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The Roberts Fo u n d a ti on is a priva te
f a m i ly fo u n d a ti on loc a ted in Sa n

Fra n c i s co, C A . G eor ge Robert s , a fo u n d i n g
p a rtn er of the levera ged buyo ut firm
Ko h l berg Kravis Roberts & Com p a ny,
e s t a bl i s h ed the fo u n d a ti on in 1986. Th e
Roberts Fo u n d a ti on pursu ed its initi a l
ph i l a n t h ropic stra tegy from 1990 to 1996
t h ro u gh its first gra n tmaking veh i cl e — Th e
Hom eless Econ omic Devel opm ent Fu n d
( H E D F ) . The HEDF’s goal was to su pport
a va ri ety of ef forts by non profit or ga n i z a-
ti ons to expand econ omic opportu n i ty for
h om eless indivi du a l s . The stra tegy funded
programs in three are a s : i n c re a s ed acce s s i-
bi l i ty of trad i ti onal job training progra m s
for hom eless peop l e , s el f - em p l oym ent for
h om eless wom en , and the practi ce of n on-
prof i t - run en terpri s e . Fo u n d a ti on staff a n d
tru s tee s , a f ter eva lu a ting the HEDF’s ex pe-

ri en ce in these are a s , dec i ded the gre a te s t
program impacts were in the area of s oc i a l
p u rpose en terpri s e . Over the ye a rs , t h e
Fo u n d a ti on incre a s i n gly foc u s ed on the
s tra tegy of s ocial purpose en terprise wh i l e
it dec re a s ed and even tu a lly el i m i n a ted its
funding of o t h er approaches to hom el e s s
econ omic devel opm en t .

By the time the HEDF was dissolved at
the close of 1 9 9 6 , the Fo u n d a ti on had made
grants in excess of $6 mill i on to over 40
n on profit or ga n i z a ti ons in the gre a ter Sa n
Fra n c i s co Bay Are a . In Septem ber of 1 9 9 6 ,
the Fo u n d a ti on publ i s h ed a report on its
work en ti t l ed New Social En trepren eu rs :
The Su cce s s , C h a ll en ge and Le s sons of No n -
profit En terpri se Cre a ti o n, a 400-page doc u-
m ent wh i ch pre s en ted an open , com pre-
h en s ive discussion of the Fo u n d a ti on’s
work and an assessment of its outcom e s .3

n recent years, the traditional
approach to foundation prac-
tice has undergone significant
changes. The response of the
ph i l a n t h ropic com mu n i ty to

“Virtuous Capital: What Foundations Can
Learn from Venture Capitalists,” a Harvard
Business Revi ew a rti cle publ i s h ed in early
1997, reflects the extent of these changes. The
article contrasts venture capital investment
practice with that of mainstream foundations,
many of which refer to themselves as “the ven-
ture capitalists” of the nonprofit sector. In the
fo u n d a ti on com mu n i ty, t h ere has been a
growing interest in applying some of the ven-
ture capital approaches described in the arti-
cle to the field of philanthropy. And indeed,
the term “venture philanthropy”is increasing-
ly used to describe the work of various foun-
dations across the country.

In 1998, based on the evolution of its
work since 1990, The Roberts Enterpri s e
Development Fund (REDF), a philanthropic
venture of The Roberts Foundation, released
a case study through the Stanford Graduate
School of Business. The case, “The Roberts
Enterprise Development Fund: Implementing a
S o cial Ven tu re Capital Approa ch to

Philanthropy,” details the foundation’s experi-
ence of applying venture capital practices in
its philanthropic support of a portfolio of
nonprofit organizations running social pur-
pose enterprises in the San Francisco Bay
Area. In this case, the authors Emerson and
Tuan described the changing nonprofit and
ph i l a n t h ropic marketp l ace s , the evo luti on
and application of a social venture capital
approach to philanthropy at REDF, and the
limitations, challenges, and general applica-
bility of social venture capital practice in the
field of philanthropy.1

While many aspects of implementing a
social venture capital approach to philan-
thropy remain relevant since the case was
published, REDF’s approach to venture phil-
anthropy and understanding of the challenges
and lessons learned have continued to expand
and evolve.REDF is committed to an ongoing
process of eva lu a ting and assessing its
approach and to sharing these learnings with
the broader com mu n i ty. This doc u m en t
details these further reflections and references
recent REDF papers that discuss, in a more
com preh en s ive manner, a s pects of R E D F ’s
lessons learned.2
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The first major finding of the HEDF ini-
ti a tive was that, con tra ry to mainstre a m

op i n i on ,n on profit or ga n i z a ti ons could su c-
ce s s f u lly plan, l a u n ch and manage prof-
i t a bl e , m a rket - b a s ed en terprises wh i l e
s i mu l t a n eo u s ly providing em p l oym ent and
training opportu n i ties for form erly unem-
p l oyed indivi du a l s . This was an import a n t
finding in light of the history of f a i lu re
ex peri en ced by many practi ti on ers in the
f i eld of j ob cre a ti on and business devel op-
m ent over the past 30 ye a rs . While there
h ave been indivi dual su ccess stories of n on-
prof i t - run en terprises ac ross the co u n try
( P i on eer Human Servi ces in Se a t t l e , New
Com mu n i ty Corpora ti on in New a rk , N J
a m ong severa l ) , t h ere has been little evi-
den ce that a group of n on profits in a singl e
geogra phic area can ach i eve su cce s s . Th e
Roberts Fo u n d a ti on is com m i t ted to bu i l d-
ing the capac i ty of not one but a portfo l i o
of n on profits within a limited geogra ph i c
regi on with the goal of producing su cce s s-
f u lly run social purpose en terpri s e s .

The second major learning from HEDF
was that the su ccess of these social purpo s e
en terprises re s ted largely on the provi s i on
of ex ten s ive su pport in ad d i ti on to financial
a s s i s t a n ce in order to pursue both financial
prof i t a bi l i ty and a social mission .4

Fo u n d a ti ons have trad i ti on a lly shied aw ay
f rom funding the or ga n i z a ti onal capac i ty of

n on profit or ga n i z a ti ons and have opera ted
at arm’s length from the non prof i t s . In con-
tra s t , The Roberts Fo u n d a ti on is com m i t ted
to providing a portfolio of n on profits wi t h
the nece s s a ry re s o u rces and building thei r
c a p a bi l i ties to su cce s s f u lly exec ute soc i a l
p u rpose en terprise business stra tegi e s .

Based on these two significant learnings
f rom HEDF, The Roberts Enterpri s e
Development Fund was launched in January
1997 as a social venture capital fund with a
small portfolio of nonprofit organizations,
e ach of wh i ch was running businesses to
employ individuals who exist at the margin of
society. A detailed description of The Roberts
Foundation’s evolution from a more tradi-
tional approach to philanthropy, in the early
years of HEDF from 1990–1993, to HEDF
from 1994-1996, to REDF in 1997 and beyond
can be found in REDF’s “The Challenge of
Change” paper released in February 1999 and
also included in this book.5

Whereas HEDF’s mission was more nar-
rowly def i n ed to assisting social purpo s e
enterprises, the mission of REDF is to:

Raise the standards of excellence and
integrity in the nonprofit and philan-
t h ropic co m mu n i ty nati o nwi d e
through the development and dissemi-
n a tion of i n n ova tive approa ches to
address critical social issues.

The Creation of The Roberts Enterprise Development Fund:
Rationale and Strategy
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The Roberts Enterprise Development Fund Portfolio of Investments7

Core Investments  

Capital Investments

Business Analyst

Venture Committees

Farber Interns/Fellows 

Partners-for-Profit

Access to Technology

Outcome Measurement

➠

➠
➠

➠

Asian Neighborhood Design

CVE, Inc.

Golden Gate Community, Inc.

