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Disclaimer
This publication is for your information only and is not intended as an offer, or 
a solicitation of an offer, to buy or sell any investment or other specific product. 
Although all information and opinions expressed in this document were ob-
tained from sources believed to be reliable and in good faith, no representation 
or warranty, express or implied, is made as to its accuracy or completeness. 
Opinions expressed are those of the authors and do not necessarily reflect 
those of UBS or UBS Philanthropy Services. Unless otherwise specified, copy-
right is held by the authors of the articles and UBS Philanthropy Services.

This document may not be reproduced or copies circulated without prior au-
thority of UBS. UBS expressly prohibits the distribution and transfer of this 
document to third parties for any reason. UBS will not be liable for any claims 
or lawsuits from any third parties arising from the use or distribution of this 
document. This report is for distribution only under such circumstances as may 
be permitted by applicable law.
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Preface

Distinguished Reader,

The global associational revolution powers on – citizens everywhere fund or 
set up organizations to address pressing local and global challenges. But in ad-
dition to "more of the same," there are also indications that we may be on the 
verge of a qualitative shift of philanthropy’s role in contributing to the public 
good. Patterns of giving, sophistication of social investment mechanics, and 
recognition of change agents outside immediate constituencies all reached 
new watermarks last year. The largest ever pledge to a charitable foundation 
was made, in the order of US$ 44.5 billion. For the first time, the concept of 
collateralized debt obligations was applied to provide access to fresh capital 
on quasi-commercial terms to a portfolio of social enterprises working in the 
field of eye care. Rather than a political leader, the founding figure of microfi-
nance in Bangladesh received the Nobel Peace Prize in 2006. And a feature 
film documentary on climate change was awarded an Oscar.

The hope, of course, is that global philanthropy is about to reach an inflection 
point with the potential for dramatically greater positive social impact – which 
is much needed given the massive global challenges humanity faces.
 
As we get ready for the UBS Philanthropy Forum 2007 and our other philan-
thropy events around the world, this edition of Viewpoints brings the dynamic 
nature of philanthropy to the forefront. 

The first section focuses on the central topic of the UBS philanthropy events 
this year: the inflection point. Well-timed and skillfully designed philanthropic 
interventions can tip issues, fund new initiatives with an astounding potential 
for self-sustained scaling, and pilot innovations the public sector can replicate. 
Intervening at the inflection point is increasingly recognized as key in creating 
effective philanthropy.

Firmly convinced that macrobehavior and outcomes are best understood with 
minute attention to detail, micromotives, and local outcomes, we then invite 
you to think about inflection points in terms of emerging issues, new interven-
tion models, and the philanthropist’s personal growth process.

In a fragmented and changing philanthropy landscape, philanthropists often 
pursue their work without having had the opportunity to compare notes.  
Yet, given their shared passion for a specific cause, they would benefit from 
shared access to knowledge and personal exchange in a safe-space environ-
ment. Section two introduces our new platform for such joint problem-solv-
ing, which will be offered for the first time at this year’s Forum, the "matrix 
group." At the upcoming Forum, the matrix groups will explore the latest 
trends in three thematic areas: climate change, commodities and philanthropy, 
and finance for foundations.

New opportunities to make a difference are not just a function of the emer-
gence or ripening of specific issues. Section three takes a look at some of the 
new intervention models that are moving up in the philanthropic agenda 
around the world, such as social entrepreneurship, venture philanthropy, and 
hybrid value added chains. 

Section four shifts the focus from external environment to personal process. 
Philanthropists’ needs and giving preferences change over time. This renders 
"timing the self" as important as timing issues and grantees. Philanthropic in-
terventions that are designed to be commensurate with and properly antici-
pate built-in inflection points in the personal growth process tend to be more 
effective at sustaining long-term donor satisfaction and commitment.

Section five looks ahead. What are some of the new trends to be aware of, and 
how may the arena for philanthropic action look like thirty years from now? 

We hope that you will enjoy this report, and that it will be able to assist you in 
attaining greater clarity on how to translate your personal philanthropic aspi-
rations into effective action – in the near and in the long term. We thank the 
authors for sharing their experiences, views, and thoughts so generously.

Maximilian Martin
Global Head
UBS Philanthropy Services

Andreas Ernst
Deputy Head
UBS Philanthropy Services
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Intervening at the Inflection Point
By Maximilian Martin

“An inflection point occurs where the old strategic picture 
dissolves and gives way to the new” – Andy Grove 

Introduction:	Why	Focus	on	the	Inflection	Point? 
Philanthropy harbors an interesting paradox. From a structural 
point of view, philanthropic foundations can be designed to op-
erate in the very long run, in principle in perpetuity. For example, 
the largest charitable grant-giver to London-only causes, the 
Bridge House Trust, dates back to 1097 (it was renamed The City 
Bridge Trust in 2007).

Since culture and society transcend the biological life span, they 
can "carry" the philanthropic foundation and the ethos its found-
er wished to express in perpetuity. This notion of "historical time" 
is an important driver of philanthropic action. But how can one 
make a difference over long periods in a changing world? Truly 
relevant philanthropy is associated with interventions at inflection 
points: tipping issues, funding major new research that funda-
mentally alters the intervention options, and thereby catalyzing 
systemic change with implications well into the future.

In the past, catalyzing major change was often an unexpected by-
product of supporting good people, rather than a pre-planned 
outcome. Take the case of one of the tutors of Cosimo II de Medi-
ci. Almost 400 years ago, the telescope was invented in the Neth-
erlands. Based on sketches, the empirical-minded tutor by the 
name of Galilei (1564-1642) had built his own telescope, and used 
it to observe Jupiter. On January 7, 1610, he made an interesting 
observation: Jupiter had four satellites. Observing them over sev-
eral days, it became clear that they were in orbit around Jupiter. 
This contradicted the geocentric model of the universe, which ar-
gued that the Earth is at the center of the universe, and all other 
objects go around it. Instead, it supported heliocentric theory, pos-
iting the Sun at the center of the universe. Later observations of 

Venus lent further support to the heliocentric model. While no news to some In-
dian, Greek, and Arab scientists of previous centuries, realizing that the Sun rath-
er than the Earth was at the center of the solar system proved to be a major in-
flection point in the history of Western science. And unlike in previous centuries, 
the invention of the telescope was able to lend sound empirical support to the 
argument advanced earlier by Copernicus. Thus, Galileo Galilei became known 
as one of the catalysts of an inflection point in European history. 

But his career also exemplified why the relationship between philanthropists 
and grantees can be so symbiotic: because of philanthropists‘ ability to take 
the long view, to bet on new people and new ideas, and their ability to endow 
them with the resources and legitimacy needed to conduct groundbreaking 
work. Supported by the Medici family, Galileo was appointed as university pro-
fessor and exempted from teaching so he could fully focus on research. He be-
came the mathematician and philosopher in residence of Cosimo II de Medici. 
When Galileo‘s findings were disseminated through Europe, the Medici of-
fered a steady job and access to a valuable network. Naming the four moons 
of Jupiter after the four Medici brothers helped to associate the family with 
what were at the time controversial scientific findings, thus providing a hedge 
against some of his opponents. 

Philanthropic action remains long-term and dynamic, but it has become more 
strategic and forward-looking since the time of the Medici. So, how can one 
raise a philanthropist‘s ability to hit inflection points?

Our advisory work suggests that it is best to look at three types of inflection 
points simultaneously. Together, they play an important role in defining the 
constraint-opportunity set of philanthropy (see figure 1):

Timing the Issue. Some issues are ripe, others are not. To be solved, an is-
sue needs to be sufficiently ripe in terms of public attention and availability 
of solutions – such as global warming currently – or a long-run commit-
ment to ripening it needs to be made. Sometimes, philanthropic action can 
help to greatly increase the sense of urgency – think about the catalytic ef-
fect of the feature film documentary An Inconvenient Truth. 

Timing the Grantee. From a social impact perspective, maximizing the 
catalytic effect of the grantee is critical as well. This requires awareness of 
inflection points when making resource allocation decisions regarding spe-
cific organizations – is the grantee organization currently in a steady-state, 

•

•
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or is it about to experience a step change such as rapid growth, merger or 
refocusing the mission? 

Moreover, philanthropists‘ needs and giving preferences change as the per-
sonal lifecycle progresses. Thus, timing the self is important as well. Phil-
anthropic interventions that are designed to be commensurate with and 
properly anticipate built-in inflection points in the personal growth process 
tend to be more effective at sustaining long-term donor satisfaction and 
commitment. In a nutshell, young philanthropists can afford to experiment 
– looking into issues that may become ripe at some point, and gathering 
personal experience in both organizations that are in a steady state as well 
as those undergoing a step change. For philanthropists in mid-adulthood 
who want to make a difference, it is often best to focus on step-change or-
ganizations that work on an issue that is ripe – here they can leverage their 
personal skills, networks, and engagement. Philanthropists in late adult-
hood often prefer to back grantee organizations in a steady state – they 
have less time to reverse course, if an initiative turns out not to be on track.

Let us work through the three types of inflection points one by one.

Late	Adulthood Mid	Adulthood

Young	Adulthood

Ripe

Not	Ripe

Is
su

e

Steady-state Step-change

Grantee

Figure 1: Inflection-Point Philanthropy
Source: UBS Philanthropy Services
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Timing	the	Issue	
Issues ripen over time. At some point, they become ready for intervention, but 
often only after long delays. In which stage to intervene then becomes a func-
tion of a philanthropist‘s ability to identify emerging issues, risk appetite, and 
patience to wait for results to materialize. 

Consider the following two "issue cycles": a completed issue cycle, the case of 
the battered child syndrome (BCS), as described by organizational theorist Karl 
Weick, and an issue cycle in motion, global warming. 

BCS refers to a pattern of injuries to the head, arms, legs or ribs of a child, which 
cannot be explained in terms of the medical history offered by the parents.  
This is because the child‘s injuries result from assaults by the parents, who then 
either do not report them to a doctor, or seek to present them as an accident.

At the initial stage, some events simply seem to be so implausible that indi-
viduals hesitate to report or theorize them. In the case of BCS, the injuries 
can often only be detected in X-rays. For centuries, BCS was therefore largely 
invisible to the medical community. In 1946, a pediatric radiologist, John Caf-
frey, was the first to describe the syndrome. Looking at six cases where medi-
cal histories did not match physical injuries, he speculated about possible 
causes – such as intentional ill-treatment by parents. A few additional schol-
arly papers on the subject followed in the 1950s.

But even if a phenomenon is fairly well described, it may fail to draw attention 
initially. Published in a radiology journal, it took over a decade for the BCS argu-
ment to gain any traction in the pediatric community. In 1961, a panel on BCS 
was finally held at the American Academy of Pediatrics, based on strong em-
pirical evidence from a national survey that identified 749 cases. This moved 
the needle, triggering a public policy response. By the mid-sixties, laws had 
been passed in all U.S. states, requiring that suspected BCS cases be reported. 
As reporting improved, the number of cases skyrocketed. Estimates put the 
number of cases in the U.S. at 7,000 in 1967, 60,000 in 1972, and 500,000 in 
1976. BCS was first theorized in 1946. Over a period of thirty years its prohibi-
tion had become firmly anchored in law. Another thirty years later, the concept 
of child rights has widened and become an established focus of many civil soci-
ety organizations, some of which are members of the NGO coalition on child 
rights. An important issue went from not ripe to ripe. In a process of mutual 
causation, the combination of scientific research, citizen action, and public poli-
cy engendered the emergence of a dedicated institutional landscape.
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Public action lags consensus in the scientific community, creating several op-
portunities for philanthropic action to serve as a catalyst. In principle, a philan-
thropist can place his or her bets at one or several stages in the "issue cycle":

In the early stage, by funding research that will lead to the discovery of new 
phenomena or solutions to a given social challenge.
In the mid stage, where the focus is on disseminating findings, conducting 
advocacy to grab stakeholders‘ attention, and rolling out solutions.
Or in the mature stage, when an issue is fairly well established, a set of so-
lutions and policies in place, and the focus shifts toward improving the effi-
ciency and effectiveness of the solutions at hand, and making sure that 
there is no systematic exclusion of potential beneficiaries.
Note also that provided an issue unfolds successfully, a point may be 
reached where the philanthropist‘s support is no longer needed – typically 
because public sector funding and/or commercial capital become available. 
At this point, philanthropists are well advised to bring to bear their resourc-
es on other issues or sup-topics.

The issue of BCS is mature – it is a recognized phenomenon, and responses 
are in place. But how can philanthropists identify inflection points with respect 
to ongoing issues? Let us look at the issue of climate change.

The scientific foundations of the phenomenon date back almost 200 years. 
The French scientist Jean Baptiste Fourier was the first to describe the green-
house effect in 1822 ("l‘effet de serre"). In 1894, the Swedish chemist and 
posthumous Nobel Prize recipient Svante Arrhenius published the first calcula-
tions that substantiated global warming resulting from human emissions of 
CO2. But the issue did not get much traction. In fact, when Guy Stewart Cal-
lendar argued in 1938 that CO2 greenhouse global warming was underway 
(the "Callendar Effect"), he thought that global warming would be beneficial 
– since it would delay the return of the ice age. Since then, the consensus has 
shifted significantly.

To get a sense of its recent evolution, take the number of academic papers 
that refer to "global warming" and "climate change." Figure 2 plots the results 
of a Google Scholar search for citations. The number of papers published from 
1986 follows an S-shaped curve. Over time, the topic matured as a subject of 
scientific research. In terms of academic attention and some consensus, the 
inflection point came at the beginning of this decade.

•
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Figure 2: 
Ripening of the Climate Change Issue in Academia and the Venture Capital Industry
Source: UBS Philanthropy Services

So where do philanthropists fit in? Philanthropic action has played an impor-
tant role in accelerating the ripening of the issue of climate change at different 
junctures in the issue cycle. Two contributors to this report, Alois Flatz and 
Uday Khemka, share their insights further ahead. 

Depending on the philanthropist‘s preferences, it makes sense to intervene at 
different stages.

In the early stage, funding the translation of scientific research into policy 
relevant networks and outputs is useful in moving the issue to an inflection 
point. For example, the Rockefeller Brothers Fund organized a dedicated 
conference on global climate change in 1994, which convened scientists 
and NGO representatives. The scientists and specialists had been working 
on the issue of global warming for many years. Bringing them together 
played an important role in moving policy level discussion and research for-
ward. The Fund has continued to finance related initiatives since.
As an issue matures, funding initiatives that accelerate the diffusion of 
awareness become attractive. The inflection point shifts from building con-
sensus and action orientation in the scientific community to creating global 
awareness. Consider the impact of funding by entrepreneur and philan-
thropist Jeff Skoll to transform former U.S. Vice President Al Gore‘s lectures 

•
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on climate change into a scaleable medium, the documentary An Inconve-
nient Truth. 
Looking ahead and funding a search for solutions can also help to galva-
nize convergent action. This is what UK entrepreneur Richard Branson did 
by offering US$ 25 million to anyone who invents a system that removes 
greenhouse gases from the atmosphere.
Finally, bringing commercial capital markets to bear on the development of 
solutions can be an inflection-point intervention as well. As happens in 
many issue cycles, financial investment lags scientific consensus, but slightly 
leads awareness by the public at large. For example, European and US ven-
ture capital investment in cleantech has more than doubled recently from 
US$ 1.7 billion (2004) to US$ 3.6 billion (2006), outpacing general VC 
growth: from 1999-2001 cleantech captured about 1-3% of overall ven-
ture capital in North America. Between 2002-2005, that share had already 
grown to 5-8%. Today, cleantech receives the third largest share of VC 
funding and has overtaken telecommunications and drugs. Increasingly, 
philanthropists give and invest: over the next decade, Richard Branson has 
pledged to invest all profits from his travel-related companies into clean-
tech – an estimated US$ 3 billion. 

Of course, all issues do not ripen at the same speed. And the intervention of a 
single philanthropist to contribute to their ripening is just one of several vari-
ables to be considered. The important point is to act in line with one‘s risk 
preference and ambitions, and to reduce risk by appropriately diversifying 
one‘s portfolio of initiatives, and carefully examining potential grantees or in-
vestment opportunities. Some philanthropists intervene at one specific stage 
of an issue. Others stay with the issue and vary their interventions to create 
the greatest impact. Done well, timing the issue can greatly add to the cata-
lytic effect of effective philanthropy.

Timing	the	Grantee
Timing the issue is a necessary but not sufficient condition to maximize the so-
cial impact of philanthropic resources. A related question is: who are the 
grantees that can create the greatest positive impact at a given point in time? 
This is not automatically the organization that pioneers a concept or interven-
tion. It can also be a follower – as issues mature, organizations tend to emerge 
that adapt the pioneer‘s intervention model.

From the philanthropist‘s perspective, it is important to be aware of the inflec-
tion points or "step changes" that lie ahead on the grantees‘ path:

•

•

Is the original mission largely accomplished so that the organization will ei-
ther be wound down, merged, or its mission changed? 
Is the organization large and established and likely to seek to open up ad-
ditional program areas? 
Or is one dealing with a start-up that has identified a viable niche and 
seeks to rollout its services? 

The challenges differ, but money and influence need to be deployed wisely in 
all cases: is the organization truly relevant? Can the grantee absorb the funds 
allocated? Do I need to finance capacity-building? And what is likely to hap-
pen when the donor exits?

Take three organizations in the field of human rights: Anti-Slavery Internation-
al, Amnesty International, and International Bridges to Justice. 

