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R
ich Todd, CEO, Innovest Port-
folio Solutions, a Denver-based 
investment consultant with 
over $6 billion in assets under 

advisement says foundations need 
to come to terms with the reality that 
if they are unwilling to increase their 
risk exposures, they will, for the most 
part, need to cut their distributions. “In-
vestment policy and spending policy 
are intertwined. If a fund isn’t willing 
to take risks, they probably need to 
reduce their grant making,” he told 
Philanthropy Management.

For foundations subject to the 5% 
pay-out rule, “most, but not all”, are 
taking more risk in their portfolio. An 
alternative is to put increased energy 
into development; in other words, rais-
ing funds to make up the gap.

Looking ahead, Todd does not see 

any relief on the horizon. “If you look 
at economic growth round the world, 
it’s lower and slower,” he says. “We 
have some big macro problems that 
are a formula for slow growth. The 

likelihood of 3-5% GDP growth in an 
environment where unemployment is 
high and job creation has been disap-
pointing is small. In Europe mean-
while, many countries are looking at 
austerity and they’re struggling with 
taking that medicine.”

“It’s about the math,” says Todd. 
“One of the ways to hedge volatility 
in a portfolio traditionally has been 
fixed income. It has been a wonderful 
way to reduce risk, but now, because 
interest rates are so low, it’s a very 
expensive hedge.” In a time of meagre 
growth, says Todd, clients tend to have 
more invested in alternatives. “Funds 
have to look towards hedge fund type 
products and other areas of the fixed 
income market such as lower grade 
bonds, private equity and real assets,” 
he comments. PM

T
he annual conference of the 
European Venture Philanthropy 
Association in Dublin on 13 
and 14 November will be Kurt 

Peleman’s first as CEO of the organi-
sation, a position he took up in April, 
having previously worked at Médecins 
Sans Frontières (MSF) and before that 
as a philanthropy consultant in Bel-
gium with a specific focus on venture 
philanthropy.

Despite the profusion of ap-
proaches now attempting to combine 
financial and social return, Peleman 
still sees venture philanthropy as 
carving out a distinct niche. “EVPA 
sees venture philanthropy as invest-
ing in a broad way in societal change 
by using a number of tools inspired 
by practices from the private equity 
and venture capital markets,” he 
says. “The main characteristics of 

that are multi-year support, investing 
heavily in strong organisational ca-
pacity, combining different resources 
— grants, debt, equity or other — as 
appropriate, investing heavily in net-
working your investees, and in due 
diligence and monitoring; in other 
words, the identification of sensible 
metrics.”

Users of those techniques are 
not necessarily seeking the same 
financial ends, he argues. “As far as 
we are concerned, those tools can 
be used purely as a grant-maker with 
no expectation that the funds will be 
returned, by social investors, who 
want their money back but are not 
looking for anything more, by impact 
investors who want an inflation-linked 
return and others targeting competi-
tive market returns.” While the term 
‘philanthropy’ is traditionally linked to 
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grant-making, he says, “we include 
the possibility of compensation in 
our definition.”

Not all aspects of the venture capital 
and private equity world are applica-
ble, however. One element of those 
sectors that venture philanthropy 
does not adopt is the focus on bonus 
construction. And contrary to the 
competitive nature of venture capital 
enterprises, EVPA members collabo-
rate closely, says Peleman.”Members 
co-invest in the same organisations 
and exchange information on their ex-
periences, especially in cross-border 
operations,” he comments.

Conference programme
Several sessions at the November 
conference are devoted to the notion 
of best practice, which in the venture 
philanthropy world, Peleman acknowl-
edges, is a work in progress. “We 
want to see if we can do more,” he 
comments. “EVPA comprises a very 
diverse group with a broad spectrum 
of ambitions and different regulatory 
frameworks. Best practice will be in 
combining and making sense of this 
diversity and identifying innovative 
ways to collaborate.” PM




