires willingness [V
use a WYP]ate equity route to Z\WWVY[
impactful KL]elopment projects. ;OL
PU]estment risk THy be higher but [OL
possibility of being able to measure H
distinct change is very appealing.
Likewise, *+0»s offer VWWVY[\
nities to PU]est in social Jhange,
^hether in South Africa or the South
? E*+0»  MP_LK  
]ehicles making modest (1–3 WLY

cent) returns, but with a strong ¸ZV
cial KP]PKLUK” -oundations often set
aside a designated portion of their
portfolio for such purposes.
Other foundations, Z\Jh as the
-ord -oundation, OH]e done PRIs
for decades, often linking the PU]LZ[
ment to an organization with ^OPJh
it had a strong grant relationship.
PRACTICING FIDUCIARY DUTY
In the past, a [Yaditional response Iy
some foundation trustees ^as that LU
gaging in mission-related PU]esting
^   /    MPK\JPHY` K\[` ?
from another ]PL^, one could argue
G"        
   MPK\JPHY 
Here is OVw the context has
Jhanged. ;he Principles for Responsible
0U]estment presently OH]e global PU]LZ
tors with approximately $35 trillion of
assets under management (UM) ^ho
declare that LUvironmental, social and
NV]ernance (ESG) issues must be JVU
sidered in the PU]estment process IL
cause they impact shareholder value.
;hey ZHy these are not fringe issues
but HJ[P]ely affect the WVY[MVSPV»s ^orth,
and that a foundation PU]estment JVT
mittee is acting responsibly Iy ensuring
that its PU]estment managers L]aluate
{K    "    UVUWYVMP[ KP
   OH]   MPK\JPHY` <
one of obedience to the VYNHUPaH[PVU»s
Jharitable mission and purpose.
;  MPK\JPHY`       
an excuse for inaction but a TV[P]ating
MVYce for MRI.
;his is a fascinating time for this
debate in the foundation JVTT\UP[`.
;here is new energy and numerous
new examples of foundation leadership
in MRI well-worth wH[Jhing. Q
;PTV[Oy Smith is director of LU]PYVU
mental, social and NV]ernance ZOHY
LVwner engagement at >alden Asset
Management, a leader in sustainable
and responsible in]LZ[PUN
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What we mean by …

(K]ocates for @V\[O

Unless otherwise noted, this issue of 9LZWVUZP]e 7OPSHU[OYVW` has adopted

"]   {EOHUNL» J     <

Blue Shield of California FV\UKH[PVU

MISSION INVESTMENTS (MIs)
0U]estments Iy philanthropic and other Jharitable organizations that align
with their missions. ;hese PU]estments can either be mission-related PU]LZ[
ments (MRI) or WYVNYam related in]estments (PRIs)

Community >est -V\UKH[PVU

MISSION-RELATED INVESTMENTS (MRIs)
MRIs (also commonly referred to as impact PU]estments and socially YL
sponsible PU]LZ[TLU[Z) are ¸THYRL[Yate PU]estments that support the TPZ
sion of the foundation Iy NLULYating a WVZP[P]e social or LUvironmental
 ~  G"   MPUHUJPHS PU]        
prudent in]estor standards just like more con]entional in]LZ[TLU[Z¹

Bush FV\UKH[PVU

*VUYad N. Hilton FV\UKH[PVU
,K^ard >. Hazen FV\UKH[PVU
-orsyth County Public LibrHY`
-oundation for Child DevLSVWTLU[
George Gund FV\UKH[PVU
/PSS:UVwdon FV\UKH[PVU
Hull Family FV\UKH[PVU

PROGRAM-RELATED INVESTMENTS (PRIs)
PRIs are ¸ILSVw-market Yate PU]estments that are made with a targeted
WYVNYVIQLJ[P]4G" KLMPULK I"GE LSP
gible to count against the 5 WLYcent WH`out that foundations are required
to make LHJh `ear to retain their tax-exempt Z[H[\Z” PRIs can be “loans,
loan N\HYantees, cash deposits, equity PU]estments and other PU]estments
    ZWLJPMPJ   Z\J      ^VYRMVY     
community development facilities.¹

0KLHS^HYL
1essie Smith No`es FV\UKH[PVU
Kresge FV\UKH[PVU
Levi Strauss FV\UKH[PVU
Mary Reynolds Babcock FV\UKH[PVU

PROXY VOTING
According to As @ou :V^, WYV_` means “written authorization to act in
place of HUV[OLY” Companies use a proxy Z[H[LTLU[ to solicit ¸HWWYV]al
from shareholders of issues relating to JVYWVYate NV]ernance, recognizing
that most shareholders will be ]oting remotely ºIy proxy’ Yather than in
person at each compan`»s annual meeting.¹

New Mexico Environmental Law
*LU[LY

SCREENING
0U]        MPS[LY ¸NLULY [Y   
JLP]   :      J

Public >elfare Foundation, Inc.

SHAREHOLDER ACTIVISM
Shareholder HJ[Pvism PU]VS]es proxy ]oting and “engaging management of
NLULYally traded companies to change corporate beha]PVY¹
-or more on these and other common terms used in mission in]esting, visit
O[[WZ!^^^TPZZPVUPU]LZ[VYZVYNTPZZPVUPU]esting.
-or more on terms associated with shareholder activism, visit http://wwwHZ`V\ZV^VYN
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Oxfam (TLYPJH
7LWWLYcorn FV\UKH[PVU
7olk Brothers FV\UKH[PVU

Robert Bowne FV\UKH[PVU
Saint Luke’s Foundation of Cleveland,
6OPV
>ealth Right PHY[ULYZ
>illiam Caspar Graustein Memorial
-\UK
>inthrop Rockefeller FV\UKH[PVU
Z. Smith Reynolds FV\UKH[PVU
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Pushing the Envelope: Expanding the Limits of
Mission Investing
By Peter Berliner and David >VVK

7YVNYLZZP]e WOPSHU[OYVWy has (at SLHZ[
[^o THU[Yas: do more with limited YL
ZV\Yces and [HJkle systems ^hile ^VYR
ing on problems. Both of these core TV
[P]ators for mission PU]estors can OLSW
     ]J  HYK
While still a YLSH[P]ely small but
NYVwing WYactice, foundations of all
types and sizes are using mission PU
]estments – designed to NLULYate both
MPUHUJPHS     LU]PYVUTLU
tal return – to expand their impact and
to direct greater amounts of capital [V
^ard community needs.
;hrough this Z[YH[LN`, foundations
are not only tapping into the greater
part of their assets – their LUKVwments
 PUMS\LUJPUN OVMPUH 
cial markets respond to critical KVTLZ
tic or global challenges.
Neither is easy ^ork and both YL
quire foundations to think and ^ork in
new ^Hys. It THy mean reviewing the
MV\UKH[PVU»s purpose, ]alues and Z[YH[
egies; reexamining PU]estment goals;
and Jhallenging widely accepted IL
liefs about the market. -or THUy MV\U
dations, it also means establishing new
      MPUK   PU]LZ[
ment opportunities and LUJV\Yaging
others to join in.
‘DOING MORE’ IN PRACTICE:
Here are a few ^Hys in ^OPJh HJ[P]e
mission PU]estors are pushing existing
IV\UKHYPLZ!
“Going  ¹! If a majority of MV\U
dations were to begin mobilizing [OLPY
LUKVwments or PU]estment WVY[MVSPVZ

6

National Committee for Responsive Philanthropy

through mission PU]estment, billions VM
dollars could be Jhanneled [V^ard HK
dressing community needs. *VUZPKLY
that ^hile foundations together KPZWLYZL
an estimated $50 billion LHJh `ear PU
NYants, their JVSSLJ[P]e LUKVwments L_
ceed $600 billion. *\YYLU[S`, only HIV\[
one in ZL]en foundations is HJ[P]ely LU
gaged in mission PU]esting and, of [OVZL
only half are using their LUKVwed M\UKZ
to do so. ;he potential for T\Jh NYLH[LY
HJ[P]ation of foundations assets is great.
Some foundations are leading the
^Hy Iy seeking to KLWSVy 100 WLYcent
of their LUKVwment assets in support
 