Elements of human rights stretch back millennia, possibly as far as the reign of 
the Persian Emperor Cyrus the Great in the sixth century before Christ. A turn-
ing-point civil society organization is the British Anti-Slavery Society, the 
world‘s oldest surviving international human rights organization. It stretches 
back to 1787, when the first abolitionist society was formed. In the nineteenth 
century, the organization was instrumental in "dissolving the established stra-
tegic picture": it played a lead role in the movement to abolish the slave trade 
in Britain and slavery throughout the British colonies (accomplished in 1807 
and 1833, respectively). 

The organization itself experienced several inflection points: when it was cre-
ated, slavery was standard practice in the formal sector throughout a signifi-
cant part of the world economy. The challenge was to lobby for legislation 
that abolished slavery – and its enforcement. After the gradual abolishment of 
slavery during the nineteenth century, the focus of work on human rights 
shifted toward compliance. 

Today, human rights are largely codified. In the modern sense, they follow 
mainly two traditions: first, the Anglo-Saxon tradition of negative rights that a 
government or private entity may not remove – such as the right to life and se-
curity of person, or equality before the law and due process under the rule of 
law. Second, the tradition of positive human rights following the continental 
European legal tradition, stipulating that the government must provide certain 
goods such as education or health care. For some, the codification frontier has 
shifted to what is sometimes referred to as "third-generation human rights"  

•

•

•
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– such as the right to peace or a clean environment. These third-generation 
rights do not currently enjoy legal or political recognition.

By the 1890s, the Anti-Slavery Society‘s original mandate had been largely ful-
filled. The organization was at a turning point. It expanded to include an addi-
tional target: campaigning against the ill treatment of indigenous peoples. 
Thus, in 1909, it merged with the British Aborigines‘ Protection Society. As the 
Anti-Slavery and Aborigines‘ Protection Society, the organization played an 
important role in campaigning for and drafting the 1926 Convention on the 
Abolition of Slavery. In the 1950s, another turning point was reached – the fo-
cus shifted to practices analogous to slavery. Thus, the Society campaigned for 
the 1956 Supplementary Convention on the Abolition of Slavery, the Slave 
Trade and Institutions and Practices Similar to Slavery. In 1975, it worked for 
the creation of a group of experts within the United Nations dedicated to the 
elimination of slavery, now called the UN Working Group on Contemporary 
Forms of Slavery. In the 1980s, the Society revisited its focus and intervention 
model again. In 1990, it changed its name to Anti-Slavery International, defin-
ing the following areas of work: forced and bonded labor, child labor, human 
trafficking, and traditional or "chattel" slavery.

In addition to established grantee organizations which adjust their focus to re-
main relevant, the maturation of an issue such as human rights also sets the 
stage for the emergence of new players. The very codification of human rights 
in the United Nation‘s Universal Declaration of Human Rights in 1948 provided 
the basis for the creation of what is probably the best-known international hu-
man rights organization today – Amnesty International. Founded in 1961 by an 
English lawyer, Peter Benenson, it was originally conceived as an appeal to free 
the "forgotten prisoners" which were imprisoned by governments in violation 
of articles 18 and 19 of the Universal Declaration of Human Rights. However, 
Amnesty International rapidly became a permanent global organization. 

Analogous to Anti-Slavery International‘s adjustment to ensure the relevance of 
its work, Amnesty International adopted a new, six-year strategy in 2003. Un-
der the leadership of CEO Irene Khan, Amnesty International has sought to 
move beyond issue areas that are directly anchored in the Universal Declaration 
of Human Rights of 1948.

Recently, the success of "adversarial" human rights organizations has also cre-
ated a new niche for entities that assist governments in implementing the hu-
man rights legislation they passed. Founded in 2001, Geneva-based Interna-
tional Bridges for Justice (IBJ) specifically seeks to work with governments to 

enhance their criminal defender and legal aid efforts. Through providing train-
ing partnerships, legal and administrative structural support, and material as-
sistance, IBJ aims to protect citizen rights and accelerate the implementation 
of existing criminal laws.

Increasingly, effective philanthropy requires taking a position both on the likely 
development of the issue the grantee is active in, and the relative promise of 
its business model, as well as attention to the quality of the grantee organiza-
tion in terms of management and procedural safeguards. Philanthropists can-
not escape the fundamental tradeoff between a well-developed administra-
tive structure – referred to as "bureaucracy" by some – and a more agile, less 
institutionalized entrepreneurial structure. Inevitably, the former offers more 
procedural safeguards, the latter more intuition and flexibility. 

While the tradeoff is real, three factors are key to navigate inflection points 
within organizations:

Be aware that the target is moving: the relative ability of an organization to 
contribute to the issue will change as the issue matures and emerges as a field. 
A startup has different needs and capabilities than an established charity. 
Pay attention if the organization has what it takes to deliver – within the 
parameters of the organization‘s lifecycle – and support it to master the 
step changes on its path.
Finally, there will be surprises. Consider hedging by adopting a conscious 
portfolio approach – balanced or growth, depending on the philanthropic 
preferences.

 
Timing	the	Self
Effective philanthropy is most easily attained through a dynamic approach that 
seeks to anticipate and act on inflection points regarding the issue in question, 
and the grantee organization funded to address this issue. Issues ripen over 
time. Grantee organizations follow transition paths with step changes on their 
way. Timing issue and grantee can be hard, but rewarding if one succeeds. 
A third important inflection point to hit is the self. What distinguishes philan-
thropists from other human beings is their ability to create institutional land-
scapes that render their giving and social change ambitions durable in time 
and detached from their biological life spans – they are hyperagents.

But philanthropists‘ needs and giving preferences change as their personal 
lifecycle progresses – applying Daniel Levinson‘s framework is instructive in 
this respect (see figure 3).

•

•

•



1� 1�

 

Late	adulthood

Late	adulthood	transition

End	mid-adulthood

Age	50	transition

Mid-adulthood

Mid-life	transition

Settling	down

Age	30	transition

Enter	adult	world

Early	adulthood

Late adulthood

Pass on authority

Sustain youth but bodily decline

Create the legacy

Commit to new or reaffirm
old choices

Accept limitations

Discover own person
become successful

Establish new relationships

Explore possibilities

Form a dream, mentor
relationship

Stage Challenge

70+

65

60

55

50

45

40

35

30

25

20

15

Figure 3: The Philanthropist‘s Personal Growth Path (Adapted from Daniel Levinson) 
Source: UBS Philanthropy Services, Daniel Levinson

When individuals start careers and families, they transition from pre-adult-
hood to early adulthood. In the late twenties or early thirties, people typically 
undergo a self-evaluation, and then "settle down." At about age forty, anoth-
er transition occurs: one realizes that some ambitions are unlikely to be met. 
As middle adulthood sets in, the task is now to come to terms with this fact. 
This requires working through one‘s particular individuality and leveraging the 
talents and resources at hand. Finally, as people transition to late adulthood, 
they frequently reflect upon joys, successes, and failures. Those who manage 
to look back in peace then go on to enjoy the remainder of their lives.

Thoughtful philanthropy seeks to propose spaces in which a philanthropic iden-
tity can develop in ways that are aligned with the personal growth process:

For young adults, the challenge is mainly to get involved early on in ways 
that allow learning the ropes of giving – gathering actual experience with 
grant making and project selection, and building existential philanthropic 
experience through internships or field visits. Often this is best done 
through a sub-fund rather than the main foundation programs. For exam-
ple, the Surdna Foundation – established in 1917 to pursue a range of phil-
anthropic purposes by John Emory Andrus, a businessman with a special 
talent in finding and purchasing undervalued assets – created the Andrus 
Family Fund in 2000. Its stated objective is to provide fifth-generation fam-
ily members aged twenty-five to forty-five with an opportunity to learn 
about and participate in organized philanthropy. The Fund operates under 
the tax-exempt status of the Surdna Foundation, but defines and manages 
its own grantmaking program and process. During early adulthood, provid-
ing a space for experimentation is typically more important than looking 
for inflection points regarding issues and grantees. 

A bit later in life, the challenge is different. Exiting a first career in busi-
ness, say by cashing out through an IPO, is an existential experience. In 
this context, philanthropy can serve as a new source of meaning and al-
most a second career. Take for example Sir Tom Hunter, a UK entrepre-
neur who built a sport retail chain in the UK over a fourteen-year period, 
starting from nothing to employing 7,500 people across over 250 stores: 
"When I cashed out first time round I started to get begging letters. I re-
sponded. The checks went out, and the emptiness grew. Was I making 
any difference? Was the money wasted? Had I been conned? I was 37 
and needed a challenge. I needed to make more money, but I wanted a 
purpose for that creation of wealth. I found it in philanthropy."1  Note 
that the ambition level at the middle stage is different. Experimenting is 
not enough. To serve as a sustainable source of meaning, philanthropy 
also needs to achieve results on the ground. This means that looking for 
inflection points regarding issues and grantees moves up on the philan-
thropist‘s agenda of priorities. Perhaps this is why many philanthropists at 
this stage look for issues that are ripe, but grantee organizations that 
they can help in making a step change.

1 http://business.timesonline.co.uk/tol/business/economics/article�0�2��.ece

•

•

Age



20 21

Finally, when the focus shifts towards transcendence, the urgency to iden-
tify inflection points increases further – if one is serious about leaving a leg-
acy. The philanthropist has less time to take corrective action and reverse 
course, should the foundation not be on track. Rather than experimenta-
tion or providing a source of existential meaning for one‘s current life, the 
emphasis is on relevance well into the future. This requires picking issues 
and grantees well, and possibly leaving a structure behind that can express 
values and hold together the family. Many choose issues that are ripe, and 
grantee organizations that are stable. But a bit of luck is needed as well: 
had Gaius Maecenas, philanthropist and trusted advisor to Emperor Augus-
tus, backed less gifted writers than Vergil, Horace, and Propertius, we 
might not remember him today.

Conclusion
Ensuring the continued relevance of philanthropic vehicles over multiple gen-
erations is no small feat in a changing world. It involves solving the paradox 
identified at the start – of balancing the desire for perpetuity, with the ability 
to act over the near-term. Being able to identify inflection points when issues, 
grantee organizations, and the philanthropists themselves mature is essential 
to achieving that balance. Adopting an approach that encourages successive 
family members to act on personal inflection points tends to be a good way to 
unlock the critical mass of passion needed to make a difference.

Paired with a commitment to intervening at inflection points in the external 
environment, when a limited intervention greatly accelerates the maturing of 
issues and grantee organizations, such philanthropy can be instrumental in tip-
ping issues and piloting innovation. What if Jeff Skoll had not funded An In-
convenient Truth? Or if a philanthropist had helped John Caffrey to dissemi-
nate his findings on BCS more quickly? The issues of global warming and BCS 
are likely to have advanced at different speeds.

Of course, one must ultimately come to terms with the uncertainty of acting 
over such long time horizons, and understand that actions produce both in-
tended and unintended consequences. The names of Jupiter‘s satellites that 
stuck were not the ones given by Galilei, but the ones given by Simon Marius, 
a German astronomer who discovered the moons independently in 1610, 
naming them Io, Europa, Ganymede and Callisto. Accused of plagiarism by 
Galilei, he did however suggest that they be renamed "Galilean satellites." 
But does this invalidate the Medici‘s decision to support Galilei? Certainly not 
if one looks at the impact of his work.

• The former Bridge House Trust on the other hand was so successful in raising 
funds and investing them over the centuries that in addition to maintaining 
the original London Bridge, it was able to finance the construction and main-
tenance of four more bridges. Today its endowment is so substantial that the 
Trust can also afford to spend over £15 million a year in support of charitable 
projects benefiting the inhabitants of Greater London.
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Getting Change for Your Dollars
By Jacqueline Novogratz

“Yesterday is gone. Tomorrow has not yet come. We have 
only today. Let us begin” – Mother Teresa (1910-1997)

Introduction
While the development community has long been focused on 
providing the poor with greater incomes and opportunities to 
enhance their livelihoods through jobs and affordable credit, the 
poor also need access to affordable goods and services like clean 
water, healthcare, housing, and energy. Those in the lower two-
thirds of the income pyramid have traditionally been "invisible" 
– ignored by the private marketplace and addressed by top-down 
government programs of questionable effectiveness. 
 
Creating real and lasting access for the poor will require a range 
of investment and charitable approaches. But because philan-
thropic capital is the most flexible and can be the most risk-seek-
ing, a new class of social investors is experimenting with innova-
tive ways to bring goods and services to the poor. Acumen Fund’s 
investment in effective anti-malaria products demonstrates that 
small doses of philanthropic capital can transform small compa-
nies, generate social impact at scale, and show innovative ap-
proaches to seemingly intractable problems. 

Making	a	Net	Impact
Nearly one million people in Africa die each year from malaria, 
with children and pregnant women at greatest risk. While bed-
nets are one of the most effective means for preventing the 
transmission of malaria, traditional nets typically have a lifespan 
of about six months. The cost of re-treating a bednet with insec-
ticide every few months (necessary to maintain effectiveness) is 
expensive and requires costly social marketing programs to be 
done effectively.

In 2003, Acumen Fund, a non-profit global venture fund, financed the transfer 
of technology for a new longer lasting bednet impregnated with insecticide to 
the first factory of its kind in Africa. Acumen Fund provided a small loan and 
intensive management assistance to A to Z Textiles, a Tanzanian company, 
while also coordinating a complex public-private partnership among Sumito-
mo, ExxonMobil, WHO, UNICEF, and A to Z. Following Acumen Fund’s invest-
ment, A to Z committed significant additional resources to expanding their 
production and entered a joint venture with Sumitomo Chemical to take their 
production capacity to seven million nets per year. 

Since starting this venture, A to Z has produced 7 million nets. Employment at 
the factory has jumped from 1,000 to 5,000, making it the third largest com-
pany in the country. Ninety-five percent of these new employees are women, 
creating a social and economic benefit to their extended families and the re-
gion. The company is now exploring possibilities to bring low-cost housing to 
employees so that women working at the plant can cover the costs of their 
homes, water and health with one payment and, for the first time in their 
lives, actually begin saving money – the first step to sustained wealth creation. 
Along with its partners, Acumen Fund succeeded in bringing high quality 
manufacturing of a critical product to Africa with this investment.

Getting	Better	at	Getting	Goods	to	the	Poor
The existence of the product, however, does not mean that those who need it 
will necessarily get it. Although the bulk of A to Z’s production of nets is cur-
rently being bought and distributed by UNICEF, A to Z wanted to explore other 
channels for distribution of the net, particularly given the significant increase 
in its manufacturing capacity.

Again, philanthropic capital can allow for experimentation. Acumen Fund in-
vested for a second time in A to Z to test the sale of long-lasting bednets at a 
subsidized price (US$ 3 vs. the current market price of US$ 6) directly to poor 
urban and rural consumers around Arusha.  Using a variety of channels, in-
cluding door to door saleswomen, sales in village markets, sales through the 
workplace, and sales through churches and health clinics, A to Z sold 66,000 
over the past year to individuals at US$ 3 per net.  To run this program, A to Z 
spent roughly US$ 70,000 in 2006, which translates to just over a dollar per 
net in direct distribution and overhead costs.  Compared with other public dis-
tribution efforts, which can spend up to US$ 6 distributing each net, this dis-
tribution experiment shows real promise for how private markets (with target-
ed subsidies) can complement free net distribution program.
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Conclusion
The A to Z story illustrates a few important lessons. First, there are market seg-
ments willing to pay for bednets at a subsidy. The question is how big a sub-
sidy: Acumen Fund is working with Pascaline Dupas at Dartmouth and the 
Exxon Mobil Foundation to study the price point (or subsidy) that would gen-
erate the most sales. Second, through these subsidies, it is possible to build 
indigenous distribution systems that may be used for other critical goods and 
services. Third, not all channels make sense, at least in the short-term, but 
some show real promise for extending opportunity to people beyond those 
targeted by international agencies. Finally, using private channels for distribu-
tion – even accounting for the subsidy per net – allows significantly lower dis-
tribution costs than those of the international agencies. This means that many 
more people can be reached for the same amount of money.

This goes to show that a relatively small injection of philanthropic capital can 
result not only in significant lives changed but in the development of sustain-
able distribution models. From a public policy perspective, it makes sense to 
see how many nets can be moved through private distribution channels and to 
understand which segments of the population cannot afford to pay at all, 
such as orphans or the extremely destitute. Not only will private distribution 
stimulate economic opportunity and jobs, it will also create a sustainable sup-
ply of a critical good in the markets that will be there when the public and 
philanthropic funding for net distribution campaigns ends.

Incubating Social Change
By Michael Chu

“Our lives begin to end the day we become silent about 
things that matter” − Martin Luther King (1929-1968)

At the heart of any social enterprise capable of capturing our 
imagination and our personal commitment is a mission so im-
portant, that failing to achieve it leaves us somehow incomplete 
as human beings. Yet, to reach it we must overcome tremen-
dous obstacles.

For some of us, the mission is to save the environment from 
physical destruction, for others to ensure the civil rights of citi-
zenship. In my case, given my dedication to microfinance, it is to 
respond to material poverty that constrains the right to choose 
and limits the human potential of the majority of our planet's in-
habitants. Yet, we all share a common fate – we are all Davids 
facing our own Goliaths. The question we face is simple – how 
can we create leverage to achieve ambitious goals with resources 
that will always be in short supply?

Social entrepreneurship faces the additional challenge of intrac-
table objectives in scope or in time. Every year, we measure our 
performance and if we achieve the extraordinary instead of the 
satisfactory, we are happy, especially if we have done better than 
others in the same sector.