Goodwill Industries

Juma Ventures

Rubicon Programs

Youth Industry

The Roberts Enterprise Development Fund: Implementing a
Social Venture Capital Approach to Philanthropy

The REDF approach to a social venture
capital practice involves investments in a

portfolio of seven San Francisco Bay Area
n on profit or ga n i z a ti on s . These “ i nve s tee”
organizations benefit from a number of core
financial investments by REDF in human cap-
ital as well as a number of additional compo-
nents. These components include:

Capital grants for the business,

Targeted business analysis and assistance,

Involvement and partnership with REDF
through Venture Committees,

O r ga n i z a ti onal capac i ty - building thro u gh
Fa rber In terns and Fa rber Fell ows
Programs for MBA stu dents and gradu a te s ,

Business net working thro u gh the
Partners-for-Profit, and

Access to and training in the use of tech-
nology and outcome measurement. 6

Core Investments

The core financial su pport received by each
or ga n i z a ti on in the portfolio comes in the
form of an annual capac i ty - building gra n t
ra n ging bet ween $100,000 and $125,000.

This grant en a bles the non profit to hire an
en terprise manager and invest in the
human capital requ i red to devel op and
overs ee the exec uti on of a business stra tegy
as arti c u l a ted in their 3-5 year bu s i n e s s
p l a n .

Capital Investments

The Fund provi des ad d i ti onal financing as
d i ct a ted by each en terpri s e’s business plan
and augm ents that financing with other
ch a ri t a ble inve s tm ents provi ded by indivi du-
a l s , corpora ti ons and fo u n d a ti ons intere s ted
in su pporting the en terprise devel opm en t
goals of the Fu n d . The Fund also make s
ava i l a ble a ra n ge of o t h er capital re s o u rce s
t h ro u gh a mix of gra n t s , recovera ble gra n t s
and net working opportu n i ties to sec u re low -
i n terest loans from both com m ercial and
n on profit lending insti tuti on s .

Business Analyst

REDF has partn ered with Keys ton e
Community Ventures, a local technical assis-
tance organization specializing in nonprofit
business devel opm en t , to assist the manager
and Ven tu re Com m i t tee in running the
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enterprise(s). Keystone Community Ventures
was launch ed in 1993 with planning gra n t s
f rom The Roberts Fo u n d a ti on and has had
a long history of co ll a bora tive work in this
a re a . The business analyst is invo lved in
a n a lyzing the stra tegic po s i ti on of the bu s i-
n e s s , c ri ti quing the ven tu re’s business plan,
eva lu a ting the bu s i n e s s’ financial state-
m ents (both actual and pro form a ) , a n d
providing an obj ective eva lu a ti on of t h e
bu s i n e s s . The business analyst d i re ct ly
assists managem ent in con du cting the
a n a lysis and assists the managers in devel-
oping t h eir own s k i ll set in order to assu re
that knowl ed ge tra n s fer occ u rs and the
f utu re capac i ty of the or ga n i z a ti on to ef fec-
tively manage the ven tu re is devel oped .

Venture Committees

The Ven tu re Com m i t tee consists of repre-
s en t a tives from REDF, the non profit exec u-
tive director, the en terprise manager, a n d , a s
a ppropri a te , a Boa rd mem ber from the
i nve s tee or ga n i z a ti on . This group is som e-
times joi n ed by an indivi dual with direct
ex pertise in the indu s try sector of the en ter-
pri s e . Toget h er, the com m i t tee meet s
m on t h ly to revi ew financial and opera ti on a l
perform a n ce , i den tify areas of con cern , a n d
h elp en su re that these con cerns are
ad d re s s ed in accord a n ce with the en terpri s e’s
business plan.

Farber Interns and 
Farber Fellows

REDF, in partnership with The Phalarope
Fo u n d a ti on and Stu dents for Re s pon s i bl e
Business, established the Farber Interns and
Farber Fellows programs to leverage the talent
of business school students in support of
i nve s tee or ga n i z a ti on s . The Fa rber In tern s
and Fellows are named to honor Michael E.
Farber, who passed away in 1996. During his
tenure at Rubicon Programs from 1989 to
1996, Mike helped chart out the growth and
expansion of two of Rubicon’s enterprises,
Rubicon Buildings & Grounds and Rubicon
Bakery. The presence of a summer Farber
Intern or year long Farber Fellow rounds out
the Fund’s efforts to enhance the capacity of

its portfolio or ga n i z a ti ons in the ef fective
management of their ventures.

Partners-for-Profit

Pa rtn ers - for- Profit (PFP) was cre a ted to
ad d ress the en terpri s e s’ n eed for direct mar-
ket acce s s . The initi a tive is a fo c u sed work i n g
group of Bay Area business leaders repre-
s en ting a va ri ety of i n du s tri e s . PFP provi de s
REDF inve s tees with one more level of a n a ly-
sis and assistance . In ad d i ti on to provi d i n g
advi ce and guidance to inve s tee s , PFP mem-
bers assist in con n ecting en terprise managers
to profe s s i onal net works within their indu s-
tries and target market s . F i n a lly, PFP pro-
vi des opportu n i ties for the hands-on
i nvo lvem ent of business people intere s ted in
making a meaningful and direct con tri bu-
ti on to the process of s ocial purpose en ter-
prise cre a ti on and ex p a n s i on .

Access to Technology

REDF has equ i pped each en terpri s e , on a lim-
i ted basis, with the basic hardw a re and sof t w a re
n ece s s a ry to gain access to the web and com-
mu n i c a te via e-mail. REDF partn ered wi t h
Com p u Men tor, a San Fra n c i s co - b a s ed non-
profit com p uter con su l ting or ga n i z a ti on , to
build a priva te web site for the REDF Portfo l i o
and or ga n i z a ti ons and to train all the non prof-
it managers in accessing the web and using e-
m a i l . Ad d i ti on a lly, REDF has con tracted wi t h
D ays pring Tech n o l ogies to devel op custom
databases for each or ga n i z a ti on to track soc i a l
i n d i c a tors and provi de managers with tra i n i n g
on how to use and build upon them

Outcome Measurement

Rather than implementing traditional evalua-
tion methods, REDF, in partnership with its
i nve s tee s , devel oped and launch ed a web -
based information system calle d “WebTrack”
which was custom designed using standard
business MIS tools. REDF contracted with
BTW Consultants to work with the enterprise
managers in developing indices of operational
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and social outcome su ccess against wh i ch
future p erformance can be measured. Over
time, BTW Consultants will be building each
organization’s capacity to conduct its own
s ocial outcome stu d i e s . “Web Track” wi ll
en a ble en terprise managers and REDF to
track monthly performance on both econom-
ic and social terms8 for the duration of the
five-year initiative. This work will result in a
system through which each organization can
assess and adjust its social impacts in a mean-
ingful and timely manner. It also creates the
framework for analyzing the Social Return on
Investment (SROI) on each enterprise and the
REDF portfolio as a whole.9

E ach of these com pon ents of the REDF
ven tu re ph i l a n t h ropy practi ce has evo lved
over time—and REDF is con ti nu a lly see k i n g
to improve the su pport it provi des to its
portfolio of n on profit or ga n i z a ti on s . Th ere
a re many ways in wh i ch each of these com-
pon ents rel a tes to standard ven tu re capital
practi ce .

The chart on the following page from the
Stanford case on REDF summarizes the dif-
ferences between venture capital and tradi-
tional foundation approaches across seven
relevant areas of practice.10 The fourth col-
umn provi des examples of h ow REDF is
applying a venture capital approach in each of
these areas.11

While there are clearly many similarities
between venture capital practice and REDF’s
venture philanthropy approach, there are also
significant differences that should be high-
lighted in several of the categories.