 Q ZH[PZMPLK    
mission PU]estments to a small slice of
their LUKVwment or WYVNYam assets,
these PU]estors OH]e found like-minded
PU]estment HKvisors and fund THUHN
       MPUK    PU]LZ[
ments across asset classes. Once seen
as an unrealistic target, 100 WLYcent is
becoming a ^Hy to distinguish a MV\U
KH[PVU»s full commitment to mission PU
]esting in practice.
One Z\Jh foundation is KL -elicitas,
a small to medium family foundation,
^OPJh V]er the past ZL]en `ears has
JVU]erted more than 85 WLYcent of its
assets to mission-aligned PU]estments,
^hile NLULYating JVTWL[P[P]e, THYRL[
Yate returns. Its story Jhallenges the
WYL]ailing assumption that doing good
   J   
Another family foundation, the ,YPJO
& Hannah :HJhs -oundation, is KLWSV`
ing its LUKVwment through WYVNYHTYL
lated PU]estments (PRIs), ^OPJh WYV]PKL
ILSVw-market capital to community KL

]elopment and other similar VYNHUPaH
tions. Not encumbered Iy a YLX\PYLTLU[
that it SP]e in WLYWL[\P[`, the MV\UKH[PVU
has been able to LSL]ate its impact I`
YLJycling YLWHyments of principal PU[V
new PU]estments. As a result, it will OH]L
KLWSV`ed far more dollars through [OL
life of the foundation than it ^ould OH]L
Iy making grants alone.
;he likelihood that more MV\UKH[PVUZ
will be able to increase their mission PU
]estments is on the rise with the LTLY
gence of new PU]estment VWWVY[\UP[PLZ
and more mission PU]esting success Z[V
ries. One ]aluable YLZV\Yce is the MYHTL
^ork KL]eloped Iy the ;ellus 0UZ[P[\[L
called ;otal 7ortfolio (J[P]H[PVU that KL
scribes ^Hys in ^OPJh mission PU]LZ[VYZ
MPUK PU]      ^P[OPU
L]ery asset class in their portfolios.
Building new WYVK\J[Z! A second HW
WYVHJh for foundations is not simply [V
ZLHYJh for suitable mission PU]LZ[TLU[
opportunities, but also to help JYLH[L
them. In Detroit, for instance, the 2YLZNL
-oundation has partnered with 5*)
Capital Impact to create the >VVK^HYK
Corridor 0U]estment Fund, focused VU
dense, mixed-use, mixed-income PU]LZ[
ment meant to revitalize a core +L[YVP[
neighborhood. ;he fund is designed [V
offer more patient and SVwer [YHUZHJ[PVU
cost capital to deals that JVU]LU[PVUHS
J   /LK
;he Housing 7artnership Equity ;Y\Z[
(HPET), a new real estate PU]estment [Y\Z[
managed Iy the Housing 7HY[ULYZOPW
5L[^ork, YLJLP]ed important Z\WWVY[
and PU]estments from the 4HJ(Y[O\Y
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and -ord -oundations as well as 7Y\KLU
tial, Citibank and Morgan :[HUSL`. /7,;
is meant to offer a X\PJker route to IPK
ding and closing on deals, and create H
SVwer [Yansaction cost structure that ^PSS
make it easier to H[[Yact new PU]LZ[VYZ
into the affordable housing space.
In LHJh of these cases, foundation TPZ
sion PU]estors took leadership roles in JYL
ating products that better met the needs VM
end users of capital and the JVTT\UP[PLZ
 J HUZHJ[PVUZ
-ocusing on sector or WSHJL! A third Z[YH[
egy is for foundations to KYHw on [OLPY
abundance of social capital to MVJ\Z
attention and YLZV\Yces on a WHY[PJ\SHY
place or problem. -oundations are WYP]`
to a wealth of information and are ^LSS
positioned to bring KPZWHYate groups [V
^ork [VNL[OLY. Community MV\UKH[PVUZ
in both urban and Y\Yal areas are [HRPUN
the lead, for example, in identifying SV
cal needs and PU]estment VWWVY[\UP[PLZ
;hey are also JVU]ening public and WYP
]ate PU]estors to build capacity ^P[OPU
their communities and to make use VM
PU]estment capital Iy supporting JVT
  KL]  MPUHUJPHS PUZ[P[\
tions and other local organizations.
-\Y[OLY, ^hile PU]estment VWWVY[\
     E   MPUKPUN   
targeted options requires additional
internal and external JHWHJP[`. In 6Y
egon, for instance, 4L`er Memorial
;rust helped lead a partnership with the
 NV]LYUVY» VMMPJL - -HT
ily -oundation and the Mid-Columbia
Economic +L]elopment District to KL
]elop an online listing platform for LJV
nomic KL]elopment PU]estments, with
the goal of calling attention and YLK\J
ing barriers to PU]estment in areas that
THy not YLJLP]e attention from JVU]LU
tional markets. Here, the MV\UKH[PVU»s
^ork THy SL]LYage WYP]ate PU]estment
in important social goals.
-oundations can do similar ^ork
    ZLJ[VYZWLJPMPJ    ;
California Health Care -V\UKH[PVU»s
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FIGURE 1: FOUNDATION ENGAGEMENT IN MISSION INVESTING, 2011

4HYRL[Yate Mission-related
0U]estments (MRIs) – 

5V


@LZ


Both PRIs and MRIs – 

7YVNYHTYLSH[LK
0U]estments (PRIs) – 

:V\YJL: ;he Foundation Center, 2ey Facts on Mission In]esting, 2011.
Based on the responses of 1,195 foundations.

(CHCF) PU]estment WYactice in health
care KLSP]ery to poor or otherwise KPM
MPJ\S[[VYLH          
create a new H]enue for mission PU]LZ[
ment that KYHws on the combination of
[LJ  MPUHUJPHS  N
has culti]ated in-house.
;hese three HWWYVHJhes PSS\Z[Yate
OVw MVY^ard-thinking foundations are
pushing the limits of existing PU]LZ[
ment markets. Going 100 WLYcent JOHS
lenges JVU]entional portfolio THUHNL
ment and pushes demand for mission
PU]estment opportunities; building new
       PUUV]H[P] MPUHUJPUN
Z[Yategies and solutions Z\Jh as JYLH[
ing new funds or other PU]estment ]L
hicles; sector and place-based PU]LZ[
ing necessitates engaging KP]erse asset
Vwners and JPvic leaders to address
problems and ZLY]e markets that are
V]erlooked or \UKLY]alued Iy JVU]LU
tional PU]estors. ;hese Z[Yategies, and
others, can expand ^hat is possible
to HJOPL]e with mission PU]esting and
highlight for new LU[Yants OVw ]PIYant
and creati]e mission in]esting can be.
WHAT ELSE IS NEEDED?
Adoption of mission PU]esting, and PU
UV]    MPLSK     
Iy foundations, PU]estor JPYcles, Z\W

port organizations, PU]estment HK]P
sors, fund managers and YLZLHYJhers
KL]eloping case studies and publishing
reports. ;he recent Sonen report, ,]VS\
tion of an Impact 7VY[MVSPV on the JVU
]ersion of the KL -elicitas -V\UKH[PVU»s
portfolio to a mission-focused portfolio
NLULYating market Yate returns is OLSW
ing to dispel preconceptions about the
limits of mission PU]esting. ;he -).
Heron -V\UKH[PVU»s proclamation ;he
>orld Has Changed and So Must >L
is a call to action for all foundations
and an indication that /LYVU»s JVTTP[
ment to mission PU]esting goes IL`ond
simply in]esting its own portfolio.
9LJLU[S`, Mission 0U]estors ,_JOHUNL
JVSSHIVYated with the Council on -V\U
dations to KL]elop a Community -V\U
dation -ield Guide to Impact 0U]LZ[PUN
that details the steps required to KLZPNU
and implement a mission PU]esting WYV
NYam. In THUy ^Hys, simply KLT`Z[PM`
ing the process can go a long wH`
/V^L]LY, barriers still remain, PU
cluding the continued dependence of
THUy foundations on PU]estment HK]P
sors ^ho SHJk deep understanding or a
commitment to mission PU]esting. /H]
ing RUVwledgeable partners and HK]P
sors ^ho will ZLHYJh out PU]estments
that are aligned with mission is critical.
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FIGURE 2: HOW DO WE FUND OUR GOAL?