Yet when the goal cannot be measured in net income and finan-
cial returns, but according to the benchmark of a social mission, 
we are condemned to measure our achievements in terms of 
what still remains to be accomplished, not what has already been 
done. No matter how many square kilometers of nature have 
been protected, the yardstick is what still remains under threat; 
no matter how many political prisoners have been freed, what 
counts is how many are still behind bars. When what is at stake 
is not a dollar more or less but human beings and any delay is 
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measured in lost human potential, logic implies there can be no other state 
but one of continued emergency. As a result, while understanding how to be 
successful is important in business it is vital in social enterprises.

Defining	the	Benchmark:	Hallmarks	of	Successful	Social	Enterprise
Successful social entrepreneurs are those who contribute significantly to the 
resolution of an issue that haunts us. In identifying them, personal satisfaction 
or spiritual happiness are only consequences of the work, and should not be 
mistaken for the end purpose. Indeed, experience shows that when a social 
enterprise takes off our personal feelings are a poor guide to the actual prog-
ress we have made in the fight against our Goliath. Being sensitive to numer-
ous issues is a good proof of our compassion, but the cruel truth from the field 
is that few things are in fact working as they should. I would like to suggest 
that to resolve social challenges substantially we must satisfy four key criteria.

The first is the ability to impact a significant share of our target population. In 
my case, the war on poverty, the challenge amounts to the three billion hu-
man beings who live and survive on less than two dollars a day. If we man-
aged to invent a magical potion that could immediately eliminate poverty, but 
only succeeded in providing it to a hundred thousand people, we would have 
won only a small skirmish. The first requirement to lodge our stone between 
Goliath’s eyes is to be able to impact the issue at hand on a large scale, and 
not simply scrape against it. In tackling poverty, for instance, we must be able 
to get to hundreds of millions of people.

The second criterion is to be able to commit long enough to ensure the sus-
tainability of the solution. The problems we face – such as poverty, public 
health, nature conservation and climate change – are unlikely to be eliminated 
in a single generation, even with the best intervention models. So, social en-
trepreneurs should know plan, and act for the long haul.

The third criterion is to deploy effective interventions. Social entrepreneurs 
should adopt the Hippocratic Oath of doctors – to do no harm, to create no 
unhealthy dependencies, to avoid humiliating those helped, fostering bad 
practices, or generating false hopes. And thereafter ensure that what we do, 
far from being a cosmetic palliative, truly helps.

The fourth criterion is to make these interventions efficient. As even Bill and 
Melinda Gates have realized, our resources are always in short supply. To use 
them wisely is not only desirable, but incumbent upon us as guardians of an 
expectation of public good.

Defining	the	Process:	The	Theory	of	Change
Social enterprises must, then, have four essential characteristics of scale, sus-
tainability, effectiveness, and efficiency, if they are to be successful in their 
goal. The sad reality, however, is that no entity can achieve all this alone. Every 
actor of the social entrepreneurship ecosystem can provide one of the key 
components of the solution, but none can deliver them all. Social enterprises 
must therefore analyze the roles of their stakeholders, and what they can con-
tribute towards these four criteria.

Philanthropy is one such stakeholder. Most, if not all of the achievements of 
social entrepreneurship would not exist today without it. When philanthropy 
reaches its full potential, it sheds light on those powerful ideas which can 
change the world, and enables them to develop their own momentum.

Development agencies such as the Inter-American Development Bank, the 
World Bank, and the United Nations Development Program, can in turn fulfill 
their mission potential by acting as wealthy and enlightened relatives, helping 
these transformative ideas reach adolescence.

Yet neither philanthropy nor the development agencies are structurally de-
signed to guarantee either scale or sustainability. In order for them to really 
flourish, ideas must ultimately be like adults, able to stand on their own feet.  
It is for this reason that development agencies and philanthropy have sought 
for so long to establish partnerships with governments. The state can provide 
such initiatives with massive scale and sustainability.

So went the theory of change, either explicitly or implicitly: ideas blossom, 
they are developed with philanthropic help, tested with the support of devel-
opment agencies, and the more successful intervention models are then taken 
over by the public sector for massive replication. 

Social entrepreneurship, however, presents a difficult dilemma for the public 
sector. It can provide scale and sustainability, but in this case sustained effec-
tiveness and efficiency are just as important. Experience shows that the public 
sector, for various reasons, cannot satisfy these additional criteria.
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Meeting	the	Benchmark:	The	Overlap	of	Private	and	Social	Enterprise
If the role of philanthropy is to reveal ideas, if development agencies manage 
pilot trials, and if the public sector is faced with structural constraints that re-
duce efficiency, how can we comply with all four criteria?

Private enterprise is the only actor I know capable of delivering consistently the 
four attributes of scale, sustainability, effectiveness and efficiency. This is not 
the achievement of a particular company, but of the sector as a whole. Com-
panies are born, prosper and die, but the system survives. 

On a recent trip, I started my flight by turning on my computer made by Leno-
vo in China; a year ago it would have been an IBM from the United States, and 
tomorrow God knows who will have produced my computer and where. But I 
have the absolute certainty that I will not be short of a computer and further-
more that tomorrow’s model will be better and cheaper than the one I have 
today. This is the most powerful quality of the market. How, and when, can 
that power be tapped by social entrepreneurs?

Microfinance offers a case in point. Modern microfinance was basically born 
at the same time in Latin America and Asia in the early 1970s. Yet, the con-
cept could never have blossomed without private philanthropy and public sup-
port at a time when the idea of providing financial services to the poor 
seemed completely preposterous. Empowered by venture philanthropy, AC-
CION since its inception in 1973 tried to build an alliance with the entrepre-
neurs of Latin America. Essentially, the ACCION network in Latin America was 
born out of the union between a social enterprise and leaders of the private 
sector. Across countries, from Mexico to Bolivia and Argentina, local entrepre-
neurs attended the birth of modern microfinance – not only as fund providers, 
but as direct managers. After philanthropy allowed for all possible mistakes 
effective methodologies were developed and their serious trial and testing 
was made possible by development agencies such as IADB and USAID. This led 
to the birth of banks that are now fully integrated into the banking systems of 
their countries and demonstrate that servicing the poor is more profitable and 
less risky than servicing the rich in Latin America. To achieve this reality, which 
is driving the truly massive delivery of microfinance services to low-income 
communities, cross-sector collaboration was essential, allowing each contribu-
tor to do what he knows best.

But the creation of social value by the private sector is neither automatic nor 
guaranteed. Although financial returns are essential to generate market capi-
tal flows, it is competition that ensures that the creation of economic value 

continues to be shared over the long term with families of lower-income 
groups.

The	Value	of	Partnerships
So what is the fundamental learning to be drawn from microfinance for social 
entrepreneurship?

The power of microfinance stems from the fact that something that generates 
great social value – the access to financial services – could be turned into a 
commercial undertaking in order to achieve scale, sustainability, effectiveness, 
and efficiency. This approach is valid, if not for all, then at least for most social 
enterprises, and adhering to it can yield powerful results.

If the private sector can deliver all four criteria, what is the role of the public 
sector? First, it is to define the rules of the game so that market entry is accel-
erated and not substituted, ensuring a free and dynamic competition of social 
enterprise. This requires that social entrepreneurs establish a dialog with the 
public sector to help it act in this fashion, against its natural tendencies. The 
second role of the state is to be the funding agent of last resort for those is-
sues of significant social impact that cannot be resolved with market mechan-
ics, at least until the social entrepreneur’s creativity goes to work.

The four criteria identified previously are not met easily. The private sector of-
fers all, but for models to reach a stage of market viability also requires hard 
work. And finally, the continued ability of a model to do good rests on spurring 
competition, even in the field of social enterprise. To achieve all this, the hope 
to change the world rests not in any one stakeholder. It rests in the collabora-
tion between philanthropy, development agencies, the public sector, and pri-
vate social enterprise, to create market mechanisms that ensure the scale, sus-
tainability, effectiveness, and efficiency of initiatives of high social value.
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A Matrix Approach to Enabling Effective
Philanthropy
By Maximilian Martin and Andreas Ernst

“I know Kung Fu.”
“Show me.” – Neo and Morpheus in the movie The Matrix

Introduction:	Choosing	an	Issue
Action research and evidence from our advisory work confirm 
that philanthropists care about meaning and impact. This is ex-
cellent. But aspirations alone are seldom enough to achieve 
measurable results. Being successful in philanthropy requires 
identifying an issue to support and then developing a strategy to 
support it.

At this year’s Forum we are introducing the concept of "philan-
thropy matrix groups" to help our clients work through this two-
pronged challenge. The matrix groups will bring together three 
select groups of innovative philanthropists – the people who 
should meet and engage in rigorous joint problem-solving, but 
may not yet have had a chance to do so.

Let us start by looking at the "rows" of this matrix – the choice 
of issue.

Effective philanthropy requires choosing issues and interventions 
that are at inflection points. But making that choice is not an ac-
cident – or at least should not be. Rather, intelligent choice of 
issues to address requires considering two factors – issue rele-
vance and inherent solvability. Philanthropists need to under-
stand where an issue lies on this two-dimensional grid to estab-
lish both what is important, and what is realistically possible be-
fore embarking on an intervention strategy.

It is best to illustrate this issue-action framework through some 
examples. Mapping issues as a function of their ripeness and 
ease of being addressed, we have decided to prioritize the fol-
lowing three issues this year (see figure 1):

C4CC – Cleantech for climate change: how can philanthropists add the 
most value in preserving a complex global public good?
C4C – Commodities for change: how can owners of companies in extrac-
tive industries best contribute to positive social change through philan-
thropic action?
F4F – Finance for foundations: how can foundation assets be invested to 
unlock greater financial performance, and greater alignment of investment 
policy and philanthropic mission?

Commodities4Change

Cleantech4ClimateChange

Finance4Foundations

Ripe

Not	Ripe

Is
su

e

Easy	to	address Hard	to	address

Solvability

Emerging

Figure 1: The Issue-Action Framework

Source: UBS Philanthropy Services

Strategy	Matters:	The	Pillars	of	the	Philanthropy	Matrix
Gaining clarity about issues and action options is critical. But so is building trust 
and identifying ways to move forward. This is best achieved through a process 
that fosters joint learning and sharing in a safe-space environment. To build that 
trust, and manage the amount of information, all preparatory matrix group con-
versations will be conducted in strict confidence. Global philanthropists with sig-
nificant expertise with respect to the issues in question will facilitate the matrix 
groups. They will take the groups through a structured process that applies the 
three pillars which sustain inflection-point philanthropy to the issue in question:

•

•

•
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Programmatic	work. Given an issue such as climate change, commodities, 
or foundation finance, how can I identify initiatives that are close to an inflec-
tion point? What are the leading indicators to be watched? Which types of 
interventions move a program on to a track for impact? When should I exit? 

Governance	of	philanthropic	vehicles. Genius and leadership are impor-
tant drivers of social change, but they reside in persons whose lifespan is 
finite. This is why many philanthropists seek to build institutions. How can I 
properly institutionalize my efforts to be best prepared to benefit from in-
flection points? What should I keep in mind when building a professional 
foundation board and secretariat? When is a core group of professional 
staff needed? What are the options for involving family members? And 
what does permanence in the very long run mean? 

Financial	investment	of	philanthropic	resources. How can philanthro-
pists ensure that the financial assets of their philanthropic vehicles are prop-
erly invested for performance and inflection? Which role does the invest-
ment policy play? What about alternative asset classes and for-profit invest-
ments that support the philanthropic mission? What about the role of pro-
fessional intermediaries such as investment advisers?

 

Strategy

Is
su

e

Programming 
for Impact

Deriving
Governance

Investing for 
Performance

Cleantech4Climate-
Change

Commodities-
4Change

Finance4-Founda-
tions

Figure 2: The 2007 Philanthropy Matrix

Source: UBS Philanthropy Services

•

•

•

C4CC	–	Cleantech	for	Climate	Change
The matrix group "Cleantech4ClimateChange" seeks to address a topic that 
occupies a corner position in the issue-action space: the issue is ripe, but tak-
ing effective action is hard. Strong scientific evidence suggests that there is 
causal relation between human activity and a global change in climate condi-
tions. Attempts to face this challenge are being made on various levels, which 
open a whole kaleidoscope of intervention possibilities to philanthropists.

Clean	technology. Accelerating return on technology presents opportuni-
ties to make significant progress in the global effort for climate control. 
What are the latest developments in energy creation and energy efficiency 
technologies? How can nanotechnology, hydrogen fuel cells, solar energy, 
and bio-fuels help in mitigating climate change? What are the success fac-
tors of efficient distribution and which obstacles and market failures are 
currently most pressing? 

Cleantech	investment	opportunities. According to research from Dow 
Jones VentureOne and Ernst & Young, global venture capital investment in 
cleantech companies stood at US$ 1.28 billion in 2006, compared to US$ 
664.1 million in 2005. What does this rapid inflow of capital mean for in-
novation opportunities in cleantech applications? Which technologies are 
facing a bubble? Which are largely overlooked and undervalued, thus of-
fering opportunities? To which extent can this increasing flow of funds be 
absorbed? Beyond pure cleantech, which other industries (e.g. insurance) 
will be affected by increasing numbers of global natural disasters?

C4C	–	Commodities	for	Change
The matrix group "Commodities4Change" seeks to address a topic that occu-
pies an intermediate position in the issue-action space: the issue is somewhat, 
though not yet fully, ripe, and there are ways to address it, but these are not 
easy. Companies involved in extractive industries are currently facing new 
challenges and opportunities with regards to their philanthropic activities:

Since the Industrial Revolution, several companies in the commodities sec-
tor have exercised an active philanthropic engagement in the sites where 
they operate, providing not only employment, but also housing, medical 
care, child care, elementary and secondary schooling, etc. to the local pop-
ulation. An example of this variant of corporate philanthropy is the so 
called company town model, by which the firm is practically taking on part 
of the work of the state at the local level. Do company town models con-
stitute an effective way of philanthropic contribution? What are the limita-

•

•

•
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tions and risks of this model? How will recent developments of the CSR 
movement affect the way in which the company town model is imple-
mented? 

With the advent of globalization, some industries in the commodities sec-
tor began to face strict scrutiny from civil society organizations regarding 
the social and environmental consequences of their production activities. 
Conscious of the risks from association in the consumer mind with irre-
sponsible production, and aware of their incapacity to tackle these issues 
independently, these industries have concluded multi-stakeholder agree-
ments with NGOs, retailers, investors, and technical experts in order to de-
fine the most pressing environmental, human rights, and social issues as-
sociated with their production activities; provide recommendations for re-
tailers and others seeking to produce or invest responsibly; and set up 
comprehensive regulatory schemes. Some examples of these initiatives are 
the Forest Stewardship Council and the Framework for Responsible Min-
ing. Do these agreements constitute effective mechanisms to deal with the 
above mentioned issues? To what extent is it really important to ensure 
multi-stakeholder cooperation?

F4F	–	Finance	for	Foundations
The matrix group "Finance4Foundations" will address a topic that occupies an 
inverse corner position to climate change in the issue-action space: the issue is 
emerging only now, but taking effective action is relatively straightforward. So 
what are we talking about? The globalization of philanthropy and financial in-
novation are significantly altering the constraint-opportunity set for founda-
tion asset management.

Foundations with large endowments are exposed to increasing public scru-
tiny of their investment policies and their degree of alignment with the 
foundation’s philanthropic mission. An independent approach to a founda-
tion’s programmatic work and its investments can create reputation risks, as 
recent coverage in global media has highlighted. How can large founda-
tions then manage increasing media scrutiny of investments? Do mission-
related investments (MRI) represent an opportunity to reconcile investment 
and programmatic objectives? 

Foundations with small endowments face a different challenge. To be able 
to maximize the resources available for their programmatic work without 
compromising a foundation’s ability to pursue its work in perpetuity, foun-
dation endowments need to generate significant financial returns. 

•

•

•

Large endowments can achieve this by allocating a percentage of the endow-
ment in alternative asset classes such as private equity or hedge funds. How-
ever, smaller foundations are often not able to access top-decile private equity 
or hedge funds because they lack critical size. How can smaller foundations 
overcome the obstacles? 

Conclusion
The UBS Philanthropy Forum is an experimental, content-driven platform. Hav-
ing looked at how to exercise leadership through philanthropy in 2005 and 
how to create leverage in 2006, this year the Forum will look for inflection 
points in philanthropy – to quote Andy Grove, the founder of Intel, the mo-
ment when "the old strategic picture dissolves and gives way to the new."

This requires a dynamic perspective and a bit of experimentation. We are con-
vinced that there is value in enabling significant and innovative donors to es-
tablish personal relationships based on face-to-face interaction in a safe-space 
environment of peers. And since they face shared strategic issues and options, 
there is value in jointly working through emerging challenges in a rigorous 
way. Climate change, commodities, and foundation finance are at different 
stages in the issue cycle. They also differ in terms of availability of viable solu-
tions. To get one’s hands around these challenges and enable effective philan-
thropy, we propose an exercise in matrix algebra this year. No worries, no un-
reasonable demands will be made to calculate scalar products. The brainwork 
required will be both challenging and fun.
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Cleantech: Hype or Opportunity
By Alois Flatz

“Successful investing is anticipating the anticipations of 
others” − John Maynard Keynes (1883-1946)

Philanthropists seek to exercise leadership on issues they are 
passionate about. Fighting against global warming or environ-
mental degradation has become a main objective for many. 
Some philanthropists actively promote change by advocating a 
better framework or by creating awareness. Others focus on ac-
celerating technology to promote progress in the global effort to 
protect the environment – clean technology. 