Risk Management

Most ven tu re capitalists look to build a
portfolio to minimize their risk and maxi-
m i ze their total retu rn on inve s tm en t . Wh i l e
ven tu re capitalists cert a i n ly end up back i n g
m a ny ri s ky inve s tm en t s , t h ey are cl e a rly not
l ooking to fund businesses that have a high
l i kel i h ood of f a i lu re . By con tra s t , R E D F ’s
a pproach is ri s ky by de s i gn and limits finan-
cial retu rn s . The purpose of the REDF port-
folio en terprises is to em p l oy indivi du a l s
that priva te sector companies have alre ady
f i red or would never hire . And of ten , bu s i-

nesses with jobs appropri a te for people wi t h
little or probl em a tic work ex peri en ce are in
i n du s tries with low profit margi n s . R E D F
ex pects that at any given ti m e , 70% of t h e
en terprises in the portfolio wi ll be prof i t a bl e
( or if losing mon ey, doing so according to
p l a n ) , while 30% wi ll be losing mon ey at
gre a ter ra tes than planned . REDF is wi ll i n g
to to l era te more business perform a n ce ri s k
as a nece s s a ry tradeof f of em p l oying its tar-
get pop u l a ti on s .

R E D F ’s approach to social ven tu re cap-
ital is also different in that REDF invests in
n on profit or ga n i z a ti ons with the capac i ty
and capabi l i ty to run social purpose en ter-
prises that may be at different stages of
devel opm ent ac ross a va ri ety of i n du s try
s ectors . By con tra s t , the typical ven tu re cap-
ital firm invests in a portfolio of com p a n i e s
at similar stages of devel opm ent in a singl e
i n du s try. For ex a m p l e , in 1999 the REDF
portfolio consists of 23 different bu s i n e s s e s
in a ra n ge of i n du s tries from furn i tu re
m a nu f actu ring to retail to food servi ce s .
These businesses are at va rious stages of
devel opm en t , ra n ging from start-ups to
m ore matu re businesses of 10 ye a rs plu s .
This nece s s a ri ly increases the com p l ex i ty of
m a n a ging su ch a portfolio and requ i res a
d i f ferent skill set on the part of R E D F ’s
m a n a gem en t .

Amount of Funding

Ma ny ven tu re capital firms fund start - u p
businesses in their en ti rety or have a major-
i ty stake in the inve s tm ent with other, l e s s er
i nve s tm ent partn ers . REDF does su pport a
m a j ori ty of the social purpose en terpri s e s’
financial needs for start-up and on goi n g
opera ti on s ; h owever, the social purpo s e
en terprise is usu a lly just one program of a n
en ti re agency whose funding needs far
exceed that of the en terpri s e . This makes for
an intere s ting ten s i on in REDF’s work —
similar to what would happen if a ven tu re
capitalist on ly funded one divi s i on of a n
ex i s ting com p a ny, to the exclu s i on of t h e
o t h er divi s i on s . A furt h er discussion of t h i s
can be found in the “ Le s s ons Le a rn ed ” s ec-
ti on that fo ll ows .
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Relevant Practice Venture Capital Foundations REDF Approach

Risk Management

Amount of Funding

High degree of shared
risk
Funds are lost when
projects fail

Substantial commitment
to provide significant
capital and to help raise
additional current and
follow-on capital

Low risk for foundation
High risk for nonprofit
organization (NPO)
Funds themselves not at
risk (must be spent)

Partial commitment –
will provide small part
of total needed capital.
NPO management must
continue fundraising
independently.

High Managerial risk man-
agement through Business
Analyst, Farber
Interns/Fellows.
Enterprise and
Organizational risk 
management through
portfolio diversification

Significant Core and
Capital Investments
Support in fundraising
efforts through networking
on enterprises’ behalf

Terms of Engagement

Joined at the hip
Small portfolios
Partnership

Arm’s length
Large portfolios
Oversight

Input into management of
enterprises through venture
committee structure
Small portfolio (7 organi-
zations)

Duration/Length of Relationship

5-7 years
Linked to success

1-3 years
Arbitrary

Minimum five-year  
horizon for Initiative

Organizational Capacity Building

Funding to build 
capacity to successfully
execute business plan

Funding primarily for
programs not personnel,
infrastructure, overhead

Funding for organizational
capacity: human capital,
overhead, capital require-
ments, technology, etc.

Performance Measures

Clearly defined rewards
and risks for all

Funder: reward is in
grant-making 
NPO: reward is in out-
come

Social Return on
Investment analysis (SROI)

Exit Strategy

2 stars, 2 failures, 6
walking dead or
wounded

“Myth” of government
take-out.
Burden on nonprofits.

Portfolio decreased from 1 0
to 7 bet ween 1997 and 1999.
Philanthropic, market, and
commercial exits

Results

1% of capital for all
start-ups but 30% of
companies that reach
IPO stage

Harder to know.
Not quantified.
Same potential to sup-
port organizations to
scale?

Social Return on
Investment Reports,
Agency and Enterprise
Specific and Portfolio-
Wide (SROI)
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Exit Strategies

As de s c ri bed in the Stanford REDF case, t h e
i nve s tm ent ph i l o s ophy of REDF iden ti f i e s
s everal levels at wh i ch an exit stra tegy may
be exec uted . The first is within the or ga n i-
z a ti on itsel f . REDF funds may be initi a lly
a pp l i ed to a planning process and later
tra n s ferred to su pport the capitalizati on of a
ven tu re . This tra n s fer repre s ents a gradu -
a ti on of funds to progressing stages of bu s i-
ness devel opm en t . Secon d , as the ven tu re is
i n c re a s i n gly su cce s s f u l , o t h er fo u n d a ti ons or
s o u rces of funds may be bro u ght into the
capital stru ctu re . This ef fectively dec re a s e s
the percen t a ge of REDF funds pre s en t ,
wh i ch in tu rn limits REDF’s ex po su re .
Th i rd , as the en terprise con ti nues to esta-
blish itsel f in the market , REDF funds may
be rep l aced by market - b a s ed capital in the
form of com m ercial lending and other
re s o u rce s . And finally, s ome businesses are
n ow able to su pport all of t h eir ex pen s e s
i n tern a lly, t h ro u gh sales revenu e s . E ach of
these levels repre s ents a different exit stra te-
gy as REDF’s funds are moved to incre a s i n g-
ly “h i gh er ” p u rposes and even tu a lly out of
the capital stru ctu re all toget h er.

A key issue in assessing exit strategies is
how to determine the return on investment in
the social purpose enterprise. A detailed dis-
cussion of REDF’s approach to quantifying a
social return on investment (SROI) can be
found in a companion chapter in this book.12

However, it should be acknowledged that for
the philanthropic investor, exit strategies will
most likely not look like more typical “take-
out” strategies in the for-profit sector. Rather,
exits may occur as a result of funding by other
investors or commercial lending institutions,
resulting from the achievement of operational
goals and social impacts.

As the nonprofit sector achieves greater
capacity to document these social impacts,
public and other types of funding may be put
in place to reward nonprofits for their social
outcomes. This shift to outcome funding may
lay the foundation for creating actual revenue
streams to support the work of the nonprofit
sector, providing further opportunities for
initial “investors” to exit their capital and
apply it in other areas of interest.