THE WAY FORWARD
? KLMPUP[PVU       IV\UK
aries of ^OH[»s possible in mission PU
]esting is not a path of least resistance
for foundations or an easy undertaking.
But we think the effort can bring real
YL^ards Iy bringing more YLZV\Yces to
  KPMMPJ\S[        
LUJV\Yaging inno]H[P]e new approacO
es and partnerships that ^V\SKU»t V[OLY
wise see the light of da`. Q
7eter Berliner is managing director of 4PZ
sion 0U]estors ,_Jhange. +Hvid >ood PZ
director of the 0UP[PH[P]e for 9LZWVUZPISL
0U]LZ[TLU[

Notes
:V\YJL: ;ides, O[[W!ISVN[PKLZVYNWYVNYHTYLSH[LK
PU]LZ[TLU[JOHUNPUNI\ZPULZZHZ\Z\HSMVYWOPSHU[OYVW`

;  TH   MPUKPUN  HK/  
or creating new PUJLU[P]es to redesign
existing relationships.
Shifting WYactice [V^ard mission PU
]esting has costs that need to be YLJVN
nized and supported. ;he more PUUV]H
[P]e or ambitious the goal, the NYLH[LY
 MPUHUJPHS JHWP[HS
commitments, particularly in early Z[HNLZ
Equally important is for foundations,

and philanthropists in NLULYal, to \U
derstand and LTIYace the reality that
they are uniquely positioned to WYVvide
the SVUNYange vision, skills and YL
ZV\Yces, and patient capital needed to
bridge the inevitably long distance IL
tween ideas and execution. ;o do this,
they need to KL]elop both coherent
Z[Yategies and garner support of their
key stakeholders and constituents.

1.

2.

3.

4.

See https://www.missioninvestors.org/
tools/total-portfolio-activation-a-framework-for-creating-social-and-environmental-impact-across.
See https://www.missioninvestors.org/
tools/evolution-of-an-impact-portfoliofrom-implementation-to-results
See https://www.missioninvestors.
org/system/ﬁles/tools/the-world-haschanged-and-so-must-we-clara-miller-f-bheron-foundation.pdf.
See https://www.missioninvestors.org/
CommunityFoundationFieldGuide.

IMPACT INVESTING BY SMALL FOUNDATIONS
Because mission investing is not reported on foundation tax returns, it’s challenging to get accurate ﬁgures about the extent to which
U.S. philanthropies engage in the practice. Survey data is the best we can get.
According to the Association of Small Foundations, about 1 in 10 (11 percent) of small foundations engage in impact investing.

Impact Investment Type

Of Foundations Reporting Impact Investing,
Average Percentage Practicing Each Approach

Screens on stocks, bonds or mutual funds

59%

Direct investments on private companies or funds

31%

Deposits at Community Development Financial Institutions

10%

:V\YJL! Association of Small FV\UKH[PVUZ 2013 Foundation Operations and Management Report,
O[[W!^^^ZTHSSMV\UKH[PVUZVYN[VVSZYLZV\YJLZKH[HHUKYLZLHYJOMV\UKH[PVUVWLYations-and-management-report/.
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Leveraging Impact with Catalytic First-Loss Capital
By Amit Bouri and Abhilash Mudaliar

;he article ILSVw is excerpted and JVU
densed from an issue brief on catalytic
MPYZ[SVZZ   I .SVI
al Impact In]esting Network.
In the nascent but NYVwing impact PU
]estment market, some PU]estment VW
portunities that OH]e strong potential
for social or LUvironmental impact are
WLYJLP] OH/   MPUHUJPHS  
While some are seen as not WYVK\J
 Z\MMPJPLU[ MPUHUJPHS    
SL]el of risk, others suffer from a SHJk
of information or [YHJk record NP]en the
VWWVY[\UP[`»s UV]LS[`. 0UUV]H[P]e credit
enhancement, ^OPJh is a common MLH
 [Y   MPUHUJPHS  
LUJV\Y   MS         
PU]estment opportunities Iy PTWYVving
    WYVMPSLZ    PU
centing more in]estors to coin]LZ[
AN INNOVATIVE TOOL TO REDUCE
RISK AND CATALYZE IMPACT
   MPYZ[SVZZ    !NO  VUL
particular credit enhancement tool [OH[
has gained prominence of late. 0TWHJ[
PU]estors are experimenting with CFLC PU
PUUV]H[P]e ^Hys to reduce risk, HK]HUJL
social and LUvironmental VIQLJ[P]es \Z
ing JVTTLYcial capital and stimulate PU
]estment activity in new markets.
CFLC, ^OPJh can be PUJVYWVYH[LK
into a capital structure via a Yange of PU
struments, including NYants, LX\P[`, Z\I
ordinated debt and N\HYantees, is ILZ[
KLMPULK I [^     -    PZ
catalytic: By PTWYVving the YLJPWPLU[»Z
! -    KLMPUP[PVU YVSLZ
 V WYVMPSL NO  ;  [OL

Responsive Philanthropy

participation of PU]estors that V[OLY^PZL
^ould not OH]e participated. Second, P[
is W\YWVZLKYP]en: CFLC aims to JOHUULS
JVTTLYcial capital [V^ard the HJOPL]L
ment of certain social or LU]PYVUTLU[HS
outcomes. In addition, often – though UV[
HS^Hys – the purpose can be to KLTVU
Z[Yate the JVTTLYcial viability of PU]LZ[
ing into a particular market.

“Philanthropy must
do what it does best:
peel back the ﬁrst
layer of risk,
and experiment
where other sectors
cannot, making
development and
commercial investment
dollars more
productive and
less risky.”1
—Dr. Judith Rodin, president
The Rockefeller Foundation

7YVviders are the Jhief WYV[HNVUPZ[Z
of CFLC in impact PU]esting: ;heir HIPS
ity and willingness to offer protection [V
other PU]estors are the most PTWVY[HU[
    KYP/       MS ^Z
via Z\Jh structures. 7YVviders tend to IL
strongly aligned with the PU]LZ[LL»s ZV
cial or LUvironmental goals and [OLVY`
of Jhange. (KKP[PVUHSS`, they are ^PSSPUN
   MPUHUJPHS   YL[\YU
  KYP/   [V^   UVUMPUHUJPH 
VIQLJ[P]es. .P]en these JOHYHJ[LYPZ[PJZ
foundations are particularly ^LSSWVZP
tioned to WSHy the role of CFLC WYV]PKLY
BENEFITS FOR BOTH PROVIDERS
AND RECIPIENTS
7YVviders and recipients both can ILU
LMP[ ]  ^H I     
CFLC trHUZHJ[PVUZ
;   ILULMP[   WYV/   PZ
that CFLC can enable them to SL]LYHNL
far greater ]olumes of capital to HKKYLZZ
target social or LUvironmental JOHSSLUNLZ
than they could mobilize on their V^U
;o the extent that the opportunity is UV[
seen to OH]e potential to become JVT
TLYcially viable in the foreseeable M\[\YL
continuous and ongoing credit LUOHUJL
ment will be required to maintain [OL
PUMS   JVTTLY      " ZVTL
cases, OV^L]LY, CFLC can help bridge PU
formation asymmetries and help KL]LSVW
new markets. Some PU]estors, Z\Jh HZ
foundations and NV]ernments, often OH]L
JVUZPKLYable experience in certain ZLJ
tors and regions ^here more YPZRH]LYZL
PU]estors, Z\Jh as banks or PUZ[P[\[PVUHS
PU]estors, OH]e limited experience. 0U]LZ
tors unfamiliar with these markets TH`
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FIGURE 1: RECIPIENTS AND PROVIDERS OF PROTECTION
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ILSPL]e PU]estment risks to be NYLH[LY
than they actually are, and THy thus IL
unwilling to in]LZ[
  ILULMP[ NO [V
KYHw those PU]estors into the market HUK
KLTVUZ[Y  MPUHUJPHS /  <"[OL
PU]estment performance is sound, it JHU
lead PU]estors to alter their YPZRYL[\YU
expectations and to subsequently YLPU
]est in the same market with YLK\JLK
or potentially no, credit LUOHUJLTLU[

By doing either or both of the HIV]e [^V
– HJhieving SL]LYage and KLTVUZ[YH[PUN
JVTTLY  /   ILULMP[ MVY
WYVviders is that they can Jhannel TVYL
of their Vwn ZJHYce capital [V^ard V[OLY
areas ^here the JVTTLYcial case is SLZZ
WYV]en. Last, but not least, CFLC OLSWZ
PTWYV]e the terms at ^OPJh PU]LZ[LLZ
can access capital.
-     THILULMP 
in a couple of ^Hys. -irst, though [OL`

NN
O
C

THy be TV[P]ated Iy an PU]LZ[TLU[»Z
potential social or LUvironmental PT
pact, they THy be subject to TLL[PUN
ZWLJPMPJ      PUJS\KPUN
   IMPK\JPHY` JVUZ[YHPU[Z
In the absence of credit LUOHUJLTLU[
certain impact PU]estment VWWVY[\UP[PLZ
THy fall outside these bounds. By YLK\J
ing recipients’ potential loss from an PU
]estment, CFLC PTWYV]es the YPZR¶YL[\YU
WYVMPSL       PU
cent or enable recipients to PU]est, [O\Z
expanding their uni]erse of potential in
]       :WLJPMPJ L_WLY
tise that the WYVvider THy bring to [OL
table – Z\Jh as RUVwledge of the THYRL[
or capabilities around impact TLHZ\YL
ment – can ^ork to further reduce YPZR
4VYLV]LY, Iy PU]esting with CFLC, YL
     MPYZ[T ]RUV^SLKNL
of a new or nascent market, with [OL
comfort of some downside protection.
0[»s important for WYVviders to \UKLY
stand that P[»s often ]aluable, ^hen [Y`PUN
to entice others to ^ade into \UJOHY[LK
^aters, to present them with an VWWVY
           MPYZ[ Y [OHU
requiring them to plunge right in. *-3*
enables this in a very pragmatic wH`