Clean technology encompasses innovative products or services 
that simultaneously reduce financial and environmental costs 
whilst driving better performance. These technologies offer dra-
matic improvements in resource efficiency and productivity, are 
cheaper to manufacture and operate, and are more energy effi-
cient, whilst being ecologically sustainable, or at least less harm-
ful. Clean technology offers some great investment opportuni-
ties and considerable amounts of money have already been in-
vested in the area. According to Dow Jones VentureOne, global 
venture capital investment in clean technology companies 
reached US$ 1.28 billion in 2006, compared to US$ 664.1 mil-
lion in 2005. CalPers, one of the largest pension funds globally, 
recently allocated US$ 400 million to clean technology venture 
capital investment over the next few years.

Whilst the clean technology market provides exciting investment 
opportunities, it is important to be aware of the pitfalls or risks in-
volved. These include technology, market, and commodity risks. 

Investing in clean technology is different from traditional technol-
ogy investing. It bears much resemblance to industrial engineer-
ing, which means that the development and commercialization of 
technologies frequently takes more time than in other venture 

capital areas, such as IT. This often means high capital expenditure, and sev-
eral funding rounds, which can reduce returns. Early stage investors could, as 
a result, find it difficult to increase valuation between rounds, especially be-
fore commercialization is underway.

Large dependence on legal frameworks and incentive schemes can also present 
market and economic risks. Market barriers have blocked a number of clean 
technologies from developing their anticipated growth potential. An example is 
the fuel cell driven car, announced by Daimler and Ford in 1998 to be launched 
in 2002, which five years later still has not been implemented. Many clean tech-
nologies also require behavioral changes. Problems have arisen where percep-
tions, supported by savvy marketers, are twisted without a full understanding of 
the technology. The adoption of the Toyota Prius car is one such example, be-
coming more of a fashion statement than an environmental one.

Commodity risks characterized by high volatility may have a severe effect on 
renewable energy projects. A heavy dependence on feedstock can erode mar-
gins, particularly in the case of biomass projects where input prices rally as 
they have done in the past three years i.e. corn, wood chips or used vegetable 
oil. As a result many projects do not create the steady cash-flow streams and 
returns usually expected from asset based projects.

Institutional and focused investing in clean technology is about managing risks 
and shaping a suitable investment strategy. A prudent investment strategy 
should include a number of factors: 

Diversification to include non-energy areas
Focusing on technology companies
Concentrating on expansion stage and growth companies
Leveraging the opportunities in Europe

Diversification starts with a broad definition of clean technology and adding 
sectors such as water and efficient use of materials to renewable energy tech-
nologies. Experience has shown that water and renewable energy investments 
are not correlated. 

By focusing on technology companies, rather than projects, dependencies on 
the commodities market can be substantially minimized. Investments in tech-
nology companies need lower capital expenditure and can achieve higher 
multiples. The current stage of many technologies makes it possible to profit 
from the economics they can achieve through scaling up.

•
•
•
•
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Concentrating on expansion stage and growth capital is also vital. Risk is re-
duced by investing in companies which own market-proven technologies. The 
requirement of a minimum level of revenues when assessing a company is ad-
visable to help determine the market acceptance of the product. A focus on 
valuation is another important consideration – avoiding high valuations for un-
proven technologies is important. 

Clean technology is one of the few areas where European markets have an 
edge. Early framework setting in German speaking countries, Benelux, Spain, 
the UK, and Nordic countries have created significant demand for clean tech-
nologies. Europe now has the lead in most solar, wind and biomass technolo-
gies and many non-European companies are targeting Europe as a market to 
sell into; others are looking to Europe as a potential funding source, particu-
larly with London’s AIM and the Frankfurt Stock Exchange hosting a large 
number of public market exits in the clean technology space. 

The drivers for clean technology have never been more compelling: increasing 
oil prices, increasing energy demand, growth in emerging market economies, 
increasing environmental awareness, the Kyoto protocol, and energy security 
all feature strongly in the clean technology story and the significant invest-
ment opportunities emerging from this space. Moreover, these opportunities 
offer attractive financial returns whilst having a positive impact on the sur-
rounding environment. Clean technology should therefore appeal to financial 
investors and to investors pursuing mission related investment strategies 
(MRIs). 

Until less than ten years ago, one of the greatest challenges was to increase 
acceptance of Sustainable Investing. This was achieved to a large extent in 
1999 when we created the Dow Jones Sustainability Indexes, the world’s first 
and most recognized financial sustainability index. 

Today, the challenges are different. Only with new forms of energy and intel-
ligent technologies will we be able to prevent large ecological changes from 
leading to social disasters. This constitutes a large investment opportunity, but 
also a great challenge. Our role here is to provide dedicated cleantech exper-
tise that helps grab the investment opportunity and at the same time address-
es the current environmental challenges. 

The ICCAS Approach
By Uday Khemka

“Every man takes the limits of his own field of vision for the 
limits of the world” − Arthur Schopenhauer (1788-1860)

In October 2006, a unique group of people concerned about the 
threat climate change poses to humankind decided to convene 
at the Iceland Climate Change Action Summit (ICCAS) to see 
how they could make a difference. Made up of the Environment 
Taskforce of the Forum of Young Global Leaders (YGLs), interna-
tional philanthropists, and climate change experts the group met 
in Reykjavik at the invitation of the President of Iceland, Olafur 
Ragnar Grimsson to come up with a concrete action plan to uti-
lize their resources and skills to combat climate change.

Over the course of three days the communities worked together 
to discover how they could leverage their respective experience 
and networks to ensure that not only specific initiatives were 
moved forward but to explore for the first time how these three 
groups could work together and amplify each others successes.

A number of key themes were discussed throughout the course 
of the summit including: 

Promoting the theme of "Beyond Short Termism" in business, 
finance and politics;
Publicizing the many business and profit opportunities that 
arise in the context of lowering carbon emissions and the low 
carbon economy;
Creating awareness among political and business decision 
makers around the world on the issue of global warming; and
Conceiving country specific mitigation strategies and ap-
proaches.

•

•

•

•
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What became increasingly clear over the duration of the event was that the 
need for collaboration and information sharing was acute if climate change 
was to be successfully addressed. A number of the philanthropists, for in-
stance, were interested in learning more about how they could get involved in 
the climate change arena, but felt that the issue was so diverse that they were 
not sure where to start. As a result one of the major initiatives to come out of 
the ICCAS event was the Climate Change Philanthropy Action Network – a 
new gathering of philanthropists who are determined to work together to en-
sure that their investments and grants make the most impact possible on glob-
al warming through knowledge sharing and coordinated giving. 

At the end of the three days, the ICCAS participants left Iceland having de-
veloped a new network of high-level contacts, a clear sense of how they 
could participate in the fight against global warming, and a set of concrete 
projects which were working to influence business and decision makers to 
take the threat of climate change seriously and come up with innovative so-
lutions to address it.

Timing the Grantee:
New Models – Where do We Stand?

The Value Proposition of Venture Philanthropy, by Maximilian Martin

Social Entrepreneurship in Germany, by Ann-Kristin Achleitner

What Is Cooler than a Solar Chiller?, by Peter Heller

Culture and the Arts: A Long-Run Perspective, by Dario Disegni

The Prospects of Hybrid Value Added Chains, by Olivier Kayser
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The Value Proposition of
Venture Philanthropy
By Maximilian Martin

“Surplus wealth is a sacred trust which its possessor is 
bound to administer in his lifetime for the good of the 
community” – Andrew Carnegie (1835-1919)

Introduction
Analogous to social entrepreneurship, venture philanthropy – of-
ten also referred to as "high-engagement philanthropy" – has 
been the new show in town in philanthropy since the mid-nine-
ties.1 Five trends are fuelling its rise to prominence: the general 
growth of more entrepreneurial approaches to social change; 
the increasing professionalization of civil society; increasing lev-
els of wealth; the changing demographic composition of do-
nors; and their greater desire for involvement in philanthropic 
ventures. Notwithstanding, the visibility of the venture philan-
thropy landscape continues to greatly exceed the actual volumes 
of philanthropic resources deployed.

More and more philanthropists are intrigued by venture philan-
thropy’s focus on identifying inflection points and assisting 
grantee organizations in mastering step changes, creating qual-
ity opportunities for involvement and demonstrable impact. But 
when does it make sense to get involved in venture philanthro-
py? And for whom?

To grasp the fundamental value proposition of venture philan-
thropy, this article looks at the example of Europe, where most 
venture philanthropy organizations (VPs) are currently small and 
experiment with many intervention models. 

1 The term "venture philanthropy" dates back to John D. Rockefeller III, who used it 
in 1��� in a hearing on tax reform before the Committee on Ways and Means at the 
U.S. House of Representatives. However, the takeoff of venture philanthropy as a dis-
cernible approach dates back to the mid-1��0s, the rise of the new economy, and the 
influential article by Letts, C., Grossman, A.: "Virtuous Capital: What Foundations 
Can Learn from Venture Capitalists." Harvard Business Review, 1997.

To make inferences about the opportunities the European venture philanthro-
py landscape offers, we need to look at three issues:

What are the main characteristics of VP organizations? 
As a driver of future practice, what is the "DNA" of venture philanthropy?
Finally, what does this mean in terms of resource allocation? What condi-
tions need to be present to make for a good match between VP and "in-
vestee"?

The	European	Venture	Philanthropy	Landscape	
The good news for prospective venture philanthropists is straightforward: a 
lot remains to be done. In many European countries, there are only a few ven-
ture philanthropy organizations at most. They are small compared to the more 
traditional charitable foundations. A 2006 overview paper by Skoll Fellow Rob 
John lists 36 venture philanthropy organizations in Europe. The European Ven-
ture Philanthropy Association (EVPA), currently Europe’s sole network of VP 
organizations was created in 2004. It had 39 members in December 2006. 
The general mindset is decidedly experimental. Analogous to social entrepre-
neurship, practitioners and academics put forth a host of competing defini-
tions of what venture philanthropy is or should be, and how it relates to ven-
ture capital. For economy of argument, we will sidestep this debate and focus 
on actual practice. A survey of 35 VPs provides the following picture:2

Focus	on	startup	philanthropy	and	step	changes. VPs focus over-
whelmingly on supporting early or expansion-stage civil society organiza-
tions. In the sample, 86% of the respondent organizations focus on 
growth, 63% on early stage, 46% on established organizations, and 14% 
on mergers (multiple priorities possible).
Micro-size. Most VP organizations are very small. 54% have 1-5 staff 
members.
Some	involvement	in	governance. VPs take a less interventionist ap-
proach to involvement than venture capitalists, but they tend to be more 
involved than "traditional" foundations. In the sample, 15% of respon-
dents report a board seat as a requirement for funding, whereas 24% state 
they never get involved at the board level. 61% reserve the right to take 
board places depending on the individual investment case. 
Still	mainly	traditional	financing	instruments. Grantmaking remains 
the preferred means of financing target organizations, but there are some 
interesting innovations. 83% of the respondents make grants, 63% make 

2 John, R. "Venture Philanthropy: Evolution and Opportunities." Presentation at the 
WINGS Forum 200� on Emerging Patters in New Philanthropy, Bangkok. 
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loans, 43% take equity, and 26% engage in mezzanine financing. Given 
the strong interest in financial innovation, new tools are likely to become 
significant in the medium term.
Involvement	beyond	financial	instruments. Value-added, non-financial 
services are considered key to the VP social change value proposition. Many 
funds position themselves as contributing services related to strategy, gov-
ernance, financial management, fundraising, and access to networks. Such 
services are delivered either through in-house capabilities or by third parties 
that may or may not be in a strategic relationship with the VP.

The	DNA:	From	Venture	Capitalist	to	Venture	Philanthropist	
In addition to understanding the landscape, prospective philanthropists also 
need to assess the cultural fit of an intervention model with their own back-
ground and values. What are the organizing principles of VP practice? Under-
standing the "DNA" of venture philanthropy requires grasping its relationship 
with venture capital. Venture capital provides the underlying source of wealth 
and professional socialization of most venture philanthropists. 

Venture capitalists are in the business of identifying promising startups and in-
vesting in them. They typically take a systemic perspective: combining multiple 
companies into a portfolio is critical to reduce individual investment risk. Venture 
capitalists then take the portfolio companies through a clearly defined growth 
process with the objective of cashing out within a certain period of time, usually 
between four and seven years after the initial investment, depending on the 
type of venture. Essentially, this means anticipating inflection points that drive 
economic value. As the portfolio companies grow, need for financing the ex-
pansion arises, and venture capitalists draw in new investors.

Venture capital is an interesting source of returns on investment. But venture 
capital is also regarded as a disproportionate source of innovation in business 
relative to the volumes invested. Examining the relationship between venture 
capital activity and rates of patenting in a sample of 530 venture-backed firms in 
the U.S., Kortum and Lerner find that while the ratio of venture capital to R&D 
has averaged less than 3% from 1965-1992, venture capital accounted for 15% 
of industrial innovations in the sample.� This twin observation of venture capi-
tal’s disproportionately high contribution to innovation and its low contribution 
level to overall R&D expenditure is consistent with the underlying logic that a 

� Kortum, S., Lerner, J. "Does Venture Capital Spur Innovation?" NBER Working Paper 
����. National Bureau of Economic Research,1���. http://papers.nber.org/papers/W����

•

closer look at the venture capital mechanism reveals. The question is, how can 
venture philanthropy play an analogous role in civil society?

Since venture philanthropists typically have a background in venture capital, 
their philanthropic activities build on key concepts and experiences from their 
profession, seeking to adapt them to the realities of civil society. To some extent, 
this is an exercise in translation. In the language of VPs, "donor" becomes "so-
cial investor," "grantee" becomes "investee," and "nonprofit leader" becomes 
"social entrepreneur." Fortunately, venture philanthropy goes beyond an exer-
cise in semantics. Concepts such as the generative grammar (Noam Chomsky) 
or the habitus (Pierre Bourdieu) help to understand the main patterns in venture 
philanthropists’ practice: based on their experience, mental models predispose 
venture philanthropists to structure reality in a certain way, and to prefer specific 
arenas and approaches in their philanthropic interventions. Four defining experi-
ences in the world of venture capital drive venture philanthropists’ practice.

A keen sense of timing. Venture capitalists use systems of discrete funds to 
implement their investments. The typical fund life span is in the order of 6-7 
years, and funds are organized into general and limited partners. General 
partners contribute expertise and limited partners the money. The general 
partner makes all investment decisions and is compensated by the limited 
partners for managing the fund, typically at a base fee of 2% of the fund vol-
ume, plus 20% of the performance ("carried interest"). The investments of 
the limited partners are subject to lock-up periods, but they get 80% of the 
fund’s performance. As general partners, venture capitalists need to develop 
a keen sense of timing as one of their core competences. They are used to 
looking for investments that are likely to be able to pay off within the fund’s 
life span. In most cases, this means that they need to identify investments 
that are likely to pay off within a range of 2-4 years. As a result, they will look 
for investments that do not require very long lead times in terms of research, 
and they must not be confused with "business angels" who fund the earliest 
stage of an innovation. 

Cyclicality as a fact of life. Venture capital is a cyclical business. Since the 
ultimate objective of venture capital is cashing out a multiple of the initial 
amount invested, the absorption capacity of the IPO market is critical. Funds 
come and go with the business cycle. This leads to cyclical funding patterns. 
Analogously, the first wave of venture philanthropy followed the dot.com 
boom in the nineties, and venture philanthropy then became much less vis-
ible again when tech stocks took a nosedive. Recently, venture philanthropy 
has made a comeback on the back of rising securities markets.

•

•
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Schematized "inflection-point" investment process. Venture capital-
ists need to have a keen sense of inflection points that drive value. They 
take portfolio companies through a three-stage sequential investment pro-
cess. Series A investments back a team with an idea to develop a prototype. 
Series B investments help bring this working prototype to market and build 
the initial pipeline of orders. Once a product shelf is in place, series C invest-
ments grow the pipeline of orders and the client base. To avoid liability and 
conflict of interest, venture capitalists are unlikely to invest in different 
funds that have overlapping portfolio companies. 

Focus on measurable innovation. Venture capitalists create economic 
value by mainly investing in, developing, and selling companies that have a 
technology component. However, given the funds’ short life spans, they are 
more likely to recognize and fund innovations that represent improvements 
within an established frame of reference, rather than fundamental break-
through innovations. Empirical evidence supports this – of the 1,303 high-
tech IPOs from 1993-2002 on NASDAQ and NYSE, only 25 were classified 
as "highly innovative."4 

The	VP-Investee	Relationship
When a venture capitalist migrates to the field of venture philanthropy, he or 
she builds institutions that embody some of the core organizing principles of 
the venture capital industry. Prospective venture philanthropists need to ask 
whether these fundamental engagement principles are aligned with how they 
want to operate. The following five action principles drive VP strategy and 
funding decisions:

Exit and self-sufficiency. Profitable exit is critical in venture capital. A core 
stated principle of venture philanthropy is the desire to be able to exit fund-
ing at some point because investees have achieved financial self-sufficiency. 
This sounds quite logical – philanthropic resources are scarce, so there is no 
point in locking them up longer than necessary. In practice though, this ap-
proach has implications for the set of organizations that are likely to be 
funded. In cases where social entrepreneurs or NGOs seek to provide public 
goods, there may be no earned-income models available to cover all costs. 
Similarly, venture philanthropists are more likely to fund social service orga-
nizations or local businesses in underprivileged communities than advocacy 
organizations with no underlying earned-income business.