Other Diff e rences Between
Typical Venture Capital Practice
and REDF’s Approach to
Venture Philanthropy

In ad d i ti on to the areas listed above , t h ere
is one other significant area in wh i ch
R E D F ’s practi ce differs from trad i ti on a l
ven tu re capital practi ce . REDF staff a ll o-
c a te their time qu i te differen t ly than the
typical ven tu re capitalist. Ma ny ven tu re
capitalists spend mu ch of t h eir time loo k-
ing for “deal flow ” and less of t h eir time on
actual managem ent of the businesses they
a re inve s ted in. In con tra s t , REDF staff
s pends over 90% of t h eir time managi n g
the portfolio en terprises and vi rtu a lly no
time looking for new inve s tm ents out s i de
the current portfo l i o. REDF focuses its
ef forts on expanding the ex i s ting en terpri s-
es and iden ti f ying and ex p l oring bu s i n e s s
devel opm ent opportu n i ties for the seven
n on profit agencies in the ex i s ting portfo l i o.
The re sult has been that although the REDF
portfolio dec re a s ed from ten to seven non-
profit agencies from 1997 to 1999, t h e
nu m ber of s ocial purpose en terprises in the
portfolio actu a lly grew from 22 to 23 du r-
ing the same time peri od .
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REDF’s Lessons Learned as of 1999

REDF staff continues to learn from their
mistakes and successes. “The Challenge

of Ch a n ge : Im p l em en t a ti on of a Ven tu re
Philanthropy Strategy,” a presentation of the
Fu n d ’s lessons learn ed from 1997–1998,
included the following learnings:13

The central importance of a donor’s com-
mitment to supporting an honest grant-
making process grounded in integrity

The challenge of building genuine trust in
philanthropic relationships is more diffi-
cult than many would like to believe

It takes time to create a meaningful ven-
ture philanthropy practice

There is a fundamental power imbalance
present in funding relationships. Rather
than attempting to deny or gloss over that
fact, it is better to simply acknowledge it
up front and find ways to work more
effectively together with respect for the
power each player brings to the partner-
ship

Both investee and funder must be open to
learning new lessons and understanding
how they must transform themselves to
maximize the benefits of evolving rela-
tionships in a new market place. This
responsibility rests equally upon both par-
ties and is not simply the responsibility of
the grantmaker

Since the “Challenge of Change” paper
was written, REDF has reflected on several
other significant lessons and feels these are
important for the philanthropic community
to understand and consider applying in their
own explorations of venture philanthropy.
Key areas include issues such as:

Whether to Take a Seat on the
Nonprofit Organization’s Board
of Directors

Several newer foundation initiatives have pre-
s en ted a ven tu re ph i l a n t h ropy stra tegy in
which the foundation officer would take a seat

on the nonprofit’s Board. Proponents of tak-
ing a Board seat have argued that doing so will
enable them to participate directly in the
organization’s decision-making process and
possibly exert authority over the nonprofit’s
activities specifically as it relates to oversight
of m a n a gem en t . REDF has inten ti on a lly
decided against such a strategy for a number
of reasons.

F i rs t , REDF vi ews all its work as a form of
i nve s tm ent in the capac i ty building of t h e
n on profit sector. REDF bel i eves non prof i t
or ga n i z a ti ons should be “own ed ” by the com-
mu n i ties of wh i ch they are a part . Wh en
Foundation trustees originally began pursu-
ing a more engaged approach to grantmaking,
they discussed whether the foundation should
create a development corporation to pursue
its goals or, perhaps,create an operating foun-
dation to protect its vision over the years. The
conclusion was made that while those were
certainly viable options,the primary intent of
the Foundation was to enhance a communi-
ty’s own capacity to pursue its vision of social
p u rpose en terprise cre a ti on . If t h e
Foundation were to take a direct seat on the
board of its funded nonprofits, it was feared
the presence of the foundation might in some
w ays thre a ten or distort the com mu n i ty
authority of the board of directors.

Second, while nonprofit boards play a
critical role in steering the course of an orga-
n i z a ti on , most boa rds are sign i f i c a n t ly
removed from the key operational and day-
to-day decision making which makes for suc-
cess or failure in social purpose enterprise
development. As opposed to being in a board
role to receive reports from staff,REDF want-
ed to be direct ly en ga ged in the intern a l
deb a tes and discussions of practi ti on ers .
While an organization’s board and staff must
retain decision-making authority, REDF has
found that greater input and perspective are
leveraged at the operational as opposed to
policy le vel o f an organization. Accordingly,
REDF has opted to play its role at that level.

Finally, while many foundations may feel
their authority is best exercised at the board
level,a board seat with its single vote does not
really provide the venture philanthropist with
the degree of control many might hope for. In
the REDF experience, it is not through the
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ability to vote that an investor really exerts
authority, but rather through guidance and
influence as options are discussed and deci-
sions made. In sum, REDF believes partner-
ing with the nonprofit and the managers of its
s ocial purpose en terprises can best be accom-
p l i s h ed thro u gh devel oping a rel a ti onship bu i l t
on mutual trust cre a ted over ti m e . The ex i s t-
ing power dynamic bet ween fo u n d a ti ons and
gra n tees is alre ady largely distorted by vi rtue of
the inve s tor / i nve s tee rel a ti on s h i p. This power
dynamic could be furt h er distorted by taking a
Boa rd seat. Having influ en ce over the direc-
ti on of the en terprise as oppo s ed to exerti n g
a ut h ori ty is wh ere REDF bel i eves a more sig-
nificant con tri buti on may be made .

The Importance of Nurturing the
Communication Process By
Creating D i ff e rent Levels of
Communication Between the
Investor and Investee

R E D F ’s managem ent team is made up of
R E D F ’s Exec utive Di rector, As s oc i a te Di rector,
the Business An a lys t , Social Outcom e s
Con su l t a n t , Tech n o l ogy Con sultant and SRO I
An a lys t . The divers i ty of the pers on a l i ti e s ,
com mu n i c a ti on styl e s , and ex pertise of e ach
i n d ivi dual repre s ents opportu n i ties for com-
mu n i c a ting with portfolio mem bers with even
gre a ter divers i ty. In REDF’s mon t h ly manage-
m ent team meeti n gs ,s en s i tive issues rega rd i n g
rel a ti onships with portfolio mem bers and
i n d ivi dual en terprise managers or non prof i t
exec utive directors are discussed . A divers e
m a n a gem ent team all ows REDF to com mu n i-
c a te with and en ga ge inve s tees in a coord i n a ted
yet indivi du a l i zed manner.

Over ti m e , REDF has learn ed that cer-
tain mem bers of the managem ent team are
m ore ef fective at com mu n i c a ting cert a i n
types of dec i s i on s , asking to u gh qu e s ti on s ,
or providing the nece s s a ry verbal su pport
and en co u ra gem ent to the many differen t
i n d ivi duals re s pon s i ble for the evo lving su c-
cess of the portfo l i o’s social en terpri s e s .
Time and aga i n , REDF has ob s erved that
nu rtu ring rel a ti onships thro u gh con s t a n t
and con s i s tent com mu n i c a ti on is key to the
su ccess of the In i ti a tive . Ma n a ging REDF’s
overa ll com mu n i c a ti on with inve s tees has
been and con ti nues to be both more difficult

and more important than REDF staff h ad
i n i ti a lly apprec i a ted .

The Value of Creating Flexible
Funding Instruments

REDF has increasingly found that flexible
funding instruments are necessary to engage
in this type of venture philanthropy. Over
time, the needs of the social purpose enter-
prises in the portfolio have pushed REDF to
engage in different types of funding and use
various financial instruments to provide the
necessary support for the enterprises. While
The Roberts Foundation began its funding
with traditional program grants, REDF now
provides an array of financial support,includ-
ing enterprise grants, capital grants, recover-
a ble gra n t s , c redit lines and loan guara n tee s .
REDF con ti nues to inve s ti ga te other means of
providing financial backing for portfo l i o
en terpri s e s . A de s c ri pti on of this progre s s i on
tow a rd more va ri ed financial instru m ents is
d i s c u s s ed in “The Ch a ll en ge of Ch a n ge” m en-
ti on ed earl i er.

The Incredible Complexity of
True Venture Philanthropy
Implementation

Wh en The Roberts Fo u n d a ti on first launch ed
its Fu n d , s t a f f and tru s tees were both aw a re
that the Fo u n d a ti on was em b a rking on a new,
l a r gely untri ed path. Ex i s ting rel a ti on s
bet ween “cl a s s i c a l ” fo u n d a ti ons and thei r
gra n tees have evo lved over dec ade s ; on the
wh o l e , most of the players understand and
f u l f i ll their va rious ro l e s . To a gre a ter or less-
er degree , the trad i ti onal “s ys tem” work s . At
the begi n n i n g, n ei t h er the fo u n d a ti on staff
n or the inve s tees fully anti c i p a ted the com-
p l ex i ty invo lved in pursuing a ven tu re ph i l a n-
t h ropy practi ce . An overa rching learning has
been that this is com p l i c a ted , difficult work .