ECT WITH NC
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; >0; ;,9
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Or sign up for our email list at
^^^UJYWVYN[HRLHJ[PVUZPNU\W
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ADDRESSING CONCERNS
PROACTIVELY
"    ¸MPYZ[
loss capital” does carry some ULNH[P]e
connotations. In some JPYcles it is seen
as “dumb TVUL`” i.e., money that is
WYVvided solely to PTWYV]e a [YHUZHJ
[PVU»  MPUHUJPHS WYVMPSL    PU]LZ
      HU     ILULMP[Z
for the WYV]PKLY. ;here also are TVYal
;  <?WYV/   MPYZ[SVZZ
am I LUJV\Yaging potentially WLY]erse
risk-taking ILOHvior? -PUHSS`, there is a
concern that Z\Jh subsidies might KPZ
tort markets.
;o WYVHJ[P]ely address these WV[LU
tial risks, WYVviders should keep ZL]LYal
important JVUZPKLYations in mind, both
^hen structuring and then managing
[Yansactions that incorporate CFLC:
 *SLHYS` ZL[ L_WLJ[H[PVUZ \W MYVU[
If the WYVvider aims to catalyze VY
KLTVUZ[Yate a JVTTLYcial THYRL[
it should communicate this and ZLLR
understanding that if the PU]LZ[TLU[
performs, the recipient will PU]LZ[
with less or potentially no loss WYV
tection in the future. :PTPSHYS`, [OL
WYVvider should be prepared to THRL
additional, though perhaps KPTPUPZO
ing, commitments until the KLZPYLK
market KL]elopment is HJOPL]ed. )`
setting expectations up front, the WYV
vider can dissuade potential PU]LZ
tors from predicating PU]estment VU
CFLC support, as well as address [OL
potential TPZWLYception that CFLC PZ
necessary in the market, LZWLJPHSS`
^hen no longer wHYYHU[LK
 .P]LJHYLM\SJVUZPKLYH[PVU[VZ[Y\J
ture. 0KLHSS`  MPYZ[SVZ 
protection WYVvided should be UV
greater than ^hat is necessary [V
induce JVTTLYcial capital to PU
]       Z\MMPJPLU[ [V
HJOPL]e desired goals. ;he VIQLJ[P]L
is not to structure all the risk out VM
a particular PU]estment. <S[PTH[LS`
the SL]el of CFLC protection in HU`
NP]en [Yansaction will be a ULNV[PH[LK

Responsive Philanthropy

term KLYP]ed from the UH[\Yal [LU
sion between the WYV]PKLY»s PTWHJ[
goals and budget and the YLJPWPLU[»Z
risk-return VIQLJ[P]es and TPZZPVU
alignment. ;o the extent that WHY[PLZ
are candid about their L_WLJ[H[PVUZ
and goals, a negotiated process ^PSS
lead to determining the TPUPT\T
amount of CFLC needed to JVTWSL[L
the [Yansaction. ;he current WH\JP[`
of data on [Yansactions PUJVYWVYH[PUN
NO THU     KPM 
cult to create ILUJhmarks, but TVYL
market data V]er time will JLY[HPUS`
help to determine appropriate YHUNLZ
in WYactice. ;he Global Impact 0U
]esting 5L[^ork (GIIN) recently W\I
lished a report on the use of CFLC PU
impact PU]esting, ^OPJh WYVvides KL
   MP  ]  [Y    [OH[
PUJVYWVYate CFLC in their structures.
 ,_WSVYLT\S[PSH`LYPU]LZ[PUN-V\U
dations are uniquely positioned to
not just WYVvide credit enhancement
(using their PRI budgets) but also
to PU]est in more senior positions
through their LUKVwment. By PU]LZ[
ing in multiple SH`ers, a foundation
can ^ork to ensure alignment and
balance (to the extent that they THy
KP]erge) among the PUJLU[P]es of KPM
ferent pla`ers in different la`LYZ
All in all, CFLC presents as an H[[YHJ
[P]e tool for foundations and JVTTLY
   PU]         HJOPL]  
   J     Q

Investing to Protect the
World’s Climate
;he following foundations ha]e
pledged to di]est from fossil fuel
companies and in]est a portion
of their assets in the clean energy
LJVUVTy under the Di]LZ[0U]est
7OPSHU[OYVWy initiati]e:
Ben & JLYY`»s Foundation, Inc.
;he Chorus FV\UKH[PVU
Compton FV\UKH[PVU
;he Educational Foundation of
(TLYPJH
.Yanary FV\UKH[PVU
1essie Smith No`es FV\UKH[PVU
;he John MerJk Fund
1oseph Rowntree Charitable ;Y\Z[
KL Felicitas FV\UKH[PVU
Nia Community FV\UKH[PVU
7ark Foundation, Inc.
;he Russell Family FV\UKH[PVU
;he Schmidt Family FV\UKH[PVU

Amit Bouri is managing director and
Abhilash Mudaliar is YLZLHYJh manager
at Global Impact 0U]esting 5L[^ork.
;  
  MPYZ[SVZZ
capital is H]ailable for free KVwnload at
^^^[OLNPPUVYN

Notes
1.

Dr. Rodin’s keynote address during the
G8 Social Impact Investment Forum,
held in London on June 6, 2013.

;he Sierra Club FV\UKH[PVU
Singing Field FV\UKH[PVU
Solidago FV\UKH[PVU
>allace Global Fund
-or more information, please visit
O[[W!^^^KP]LZ[PU]LZ[VYNWOPSHU[OYVW`
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Additional Resources for Foundations
Interested in Mission Investing
ASSOCIATION OF SMALL FOUNDATIONS
^^^ZTHSSMV\UKH[PVUZVYN[VVSZYLZV\YJLZIYV^ZLI`[VWPJ
PU]LZ[TLU[ZPTWHJ[PU]LZ[PUN
ASF is a membership organization of donors, trustees, LT
WSV`ees and consultants of foundations that OH]e few or no
staff. Its website includes a YLZV\Yce page on mission PU]LZ[
ing that [HJkles a ]ariety of topics Z\Jh as a Z[LWIy-step WYV
cess for getting started in MI, engaging with trustees and a
handbook on responsible in]estments across asset classes.
AS YOU SOW
^^^HZ`V\ZV^.org
As @ou :Vw promotes LUvironmental and social JVYWVYate YL
sponsibility through shareholder HK]VJHJ`, coalition building
and PUUV]H[P]e legal Z[Yategies. It builds coalitions with ZOHYL
holder allies including socially responsible PU]estors (SRIs),
pension funds, labor groups, foundations and faith-based
PU]estor communities to educate and LUJV\Yage companies
to reform policies and WYactices with ULNH[P]e LUvironmental
      "       PUZ\MMPJPLU[  MPSLZ
shareholder resolutions and YLHJhes out to institutional PU]LZ
tors, media outlets and proxy analysts to Yaise H^areness and
HK]ocate for cOHUNL
CERES
^^^JLYLZVYN
  UVUWYVMP[   ;   ;    PU
]estor leadership on climate Jhange, ^ater ZJHYcity and other
sustainability Jhallenges. Ceres directs the 0U]estor 5L[^ork
on Climate Risk (INCR), a UL[^ork of V]er 100 institutional
PU]estors with JVSSLJ[P]e assets totaling more than $11 trillion.
Ceres also directs Business for 0UUV]H[P]e Climate & Energy
7VSPJy (BICEP), an HK]VJHJy coalition of nearly 30 businesses
committed to ^orking with WVSPJymakers to pass meaningful
energy and climate legislation.
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CONFLUENCE PHILANTHROPY
^^^JVUMS\LUJLWOPSHU[OYV `VYN
?   Q @         *VUMS\LUJL
7OPSHU[OYVWy is a UL[^ork of more than 200 WYP]ate, public
and community foundations that are committed to TVving
WOPSHU[OYVWy [V^ards mission-aligned PU]estments. -rom its
annual conference, to webinars and [Yainings, to ^orking
     ZWLJPMPJ   PU] J 
Z[Y  *VUMS\LUJL WYVNY [Y    JVU
     "   ;HMMPUP[`  
of the Council on Foundations.
DIVEST-INVEST PHILANTHROPY
^^^KP]LZ[PU]LZ[VYN
+P]LZ[0U]est 7OPSHU[OYVWy is a coalition of U.S. and global
foundations pledged to KP]est from fossil fuel companies and
PU]est a portion of their assets in the clean energy LJVUVT`.
;hey are calling for other philanthropies to join them. -V\U
dations UVw join the Yapidly NYVwing KP]estment TV]ement
among colleges, cities, states, pension funds and religious PU
stitutions, a moral mo]ement of our time.
GLOBAL IMPACT INVESTING NETWORK (GIIN)
^^^.thegiin.org
A sponsored project 9VJkefeller 7OPSHU[OYVWy (Kvisors, GIIN
addresses systemic barriers to LMMLJ[P]e impact PU]esting Iy
building critical PUMYastructure and KL]eloping HJ[Pvities, LK\
cation and YLZLHYJh that H[[Yact more PU]estment capital to
WV]erty alleviation and LUvironmental solutions. .005H\
thored publications are H]ailable online along with an Impact
0U] 7YVMPSL   PU]          
upcoming events. GIIN is based in New @VYR
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FOUNDATION CENTER’S TOPICAL RESOURCE LIST
FOR GRANTMAKERS
^^^MV\UKH[PVUJLU[LYVYNNYHU[THRLYZ[VWPJHSYLZV\YJLZ
list20.html
;he -oundation *LU[LY»s mission-related PU]esting YLZV\Yce
list includes ZL]LYal publications on a Yange of topics related
to MRI published Iy the Center and others in the sector Z\Jh
as 9VJkefeller 7OPSHU[OYVWy (Kvisors, FSG Social Impact (K
visors, the Association of Small -oundations, Blueprint 9L
ZLHYJh & Design and Social In]estment FVY\T
INITIATIVE FOR RESPONSIBLE INVESTMENT
^^^OH\ZLYJLU[LY.org/iri
;he 0UP[PH[P]e for Responsible 0U]estment at /HY]ard <UP]LY
ZP[`»s Hauser Institute for *Pvil Society ZLY]es as a YLZLHYJh
center on fundamental issues and theories underlying the
  MPUHUJPHS        
asset classes, ^hile creating a stronger society and a healthier
LUvironment. It is in partnership with Mission 0U]estors ,_
Jhange (see ILSVw) to promote the use of PU]estments as tools
for foundations to acOPL]e philanthropic goals.