� Stuck, B., Weingarten, M. "How Venture Capital Thwarts Innovation." IEEE Spectrum, 
200�. www.ieeexplore.ieee.org/iel�/�/�0���/01�1���1.pdf
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Theory of success. Venture philanthropists seek to define what constitutes 
success in terms of social impact and then try to establish metrics and mile-
stones to measure the achievement. They will then seek to reward success, 
as well as requiring accountability for failure to meet objectives. This ap-
proach favors measurable innovation that can be reached within a medium-
term timeframe, rather than long-term funding of fundamental research. 
Moreover, for many VPs success is correlated with scale. This tends to favor 
interventions that are scaleable. This approach reaches its limits where a 
cause requires long-term involvement, e.g. in the case of disaster prepared-
ness initiatives, and where success is contingent on factors outside the con-
trol of the organization. 

Financial engineering. While many venture philanthropists do in fact 
make grants rather than for-profit investments, there is great interest in go-
ing beyond grantmaking and developing innovative financing mechanisms 
for non-profits. Moreover, venture philanthropists are aware of changing 
risk-reward profiles at the different stages of a venture. This makes for for-
profit social entrepreneurs with strong underlying sustainable businesses 
that create social impact a promising target of venture philanthropy, which 
can provide a combination of capital injection, strategy advisory, and finan-
cial engineering. 

Involvement. Just as venture capitalists often seek board seats to make 
sure their portfolio companies stay on track, venture philanthropists often 
seek a formal form of involvement with the organizations they fund. This 
tends to be a mixed bag. Often, adding value to the operations of civil soci-
ety organizations requires sector-specific skills that venture philanthropists 
do not have. On balance however, many civil society organizations have 
margin to further professionalize their management. Organizations that 
welcome explicit board roles that render donor influence visible are natural-
ly compatible with VP governance preferences. 

Core funding. Venture philanthropists express greater willingness to fund 
core operations, rather than just specific programs. This helps to build insti-
tutional capacity and is perhaps the most significant departure from estab-
lished funding approaches where foundations put up money for programs 
without footing the bill for the accompanying institution-building of the in-
vestee. Organizations with a strong underlying intervention model looking 
for core funding will be a natural match for VPs.

•
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Conclusion
For prospective philanthropists, it is worth noting that venture philanthropy is 
unlikely to displace more established patterns of philanthropic giving. Howev-
er, the approach has comparative advantage with respect to a specific set of 
social challenges. When considering whether to set up a VP organization, or 
targeting one as a potential source of co-funding, philanthropists are well ad-
vised to critically assess whether the value proposition of venture philanthropy 
– its core components or "DNA" – is compatible with their work and ambi-
tions:

Preference for funding social service organizations with measurable and 
scaleable outputs
Ability and ambition to build organizational effectiveness
Predisposition to lend credibility to an investee, similar to lead venture capi-
talists who lend credibility to a startup

These are exciting times for innovative civil society organizations and venture 
philanthropists alike. There is a lot of room for further growth: in Europe, ven-
ture philanthropy is a more recent development than in the U.S. The European 
venture philanthropy scene is currently in a take-off phase. Institutionalization 
is just beginning, as the activities of the EVPA indicate.

Given the cultural heterogeneity of Europe, the success of the emerging ven-
ture philanthropy movement will be contingent to some degree on its ability 
to recognize and work productively with the cultural, legal, and economic 
specificities that characterize different European countries. The "swarm of lo-
custs" debate in 2005 in Germany indicates that skeptics remain regarding the 
ability of venture capital and private equity to contribute to healthy economic 
growth. Similarly, venture philanthropy is not without critics. 

In coming years, it will be interesting to note to what extent the growth pat-
tern of the venture philanthropy "industry" will follow the business cycle. But 
the overall outlook is good – new engagement opportunities are coming on 
stream, both in terms of innovative VP programs, and nontraditional ap-
proaches to financing social change work. It is an exciting time to become a 
venture philanthropist.

•

•
•

Social Entrepreneurship in Germany
By Ann-Kristin Achleitner

“Knowing is not enough; we must apply. Willing is not 
enough; we must do” – Johann Wolfgang von Goethe 
(1749-1832)

The Nobel Prize awarded to Muhammad Yunus and the gener-
ous donations, especially those by Bill and Melinda Gates and 
Warren Buffet, as well as the reporting triggered thereby gave 
rise to the impression last year that social entrepreneurship and 
venture philanthropy have become significant phenomena. As 
important as they may be, developments in this direction are still 
in their infancy – especially in Germany. A lot must still happen 
for them to become effective.

It is an important development that in 2003 Ashoka began to 
look for social entrepreneurs in Germany and last year honored 
six fellows. This proved that this kind of personality may also exist 
in Western Europe and that such individuals can work on social 
problems here using the same approach. In the same year, the 
first German social venture capital fund, BonVenture, was started 
– it has since established a portfolio. And the Schwab Founda-
tion for Social Entrepreneurship, too, has been honoring Ger-
mans for the past two years.

To be sure, the concept of a social entrepreneur is still hard to ex-
plain in German. Because of Germans’ critical attitude toward 
entrepreneurship, the social sector has an especially difficult time 
to be associated with it. In addition, an unambiguous categoriza-
tion is not so easily possible.

If the concept of a social entrepreneur still needs to be explained, 
the concepts "social venture capital" and "venture philanthro-
py" are even more confusing. Even experts associate with both 
expressions, profit-oriented venture capital investments as well 
as an exit after a given time. It is difficult to explain that the ma-
jority of investments are not profit-oriented and that exits must 
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also be considered differently. It would be helpful, therefore, to limit the use of 
social venture capital to profit oriented venture capital investments in which 
social aspects influence the investment decision. Venture philanthropy has a 
broader, more comprehensive meaning and is therefore not limited to profit 
oriented investments; in part the expression is also used in the context of pure 
gift giving. High engagement philanthropy may better describe the goal than 
venture philanthropy – namely the intensive, long-term, also non-financial sup-
port that is, of course, also to be found in venture capital financing. If the pres-
ent terminologies are maintained, it will demand much effort to clearly define 
the concepts and to disseminate them in a catchy way.
 
Existing approaches in Germany do not only require better understanding, but 
must also expand substantially. Those social entrepreneurs that are successful 
will need growth capital that will be beyond the scope of the single German 
fund, and the latter, too, will need market partners for syndication as well as 
for possible exits. The development of an ecosystem of a social capital market 
is, therefore, indispensable. 

There can only be financing for social entrepreneurs if additional funds devel-
op, i.e. more investments flow into the social sector, and if traditional capital 
market instruments are successfully utilized. In order for more funds to devel-
op, understanding of this new asset class and its integration in asset allocation 
must develop beyond what has been said above. Toward this end it is neces-
sary to devise the reporting on social entrepreneurs in such a way that efficient 
performance control becomes possible – but with an adjusted performance 
measure. Here everyone is challenged to agree on uniform standards as soon 
as possible in order not to further burden the already inefficient capital alloca-
tion mechanism with unnecessary data collections. Also necessary is the devel-
opment of reporting structures that are equally useful for the management of 
the social enterprise and the reporting to the investors. 

At the same time, the evaluation mechanisms known from classical invest-
ments, i.e. rating as well as research, must be transferred to this sector. Toward 
this end new approaches must be developed, which presents a challenge for 
the sciences and the consulting sector. At the same time, however, the cre-
ation of new intermediaries is necessary. Who is to do a possible rating? In 
which way may research reports be realized? New Philanthropy Capital is one 
example of the driving force of such intermediaries even in the social sector, 
without which there cannot be a market.

Finally, classical investment banks are also challenged to transfer their knowl-
edge about the functioning of capital markets. As transactions in the area of 
micro-loans show, this need not be commercially uninteresting. By acting in 
this field, banks are creating new instruments on which asset management can 
build. Only by making available asset titles in which investors can actually in-
vest, will there be an investment surge in this sector beyond individual big fund 
investors. For this to succeed, it will be necessary to acquire a better under-
standing of the different motivations of various social investors: the concepts 
of risk and return will look different in this asset class, should it become one.
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What Is Cooler than a Solar Chiller?
By Peter Heller

“Opportunity is missed by most people because it is 
dressed in overalls and looks like work” – Thomas Alva Edi-
son (1847-1931)

Last summer I had a pleasant dinner with colleagues from the 
Emirates, watching the sunset over the Greco-Roman ruins of 
Jerash in Jordan. We discussed the "dark matter" behind the 
breathtaking urban development in parts of the United Arab 
Emirates, notably Dubai and Abu Dhabi, propelling its citizens 
and residents into a dreamlike 21st century environment unpar-
alleled in the region’s history.

I learned that in summertime, at 40-50° C, more than 50% of 
the electric peak load in the Emirates‘ grid is absorbed by the 
myriads of small air conditioners which you find in a hole in the 
wall of (almost) each office and each apartment: a nightmare for 
the grid managers of the utilities, as vast capacities of fossil fuel 
power generation have to be run in "stand by" mode. "Smart 
energy planners do not like that as much as climate activists do," 
we concluded in a final toast. 

Indeed, solutions are emerging now. The technology of solar 
thermal collectors, either in the flat or the vacuum-tube version, 
is well advanced to reliably deliver heat at 80-110° C to power a 
new generation of smaller "inverted" heat pumps which trans-
form the heat (or thermal energy) into cold and serve as a refrig-
eration machine – a "chiller."

How does it work? A chemical heat pump is based on the prin-
ciple that water molecules bind more efficiently to certain hygro-
scopic salts than to other water molecules. As a consequence, 
when using two separate bowls in a confined space – one con-
taining water (evaporator), and the other containing hygroscopic 
salt (reactor) – water will evaporate to the salt that absorbs the 
water. When the confined space is in a state of vacuum the water

transport will be so high that the water will start boiling in order to produce 
vapor at the same speed as it is absorbed by the salt. Such evaporation re-
quires energy. If the energy is not supplied from outside the system it will be 
taken from the water itself, which as a consequence gets colder. In essence 
the evaporation process transports thermal energy (heat) from the water to 
the salt. The temperature difference increases until a maximum difference, at 
which the salt is no longer able to absorb more water.

The basic physics of this "sorption technology" have been known for a hun-
dred years, and although this has never been rocket science it was a significant 
achievement to discover high efficient sorption materials to get the "contain-
er-sized" devices down to the volume of a dish-washer. These chillers provide 
cooling power in a range of 5 to 10 kW – and do not have a (real) AC power 
cord, they only need a few watts for the electronic controller. It is quite amaz-
ing that just a handful of research and development companies in Europe and 
Japan have taken on the challenge to commercialize this clean, sturdy, decen-
tralized technology and bring the smart chillers to the market. Prospective ar-
eas of application go well beyond the solar world; the "powerless" air condi-
tioners can be driven by any external source of residual heat from small cogen-
eration units, fuel cells, or micro turbines. The smallest systems would even fit 
into automotive applications.

For the environment the impact is substantial: for more than 25 years we have 
witnessed a steady increase in the number of air conditioners in family homes in 
southern regions fuelled by the increased standard of living and increasingly hot 
summers. On the micro level, installation of an electrical air conditioner for a sin-
gle family substantially increases the energy consumption; this, on the macro lev-
el, renders climate protection and the Kyoto commitments entirely unattainable.

After 6 – 10 years of research on different technical tracks – absorption, ad-
sorption, energy storage options, etc. – the first pilot projects are underway to 
test the potential of solar cooling and to understand the long-term dynamics 
of the chillers and the entire integrated systems. The more successful research 
and development companies are now being courted by the big players in the 
air conditioning market and some forward-thinking utility companies. One of 
these developers, ClimateWell from Sweden, recently received the "Technol-
ogy Pioneer Award 2007" of the World Economic Forum. If it works well, and 
we shall know before the end of this decade, solar cooling is poised to be-
come one of the most prominent disruptive technologies in the sunny regions 
of the world, among them the Middle East and the Mediterranean. 45° C out-
side, 18° C inside, fully sun-powered – what is cooler than a solar chiller?
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Culture and the Arts: 
A Long-Run Perspective
By Dario Disegni

“What is fair in men passes away, but not so in art”  
− Leonardo da Vinci (1452-1519)

In the tradition of the grantmaking activity of banking foun-
dations in Italy, the preservation of heritage has always been 
regarded as a priority. Banking foundations inherited in the 
1990s a relevant role in the field of culture and the arts and a 
lot of experience. At that time, the new perspective for foun-
dations funding projects was completely different from the 
idea of sponsorship which inspired the philanthropic activity 
of saving banks. Foundations needed new ways, concepts 
and ideas to identify rules and strategies that defined their in-
stitutional role. 

In the preservation of heritage, one of the most relevant dif-
ferences between the sponsorship-oriented philanthropic ac-
tivity of savings banks and the new perspective taken by 
foundations is time. The idea of time has completely changed: 
small grants with an immediate result can fit the need of a 
sponsor, but there is more that can be achieved by changing 
the timing perspective.

Today we are fully aware that we can see the relevant impact 
of funding cultural policies only if a long-term perspective is 
considered. If we consider the complexity of culture, it is al-
most impossible to perceive positive results without building 
a well defined strategy in a long-term framework. One of the 
contexts in which the matter of timing seems to be definitely 
essential is the idea of the Cultural District, as a main area de-
fining an artistic and historical path which, if well managed 
and promoted, could improve the cultural supply of the area 
and consequently become a vehicle for economic develop-
ment. In a more and more global society, based on the spread 
of information and on the rules of free market, cultural policies

are vehicles for change within the society, the territory, and the ways of life.  
At the same time, helping to build a process of cultural identity can enhance 
the opportunities of areas where shared cultural values become an opportu-
nity for social change. Also in the contemporary urban context, where the 
complexity and the quickness of change is unprecedented, culture becomes 
an element of strong social cohesion and in the same way the "economy of 
knowledge" is a key tool to face the decline of an industry and to generate 
new forms of development. The promotion of cultural heritage can be an im-
portant source of economic development: to achieve that, it is necessary to 
take a pattern of productive economy where culture makes up the added val-
ue for competitive advantages. 

Obviously, to make that process possible it is necessary to think in a long-
term perspective given the complexity of the activities to be run in the pro-
grams and the number of different actors involved in the process. Culture 
today is deeply present inside the processes of creation of economic value, 
especially in the local development policies, where it has become the focus 
of new strategies aimed to improve the quality of life, as in the case of the 
Cultural Districts. The attention paid by local authorities with regard to the 
creation of new museums, the interest in the performing arts, the "public 
art" or the processes of revitalization of the cities, is today a widespread 
practice. In the areas where culture has become the focus of strategic plan-
ning, it has played the role of catalyst for the improvement of economic 
activities related to the local development and for the enhancement of all 
parts of civil society to cooperate. In modern Cultural Districts public au-
thorities, non-profit organizations, the private sector, and citizens can 
work together to reach common goals and values contributing in a decisive 
way to the development of social cohesion. 

Furthermore, there are some critical issues connected with the role of cul-
ture in the economic process where it is clear that only long-term invest-
ments can lead to significant results. For that reason, endowed grantmaking 
foundations have to consider that only long-term investments fit the need of 
the Cultural Districts policies and have to be aware of the importance of 
their role, since they can guarantee a long term intervention and stability. 

The experience of Compagnia di San Paolo in recent years can show the 
will of granting programs conceived for the purpose of creating and en-
hancing Cultural Districts. The organization had a relevant role in the work 
done to organize the Winter Olympic Games in 2006 in Turin. In that case, 
from 1998 to 2006 several local institutions worked together on the proj-
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ect to reach a well defined goal. The effort of the organization has been 
relevant, constant and shared in partnership with public authorities and 
other non-profit institutions; 2006 has represented a great opportunity to 
verify the sustainability and potentiality of Cultural District policies run in 
the Olympic valleys and in the city of Turin. The next step will be to en-
hance the visibility reached thanks to the event and to sustain the progress 
and the new cultural and economic role of the area.

The Prospects of Hybrid Value 
Added Chains
By Olivier Kayser

“A business that makes nothing but money is a poor busi-
ness” – Henry Ford (1863-1947)

Rodrigo Alvarez owns 3 hectares of lemon trees in Guerrero, 
Mexico, barely enough to keep his family alive. Erratic rain pat-
terns in Guerrero cause low yields and irregular crop quality. Lo-
cal "coyotes" buy his lemons at a low price and make a hefty 
margin when selling them in nearby Acapulco.

Investing the 75,000 Pesos (US$ 6,800) that would be the mar-
ket price for an effective irrigation system would allow Rodrigo to 
triple his revenues, pay back the investment in 18 months, send 
his children to school and change his family’s prospects for ever.

So, why does Rodrigo not manage to make such a profitable in-
vestment? Contrary to what we may think, money is actually 
available in the form of agricultural subsidies from the Mexican 
Government. So what is the reason? In the language of econo-
mists, what is the reason for this market failure?

The reasons are multiple and create a systemic obstacle that Ro-
drigo is unable to overcome:

Though the subsidies are available at the central level, there is 
no financial distribution system in place to reach small farmers 
such as Rodrigo. 

The actual prices charged for such an irrigation system to a 
small farmer by traditional (and sometimes corrupt) intermedi-
aries is triple the market price, thus making the investment un-
attractive.

1.

2.
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Through this work, we have learned that Hybrid Value Chains are viable, eco-
nomically sustainable models. The prices are set at a level that enables Aman-
co to make a fair profit, justifying their early investments. In fact, a successful 
roll out would generate US$ 30 to 45 million in annual sales of irrigation 
equipment for Amanco, benefiting over 12,000 additional farmers every year.

In addition, the CSOs derive a sustainable source of financing in a way that en-
hances their social mission and reduces their dependence on grant money 
from foundations.