L i ke the proverbial “p u lling a thre ad on a
s we a ter,” the REDF ex peri en ce has shown that
ven tu re ph i l a n t h ropy is not to be undert a ken
l i gh t ly. This new approach cannot be based
on the old, trad i ti onal rel a ti onships and
a s su m pti on s . Ven tu re ph i l a n t h ropy ra p i dly
m oves the fo u n d a ti on from simply funding
the work of o t h ers to being a parti c i p a n t
ob s erver, advi s or, advoc a te and inve s tor. As
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the REDF ex peri en ce has evo lved , s t a f f h a s
become invo lved in 

rec ru i ting candidates and helping ret a i n
i n d ivi duals for po s i ti ons within the port-
fo l i o,

n ego ti a ting con f l i cts and rel a ti on s h i p s
bet ween agency and en terprise staff,

bro kering rel a ti ons bet ween portfo l i o
or ga n i z a ti ons and intere s ted others ,

en ga ging in discussions abo ut and com-
p l ete re - de s i gn of or ga n i z a ti on s’ acco u n t-
ing sys tem s ,

devel oping managem ent inform a ti on sys-
tems with portfolio or ga n i z a ti ons in
order to more ef fectively track social and
financial inform a ti on ,

m a n a ging rel a ti ons with other funders
i n tere s ted in parti c i p a ting in inve s tee s’
work ,

and countless other areas of su pport .

This has requ i red REDF staff to devel op
n ew skill s , shift roles from meeting to meet-
ing (depending upon the needs of a parti c u-
lar or ga n i z a ti on ) , and con ti nu a lly be open
to a process of ch a n ge not com m on ly ex pe-
ri en ced by those invo lved in classical fo u n-
d a ti on practi ce . While this growth of s k i ll s
and flex i bi l i ty is a va lu e - ad ded outcome of a
ven tu re ph i l a n t h ropy practi ce , it has also

p l aced significant demands upon the
Fo u n d a ti on and its staff.

Are Smaller/Younger Nonprofit
Organizations in Better Posi-
tions to Benefit from a Venture
P h i l a n t h ropy Partnership than
Larger/ Older Organizations?

From the begi n n i n g, R E D F ’s focus has been
on the cre a ti on and su pport of vi a bl e , m a r-
ket - b a s ed social purpose en terpri s e s . Over
the ye a rs , h owever, it has become clear that
beyond assisting in specific ven tu re devel-
opm en t , REDF has also come to be invo lved
in areas of core or ga n i z a ti onal devel opm en t
with the non profits in its portfo l i o. Th e
n a tu re of R E D F ’s working rel a ti onship dif-
fers depending upon the size and age of a ny
given non profit or ga n i z a ti on .

An area of f utu re ex p l ora ti on for the
Fund wi ll be the qu e s ti on of wh et h er small-
er, perhaps earl i er stage or ga n i z a ti ons ga i n
gre a ter ben efit from a ven tu re ph i l a n t h ropy
a pproach than those or ga n i z a ti ons that
en ter the ven tu re rel a ti onship with a more
e s t a bl i s h ed (or perhaps en tren ch ed) cul-
tu re , or ga n i z a ti onal stru ctu re and history.
The yo u n ger or ga n i z a ti on s’ f l ex i bi l i ty and
openness to ex peri m en t a ti on may hold the
key to a su ccessful rel a ti on s h i p, while the
e s t a bl i s h ed non profit may find gre a ter ben-
efit from a ph i l a n t h ropic approach more
l i ke that of an inve s tm ent banker than a
ven tu re capitalist.

Conclusion

Li ke any good rel a ti on s h i p, the rel a ti on-
ship bet ween REDF and its inve s tee

or ga n i z a ti ons has evo lved . The ven tu re
ph i l a n t h ropy approach has made it po s s i-
ble for the or ga n i z a ti ons in the portfolio to
receive su pport and inve s tm ents not previ-
o u s ly ava i l a ble in the non profit sector. An d

the pati en ce of REDF inve s tees has all owed
the Fo u n d a ti on to grow in its unders t a n d-
ing of h ow best to su pport the work of t h e
practi ti on er com mu n i ty. We have learn ed a
great deal from this process and look for-
w a rd to expanding upon our learn i n gs over
coming ye a rs .
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Footnotes
1 A com preh en s ive de s c ri pti on and analysis of

REDF can be found in the Stanford Gradu a te
S ch ool of Business case stu dy en ti t l ed “Th e
Roberts Enterprise Devel opm ent Fu n d :
Im p l em en ting a Social Ven tu re Capital Approach
to Philanthropy,” O ctober, 1 9 9 8 . This case is
ava i l a ble thro u gh the REDF of f i ce or by con t act-
ing the Stanford Gradu a te Sch ool of Bu s i n e s s .

2 A complete listing of REDF publications may be
found on the publications page of REDF’s web-
site at www.redf.org.

3 Copies of the book can be downloaded from
our website and hard copies may be ordered
from the REDF office. Please visit our web site
at www.redf.org or email book@redf.org.

4 See the Stanford Graduate School of Business
case stu dy en ti t l ed “The Roberts Enterpri s e
Devel opm ent Fu n d : Im p l em en ting a Soc i a l
Ven tu re Capital Approach to Philanthropy,”
October, 1998, pages 6 - 7 for a more in-depth
discussion of the lessons learned from HEDF.

5 “The Challenge of Change: Implementation of a
Venture Philanthropy Strategy,” can be found in
Chapter 2 of this book and is also available at
www.redf.org.

6 Please see the Stanford Gradu a te Sch ool of
Business case stu dy en ti t l ed “The Robert s
Enterprise Development Fund: Implementing a
Social Ven tu re Capital Approach to
Philanthropy,” October, 1998.

7 REDF began in Ja nu a ry 1997 with a portfolio of
ten non profit or ga n i z a ti on s . As of Fa ll 1999,
t h ree or ga n i z a ti ons had been exc u s ed from the
portfo l i o. See “ E n terprises Gone But No t
For go t ten ,” Ch a pter 3 of this book for a more
det a i l ed account of the lessons learn ed with these
or ga n i z a ti on s .

8 See “WebTrack and Beyond: Documenting the
Im p act of Social Pu rpose Enterpri s e s” i n
Chapter 6 of this book.

9 For a more det a i l ed discussion of S RO I ,p l e a s e
s ee “Social Retu rn on Inve s tm en t : Ex p l ori n g
As pects of Va lue Cre a ti on in the Non prof i t
Sector ” in Ch a pter 8 of this boo k .

1 0 Ch a rt ad a pted from Stanford Gradu a te Sch ool of
Business case “The Roberts Enterpri s e
Devel opm ent Fu n d : Im p l em en ting a Soc i a l
Ven tu re Capital Approach to Philanthropy,”
O ctober, 1 9 9 8 , p. 5 .

1 1 Please see the Stanford Gradu a te Sch ool of
Business case on REDF, pages 11 - 19 for a more
detailed discussion of REDF’s venture capital
approach in each of these practice areas.

1 2 Please see “Social Retu rn on Inve s tm en t :
Ex p l oring As pects of Va lue Cre a ti on in the
Non profit Sector ” in Ch a pter 8 in this boo k .

1 3 Please see “The Ch a ll en ge of Ch a n ge :
Im p l em en t a ti on of a Ven tu re Philanthropy
Strategy,” in Chapter 2 of this book.