THE FORUM FOR SUSTAINABLE AND
RESPONSIBLE INVESTMENT (US-SIF)
^^^.ussif.org/
US SIF is the U.S. membership association for professionals,
MPYTZ         ;          
and responsible PU]esting. US SIF and its members HK]ance
PU]estment WYactices that consider LUvironmental, social and
JVYWVYate NV]ernance (ESG) criteria to NLULYate long-term
JVTWL[P[P] MPUHUJPHS    WVZP[P]    
;he “Education Center” on its website includes a suite of YL
ZV\Yces Z\Jh as online and SP]e courses and numerous W\I
lications. It has published a YLZV\Yce guide for foundations
titled “Mission in the Marketplace.¹
WALDEN ASSET MANAGEMENT
O[[W!^^^^HSKLUHZZL[TNT[JVT
>alden Asset Management is the largest institutional PU]LZ[
ment manager in the sustainable and responsible PU]estment
(SRI) PUK\Z[Y`. It is the SRI WYactice of LTWSV`LLVwned )VZ
ton ;rust & 0U]estment Management *VTWHUy and has been
WYVviding portfolio management services to socially YLZWVU
ZP]e in]estors since 1975.

MISSION INVESTORS EXCHANGE (MIE)
^^^TPZZPVUPU]estors.org
A project of 7OPSHU[OYVWy Northwest, the Seattle-based 4PZ
hropic PUUV]ators
sion 0U]estors ,_Jhange is ^here philanthropic
L_Jhange ideas, tools and experiences to increase
ncrease the impact
n 200 foundations
of their capital. Members include more than
and mission PU]esting organizations. MIE offers ^orkshops,
nstitute, a biennial
webinars, a [OYLLKHy Mission 0U]esting Institute,
national conference and UL[^orking L]entss Z\Jh as VULKHy
IYPLMPUNZ ^    
     HM
HM
MPUP[`    "  Z[Y 
   

0UP[PH[P]e for Responsible 0U]estment (IRI) of the Hauser 0UZ[P
tute for Civil Society at Harvard Uni]ersity (see abo]L
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Pooled Funds: The Invisible Wall Standing Between
Your Foundation and True Mission Alignment
By Dana Lanza and Sarah DeNicola

  &&  MPLSK  TPZZPVUYL
lated PU]esting has expanded IL`VUK
^HU`   *VUMS\LUJ 
7OPSHU[OYVW`, we OH]e participated PU
the TV]ement of more than $2 IPSSPVU
in institutional commitments to [OL
WYactice as foundations ¸JHY]e V\[¹
portions of their LUKVwments to [LZ[
the V]LYall premise of managing PU
]estment portfolios along social HUK
LUvironmental criteria, and with WVZP
[P]J   
While THUy foundations are OPNO
ly TV[P]ated Iy the notion of JYLH[
ing “impact” IL`ond ^hat could IL
HJOPL]ed with NYant dollars [OYV\NO
the use of concessionary capital ^P[O
the potential to SL]LYage other RPUKZ
of PU]estments, others are JVUJLYULK
primarily with being responsible PU
]LZ[VYZ in the ^Hy in ^OPJh [OL`
manage PU]estments. As with THU`
things in the ^orld, subtle lines HYL
KYH ] PUMS\LUJ 
of these [^o HWWYVHJhes, neither VM
^OPJh is mutually L_JS\ZP]e, ILJH\ZL
deep in our hearts we RUVw that L]LY`
Jharitable organization should be KV
ing both.
@et, the discourse tends to WP]ot
around these [^o polarities, JVTWSL[L
ly sidestepping one of the most WYLZZ
ing issues in mission-related PU]esting
[VKHy: the pooling of funds. ;he J\Y
rent ^Hy in ^OPJh THUy pooled funds
are managed is the PUvisible ^all that
stands between LTWVwered, TPZZPVU
aligned in]estors and their intentions.
Most foundations hold PU]LZ[TLU[Z
in pooled funds, ^OPJh aggregate PU
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]estments from THUy PUKPvidual PU
]estors – offering SVwer [Yading JVZ[Z
 
KP]LYZPMPJH[PVU SV^LYJVZ[
professional money THUHNLTLU[
/V^L]LY, as more foundations seek [V
align their PU]estments with their ]HS
ues, they come up against PUZ[P[\[PVU
 ;  MPUK OH]L
TLJ   PUMS\LUJL -VY
example, foundations seeking to ]V[L
their Z[VJks along LUvironmental, ZV
cial or NV]ernance guidelines THy UV[
be able to do so within certain M\UKZ
because Vwnership is held in the JVS
SLJ[P]e. A second case in point: LU
KVwments seeking to KP]est from JLY
tain fossil fuel companies or sectors VM
the industry THy not be able to do ZV

The power
a foundation holds
as a shareholder
is effectively stripped
and its investment
dollars, more often than
not, will contribute to
unsustainable
business practices
and outcomes.

