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A new generation of donors
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A conversation with Peter de Courcy Hero

In conjunction with Community Foundation Network

23 March 2009 at London Funders
Peter Hero was until recently the President and CEO of Community Foundation Silicon Valley where he helped set a style and standard for giving that changed hearts and minds in this economic hothouse in California which had little philanthropic giving culture before. Peter has retired from the Foundation but is still active in teaching Strategic Philanthropy and Civil Society at Stanford University’s Graduate Business School and working as a consultant in many parts of the world. Thanks to Community Foundation Network we had a chance to catch him on the way to a conference in Oxford and we invited him to meet interested funders. 
A dozen members of London Funders (foundations, corporate funders and one borough) and additional members of Community Foundation Network gathered to hear and talk to Peter.

He began with some reflections on the economic downturn and US foundations. There had not yet been comprehensive analysis of the effect on foundation assets but in general the US stock market dropped 40% in 2008 and 15% since the start of this year – back to 1997 levels. Some foundations are taking the risk of increasing their grantmaking even though that means invading their capital. There is nervousness about next year – many foundations use a rolling three year average to determine their levels of grantmaking so the worst has not yet hit their budgeting.
A study of high net worth individuals in Indiana (people with over $200,000 income a year and assets of $1 million plus their homes) found the majority expecting to give less at the moment. As in the UK, the expectation is that donors will support fewer organisations and causes. Peter emphasised the need for charities to keep their donors “near, dear and clear” – communicate with them, appreciate them, and be transparent in your dealings with them.

Peter sees one up-side: he believes more donors (institutions and individuals) are realising that they need to help voluntary organisations with the costs of consolidation, mergers, upgrading IT and other investment to make themselves more efficient. He and the audience found this intriguing given some donors’ illogical resistance to supporting administrative costs and believing that the less a charity spends on “overheads” the better it is. As Peter said, it is like going into a restaurant and saying you don’t want to pay for the room and tables or the chef’s time, just the food. The current awareness, though, of the need for improving efficiency and encouraging collaboration or mergers or sharing of back office services, seems to have helped more donors understand the need to “invest to save”.  
Foundations are in general also expecting more from their grant recipients – wanting to see impact and find ways of measuring SROI – social return on investment. He particularly recommended the work of the William and Flora Hewlett Foundation (www.hewlett.org – perhaps starting with the pages called “what-we-re-learning”).

In the organisations he knows, especially in California, Peter has been seeing more use of volunteers, and more creativity – better use of technology, experimentation with social networking as a way of keeping in touch with supporters and donors. The way the Obama campaign used technology to keep in touch with supporters – especially with 18-35 year olds barely engaged with party politics previously - was a model charities were trying to copy.
He looked at some of the newer trends in giving around the world. Diaspora giving is of great interest. Remittances back to family from people working abroad are known to be huge in aggregate (bigger that some countries’ support from overseas aid). In recent years some of this has broadened from being money direct to families, into support for community projects – eg expatriate Mexican communities via their “hometown associations” in various US cities sending back home the proceeds of fundraising. Through community foundations and other intermediaries this has resulted in some of the Mexican states match funding what comes back to their areas for investment in community facilities. Some of the expatriates who are significant donors to Peter’s former community foundation are also big donors to activity in their countries of origin (notable examples in South Asia, Latin America and elsewhere).

Peter also noted the way the UN Foundation has raised $20 million for anti-malaria bed nets, significantly from small gifts over the internet. Until very recently, US experience was that people might use the internet to find out about organisations seeking funds, but they would generally give by more traditional methods. This has changed significantly and quite rapidly. Websites worth a look are www.globalgiving.org and www.kiva.org. 
Another trend, though, is for donors to collaborate with each other.  Warren Buffet routed his large giving through the Gates Foundation rather than setting up his own foundation. There are many sorts of smaller scale linkages: eg donor circles, Social Venture Partnerships (SVP) and women’s funds. There are 25 SVPs in the US and they are beginning in other countries. They encourage donors to think together about what to support and result in fewer, bigger donations and usually a significant level of time and effort offered as well.

Of many other trends (eg banks setting up donor-advised funds; a rise in bequests; growth in community foundations), one of interest on both sides of the Atlantic is mission-related investing by foundations. Peter talked about a bio-medical charity on whose board he sits, one of whose streams of income is from individuals investing for a return. Even though he is involved in this, he has one general concern: because financial return is so readily measurable it might “trump” social return in people’s minds. So much that the sector achieves is hard to measure or cannot offer results in a short period.
Among other areas pursued in discussion were:
The Gates Foundation’s apparent “firewall” between their work and their investment. They are spending their funds on cleaning up problems caused by some of the companies in which they invest. Peter welcomed the trend to mission-related investing in many foundations, to avoid such consequences. But he notes not all of the US foundations that try MRI are good at it yet.
How to encourage people to build on what’s there already? Does new money always need new ways of giving and new causes to which to give? Peter believes people give to “solutions not problems”, thus work needs to be presented in ways that attract – the “seeing is believing” model being a great example.
The effectiveness of loans and rates of default were discussed – with Charity Bank offering their very positive experience. 
The culture that still exists in the UK of anonymous, or at least very discreet, giving means limited role models.
The relative dependence of UK fundseekers on government sources will make them very vulnerable to the public sector cutbacks expected in the next few years.

The emergent blurring and blending of profit and non-profit: the B-corporations developing in California, the spectrum of social enterprise, and a trend in the US of donors turning away from the non-profit model and setting up private developments (“to change the world”) where they promise proceeds will be ploughed back to the cause. There is still cause for concern that there may be inherent strains in some of this or conflict between non-profit and profit – even reputational risk for the sector.
The discussion could have gone on for several hours – a great deal of fertile ground to cover and enlightening cross-cultural comparisons to make. 
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