©2000 The Roberts Foundation  www.redf.org



The Challenge
of Change:
Implementation
of a Venture
Philanthropy
Strategy

he Roberts Enterprise Devel op -
ment Fund (REDF) is a venture
ph i l a n t h ropy approach to su p-
porting social purpose enterprise
development. REDF maintains a

portfolio of s even non profit or ga n i z a ti on s ,
which collectively operate 23 revenue-generat-
ing enterprises. The goal of social purpose
enterprises is to provide transitional and perma-

n ent em p l oym ent opportu n i ties to those
deem ed “u n em p l oya bl e” by the mainstre a m
labor market.

REDF is all about innovation and
change:

REDF funds new strategies for job creation
and the development of community assets.

The Challenge
of Change:
Implementation
of a Venture
Philanthropy
Stategy

The Roberts Enterprise Development Fund 
and BTW Consultants—informing change

T
Introduction

Chapter 2



REDF provides an array of ancillary sup-
port to nonprofit organizations through
the innovative application of techniques
borrowed from the for- prof i t , ven tu re
capital field.

REDF assists nonprofits in being as effec-
tive in the pursuit of their business mis-
sion as they seek to be in their social mis-
sion.

REDF seeks to overcome the limitations of
traditional, classical approaches to philan-
thropy through the creation of a meaning-
ful, significantly more engaged partner-
ship between funder and investee.

However, ch a n ge is ch a ll en gi n g — even
for those who seek it out and understand its
va lu e . This ch a pter pre s ents a discussion of
the ch a ll en ges REDF ex peri en ced du ring the
i n i tial months of l a u n ching its initi a tive and
the steps taken to date to re s pond to these
ch a ll en ge s .

The fo ll owing pages begin with a pre-
s en t a ti on of a basic fra m ework for under-
standing or ga n i z a ti onal ch a n ge . This is fo l-
l owed by a bri ef de s c ri pti on of the tra n s for-
m a ti on The Roberts Fo u n d a ti on has under-
gone over the past dec ade . Du ring that peri-
od , the Fo u n d a ti on moved from implem en-
t a ti on of a classical fo u n d a ti on stra tegy to
the cre a ti on of the Hom eless Econ om i c

Devel opm ent Fund (1990), wh i ch then led to
The Roberts Enterprise Devel opm ent Fu n d
( 1 9 9 7 ) . Now REDF, in 1999 and beyon d ,
p u rsues a con ti nu a ti on of its ven tu re ph i l a n-
t h ropy stra tegy wh i ch has been gre a t ly
i n form ed by the feed b ack received over the
f i rst 18 months of its opera ti on .

Af ter this back ground discussion , t h e
document presents the findings of a process
appraisal conducted in 1998 to assess how this
transformation from classical to venture phil-
anthropy was experienced by the Foundation
and its investee1 organizations. The process
appraisal findings are followed by a discussion
of the steps taken by Foundation staff to
address the issues raised in the appraisal.

Presently the concept of venture philan-
thropy is receiving a great deal of attention.
This interest in a new approach to funding
has very real implications for the traditional
rel a ti onship bet ween gra n tee and gra n tor.
Therefore, this chapter concludes with a dis-
cussion of lessons learned from The Roberts
Foundation’s experience that may be of inter-
est to foundations and nonprofit organiza-
tions in the early stages of formation, as well
as those con s i dering a tra n s form a ti on of
existing funding strategies and relationships.

Before presenting the outcomes from this
process appraisal, it is first helpful to have
some understanding of how change is experi-
enced within organizations and what factors
may influence the change process.
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Navigating the Stages of Change: A Theoretical Framework 

There are a variety of ways to understand,
describe and analyze a process of organi-

zational change, particularly as reflected in
such a creative and complex collaboration as
The Roberts Enterprise Development Fund
(REDF). There are other frameworks that are
more specific to nonprofit organizations, such
as Drucker’s seven stages of effective and sus-
tainable innovation.2 And there are frame-
works that are psychologically based, such as
Lewin’s well known three-phase approach to
ch a n ge — u n f ree z i n g, ch a n ging and ref ree z-
ing—or change cycles that reflect more of the
emotional aspects of organizational change.3

We chose a fra m ework pre s en ted by
Michael Heifetz because it seemed the most

relevant and useful model for understanding
the stages of ch a n ge ex peri en ced in Th e
Roberts Fo u n d a ti on’s initi a tive s , wh i ch in
many ways are a hybrid of for-profit and non-
profit philosophies. Regardless of which the-
oretical framework one chooses, the most
important point is that the REDF initiative,
and The Roberts Fo u n d a ti on gen era lly,
engage in processes grounded in a commit-
m ent to on going or ga n i z a ti onal ref l ecti on
and learning. REDF is creating innovative
systems for supporting social purpose enter-
prise development, reflecting on those sys-
tems, refining its approach based on evidence
gathered both informally and formally, and
disseminating its learnings in order to inform
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a growing field of interest in venture philan-
thropic practice.

Peter Drucker has observed that in order
to be a successful innovator it is first essential
to learn from the process of change. This
means having the courage to critically exam-
ine what needs to change and then managing
that change in a manner that reflects where
one wants to go. In commissioning its process
appraisal, REDF took an essential and coura-
geous step in asking questions of its nonprof-
it partners and itself as a foundation program
initiative. As it has been said, “You cannot get
to where you want to be by remaining where
you are.”

Michael Heifetz, a specialist in organiza-
tional development, has presented a seven-
stage process for effectively creating change in
organizations. His framework for change and
the seven stages he enunciates are derived
from extensive research and experience in
analyzing organizational development in both
business and govern m en t . Hei fet z ’s seven
stages include:

Associated with each stage is a desired set
of outcomes, actions initiated to accomplish
those outcomes, and common issues or barri-
ers to overcome. The Roberts Foundation
experienced each of these seven stages of
change during HEDF; when it reached Stage
Seven—Moving to the Next Cycle—HEDF
transitioned to REDF. In 1997, The Roberts
Fo u n d a ti on chose its next target (Stage
One)—REDF—by focusing on social purpose
enterprise development specifically and by

choosing to deliberately implement a venture
philanthropy approach to its funding.

In establishing its inve s tee portfo l i o,
REDF set explicit goals for itself and worked
with ea ch group to set its own business-sp e-
cific goals (Stage Two). During the first year
of REDF implementation, action was initiated
(Stage Three). This action reflected many of
the major components of a venture capital
practice—i.e., core financial investments were
made in each organization, regular venture
committee meetings were held, business assis-
tance was provided, additional capital and
business net working opportu n i ties were
made available, and a management informa-
tion system was established.

The REDF process appraisal was under-
taken during the fourth stage of Heifetz’s
seven-stage process, “Making Connections.”
According to Heifetz, the fourth stage is when
“people wrestle with change as it plays out in
their daily work.” For the REDF portfolio this
was the time when conflicts over control and
direction emerged between organizations and

The Roberts Foundation and
within the or ga n i z a ti on s
themselves. The terrain was
shifting and the players were
trying to establish firm foot-
ing to manage both thei r
organizations and the new
funding relationship.

Examples of actions that
a re typ i c a lly part of t h e
fo u rth stage of ch a n ge
i n clu de en su ring everyon e
u n derstands how the new
approach affects them and
scrutinizing the results of the
i n i tial ch a n ge process to
determine if the benefits of
the ch a n ge are re a l . Th e
REDF process appra i s a l ,
conducted 14 months into

the REDF initiative, was such an action. It
was intended to provide formal feedback to
all REDF stakeholders regarding the effective-
ness of a venture philanthropy approach and
offer possible guidance to make refinements
in any and all components of the initiative.
The process appraisal was also intended to
and, in fact, did lead to Heifetz’s Stages Five
and Si x , “ Re - Balancing to Accom m od a te
Change” and “Consolidating the Learning,”
which are happening currently.