As we are planning to scale up the pilot program in Mexico, we realize that one 
of the key challenges will be the extreme fragmentation and often weak orga-
nizational readiness of CSOs in rural Mexico. The second major challenge is the 
cultural differences that years of ignorance and mistrust have created between 
"businesses" and "citizen sector organizations." The vision, commitment and 
deep capabilities of Amanco will be key to reaching the scale required.

Ashoka is pursuing similar pilot projects in different countries (Brazil, India) 
and industries (housing, health insurance) with the objective to demonstrate 
the feasibility of Hybrid Value Chains and convince other companies to follow 
suit and to develop a knowledge base to help them.

Encouraged by C.K. Prahalad to explore the market opportunities at the bot-
tom of the pyramid, corporations worldwide are attending seminars, engaging 
consultants and launching pilot programs. A recent and highly publicized ex-
ample is the joint venture Danone and Muhammad Yunus’ Grameen Bank 
have formed to produce and sell low cost yoghurts in Bangladesh.

We believe that the most enlightened companies will follow Danone’s exam-
ple and recognize that they are entering a market that they have historically 
ignored and where their usual business practices are excessively costly and in-
effective. Seeking to cooperate with citizen sector organizations in building 
Hybrid Value Chains though inevitably challenging over the short term is prob-
ably the soundest route to success in these previously untapped markets. 

With today’s corporations under pressure to find new sources of growth and 
to demonstrate their corporate social responsibility, the emergence and spread 
of Hybrid Value Chains may well be the long awaited inflection point in inter-
national economic development and great news for Rodrigo!

Due to basic infrastructure requirements (i.e. water supply) an effective irri-
gation system requires a minimum size of 50 hectares, thus requiring the 
coordination and agreement of many small farmers. 

The increased output created by the irrigation system will require Rodrigo 
to access new markets beyond the local area.

Like Rodrigo, tens of thousands of small Mexican farmers do not have access 
to such worthwhile investments that could help them start climbing the eco-
nomic and social ladder. In addition to keeping thousands of families in pover-
ty, this situation has major negative environmental (waste of water) and eco-
nomic (dependence on imports of agricultural products) impacts.

How to address this market failure? How to overcome the set of systemic ob-
stacles listed above, not only in the case of lemon producers in Guerrero but 
for all small farmers in Mexico and in developing countries?

We at Ashoka believe that at least part of the answer lies in creating "Hybrid 
Value Chains," a new approach that combines the capabilities of the business 
and citizen sectors.

To test this concept, Ashoka has been working over the last three years on a 
pilot project with Amanco – a corporation manufacturing irrigation systems in 
Latin America – and with Ashoka Fellows leading citizen sector organizations 
(CSOs) active in rural Mexico. 

Amanco designs, manufactures and installs the irrigation systems 

The CSOs act as distributors, marketing and selling the systems to small 
farmers whom they are already serving as part of their social work. In addi-
tion to this classical distributor role, the CSOs provide a range of comple-
mentary services (e.g. facilitating access to credits, subsidies, markets, and 
technical services) that enable the irrigation equipment market. 

Ashoka assists as a coach and consultant to both parties in the process and 
designs critical structural solutions: developing a financing system with the 
leading Mexican micro-credit institution (led by another Ashoka Fellow) and 
securing a marketing arrangement with Wal-Mart (in the case of Guerrero). 

The pilot project is starting to bear fruits: this Hybrid Value Chain has gener-
ated US$ 550,000 in sales, reaching close to 100 small farmers.

3.

4.

•

•

•
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 are that they have not yet attained their desired level of business success or 
wealth, hold much of their wealth in their business assets, and need to devote 
the bulk of their time and consciousness to their commercial enterprises. 
Moreover, they state that they are still learning about the world of philanthro-
py and about their place in it. They are seeking answers to questions about 
what their priorities might be, what is currently being done by others and how 
well, and how much money and time they will have to devote now and in the 
future. They are not anxious about dealing with these questions and do not 
consider them to be a burden. They already have some provisional answers 
from what they are already doing by way of philanthropy and from what they 
already recognize as causes and people they identify with. Moreover, they ap-
preciate the opportunities to learn more about the world of philanthropy from 
their peers, spouses, and, when so involved, from working in and around a so-
cial-venture partnership.

Although growing into a philanthropic identity will occur at various lengths of 
time in the future, there is no hesitancy on the part of most young entrepre-
neurs that philanthropy will become an ever more central way of life. Many 
appreciate how much wealth they will control, expect to pass on only a rela-
tively small amount of their wealth, and are actually anticipating the day when 
they can unleash their energy and financial resources to attend to the com-
monwealth. It is not a matter of whether they will assume a more comprehen-
sive philanthropic identity, or whether it will be substantial. The question is 
timing. And even then, some are now extremely involved, financially and pro-
grammatically, many are highly dedicated, and most are associated directly 
with philanthropy amidst their family and business obligations. Philanthropy is 
a calling they already feel; it is a vocation they are likely to follow now and 
more vibrantly as time goes by.

The Emerging Vocation of Philanthropy
By Paul Schervish and John Havens1

“If you have much, give of your wealth; If you have little, 
give of your heart” – Arab proverb

There is evidence that a philanthropic identity for a wealth hold-
er is the development of a self-conception and a way of life that 
focus on allocating wealth for the care of others instead of on 
the accumulation of wealth.

Most wealth holders who are young in chronological age or in 
business tend currently to be more infused with a business than 
a philanthropic world-view. Older donors who have been active 
in business and philanthropy for years are already substantially 
engaged in well-conceived and well executed philanthropic proj-
ects to which they have contributed large sums of their wealth. 
These donors who have come from an entrepreneurial back-
ground have turned the corner on a philanthropic identity. They 
have either brought their philanthropic activity to the forefront 
of their self-conception or have made it equal to their business 
role. For young wealth holders, however, there is still an explicit 
anticipation of an even greater contribution of time and money 
in the future. Although many of them are already highly dedicat-
ed to philanthropy and can be said to have adopted a philan-
thropic identity, they join their peers who are not yet so philan-
thropically involved in anticipating that they expand their philan-
thropic involvement when they have either more financial re-
sources or time to offer. 

There are several factors that young entrepreneurs cite as limit-
ing a more extensive and intensive involvement at this stage of 
their commercial careers. Among these factors, they point out,

1 Excerpted from "Agent Animated Wealth and Philanthropy: The Dynamics of Accu-
mulation and Allocation Among High-Tech Donors." Boston College, 2001.
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An Entrepreneur’s Appeal
By Jim Fruchterman

“My theme for philanthropy is the same approach I used 
with technology: to find a need and fill it” − An Wang 
(1920-1990)

Most entrepreneurs are motivated by far more important drivers 
than personal wealth creation. We are builders, creators of valu-
able products and free market competitors. We are good at solv-
ing problems. Personal financial independence is an important 
goal, but after you have achieved this for your family, what is 
next? This is the inflection point facing many hard driving entre-
preneurs, and it is presenting itself much earlier in life for our 
generation than past generations. 

For many of my peers in Silicon Valley and in the tech business, 
the next step is to create new businesses and leap back into the 
fray. They respond to this critical question by returning to the 
challenge they have already proved adept at meeting: creating a 
new business enterprise. The other main option is to leave busi-
ness and engage in government service, political office or the 
social sector. I want to focus on the social sector, because I 
strongly believe it is the best option for most entrepreneurs to 
utilize their proven skills while benefiting the broader society. 
 
Our technology community has become rich by selling its prod-
ucts around the world. We have a highly efficient system for cre-
ating products that solve problems and deliver value far beyond 
the confines of the city, state, province or country in which we 
happen to be based. We have only scratched the surface, how-
ever, of what we could be doing to help solve the pressing social 
problems that confront us. 

Rather than focusing exclusively on the top ten percent of hu-
manity who are the target market for most of our products, we 
could be bringing these same skills, connections, technology, ex-
perience and resources to everyone in the world. Many of these

opportunities are not as lucrative as the ones that businesspeople and tech-
nologists have focused on over the last decades, but they still demand our at-
tention. The same skills and sophistication we use to build great companies 
can and must be applied to the world’s biggest problems.

We are building on great role models, whether they be Carnegie or Dunant, 
Hewlett and Packard, or Gates and Buffett. We now realize that taking social 
action is in our direct interest, the interest of the business sector, and most im-
portantly, the interest of our children. Our business experience helps us under-
stand that human beings respond to incentives. There are many opportunities 
to utilize more entrepreneurial approaches to maximize the social returns of 
investing in social enterprises. 

The barriers are lower than you think. The idea that Bill Gates could set out to 
ensure the vaccination of every kid on the planet is completely feasible. What 
is your issue? Stopping domestic violence? Curing a specific disease? Increas-
ing literacy for women? Using the same techniques we apply as business en-
trepreneurs, any one of us could tackle the problems of the world as social en-
trepreneurs. There are thousands of individuals, couples, and families with the 
resources and the skills to make a major impact on a specific social issue in our 
region or around the globe.

Not all of us need to succeed to make this dream possible. The tech commu-
nity is famous for spawning many contenders in each new technology area 
and only a few survive. Imagine a world where five different people take five 
different approaches to solving a crucial problem. Even if only two approaches 
succeed, the world wins. 

Use the same approach you would if you were trying to start a company. Un-
derstand the issue and understand the people affected by the issue. Your po-
tential customers may be most in need of certain products or services and be 
the least able to afford it. We know that poor people can be quite sophisticat-
ed and hard working. Muhammad Yunus, who won the 2006 Nobel Peace 
Prize as the founder of the Grameen Bank micro loan program, made the 
point that poor people are poor because of lack of access to the tools they 
need to be successful such as accessible credit – which his bank was able to 
provide. We need to apply similar approaches when we develop and market 
solutions to people affected by social problems.

There are no defective customers in business. There are customers we can 
serve profitably, and there are customers that we cannot serve profitably.
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There are no defective people or communities when we move to social ser-
vice. These communities are simply responding to the incentives in their envi-
ronment. Cultural, financial, educational, regulatory, health or entrepreneurial 
incentives can be positive or negative in their influence on behavior. If we want 
to make a major impact, we need to understand the incentives of the people 
we want to help and assist them to respond to opportunities. If rapacious mon-
ey lenders keep poor women on the edge of survival, we can respond by mak-
ing microcredit available that helps those women to move from severe poverty 
to building assets for their families. If cultural barriers are keeping women from 
becoming literate, we can support advocates that are shifting societal norms 
and convincing people that literacy for women is in the interest of society. If 
young men are restless and unemployed, we can help them find positive out-
lets for their desire to matter. Social change is more challenging and complex 
than building a single business enterprise; let us approach this goal with the 
same discernment and drive we would apply to a new venture. 

The opportunity to make an impact is immense. The competition is frequently 
non-existent. There is so much to do. Let us get to work! The world wants to 
know that entrepreneurs and businesspeople really care about them beyond 
extracting money. I know that we care. Let us show them.

Family Philanthropy and The Family Office:
Building a Structure for the Future
By Kim Samuel-Johnson

“Unless a life is activated by sustained purpose it can be-
come a depressingly haphazard affair”  
– Richard Guggenheimer (1906-1977)

My family business, which in 2006 celebrated its 150th anniver-
sary, has over the past year undertaken the process of creating a 
Family Office through which the governance of our foundation - 
The Samuel Family Foundation - is beginning to flow. 

This move toward a more formalized structure was made in or-
der to achieve a sustainable balance between governance of our 
core business interests, diversification and growth in existing 
and new business and investment areas and the continuation of 
family unity and legacy for generations to come. 

This model also allows for greater clarity and transparency be-
tween the roles and responsibilities of the Board (made-up of 
inside and outside directors), the owners (family members who 
sit on the Board), family members, some of whom hold execu-
tive and other positions within the company, senior manage-
ment and outside stakeholders. 

By creating a family office integrated to the overall business yet 
with a distinct independent structure of its own, this model can 
be adapted successfully to the family foundation, reinforcing the 
impact of our philanthropy, the structure of formal partnerships 
and the measurement of results.

I am very proud to be part of the history of our family business 
and philanthropy which are an integral part of who we are as a 
family and as a company. This shared history gives us a connec-
tion to past generations, ties to the present generation and a 
bridge to the next generation.
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The challenge, as I see it, is how to take family values forward, while at the 
same time, not allowing family philanthropy to fall victim to what is commonly 
referred to in business as "founder syndrome," where the way decisions are 
made and the programs themselves are embedded in the past and thus do not 
adequately reflect the passions and interests of the current generation.

We need to take responsibility for where our money, our time and our energy 
are going, and with whom we are working, not simply to whom we are giv-
ing. When it comes to the time, mind, energy engagement proposition, the 
Foundation operates on a partnership-building strategy, not traditional grant-
making, with organizations that are carrying out wonderful, success-based ini-
tiatives in the areas where we are committed to the process of change. 

Family philanthropy, if left unattended, can easily become a conduit of family 
dynamics without absorbing some basic business dynamics in the process – 
which for me is essential if we, as philanthropists, are going to be successful, 
and at the same time are to ensure that the organizations and undertakings 
we support are going to be successful too.

In the history of our family firm, there seems to have always been a strong tra-
dition of succession planning. This issue of family succession and planning has 
been particularly felt when it comes to family philanthropy and the family 
foundation. 

And it is here where we must also re-address leadership and succession within 
the family, as it relates to our family foundation and our role as individual phi-
lanthropists, and come up with a way of bringing the best of the family dy-
namics to the table, and leaving the negative family dynamics off the table. 

I believe that if we do not re-focus this way, and continue to build the philan-
thropic arm of our family as a successful governance entity, not just a pro-
grammatic entity, we will have increasing difficulty in answering the following 
three fundamental questions: "Why are we in the philanthropy business?" 
"What is the purpose of having a family foundation?" and "What does the 
future hold?" 

I firmly advocate a governance-based leadership and succession plan for the 
family foundation. Philanthropy is a business, albeit one which runs along a 
heart and mind continuum. Accordingly, this business, its mission, its pro-
grams and its outcomes, must be managed and evaluated accordingly, not 

only by ourselves but by our partners, including social entrepreneurs in whom 
we invest and NGOs with whom we implement partnerships.

I maintain the same care and attention should be given to the family leader-
ship and succession plan as it relates to philanthropy, as to Board renewal, 
Management renewal, and every operating entity of the business. 

At the same time, the unique potential of philanthropy and social responsibil-
ity to act as family glue is enormous. And done right, with a governance struc-
ture such as the family office model, which has at its heart family legacy and 
values and at the same time respects the needs of the family business to be 
sustainable and to grow, this work can bring a lot of joy and fulfillment to the 
family and the family members, just as much, I think, as the business that 
bears its name.
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capability of biological human intelligence. I see this epoch as an increasingly in-
timate collaboration between our biological heritage and a future that tran-
scends biology.

The Singularity, then, marks a future period during which the pace of technologi-
cal change will be so rapid, its impact so deep, that human life will be irreversibly 
transformed. Understanding the Singularity will alter our perspective on the sig-
nificance of our past and the ramifications for our future. To truly understand it 
inherently changes one’s view of life in general and one’s own particular life.

Learning	from	the	Past:	Moving	the	Possibility	Frontier
The law of accelerating returns on technology has already transformed the 
lives of millions and gives us hope for the future.

Substantial portions of our species have experienced alleviation of the poverty, 
disease, hard labor, and misfortune that have characterized much of human 
history. Many of us now have the opportunity to gain satisfaction and mean-
ing from our work, rather than merely toiling to survive. We have ever more 
powerful tools to express ourselves. With the Web now reaching deeply into 
less developed regions of the world, we will see major strides in the availability 
of high-quality education and medical knowledge. We can share culture, art, 
and humankind’s exponentially expanding knowledge base worldwide.

The rich-poor divide, of course, remains a critical issue, and at each point in 
time there is more that can and should be done. It is tragic, for example, that 
the developed nations were not more proactive in sharing AIDS drugs with 
poor countries in Africa and elsewhere, with millions of lives lost as a result. 
But the exponential improvement in the price-performance of information 
technologies is rapidly mitigating this divide. Drugs are essentially an informa-
tion technology and we see the doubling of price-performance each year as 
we do with other forms of information technology such as computers, com-
munications, and DNA base-pair sequencing. AIDS drugs started out not 
working very well and costing tens of thousands of dollars per patient per 
year. Today these drugs work reasonably well and are approaching one hun-
dred dollars per patient per year in poor countries such as those in Africa.

Some worry that new technologies as they are developed may become the ex-
clusive domain of the rich, but that is not what humanity has experienced. 
Even where certain groups wish to restrict technology to a few, the ongoing 
exponential growth of price-performance quickly makes these technologies so 
inexpensive as to become almost free.

What Is Ahead
By Ray Kurzweil 1

“The past is but the beginning of a beginning, and all that 
is or has been is but the twilight of the dawn” − H.G. Wells 
(1866-1946)

Over the last twenty years, I have come to appreciate an impor-
tant meta-idea: that the power of ideas to transform the world 
is accelerating. Although people readily agree with this observa-
tion when it is simply stated, relatively few observers truly appre-
ciate its profound implications. Within the next several decades, 
we will have the opportunity to apply ideas to conquer age-old 
problems – and introduce a few new problems along the way.

During the 1990s, I gathered empirical data on the apparent ac-
celeration of all information-related technologies and sought to 
refine the mathematical models underlying these observations.  
I developed a theory I call the law of accelerating returns on 
technology, which explains why technology and evolutionary 
processes in general progress in an exponential fashion.