because they cannot select PUKP]PK\HS
PU]estments in a pooled fund.
Since funds from multiple PU]LZ
tors are aggregated into one pool VM
TVUL`, fund managers ]ote WYV_PLZ
on behalf of HSS the PU]estors HJJVYK
      KLMPUP[PVU  MPK\JPHY 
K\[`. ;his means that the WVwer H
foundation holds as a shareholder PZ
LMMLJ[P]ely stripped, and its Vwn PU
]estment dollars, more often than UV[
will contribute to unsustainable I\ZP
ness practices and outcomes.
 *VUMS\LUJL    E 
that a majority of foundations, and
especially small to midsize MV\UKH
tions, are PU]ested (often OLHvily) in
pooled fund structures. In THUy cases,
these PU]estments were made prior to
the new LYa in mission-related PU]LZ[
ing and without T\Jh JVUZPKLYation
for questions of Vwnership or PU]estor
PUMS\LUJL ;LS\ZP]   SV
 MPUHUJPHS   
cited as the TV[P]ation for Z\Jh sorts of
PU]LZ[TLU[Z
It is of utmost importance for MV\U
dations to RUVw ^hat they V^U. In a
small-sample landscape analysis Iy
*VUMS\LUJL 7OPSHU[OYVW`» 4 E:[L^
ardship 0UP[PH[P]e of 50 foundations that
WYactice mission-related PU]esting, HW
proximately one-fourth of Z\Y]ey YL
spondents reported that they did not
RUVw if their foundation ^as PU]ested
in pooled funds, or that it ^as too KPM
MPJ\S[    PUMVYTH[PVU Simply
getting full and [Yansparent information
from PU]estment HKvisors can be quite
 J     
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;he uncomfortable reality is that the
PUvisible ^all of pooled funds not only
WYL]ents foundations from true mission
alignment, it also hamstrings the HIPS
ity to truly RUVw and take YLZWVUZPIPS
ity for ^hat `ou Vwn, unless `ou are
   ZWLJPMPJHSS`     
LUvironmental, social and NV]ernance
(ESG) criteria. Most LUKVwments are
OLHvily PU]ested in the fossil fuel PUK\Z
try (in some cases HWWYVHJhing L]en 7
WLYcent of assets), and others THy be
in surprising PU]estments Z\Jh as the
prison PUK\Z[Y`, GMO-producing HNYP
business VY, gosh, L]en adult LU[LY[HPU
ment! @et, OVWLM\SS`, ]ery few donors,
were they able to make intentional PU
]estment Jhoices, ^ould L]er Jhoose
these forms of in]LZ[TLU[
;his PUvisible ^all LMMLJ[P]ely WYL
]ents asset Vwners from L_LYcising their
rights and responsibilities as ZOHYLOVSK
ers. ;his has deep implications for one
of what we believe to be the central tenets of mission-related PU]esting: RUV^
PUN ^hat `ou Vwn and V^UPUN ^hat `ou
Vwn. -or impact PU]esting to KLSP]er on
its promises, impact PU]estors must take
responsibility for the entirety of their PU
]estments, beginning with [HJkling the
Z[PJRy issue of pooled funds.
DIFFERENCES IN DEFINITIONS:
Mission-Aligned, Impact Investing,
Socially Responsible Investing
While terms like “impact PU]esting”
and “responsible PU]esting” often are
used PU[LYJOHUNLHIS`, important KPZ
        *VUMS\LUJL
7OPSHU[OYVWy refers to the true potential
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of impact PU]esting as “mission HSPNU
TLU[” ^herein all of an VYNHUPaH[PVU»s
assets are in alignment with its mission
and ]alues. 4PZZPVUKYP]en PU]estments
are those created primarily for social or
LUvironmental performance (although
they THy be ILSVw or market Yate PU
]LZ[TLU[Z
“Impact PU]LZ[PUN” as P[»s currently
being KLWSV`ed, usually refers to direct
PU]estments in WYP]ate equity or JVUJLZ
sionary loans Z\Jh as WYVNYam-related
PU]estments, angel PU]estments or loan
N\HYantees. “Socially responsible PU
]estment (SRI)” refers to OVw cash is
managed, proxy ]oting, shareholder
engagement and WVZP[P]e and ULNH[P]e
screening. /V^L]LY, it is important to
    KLMPUP[PVUZ   
 MPLSK      ` 
YLHJhed. ;he Stanford Social 0UUV]ation
9L]PL^»Z -all 2013 JV]er article KPZ
WSH Y  KLMPUP[PVUZ  M\UKH
mental differences. 7aul Brest and 2elly
)VYU»s assertion that an “impact PU]LZ
        ILULMPJPHS   

outcomes that ^ould not occur but for
his PU]estment in a social enterprise”
  MS\YY`        
jury is still out.
THE CONFLUENCE PHILANTHROPY
APPROACH: MISSION ALIGNMENT
*VUMS\LUJL 7OPSHU[OYVW ^   [V
TV]MPLSK WOPSHU[OYVW[V^HYK
mission alignment. ;his means [OL
use of high-impact, TPZZPVUKYP]LU
PU]estments ^hen possible and WY\
dent, and the WYactice of YLZWVUZPISL
PU]estment along ESG guidelines L]
LY`^here else.
So, OVw can foundations ensure that
their PU]estments, at the ]ery least, are
not ^orking in opposition to their TPZ
sion and ]alues? ,]en M\Y[OLY, OVw can
foundations actually harness their WV^
er as asset Vwners to contribute [V^ard
the social and LUvironmental outcomes
they seek?
*VUMS\LUJL 7OPSHU[OYVW`»  7YV_`
:[L^ardship 0UP[PH[P]e ^orks to HKKYLZZ
the issue of pooled funds and to Z\WWVY[
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LUKVwments in being able to ]ote [OLPY
proxies in accordance with their V^U
]alues. ;he PUP[PH[P]e aims to WYVvide LU
KVwments with a deeper \UKLYZ[HUKPUN
of ^hat pooled funds are, OVw they HYL
used and OVw foundations and PUKP]PK\
als can take action to^ard aligning their
money with their missions.
;he PUP[PH[P]e has KL]eloped a ZL[
of \UP]ersal proxy ]oting N\PKLSPULZ
that LUKVwments can JVSSLJ[P]LS`
bring to fund managers, as well as H
set of tools and YLZV\Yces to Z\WWVY[
these efforts. At a minimum, [OLZL
]oting guidelines and tools will OLSW
foundations to initiate these PTWVY
tant JVU]ersations, ^OPJh often JHU
set Jhange in motion. /V^L]LY, ^P[O
out addressing the problem of WVVSLK
funds, true mission alignment JHU
not be HJOPL]ed and impact PU]LZ[PUN

THy be falling into the same [Yaps HZ
the original 95 WLYcent – ^herein [OL
majority of WVwer is held in large HUK
\U[V\Jhable PU]estment Z[Y\J[\YLZ
and a small portion of funds is HSSV
cated to creating positi]e impact.
<S[PTH[LS`, more ^ork is needed to
increase the ability of foundations to
WYactice discretion in their portfolios
and to truly Vwn ^hat they V^U. Not
only must WOPSHU[OYVWy Jhange, but the
        
nancial PUK\Z[Y`. @et, without doing so,
YLNYL[[HIS`, there will UL]er be JVT
WYLOLUZP]e market TVving, and impact
and impact PU]esting will remain an VY
nament on the PU]estment portfolios of
WYVNYLZZP]e endowments. Q

 *VUMS\LUJL 7OPSHU[OYVW` -  
information about the Proxy :[L^HYK
0UP[PH[P] KHUH'JVUMS\L 
JLWOPSHU[OYVW`VYN

Notes
1.

2.
3.

4.

Dana Lanza is CEO and :HYah +L5PJ
ola is membership WYVNYam manager

By “responsible investing”, we refer to
the use of screened funds, proxy voting,
shareholder engagement, active ownership and the ways in which cash is
managed.
See www.investopedia.com.
“Proxy Stewardship Project: Landscape
Scan.” Proxy Stewardship Initiative (NY
and Oakland: Conﬂuence Philanthropy,
Fall 2013).
Paul Brest and Kelly Born, “When Can
Impact Investing Create Real Impact?”,
Stanford Social Innovation Review, Vol.
11, No. 4, pp. 22–31, Fall 2013.