Stage One: Choosing the Target

Stage Two: Setting Goals

Stage Three: Initiating Action

Stage Four: Making Connections

Stage Five: Re-Balancing to Accommodate
the Change

Stage Six: Consolidating the Learning

Stage Seven: Moving to the Next Cycle
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The Roberts Foundation was founded in
1986 as the family foundation of George

and Leanne Roberts. Located in the San
Francisco Bay Area, from 1986 to 1989 the
Foundation funded a variety of youth, educa-
tion, animal welfare and arts organizations
through a classical approach which included:

publication of an annual report with giv-
ing guidelines,

submission of grant proposals by prospec-
tive grantees,

review of those proposals by staff4 and 

presentation of those proposals to The
Foundation’s board of directors in the
form of “dockets” consisting of a summa-
ry of the proposal and recommended giv-
ing levels.

In 1989, the Roberts dec i ded they were
i n tere s ted in funding a “s tra tegic ef fort wh i ch
would not norm a lly receive su pport were it not
wi t h o ut the assistance of The Robert s
Fo u n d a ti on .”5 Fu rt h erm ore , G eor ge Robert s
began convers a ti ons with the Fo u n d a ti on’s
exec utive director rega rding stra tegies by
wh i ch The Fo u n d a ti on could iden tify and fund
a “f ree en terprise approach to hom el e s s n e s s .”
To that en d , a staff pers on was hired to inve s ti-
ga te the po ten tial of su ch an approach and cre-
a te a stra tegy The Fo u n d a ti on could pursu e .

In Ja nu a ry of 1 9 9 0 , The Robert s
Fo u n d a ti on launch ed the Hom el e s s
Economic Development Fund (HEDF).6 The
goal of the Fund was to support efforts to
expand economic opportunity for homeless
individuals through three strategies:

expanding the accessibility of the main-
stream job training and placement system;

creating a self-employment program tai-
lored to meeting the needs of homeless
women; and 

assisting nonprofit organizations in the
p l a n n i n g, l a u n ch and managem ent of
nonprofit, social purpose enterprises.

The HEDF’s experience in the first two
areas and the lessons learned regarding the
third are described at length in other docu-
ments. The reader is encouraged to review
that material for a full discussion of The
Fo u n d a ti on’s ex peri en ce in social purpo s e
enterprise development.7 The focus of this
paper, however, is less upon what was being
funded between 1990 and 1998, and more
upon how that funding was provided.

The following chart illustrates how The
Foundation’s approach to investing in non-
profit organizations evolved from a classical
to a ven tu re ph i l a n t h ropy stra tegy.
Accordingly, the fundamental elements of the
Foundation’s work shifted over time in the
following areas:

Amount of Initiative Budget and Average
Grant Size

Type/Form of Investment

Number of Investees Supported by the
Foundation

Number of Social Purpose Enterprises
Operated by Investees

Fundamentals of the Investment
Relationship

Target Population

Range of Supports Provided to Investee
Organizations

Professional Development of
HEDF/REDF staff

Form of Primary Donor Involvement

The specifics of this shift are presented in
the accompanying chart and other documents
provide detailed information concerning The
Foundation’s strategy. By the end of 1996 it
became clear that The Fo u n d a ti on’s goa l s
could be best achieved through shifting from
its prior structure to a new, focused initiative
that could take the lessons of the past and
apply them to future efforts. To that end, at

1990 through 1996: Evolving From a Classical to Venture
Philanthropy Strategy
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1990-1993 1994-1996 1997-

Evolution of A Philanthropic Strategy

$1 million per year

(average: $25,000)

Grants

40-50

8

High funder discretionary
authority

Some multi-year grants
Engaged funder
Shared learnings
Commitment to honesty

in relationship

Homeless individuals
(both youth and adults)

$1.5 million per year

(average: $60,000)

Grants
Cash Guarantees
Cash Flow Advances

20

12

High funder discretionary
authority

Some multi-year grants
Engaged funder
Shared learnings
Commitment to honesty

in relationship and gen-
eral steps to achievement

Homeless individuals 
(both youth and adults)

$3.5 million per year

(average: $125,000)

Grants
Cash Guarantees
Cash Flow Advances
Recoverable Grants
Levera ging other re s o u rce s
around investment

10   (7 as of 1999)

25+

High funder discretionary
authority

All multi-year grants
Engaged funder
Shared learnings
Commitment to honesty

in relationship and specif-
ic steps to achieving and
maintaining same

Individuals in recovery
from homelessness, drug
and alcohol addiction

Very low-income
Disabled physically and

psychiatrically

Category

Annual Budget

Average Grant

Type/Form of Investment

# of Funded Organizations

# of Social Purpose Enterprises

Investment Relationship

Targeted Population Served

the close of 1996, HEDF was dissolved and
The Roberts Enterprise Development Fund
launched.

The reader should keep in mind that the
following chart, while reflecting the general
stages The Foundation moved through over

time, should itself be viewed as an evolving
continuum. Within each stage lessons were
l e a rn ed and intern a l i zed , while ac ross the
decade described, the process moved forward
in a somewhat fluid motion not easily reflect-
ed in linear charts and diagrams.

Continued…
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1990-1993 1994-1996 1997-

Evolution of A Philanthropic Strategy   Continued…

Category

Program grants
Isolated/individual grants
Process/qualitative evaluation
Evaluation by outside

consultant
Ad hoc business assistance

provided by individual
outside consultants

Individual Executive
Director with MSW

Traditional reporting 
relationship

Met 2 times per year 
for briefings

Periodic meetings
and input

Program grants
Individual grants/group

meetings
Greater outcome-focused

evaluation
Collaborative evaluation
Targeted business 

assistance

Individual ED with MSW
and MBA earned while
working on HEDF

Interactive relationship
Met 6 times per year
Regular meetings and 

communication

Program grants, capital
grants, based on business
plans
Portfolio approach
Social Return on

Investment Analysis8

Shift from evaluation to
MIS with emphasis on
capacity-building for
portfolio organizations to
manage internal MIS and
evaluation

Focused business assistance
by REDF team: Venture
Committees, Partners-for-
Profit, Farber Interns/
Fellows, Computer/other
Technology Assistance

Management Team
Approach:

Executive Director with
MSW and MBA
Associate Director with
MBA
Business Analyst with
MBA

MIS,“Evaluation” and
Computer Technology
Consultants

Fully engaged relationship
Met minimum of 12 times

per year
Ongoing communication

and shared decision-
making

Range of Support

Professional Development of Foundation Staff

Form of Primary Donor Involvement
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The st rategy created by the Foundation to
support the work of its inve s tees is part

ven tu re capital, p a rt or ga n i z a ti onal devel-
opm ent and part small business devel op-
m en t . To this en d , REDF has the fo ll owi n g
com pon en t s :

Core Investments
The core financial support received by each
organization in the portfolio comes in the
form of an annual capacity-building grant
ra n ging bet ween $100,000 and $125,000.
Among other things, this grant enables the
nonprofit to hire an enterprise manager and
invest in the human capital required to devel-
op and oversee the execution of a business
strategy as articulated in their 3-5 year busi-
ness plan.

Capital Investments
In order to build upon REDF’s Core
Inve s tm en t s , the Fund provi des ad d i ti on a l
financing as dict a ted by each en terpri s e’s
business plan and augments that financing
with efforts to solicit other charitable invest-
m ents from indivi du a l s , corpora ti ons and
fo u n d a ti ons intere s ted in su pporting the
enterprise development goals of the Fund and
its investees. The Fund also provides addi-
tional access to capital resources through a
mix of grants, recoverable grants and net-
working opportunities to secure low-interest
loans from both commercial and nonprofit
lending institutions.