Consider the transcription of the human genome. In 1990, bio-
chemists had just finished a one year process of transcribing a 
mere one ten-thousandth of the genome. It was expected that the 
process would take at least a century, yet 15 years later the whole 
genome was transcribed. This phenomenon parallels Moore’s law 
which states that the computational capabilities of our computers 
double every year in price-performance and capacity.

The	Singularity	is	Near
I believe that we are on track to have US$ 1,000 computers that 
have at least the hardware ability (computational speed and mem-
ory) to simulate all several hundred regions of the human brain by 
2020. The software of human intelligence will take about a de-
cade longer. By 2050, US$ 1,000 of computation will exceed the

1 Excerpted from The Singularity is Near. Penguin Group, 200�.
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Technology empowers both our creative and destructive natures. The differ-
ence is in how we use it. Our best strategy is to encourage the constructive 
uses of new technologies while we invest in defensive technologies to protect 
against abuse. An example of this would be to invest in emerging technolo-
gies that combat biological viruses to defend against abuse of biotechnology. 

A common view is that science has consistently been correcting our overly in-
flated view of our own significance. Stephen Jay Gould said, "The most impor-
tant scientific revolutions all include, as their only common feature, the de-
thronement of human arrogance from one pedestal after another of previous 
convictions about our centrality in the cosmos."

But it turns out that we are central, after all. Our ability to create models – vir-
tual realities – in our brains, combined with our modest-looking thumbs, has 
been sufficient to usher in another form of evolution: technology. That devel-
opment enabled the persistence of the accelerating pace that started with bio-
logical evolution. It will continue until the entire universe is at our fingertips.

Peering	Into	the	Future:	The	Promise	of	Nanotechnology
One particular technology that holds great promise for humanity is nano-
technology – the capability of creating macro-size objects at the molecular 
level. Nanotechnology will bring an ability to morph the physical world to 
our needs and desires. Lingering problems from our waning industrial age 
will be overcome. We will be able to reverse remaining environmental de-
struction. Nanoengineered fuel cells and solar cells will provide clean energy. 
Nanobots in our physical bodies will destroy pathogens, remove debris such 
as misformed proteins and protofibrils, repair DNA, and reverse aging. We 
will be able to redesign all of the systems in our bodies and brains to be far 
more capable and durable.

How will this affect the world’s social challenges? Current discussions regard-
ing climate change do not include the word nanotechnology, yet this emerg-
ing technology will eliminate our need for fossil fuels within 20 years. Nano-
technology will dramatically change our ability to capture and use solar energy 
with nanosolar panels. We only have to capture three parts in ten thousand of 
the sunlight that falls on the Earth to meet 10% of our projected energy needs 
for the year 2025, which will be feasible with nanoengineered solar panels 
and fuel cells. 

Another application is nanofiltration membranes for water purification which 
provide dramatically improved removal of fine-particle contaminants, com-
pared to conventional methods of using sedimentation basins and wastewater 
clarifiers. Nanoparticles with designed catalysis are capable of absorbing and 
removing impurities. By using magnetic separation, these materials can be re-
used, which prevents them from becoming contaminants themselves. As one 
of many examples, consider nanoscale aluminosilicate molecular sieves called 
zeolites, which are being developed for controlled oxidation of hydrocarbons. 
This method requires less energy and reduces the volume of inefficient photo-
reactions and waste products.

Conclusion
Technology has always been a mixed blessing, bringing us benefits such as 
longer and healthier life spans, freedom from physical and mental drudgery 
and many novel creative possibilities on the one hand, while introducing new 
dangers. Nanotechnology is no different. It will introduce new toxins into the 
environment, just as discarded electronic products today introduce chemicals 
such as gallium arsenide into the ecosystem. As with all new technologies, the 
overriding concern is our lack of knowledge about a wide range of unexplored 
interactions.
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new financial tools and social investments, create public-private partnerships, 
engage coalitions of funders, use advocacy to shape public opinion, exercise 
adaptive leadership, and continually test new philanthropic innovations. These 
far more dynamic ways of working depend on a continuous flow of forward-
looking information to provide timely insights about the progress being made 
and the issues being addressed so that both grantors and grantees can make 
ongoing improvements in their work.

Foundations have even begun to rethink their missions, supplementing their 
broad and inspirational aspirations with more precise and achievable goals 
that are much easier to measure. Tracking progress toward ambitious but real-
istic goals, such as "building 1,500 low-cost housing units" or "increasing lo-
cal high school graduation rates by 25%," turns out to be far easier than mea-
suring the impact of grants that are intended to "improve quality of life" or 
"fully develop student potential."

The field of philanthropy is in a fundamental transition, therefore, from a tradi-
tional approach to evaluation, borrowed from academia and government, that 
relies on rigorous studies of past grants to a more performance-centered ap-
proach that provides foundations and their grantees with current information 
to answer three questions:

How can we better plan our work?
How can we improve implementation?
How can we track progress toward our goals?

These questions are not entirely separable, but form a single integrated pro-
gression of continually improving performance and increasing impact. This 
shift also carries implications for a foundation’s organizational structure. Pro-
gram staff can no longer move on to the next grant docket, leaving the analy-
sis of past grant making results to external evaluators. These newer evaluative 
practices require the time and attention of program staff to gather, interpret, 
and translate the raw information into actionable insights that can guide the 
work of grantees and refine program strategies. Foundations that adopt these 
processes often find that they need to readjust workloads, either by increasing 
staff, reducing the number of grants, or engaging consultants to work in close 
collaboration with staff and grantees.

In addition, our research disclosed five broader principles that seem to under-
lie effective evaluation practices across all of these different applications.

•
•
•

New Directions in Evaluation
By Mark Kramer

“Never let your sense of morals prevent you from doing 
what is right” – Isaac Asimov (1920-1992)

Philanthropy is not an academic exercise. Its purpose is to achieve 
social impact. Evaluation, therefore, serves philanthropy best 
when it leads to actions that increase impact.

Unfortunately, this rarely happens. With support from the William 
& Flora Hewlett Foundation, we recently undertook a study to un-
derstand why that is so, and to identify more pragmatic ways of 
using evaluation to increase the effectiveness of both foundations 
and their grantees. After nearly 100 interviews with foundation 
leaders, we found that foundations of all different sizes are taking 
a new and different approach in their use of evaluation. 

What unites these new approaches is the simplicity, clarity of 
purpose, and forward-looking nature of the evaluation. Each ex-
ample reflects a pragmatic effort to gather knowledge in order 
to shape future behavior. None look backward only to report on 
the results of completed grants. 

Thinking about evaluation as a forward-looking enterprise in-
volves a fundamental paradigm shift – not only about evaluation, 
but about the way that foundations achieve their impact. Since 
the early 1900s, foundations have often sought to achieve im-
pact by discovering new solutions to social problems, testing 
them on a small scale, then leaving it to government or other 
funders to roll out. This theory of change depends on rigorous 
retrospective evaluation studies to demonstrate the efficacy of a 
completed intervention in order to convince others to replicate it.

Today, however, foundations are adopting many new and differ-
ent levers for change. They work with social entrepreneurs to 
solve full-scale problems directly, build grantee capacity, harness



�0 �1

Aggregating Demand
 – Targeting Impact
By Maximilian Martin

“Anyone who has never made a mistake has never tried 
anything new” – Albert Einstein (1879-1955)

Introduction
While there is growing enthusiasm about a new golden era of 
philanthropy, philanthropists in fact often struggle with translat-
ing a philanthropic aspiration into effective support of a specific 
set of organizations or causes. The menu of civil society organi-
zations to choose from is large and growing. The sector suffers 
from a lack of transparency regarding performance. Platforms 
such as Guidestar (www.guidestar.org) provide comprehen-
sive information about organizations with charitable status. But 
it is much harder to devise one-stop information mechanisms in 
countries with decentralized tax administration systems. In a 
market with insufficiently strong signals as to who creates the 
greatest impact with scarce resources, search costs remain high 
for both grant makers and grant seekers. One study of the U.S. 
nonprofit sector puts the combined costs of grantmaking and 
fundraising at 22%-43%, compared to 2%-4% in the for-profit 
sector.1 From a rational choice perspective the capital allocation 
process in civil society can therefore be regarded as inefficient, 
compared to that in the world of business. 

For impact-minded philanthropists, there are two ways of deal-
ing with this inefficiency: 

They can seek to channel their giving through pathways that 
operate with lower transaction costs. This is mainly an exer-
cise in the aggregation of supply of and demand for funds.

1 Meehan, W. F., Kilmer, D., O’Flanagan, M. "Investing in Society. Why We Need a More 
Efficient Social Capital Market - and How We Can Get There." Stanford Social Innova-
tion Review, Spring 200�.

•

Create the expectations and processes to translate information into action. 
Foundations must develop the internal processes to convert raw data 
into insights, and insights into an actionable agenda.

Directly engage the key decision-makers 
The more engaged people are in the evaluation effort, the more likely 
they are to act on the results.

Let grantees take the lead
Although grantees usually defer to funders in setting performance met-
rics, the most accurate, consistent and efficient performance metrics we 
found were frequently developed by grantees. 

Choose the fewest and simplest measures
A small number of key measures on the most basic indicators of success 
generally provides the most workable solution.

Use targeted and compelling methods of communication
In this information-saturated age, the way in which evaluation results are 
communicated is as important as their methodology and findings. 

No single approach to evaluation is the optimum methodology for all circum-
stances. Instead, foundations must understand the full range of choices avail-
able, the different purposes they serve, and the circumstances in which they 
are relevant, in order to choose the approach that best captures the informa-
tion needed.

•
•

•
•

•
•

•
•

•
•
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of legitimate use of violence to uphold human rights. However, it is difficult to 
see how an advocacy-enabling civil society organization could monetize the 
benefits it creates. This means that earned income derived from core activities 
is unlikely to assure self-sustainability. Organizations such as Witness may be 
run more or less efficiently, or they may own businesses that provide an in-
come stream – but for their core activities, they will always depend on a sub-
sidy which is likely to take the form of a grant, whether it comes from a philan-
thropist, or a public contract.

The picture differs completely in the case of private-good social entrepreneurs. 
These are essentially small or medium enterprises that choose to operate as a 
social enterprise. Take the story of providing low-cost cataract eye operations.

In the 1980s, David Green, who later became an Ashoka Fellow, successfully 
raised, from U.S. manufacturers, large volumes of in-kind donations of intra-
ocular lenses (IOLs) needed to perform cataract operations at the Aravind Eye 
Hospital in India (cf. www.aravind.org, www.aurolab.com). This provided 
a core input necessary to scale the number of eye operations. The second driv-
er was a redesign of the surgery process along the lines of scientific manage-
ment, creating a low-cost eye operation chain with standardized, quality out-
comes. People who need a cataract operation and are able to pay for it, will 
do so. Providing cataract surgery is more like a business than like a public 
good. Rather than grants, it needs investment. 

When Aravind’s in-kind donation stream of IOLs dried up in the late 1980s 
due to a change in industry dynamics, the high cost of IOLs in the open mar-
ket – in excess of US$ 125 – became a constraint. In response, David Green es-
tablished a non-profit organization, Aurolab, as the manufacturing division of 
Aravind Eye Hospital. In a remarkable exercise in technology transfer, Aurolab 
managed to manufacture high-quality IOLs at affordable prices – about US$ 5 
a pair. Since 1992, Aurolab has supplied over 5 million lenses to its customers 
in India and over 120 other countries worldwide. Given its low cost base and 
secure access to core components, the Aravind cataract operation business is 
in principle very profitable. Today, Aravind treats about two thirds of its pa-
tients for free. The remainder effectively subsidize those who are not able to 
cover the full cost of the operation.

Human rights and health are both of fundamental importance to society. But 
the financing challenge of the cataract business differs structurally from that 
of human rights advocacy. Globally 37 million people are blind and approxi-
mately 150 million people have serious visual impairment. There is demand 

They can try to channel their giving to initiatives at the front end with a high 
delta in terms of social impact, thus compensating for inefficiencies in the 
capital allocation process. This is mainly an exercise in identifying initiatives 
with disruptive, high-impact patterns (this is what drives transaction costs, so 
one needs to work hard not to fall in the trap of the zero-sum game).

In this context, more and more philanthropists view social entrepreneurs as an 
exciting new conduit for social change. The best among them seem to hold 
out the promise of innovative, entrepreneurial ways to turn the tide on some 
longstanding social issues. 

As ambitious "investors" in entrepreneurial individuals and their business 
models for social change, more and more philanthropists target high impact. 
To be effective, it helps to understand the underlying sustainability of the ven-
tures, their aggregation into investment pools, and timing of investments.

Underlying	Sustainability
When asking how to finance a social venture, one first needs to gain clarity 
about the inherent sustainability of the underlying model.

Grants are the most effective form of financing social entrepreneurs who 
conduct activities that cannot reasonably be expected to ever become fi-
nancially self-sustainable. Applying economic theory, we can refer to them 
as public-good social entrepreneurs.
By contrast, some social entrepreneurs provide "private goods" that create 
a substantive economic benefit to their constituents. The social entrepre-
neur should be able to monetize a part of the benefits created to cover 
costs. This is the idea behind microfinance. Experience shows that a mix of 
capacity-building grants and for-profit investments is the most effective way 
to support private-good social entrepreneurs.

But do not all social entrepreneurs work for the public good? What is the dif-
ference? Let us look at two examples.

Partnering with local organizations around the world Witness, a U.S. nonprofit 
organization, works to get video cameras and cell phones into the hands of 
human rights activists. Recorded images serve to focus public attention on hu-
man rights abuses. Witness thus enables human rights defenders to make hu-
man rights violations visible. This transforms personal stories of abuse into sys-
tematic tools of justice. In short, Witness is in the business of providing a pub-
lic good. Every citizen benefits substantially if a government uses its monopoly 

•

•

•
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network of 965 computer schools in 11 countries. The organization had an an-
nual budget of US$ 2.4 million, and had trained over 600,000 youth in ICT 
skills since its inception. In terms of impact, a third-party study found that 
87% percent of program participants considered CDI to have had a positive 
impact on their lives. 90% of the students intended to do more courses, and 
79% expected to find a job after graduation. CDI managed to unlock funding 
from numerous organizations including IBM, Microsoft, and Globo.

Of course, not everyone who wants to support social entrepreneurs is ready to 
fund an untested organization. But how could a philanthropist source quality 
opportunities? This is where intermediaries come in. Two types of intermediar-
ies add value in the process.

First, intermediary organizations such as Ashoka select and seed fund social 
entrepreneurs. Selecting a quality social entrepreneur requires investing re-
sources to understand the business model, the size and dynamics of the un-
derlying market, the positioning of the social entrepreneur in this market, and 
the strength of the management team. All of this is costly. Performing the as-
sessment process – often referred to as due diligence – at scale helps keep 
costs within reason. To some extent, such intermediary networks can be com-
pared to fund-of-funds in the private equity field, with a large portfolio of so-
cial entrepreneurs rather than portfolio companies. By aggregating the supply 
of public and private good social entrepreneurs, they drive down search costs 
and reduce risk of failure for the individual philanthropist.

Second, intermediaries in the financial sector can help to aggregate both de-
mand and ensure cost effective allocation of capital. Similar to civil society, the 
philanthropy sector is largely atomized. Often, not even the ten leading do-
nors to a specific cause are likely to know each other. By contrast, wealth man-
agers such as UBS are well placed to convene their clients in a confidential safe 
space where they can compare notes on their giving, share insights, and find 
common ground for co-investment. By marketing specific social investment 
opportunities to their clients, wealth managers could aggregate demand and 
thereby help to create larger size investment pools.

Private-good social entrepreneurs are particularly promising. Here, applying 
the tools of investment banking can reduce the transaction costs of capital al-
location through the creation of funds with various tranches of target returns 
and risk exposure and collateralized debt obligations. In principle, a wide 
range of investment instruments above or below risk-adjusted market returns 
is conceivable (cf. figure 1).

for numerous Aravind-like inherently sustainable eye care systems. Once the 
Aravind Eye Care system ran smoothly, David therefore began to consult to 
other eye care systems around the world to enable them to become self-sus-
taining. Since 2000, this has allowed approximately 250 eye care programs 
globally to become profitable while offering quality services to the wealthy 
and the poor alike via price discrimination schemes. Properly run and scaled, 
such programs generate sufficient cash flow to support debt financing at 
manageable levels of risk. In principle, they should be able to access capital 
markets on commercial or quasi commercial terms. To this effect, David 
Green recently set up an Eye Fund that provides loans to eye care systems. In 
this mechanism, commercial investors receive a rate of return above the risk-
free market rate, and U.S. foundations that make program-related invest-
ments (PRI) receive lower returns commensurate with PRI instruments. This 
brings fresh, non-grant capital to the table.

Timing	and	Aggregation	
Conceptual clarity about the type of financing is critical to choose the right in-
struments: is the philanthropist dealing with a public or a private good social 
entrepreneur? But supporting social entrepreneurs also raises a set of ques-
tions centering on timing, willingness to take risk and optimal aggregation.

Properly selected, early-stage social ventures offer higher expected social re-
turns (the risk of failure is also higher). Imagine a philanthropist adding lever-
age to his or her philanthropic project portfolio by supporting a project with 
less than US$ 40,000 that results in a successful organization with a budget of 
US$ 2.4 million only ten years later, operating in 11 countries, and having 
touched the lives of over 600,000 young people? This is the "dream social in-
vestment" many philanthropists supporting social entrepreneurs look for, and 
also the real case of Rodrigo Baggio’s work on bridging the digital divide in 
Brazil and beyond (cf. wwwcdi.org.br).