2014 NCRP

AWARDS
NOMINATE U.S. GRANTMAKERS FOR OUTSTANDING WORK
FOR THE 2014 NCRP IMPACT AWARDS
>e ^ant to hear from @OU! >OPJh foundations had the greatest impact HUK
made WVZP[P]e, lasting Jhange in 2013? >OPJh foundations took steps to SLHK
IE KLMPUL  
 E   ZLJ[VY&
Learn more and submit your nominations at
^^^UJYWVYNPTWHJ[H^HYKZJHSSMVYUVTPUH[PVUZ
+LHKSPULMVYUVTPUH[PVUZPZ4HYJO
Questions? Contact Kourtney Ginn at kginn@ncrp.org
or (202) 387-9177 x16.
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Park Foundation’s Engagement with Mission-Related Investing
(continued from page 1)
example, ^orked to abolish forest JSLHY
cutting, WYL]ent the use of NLUL[PJHSS`
TVKPMPLK       E   PU
our ^H[LY^Hys if the foundation at [OL
same time ^as PU]ested in JVYWVYH
tions responsible for these LNYLNPV\Z
WYHJ[PJLZ
In 2004, ^hile participating in a
9VJkefeller philanthropic ^orkshop in
Berlin, .LYTHU`, Gomer ^as exposed
to the concept of socially responsible
PU]esting or SRI. She found that ,\YV
peans were ahead of the United States
on this front. When she returned to the
states, Gomer decided to YLPU]est her
personal portfolio in a ^Hy that ^ould
not harm people and the LUvironment.
Pleased with the performance of her
new portfolio, she took on the JOHS
lenge of JVUvincing the foundation to
MVSSVw suit.
It took time to shift 7ark -V\UKH
[PVU»s PU]estment Z[YH[LN`. -or a KL
cade, Gomer PUvited experts in [OL
SRI HWWYVHJh to make WYLZLU[H[PVUZ
at board meetings. Among them ^LYL
1ed Emerson, RUVwn as a [OV\NO[
      MPUHUJL PTWHJ[
PU]esting and Z[Yategic WOPSHU[OYVW`"
Caroline >illiams of the Nathan *\T
mings -oundation, ^ho introduced [OL
concept of screening funds; and +H]PK
Blood and 7eter Knight, ^ho OLSWLK
KYP]e the engine behind Al .VYL»Z
.LULYation Fund.
;he 7ark trustees were impressed
Iy these spokespeople. In 2006, they
implemented basic screening and
tested the ^aters Iy making a small PU
]estment in the .LULYation Fund – the
MV\UKH[PVU» MPYZ[ G";M\UK» WLYMVY
mance ^as WVZP[P]e, and it held up well
during the 2008 JYash. ;he .LULYation
Fund has continued to do well and has
helped to dispel the Tyth that SRI QLVW
ardizes return.
Adelaide 7ark .VTLY»s NYHU[THR
ing and PU]esting experiences with
both personal and foundation WOPSHU
[OYVWy were expressed in her statement
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that summed up her Vwn and the 7ark
-V\UKH[PVU»s WOPSVZVWOy of TPZZPVU
related in]LZ[PUN!
[Our] MV\UKH[PVU»s HWWYVHJh to
making a difference in the ^orld
is holistic. Whether we are PU]LZ[
ing in social Jhange or the THY
ket, we will remain mindful that
money is a means, and not an
end unto itself. As a foundation,
our true bottom line is the good
we do in the ^orld. ;he ]ery
same ]alues and ideals that guide
our disbursement of funds to the
WYVNYams that we support should
also guide the management of
our foundation’s capital assets.
INVESTMENT TRANSITIONS
Fundamental to our engagement with
MRI ^as a [Yansition to new PU]estment
HKvisors ^ho had experience with and
enthusiasm for MRI. In 2011, we YL
tained new PU]estment consultants ;om
] an +`Jk and Catherine Chen, also of
9V`al Bank of Canada >ealth 4HUHNL
ment. Under their direction, we created
an PU]estment committee composed of
L_LJ\[P]e director 1on 1ensen and three
board trustees. >e also brought in [^o
  MPUHUJPHS HK/   1  4HPS
man of Social ] enture 5L[^ork and
-Yank Coleman of Christian Brothers
0U]estment Services.
;he foundation UVw has a multipart
MRI Z[Yategy consisting of proxy ]V[
ing, LU]PYVUTLU[HSZVJPHSNV]ernance
(ESG) screening, shareholder YLZVS\
tions, PRIs, carbon KP]estment/climate
solutions PU]estment and impact PU]LZ[
ing. Most of these elements were added
more or less simultaneously
PROXY VOTING
Until 2004, the foundation ]V[LK
its proxies in the [Yaditional KLMH\S[
¸]ote with management” mode. 0U
2005, we JVU[Yacted with 0UZ[P[\[PVU
al Shareholder Services (ISS) to ]V[L

our proxies using its SRI N\PKLSPULZ
and we utilized fee-based JVUZ\S[HU[Z
from 2005 to 2011.
As part of the new portfolio structure
instituted in 2012, all of our fund THU
agers are required to ]ote their proxies
along ISS social guidelines. ;hese are
fairly standard guidelines, and we are
     YLMPUPUN    PZ
sues of particular interest to the MV\U
dation. No L_[Ya fees are Jharged for
proxy vV[PUN
ESG SCREENING
Our MRI Z[Yategy PU]VS]es ZJYLLU
    
     KLMPULK 
of guidelines KL]eloped Iy the 7ark
-      >   MPS[LYZ 
issue areas that include LUvironment,
LTWSV`ee relations, product SPHIPSP[`,
JVYWVYate NV]ernance, animal testing,
nuclear and JVU]entional weapons,
nuclear WV^LY, tobacco, alcohol, NHT
bling and community relations. >e are
currently exploring implementing HKKP
tional screens in the areas of ^ater and
media, [^o focuses of our NYantmaking.
-or example, we are using Ethical 0U
]estment 9LZLHYJh Services (EIRIS) to
L]aluate water risk in our portfolio.
*\YYLU[S`, the 7ark -V\UKH[PVU»s
portfolio is approximately 98 WLYcent
ESG screened, and we are ^orking [V
^ards 100 WLYcent. Since 2012, our YL
turns OH]e been 19.7 WLYcent in a T\Jh
KP]LYZPMPLK  
 >    
Z[Y  ILULMP[Z       
and our socially responsible goals.
SHAREHOLDER RESOLUTIONS
;he foundation sees shareholder HJ
tions as a tool to augment its NYHU[
      UVUWYVMP 
organizations and fund THUHNLYZ
Consistent with our NYHU[THRPUN
interests in ^H[LY, media and JSP
mate Jhange, the 7ark -V\UKH[PVU
has WYVvided its Z[VJk holdings MVY
shareholder resolutions (SRs). >VYR
ing with NYantee intermediaries Z\JO
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as Open MIC and As @ou :V^, HUK
fund managers Z\Jh as ;rillium HUK
>   OH]  MPSLYZ  JV
MPSLYZ        JVTWHUPLZ
like ExxonMobil (on LU]PYVUTLU[HS
impacts and PU]estors’ risk in O`KYH\
lic MYHJking for gas) and ] erizon VU
disclosure of customer records to [OL
National Security (NLUJ`
;he Jhallenges that the foundation
has faced in engaging with shareholder
resolutions include:
         
in a separate fund to ensure they
will be held.
 /H/       
^hat stocks might be useful in the
future, since stocks must be held for
at least one yLHY
 "      
mediaries with expertise to develop
and ad]ance shareholder resolu[PVUZ
 /H/    H[P] 
ity to respond to the need to issue
authorizations and proof of o^ULY
ship, sometimes on short notice.
;o further facilitate these SRs, 7ark
has set up its Vwn Shareholder Action
Account to hold Z[VJks for potential M\
ture use in SRs. 0U]estments in Z[VJks
are limited to $10,000 (to maintain at
least the $2,000 required for executing
a resolution) and the foundation has
about a dozen and a half Z[VJks in this
ZLWHYate account.
PROGRAM-RELATED INVESTMENTS
PRIs are useful tools to YLPUMVYce NYHU[
making; they HSSVw the foundation to
make additional capital H]ailable to
NYantees that OH]e the capacity to take
on SVw-interest loans. Our WVSPJy is to
make 1 WLYcent of portfolio ]alue H]HPS
able for PRIs.
*\YYLU[S`, the foundation has H
modest amount committed in ZP_
PRIs. All of these are PU]ested in SV
cal organizations in Ithaca, 5@
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^here the foundation is based. ;OL
loans are made for a Yange of \ZLZ
including green affordable OV\ZPUN
LULYN`LMMPJPLU[     YL[YVMP[Z 
local food systems, land JVUZLY]H[PVU
and community banking. ;hese 790Z
OH]e been H^arded through [Y\Z[LK
intermediaries with expertise in [OLZL
YLZWLJ[P]e in]estment areas.
CARBON DIVESTMENT/CLIMATE
SOLUTIONS INVESTMENT
;he 7ark -oundation is one of about a
dozen early signatories to the national
+P]LZ[¶0U]est PUP[PH[P]e, and it has KL
]eloped its Vwn WVSPJy that stipulates
a commitment to KP]est its portfolio of
the “Carbon 200” Z[VJks and PU]est in
climate solutions stocks.
Regarding this PUP[PH[P]e, ^hile [OL
former (carbon KP]estment) is X\P[L
ZWLJPMPJ   !  ZVS\[PVUZ
PU]     YLMPU 
ment. Absent strict external JYP[LYPH
the foundation has a number of PU
]estments we ^ould label JSPTH[L
solutions. ;^o of these are .LULYH
tion Climate Solutions and North :R`
Clean ;LJh -\UK
NEXT STEPS
One area the foundation has `et to fully
engage with is more intentional impact
PU]     YLMSLJ[Z  YLPUMVY 
our NYantmaking JVUJLU[Yations on ^H
ter and media.
;he 7ark -V\UKH[PVU»s JVTTP[TLU[
to MRI ensures that our PU]LZ[TLU[Z
are congruent with our NYHU[THRPUN
mission. 4VYLV]LY, we OH]e not ZHJ
YPMPJLK     MPK\JPHY` YLZWVU
sibility for risk/return. >e see WLYMVY
mance and responsible PU]esting HZ
going hand-in-hand.
While we OH]e made progress on a
number of fronts, we ILSPL]e that T\Jh
more remains to be done. Q
;his article ^as prepared Iy the board
and staff of Park Foundation.
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W.K. Kellogg Foundation
Battle Creek, MI
^^^^RRMVYN
Established 1930

Q: How does the foundation’s Mission
+YP]en 0U]estments WYVNYam (MDI) [PL
in with OVw the >.K. 2ellogg -V\UKH
tion is seeking to acOPL]e its mission?

^LYLU»MPYZ[   ;   
impact PU]esting, and we ^VU»t be the
last. ;hat said, ILSVw are some key
lessons we’]e learned thus far:

A: ;he mission of the >.K. 2ellogg
-oundation (WKKF) is to support JOPS
dren, families and communities as
they strengthen and create conditions
that propel ]\SULYable Jhildren to
HJOPL]e success as PUKPviduals and as
contributors to the larger community
and ZVJPL[`. ;he MDI WYVNYam seeks
to PU]est LUKVwment dollars to further
that mission ^hile HJhieving both ZV
  J   
>e OH]e committed $100 million VM
our $8 billion LUKVwment to KL]LSVW
the MDI WYVNYam and make impact PU
]estments that cut across our WYVNYHT
matic and NLVNYaphical priorities. )`
PU]esting LUKVwment dollars in TPZZPVU
 MVYWYVMP[ UVUWYVMP[ LU[P[PLZ
we maximize social returns to WYVTV[L
educated kids, OLHS[Oy kids and ZLJ\YL
families – all ^hile attempting to HJOPL]L
HNNYLZZP] MPUHUJPHS   .YHU[THR
ing is still a ]ery important tool for MV\U
dations like >22-, but in a MHZ[JOHUNPUN
^orld with ZJHYce YLZV\Yces, we are L_
ploring ^Hys to SL]LYage LUKV^TLU[
dollars to HJOPL]e the greatest WVZZPISL
impact to^ard the mission.

)LZJPLU[PMPJ Before PU]esting a KPTL
we take deep, ZLJ[VY-wide looks at [OL
areas in ^OPJh we seek to PU]est. 6UL
critique in this space is that there HYL
not enough PU]estments out there [V
^HYYant a dedicated WYVNYam. /V^
L]LY, we found the opposite. ;OYV\NO
dedicated YLZLHYJh and scans, we \U
JV] ZPNUPMPJHU[      [V
PU]est in entities tied to our TPZZPVU
;he result is a robust portfolio of ULHYS`
three dozen PU]estments dedicated [V
the health and well-being of cOPSKYLU

Q: What key lessons has the MV\UKH
tion learned about mission in]LZ[PUN&
A: >e HWWYVHJh our MDI PU]estments
in T\Jh the same ^Hy we HWWYVHJh
our NYantmaking – with clear goals,
with focus on our mission and with
openness to continuous learning. >e
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0U]est KPYLJ[S`! 7art of our portfolio
includes direct PU]estments – PU]LZ[
ments not through third-party funds or
brokers but directly in companies. >e
OH]e learned that this IYand of PU]LZ[
ing HSSVws for a SL]el of partnership
and HJ[Pvity that PU]estments through
third-party funds and entities simply
JHU»t acOPL]L
4HPU[HPU H KP]LYZL WVY[MVSPV! Our
PU]estments come in all shapes and
sizes, and in a ]ariety of asset JSHZZ
  !  E       MP_LK
income securities, structured loans
and WYP]ate equity) and across all our
WYVNYam areas of interest. It has been
HK]antageous to our foundation, both
MPUHUJPHSS` ZVJPHSS`   
portfolio of PU]estments that cut across
 WYVNY        MP[
   MPUHUJPHS   
    TPZZPVUMP[ VWWVY[\UP[`

we ^ork with the VYNHUPaH[PVU»s THU
agement team to structure a deal that
meets both our needs and theirs to LZ
tablish a strong bond between WKKF
and the in]estment partner.
Q: What three tips do `ou OH]e for
other foundations looking to start or
boost their mission in]LZ[PUN&
A: 4HUy peer philanthropic and UVU
WYVMP[   ;     [OPZ
MPLSK 1         OLYL
are three insights from our MDI WYVNYHT
    J  <
Board I\`PU! WKKF had the full IHJR
ing of its board before entering into [OPZ
^ork. Our board VWLYated X\PJkly HUK
Zwiftly about buying into this ^VYR
>orking JVSSHIVYH[P]ely with `V\Y
board is extremely ad]HU[HNLV\Z
:[HMMPUN >22-»s MDI team ^orks
between the MV\UKH[PVU»s WYVNYam
team and the PU]estment management
team, and engages strong, external
consulting support. ;he result offers us
   MSL_PIPSP[`     
just within the MDI team but across
   J 
3LHYUPUNMYVT`V\YPU]LZ[TLU[Z! 6UL
of the great “learning returns” of V\Y
MDI ^ork is the ability to foster JVS
SHIVYations and learning between V\Y
NYantees and NYantmakers and our PU
]estees and PU]estors. >e are L_JP[LK
Iy some of the relationships ^L»re MVZ
tering and the opportunities they WYLZ
ent to OH]e greater impact in the SP]LZ
of vulnerable kids. Q

Winter 2013/2014 19

www.ncrp.org

QQ4GN"
4(K{
7(0+
4{G"&
O{Q@G"=(

/:[YLL[5>:\P[L>HZOPUN[VU+*
Address Service Requested

Select Publications
>inthrop Rockefeller Assessment Report

NCRP Board of Directors
+LJLTILY

5*97 L_HTPULK OV^ [OL>PU[OYVW 9VJRLMLSSLY -V\UKH[PVU»Z Z[YH[L
gies and WYactices aligned with its goals, the outcomes and PTWHJ[

EXECUTIVE COMMITTEE
Dr. Sherece Y. West-Scantlebury
Gara LaMarche

Winthrop Rockefeller Foundation (Chair)
Robert F. Wagner School of Public Service,
New York University (Vice Chair)

MYVTP[Z¸4V]PUN[OL5LLKSL¹HNLUKH[OLX\HSP[`VM>9-»ZWHY[ULY

Judy Hatcher

ship with its grantees and other operational prHJ[PJLZ

Priscilla Hung

Community Partners (Secretary)

Cynthia Renfro

Civis Consulting, LLC (At-Large)

Smashing Silos in Philanthropy: Multi-Issue
(K]VJHJy and Organizing for Real Results

DIRECTORS

5V]LTILY

;his report offers compelling reasons ^Oy foundations need to fund

Diane Feeney

French American Charitable Trust

Marjorie Fine

The Linchpin Campaign

Ana Garcia-Ashley

cross-issue NYassroots efforts as part of their V]LYall NYantmaking Z[YH[

Trista Harris

LN`. It suggests ^Hys that NYantmakers can V]LYcome Jhallenges in

Taj James

funding multi-issue HK]VJHJy and organizing, and recommends ZL]en
WYHJ[PJHS[PWZMVYMV\UKH[PVUZ[OH[^HU[[VLMMLJ[P]LS`Z\WWVY[UVUWYVMP[ 
engaged in this kind of wVYR

5*97SVVRZH[[OLSH[LZ[KH[H[V[YHJRNP]PUN[V\UKLYZLY]LKJVTT\UP
ties, social justice WOPSHU[OYVW`, NLULYal VWLYating support and T\S[P

Mary Lassen

Center for Community Change

Daniel J. Lee

Levi Strauss Foundation

Ai-jen Poo

Ford Foundation
American Jewish World Service
National Domestic Workers Alliance

PAST BOARD CHAIRS
Paul Castro
John Echohawk

`LHYM\UKPUNMVY;OLYLHYLZVTLNVVKHUKUV[ZVNVVKUL^ZMVY

Pablo Eisenberg

UVUWYVMP[ HUd the communities they servL

Diane Feeney
David R. Jones
Terry Odendahl

visit: www.ncrp.org/publications

Movement Strategy Center
Center for Community Change

Ruth W. Messinger

4H`

Community Organizer
Minnesota Council on Foundations

Pramila Jayapal

Vivek Malhotra

;he Philanthropic Landscape 

Pesticide Action Network North America (Treasurer)

Jewish Family Service of Los Angeles
Native American Rights Fund
Public Policy Institute, Georgetown University
French American Charitable Trust
Community Service Society of New York
Global Greengrants Fund
Organization afﬁliation for identiﬁcation purposes only.