In the early nineties, Baggio was a businessman and information technology 
teacher in Rio de Janeiro´s private schools. In 1993, Baggio started to experi-
ment with the use of computers as a tool for economic and social inclusion. 
He conducted two highly successful pilot programs in favelas in Rio de Janeiro 
in 1995. In 1996, Baggio was elected to the Ashoka Fellowship. This allowed 
him to dedicate himself full-time to build an organization called "Committee 
for Democracy in Information Technology" (CDI). In absolute terms, the three-
year fellowship stipend was small. US$ 37,400 provided the basis on which 
Rodrigo was able to build CDI within only ten years into an organization that 
creates a massive social impact. By 2005, CDI was operating a social franchise 
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Figure 1: The Range of Possible Investment Instruments 
Source: UBS Philanthropy Services

Currently, the single most important constraint to draw additional financial re-
sources into financing private good social entrepreneurs is precisely the chal-
lenge of identifying, characterizing and qualifying pools of possible invest-
ments and then aggregating them into sufficiently large capital pools to meet 
the minimal size requirements for the financial services industry. Mainstreaming 
supply aggregation requires designing mechanisms to uncover quasi-vetted 
deal flow of investment opportunities in private-good social entrepreneurs.

However, realism is also required. To operate at a reasonable scale and risk 
characteristics, most such for-profit investment opportunities require philan-
thropic capital somewhere in the background, be it in the form of technical 
assistance and capacity-building grants, or of first-loss commitments or loan 
guarantees that transform junk paper into investment grade. For example, the 
Eye Fund mentioned earlier operates in a dual structure: a loan fund accompa-
nied by a capacity-building Grant Fund for eye care loan recipients.

Involvement	vs.	Aggregation	
As a way to maximize social impact, the social venture capital approach is very 
attractive for philanthropists. Social entrepreneurs offer the opportunity to 
support early or expansion stage ventures with higher expected social returns, 
thereby adding leverage to the philanthropic project portfolio.

But while the design of transaction-cost minimizing transmission mechanisms 
for philanthropic capital is an important challenge, it would be a mistake to 
view effective philanthropy exclusively from a technocratic perspective. As Da-
vid Rockefeller pointed out in an interview in the Chronicle of Philanthropy in 
2006, "the impulse to participate in philanthropy comes from the heart, not 
just from the mind. It will be much less well done if it is just an intellectual con-
viction."

There is a relational element to philanthropy. When philanthropists look for 
ways to move beyond grantmaking, they do not just want to draw on the 
tools of investment banking to access a greater toolbox of financial instru-
ments. They are not merely impact-wanting beings. Their psyche is consider-
ably richer. Human beings act toward things on the basis of the meanings that 
the things have for them. Such meaning arises out of social interaction. As 
people encounter things, they make and handle meanings through an inter-
pretive process. Philanthropists who are well-disposed to supporting social en-
trepreneurs typically look for meaning as well as impact, and seek to express 
themselves as creative beings and search for meaning. 

This "symbolic" dimension of philanthropy enriches individual experience, but 
poses challenges to the aggregation of supply and demand. Supporting social 
entrepreneurs offers several dimensions of involvement that are personally en-
riching.

Focusing on social entrepreneurs means focusing on entrepreneurially-
minded individuals who act as change leaders. This offers the opportunity 
for entrepreneurially-minded people to connect at a personal level. 
Typically, the organizations of early-stage social entrepreneurs are small 
and leader-centric rather than institutionalized. This means that donors can 
leave a real imprint on the organization as they help it to scale by contribut-
ing money, insights, business expertise and access to key people.
Supporting social entrepreneurs offers the opportunity to visit field proj-
ects. Many donors report that it is precisely the project visits that provide a 
quasi-existential experience that can significantly strengthen their philan-
thropic commitment.

•

•

•
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Conclusion
There is considerable scope to render resource allocation to social entrepre-
neurs more effective by means of demand and supply aggregation and finan-
cial engineering.

As far as establishment of pathways that operate with lower transaction costs 
are concerned, the general outlook is positive. Philanthropists have begun to 
move away from the somewhat schizophrenic view that they sometimes hold: 
as donors, they are often happy to make grants, which provide an allocation 
that has a minus 100% return, or zero financial return. As investors, they pri-
oritize how to make financially profitable investments. 

In terms of market efficiency the range of "best practice" in social and eco-
nomic terms would be between these two points. "Public good" type social 
investments are likely to never provide a direct positive return in economic 
terms, though they may contribute to economic progress overall, such as the 
upholding of human rights. Wealth managers and investment bankers are well 
placed to engineer a sophisticated set of solutions to improve the efficiency of 
capital allocation to social entrepreneurs. Utilizing financial engineering skills 
readily available, mechanisms can be created that provide a positive economic 
return for an investment where the underlying investment loses money. 

For "private good" type social entrepreneurs, the outlook is even brighter. In-
stitutional and retail investment clients are now routinely offered a range of 
financial products with differing economic returns, sometimes even with guar-
anteed returns. In the institutional space CDOs (Collateralized Debt Obliga-
tions) and hedge funds have seen amazing growth. The private client sphere 
has seen a corresponding rise of structured and guaranteed products. In prin-
ciple, it is straightforward to transfer these concepts to the social entrepre-
neurship space, unlocking both social and economic return.

There is progress on identifying high-impact social initiatives as well. Reputed 
intermediary organizations such as Ashoka or the Skoll Foundation that focus 
on promising social entrepreneurs are expanding their operations, and new 
organizations are joining the space.

As we look ahead, we need to keep in mind that demand aggregation is not 
just a technocratic exercise. Philanthropy has an experiential dimension. There 
is progress to report on catering to philanthropists’ whole range of needs as 
well, thus enabling them to crystallize their ideas and translate them into ef-
fective giving. Through knowledge exchange platforms on philanthropy such 

as the UBS Philanthropy Forum, wealth managers are uniquely well placed to 
offer their clients the safe-space environment needed to both surface the 
"soft" elements of philanthropy and strategically explore the tradeoffs associ-
ated with actual resource allocation decisions.
 
Notwithstanding, many challenges remain concerning demand and supply ag-
gregation, and the design of specialized financial products to finance public 
and private good social entrepreneurs. They include cost-effective due dili-
gence processes, the identification of a critical mass of reliable deal flow, as 
well as technical challenges regarding product design. 

However, the interplay of capacity-building educational activities in the field 
of philanthropy, where demand and supply aggregating schemes are dis-
cussed and arouse a great deal of interest, and financial innovations that apply 
the logic of collateralized debt obligations familiar from microfinance to other 
classes of underlying assets is unleashing an interesting dynamic. It builds both 
demand for and supply of innovation in the field of financing high-impact so-
cial change initiatives, many of which are driven by social entrepreneurs. 

Looking ahead, we can be reasonably confident that rather than being the ex-
ception, aggregating demand and targeting impact will eventually become 
the gold standard of philanthropy.
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Fruchterman believes that technology is the ultimate 
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fessional career, Alois Flatz has focused exclusively 
on the interface of investing and sustainable devel-
opment, including the establishment of private eq-
uity and financial advisory businesses. He was a 
managing partner with BTS Investment Advisors, a 
specialised boutique focused on investing in the In-
dian private equity sector. He now serves as a board 
member to BTS IA. In addition, Alois Flatz is a co-
founder of VantagePoint Global, an independent, 
not-for-profit organization dedicated to promoting 
sustainable investing in emerging markets. Prior to 
his above mentioned positions he was a partner at 
SAM Group, an asset management company fo-
cused on sustainability investments. As head of re-
search, he was responsible for all research activities 
of the group - which was independently rated #1 in 
the world - as well as for their product development 
and SAM Indexes. Alois Flatz is the co-founder of 
the Dow Jones Sustainability Indexes (DJSI), the 
world’s first and most recognized financial sustain-
ability index. 

Jim	Fruchterman is President, CEO, and Founder of 
Benetech. A technology entrepreneur and engineer, 
Fruchterman has been a rocket scientist, founded 
two of the foremost optical character recognition 
companies, and developed a successful line of read-
ing machines for the blind. He is now a leading so-
cial entrepreneur through his deliberately non-profit 
technology company, Benetech. Benetech concen-
trates on applying technology to human rights and 
literacy for people with disabilities. Fruchterman has 
won numerous awards for his work, including the 
2006 MacArthur Fellowship and the Skoll Award for 
Social Entrepreneurship in 2004 and 2006. He was 
named a Schwab Social Entrepreneur in 2003, which 
has allowed him to attend and speak five times at 
the World Economic Forums in Davos, Switzerland. 
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tion, he is deeply involved in the Group’s brewing, 
natural resource and energy sector activities. The 
Nand & Jeet Khemka Foundation was a sponsor for 
the first Iceland Climate Change Action Summit, 
which brought together over 70 key players from the 
Young Global Leader, Climate Change Expert, and 
philanthropic communities and aims to become the 
pre-eminent global summit on climate change action

Mark	R.	Kramer is a Founder and Managing Direc-
tor of FSG Social Impact Advisors (FSG), a consulting 
firm with offices in Boston, San Francisco and Ge-
neva. FSG consults corporations and foundations on 
developing strategies and measuring impact for cor-
porate social responsibility and philanthropic initia-
tives. He is also a Founder of the Center for Effective 
Philanthropy, a non-profit research organization in 
Cambridge, Mass., and a Senior Fellow at Harvard’s 
Kennedy School of Government. Mark Kramer has 
published extensively on the development of effec-
tive practices in CSR and philanthropy, and he is a 
co-author, with Professor Michael E. Porter, of two 
influential Harvard Business Review articles entitled 
"Philanthropy’s New Agenda: Creating Value" 
(1999) and "The Competitive Advantage of Corpo-
rate Philanthropy" (2002). Previously, he spent 12 
years as a venture capital investor. He received a BA 
from Brandeis University, an MBA from The Whar-
ton School, and a JD from the University of Pennsyl-
vania Law School.

Ray	Kurzweil is an inventor, author, futurist, and 
pioneer in the fields of voice recognition, character 
recognition, and digital music synthesis. He was the 
principal developer of the first CCD flat-bed scanner, 
the first omni-font optical character recognition ma-
chine, the first print-to-speech reading machine for 
the blind, the first text-to-speech synthesizer, the 
first music synthesizer capable of recreating the 
grand piano and other orchestral instruments, and 
the first commercially marketed large-vocabulary 

ed solar corporation –, of the Basel Agency for Sus-
tainable Energy Foundation, and of SorTech, an R&D 
company in the field of energy efficient heat pump 
adsorption technology. Heller pursued studies in 
Economics and Social Philosophy at the Universities 
of St. Gallen, EPFL Lausanne, and Freiburg (Germa-
ny). His PhD thesis, "The Economic Theory of Envi-
ronmental Degradation," was published by Campus, 
one of Germany’s largest publishing houses.

Olivier	Kayser is a Vice-President of Ashoka. After 
launching its France operations, he is now based in 
London and leads the global development of Asho-
ka’s Support Network, the network of business peo-
ple who support Social Entrepreneurs. He also is a 
leader in Ashoka’s Hybrid Value Chain initiative, fos-
tering partnerships between corporations and Social 
Entrepreneurs to serve low income communities in 
developing countries. Before joining the not-for-
profit world, Kayser was a Senior Partner at McKin-
sey & Company. Throughout his 18 years as a man-
agement consultant in Paris, Chicago, Hong Kong 
and Shanghai, he served a wide variety of clients. 
From 1980 to 1985, Olivier founded and led a con-
sulting firm. He also lived one year in Belize. Kayser 
holds a diploma from HEC. 

Uday	Khemka is Vice-Chairman of the SUN Group, 
and is Managing Trustee of his family’s charitable 
trusts, the Nand & Jeet Khemka Foundation and the 
Nabha Foundation. He is on the advisory and govern-
ing boards of business schools in Europe and in Asia, 
and on the investment committees and boards of 
trustees of investment funds in the US, Europe, and 
Asia. After working as a banker at Credit Suisse First 
Boston and Morgan Stanley, he returned to his fami-
ly’s business where he has helped build and lead the 
Group’s Asset Management, Private Equity and Ven-
ture Capital business in India, Russia, Europe and the 
US. He has also led SUN’s entry into the Indian real 
estate and information technology sectors. In addi-
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tration from Harvard University, and a PhD in Eco-
nomic Anthropology from the University of Ham-
burg, Germany.

Jacqueline	Novogratz is the founder and CEO of 
Acumen Fund, a non-profit global venture fund that 
seeks to demonstrate that small amounts of philan-
thropic capital, combined with large doses of busi-
ness acumen, can build thriving enterprises that 
serve the poor. Prior to Acumen Fund, Jacqueline 
founded and directed The Philanthropy Workshop 
and The Next Generation Leadership program at the 
Rockefeller Foundation. She also founded Duterim-
bere, a microfinance institution in Rwanda. She be-
gan her career in international banking with Chase 
Manhattan Bank. She is currently on the advisory 
boards of Stanford Graduate School of Business and 
of Innovations Journal, published by MIT Press. She 
is an Aspen Institute Henry Crown fellow and a Syn-
ergos Institute Senior Fellow. She is a frequent 
speaker at international conferences, including the 
World Economic Forum, the Clinton Global Initiative 
and TED. She has an MBA from Stanford and a BA in 
Economics/International Relations from the Univer-
sity of Virginia. She speaks Spanish and French and 
has a working knowledge of Swahili.

Kim	Samuel-Johnson is a Director and owner of 
The Samuel Group of Companies, a Canadian family 
business founded in 1855. She is President of The 
Samuel Family Foundation, which has a long history 
of supporting the arts, health care, and education in 
Canada. More recently, the Foundation has broad-
ened its mandate in the international arena by ac-
tively engaging in a number of multi-sectoral part-
nerships directed toward global poverty alleviation, 
human rights advocacy, environmental sustainabili-
ty, disability rights and family support, basic primary 
education and youth empowerment. She is a found-
ing member of the Global Philanthropists Circle and 
Chair of the Advisory Board of the Yale University 

speech recognition. Kurzweil is the recipient of the 
$500,000 MIT-Lemelson Prize, the world’s largest 
for innovation. In 1999, he received the National 
Medal of Technology, the nation’s highest honor in 
technology, and in 2002 he was inducted into the 
National Inventor’s Hall of Fame. Kurzweil has writ-
ten five books, four of which have been national 
best sellers. His latest book, The Singularity is Near, 
was a New York Times best seller.

Maximilian	Martin is Global Head of Philanthropy 
Services at UBS AG, a dedicated advisory unit that 
helps clients to conceive, set up and monitor effec-
tive philanthropic vehicles. He is also a Senior Fellow 
at the Center for Public Leadership at the University 
of St. Gallen and serves as a Visiting Professor at the 
University of Geneva, where he teaches philanthropy 
and social entrepreneurship in the MBA program. 
Previous engagements include Head of Research at 
the Schwab Foundation for Social Entrepreneurship, 
Senior Consultant with McKinsey & Company, in-
structor at Harvard’s Economics Department, and 
Fellow at the Center for Public Leadership at the John 
F. Kennedy School of Government. Dr. Martin’s re-
search interests and publications focus on the rela-
tionship between globalization, social entrepreneur-
ship and philanthropy, and emerging cross-sector 
value creation opportunities in this space that involve 
civil society, private individuals and business. In his 
dissertation research, he developed a new approach 
to political economy that takes into account the in-
terplay of symbolic and material factors such as 
changing economic models and price fluctuations in 
commodities, and their implications for economic 
policy. In 2003, he developed the first university 
course on social entrepreneurship in Europe for the 
University of Geneva and the Schwab Foundation for 
Social Entrepreneurship. In 2003-2004, he conceptu-
alized and then set up the UBS Philanthropy Services 
model. Dr. Martin holds a Master in Anthropology 
from Indiana University, a Master in Public Adminis-
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Information Request Form

If you would like to be kept informed on future activities, events, and publica-
tions from UBS Philanthropy Services, or have other comments, please com-
plete and send the form below to us, by mail in the attached envelope, fax: 
+41-1-234 5838, or email: sh-philanthropy-services@ubs.com

Name

Organization

Address

 

 

 

 

Phone

Email

Please send me further information on:
 Future UBS Philanthropy events
 UBS Philanthropy reports and publications
 Specific event (specify)

Other comments:

Center for Environmental Law and Policy. She is a 
founding member of the Board of Advisors of Proj-
ect Q at the Harvard School of Public Health, a Mem-
ber of the Human Rights Watch Africa Division Advi-
sory Committee, and a Fellow of the Australia Davos 
Connection. She also serves as a Director of several 
non-governmental organizations, including Syner-
gos Institute, Special Olympics International, Tak-
ingItGlobal, Quincy Jones ListenUp Foundation, Te-
menos Academy (UK), Starfish Foundation (UK), 
and the International Sustainability Innovation Coun-
cil of Switzerland.

Paul	G.	Schervish is Professor of Sociology and Di-
rector of the Center on Wealth and Philanthropy at 
Boston College, and National Research Fellow at the 
Indiana University Center on Philanthropy. He is se-
nior advisor to the John Templeton Foundation and 
to the Wealth & Giving Forum. He has served as Dis-
tinguished Visiting Professor of Philanthropy at the 
Indiana University Center on Philanthropy and as 
Fulbright Professor of Philanthropy at University Col-
lege, Cork, Ireland, and has been named five times 
to the NonProfit Times "Power and Influence Top 
50." Schervish serves as a consultant to financial and 
development professionals and to wealth holders on 
the patterns and motivations of charitable giving, on 
the moral biography of financial life, and discern-
ment as a spiritual process of conscientious decision-
making around wealth and philanthropy.
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