Business Analyst
REDF partners with Keystone Community
Ventures, a local technical assistance organi-
z a ti on specializing in non profit bu s i n e s s
development, providing a business analyst to
assist the manager and Venture Committee in
analyzing the strategic position of the busi-
n e s s , c ri ti que the ven tu re’s business plan,
evaluate the business’s financial statements
(both actual and pro forma), and provide an
objective evaluation of the business. The
business analyst directly assists management
in conducting the analysis and assists the
managers in developing their own skill sets in
order to assure that knowledge transfer occurs
and the future capacity of the organization to
effectively manage the venture is developed.

Venture Committees
The Ven tu re Com m i t tee consists of repre s en t a-
tives from REDF, the non profit exec utive direc-
tor, the en terprise manager, and as appropri a te ,
a Boa rd mem ber from the non profit or ga n i z a-
ti on and an indivi dual with direct ex pertise in
the indu s try  sector of the en terpri s e . Toget h er,
the com m i t tee meets mon t h ly to revi ew finan-
cial and opera ti onal perform a n ce , i den ti f y
a reas of con cern , and help en su re these con-
cerns are ad d re s s ed in accord a n ce with the
en terpri s e’s business plan.

Farber Interns and Farber Fellows
REDF, in partnership with The Phalarope
Fo u n d a ti on and Stu dents for Re s pon s i bl e

1997: The Roberts Enterprise Development Fund

The Roberts Enterprise Development Fund Portfolio of Investments9

Core Investments  

Capital Investments

Business Analyst

Venture Committees

Farber Interns/Fellows 

Partner-for-Profit

Access to Technology

Outcome Measurement

➠

➠
➠

➠

Asian Neighborhood Design
Barrios Unidos

BOSS
CVE, Inc.

Golden Gate Community, Inc.
Goodwill Industries

Jobs Consortium
Juma Ventures

Rubicon Programs
Youth Industry
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Bu s i n e s s , e s t a bl i s h ed the Fa rber In terns and
Fa rber Fell ows program to levera ge the tal-
ent of business sch ool stu dents in su pport of
i nve s tee or ga n i z a ti on s . The Fa rber In tern s
and Fell ows are named to hon or Mi ch ael E.
Fa rber, who passed aw ay in 1996. Du ri n g
his tenu re at Ru bi con Programs from 1989
to 1996, Mi ke hel ped guide the ex p a n s i on of
t wo of Ru bi con’s en terpri s e s , Ru bi con
Bu i l d i n gs & Grounds and Ru bi con Ba kery.
The pre s en ce of a su m m er Fa rber In tern or
ye a r- l ong Fa rber Fell ow rounds out the
Fu n d ’s ef forts to en h a n ce the capac i ty of i t s
portfolio or ga n i z a ti ons in the ef fective man-
a gem ent the ven tu re .

Partners-for-Profit
Pa rtn ers - for- Profit (PFP) was cre a ted to
address the enterprises’ need for direct market
access. The initiative is a focused working
group of Bay Area business leaders represent-
ing a variety of industries. PFP provides
REDF investees with one more level of analy-
sis and assistance. In addition to providing
advice and guidance to investees, PFP mem-
bers assist in connecting enterprise managers
to professional networks within their indus-
tries and areas of interest. Finally, PFP pro-
vides opportunities for the hands-on involve-
ment of business people interested in making
a more meaningful and direct contribution to
the process of social purpose enterprise cre-
ation and expansion.

Access to Technology
REDF has, on a limited basis, equipped ea ch
enterprise with the basic hardware and soft-
ware necessary to gain access to the web and
communicate via e-mail. REDF partnered
with CompuMentor, a San Francisco-based
nonprofit computer consulting organization,

to build a private web site for the REDF port-
folio and organizations and to train all the
nonprofit managers in accessing the web and
using e-mail. Additionally, REDF has con-
tracted with Dayspring Technologies to devel-
op custom databases for each organization to
track social indicators and to provide training
to managers on how to use and build upon
them. This management information system
is described at length in a companion chapter,
“WebTrack and Beyond: Documenting the
Impact of Social Purpose Enterprises.”

Outcome Measurement
Rather than implementing traditional evalua-
tion methods, REDF, in partnership with its
i nve s tee s , devel oped and launch ed a web -
based information system called WebTrack
which was custom-designed through the use
of standard business MIS tools. REDF con-
tracted with BTW Consultants to work with
the en terprise managers on devel op i n g
indices of operational and social outcome
success against which future performance can
be measured. Over time, BTW Consultants
will be building each organization’s capacity
to conduct its own social outcome studies.
Web Track wi ll en a ble en terprise managers
and REDF to track monthly performance on
both economic and social terms for the dura-
tion of the five-year initiative. This will allow
each organization to assess and modify its
program in order to maximize its soc i a l
impacts in a meaningful and timely manner.
In this way, evaluation is re-invented to pro-
vide meaningful data to managers, allowing
them to continually improve practice instead
of awaiting an external assessment of the
effectiveness of their programs. Such a man-
agement information system also allows each
enterprise and the portfolio as a whole to ana-
lyze Social Return on Investment (SROI).10
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Year-End 1997: Assessment of First Year’s Experience—
Beginning to Articulate the Successes and Challenges of
the REDF Approach

Over the co u rse of its first year of opera-
ti on , the REDF approach appe a red to

be largely su cce s s f u l . Inve s tm ents (in the
form of grants) were made by REDF in a
portfolio of 10 non profit or ga n i z a ti on s .
Groups were formalizing and refining thei r
s tra tegi e s . Ven tu re Com m i t tee meeti n gs
were hel d ; opera ting dec i s i ons were made in
p a rtn ership with inve s tee or ga n i z a ti on s .
In c reasing nu m bers of form erly hom el e s s
and very low - i n come indivi duals were
being provi ded access to the tra n s i ti on a l
em p l oym ent opportu n i ties nece s s a ry for
t h em to gain stabi l i ty and lon g - term inde-
pen den ce . On the su rf ace , it appe a red that
the tra n s i ti on was going smoo t h ly and
opera ting as planned .

However, over a peri od of m on t h s ,
R E D F ’s staff became aw a re that severa l
REDF inve s tees were dissati s f i ed with som e
a s pects of the stra tegy and its managem en t .
The exec utive and assoc i a te directors bega n
receivi n g, in bits and piece s , feed b ack that
s everal of the exec utive directors and bu s i-
ness managers were fru s tra ted with the
proce s s . This feed b ack came in a va ri ety of
form s :

The out s i de con sultant hired by REDF to
m a n a ge the de s i gn and implem en t a ti on of
the social outcome indicators sys tem (by
wh i ch the impact of the programs and
businesses would be measu red ) , bega n
h e a ring com m ents from va rious managers
that the process was “top down” and did
not all ow for en o u gh input by parti c i p a n t s .

The business analyst, working closely with
business managers examining the opera-
tions of the social purpose enterprises,
also detected dissatisfaction with how the
transition from HEDF to REDF was being
executed. Questions were raised regarding
whether her contributions were in sup-
port of the nonprofits or as a “monitor”
on behalf of REDF—a critical concern in
light of REDF’s commitment to partner
with the organizations in the development
of their ventures.

R E D F ’s exec utive and assoc i a te directors ,i n
i n d ivi dual meeti n gs with inve s tee exec utive
d i rectors and business managers , were also
receiving feed b ack that while parts of t h e
REDF approach were going smoo t h ly,
o t h er com pon ents were vi ewed as intru-
s ive , overly demanding or (of perhaps the
gre a test horror to REDF staff) not con-
tri buting to the abi l i ty of the non profit to
m a n a ge its ven tu re more ef fectively.

At the same time that some REDF
investees began voicing concern regarding the
process,the REDF staff itself was also not fully
satisfied with how the initiative was evolving.
REDF staff discussed the situation with the
eva lu a ti on con sultant and con s i dered the
option of bringing in an independent third
p a rty to intervi ew the players and assess
opportunities for improvement. While REDF
staff immediately endorsed this option as a
logical possible next step, the REDF executive
director wanted first to discuss the issues with
the executive directors o f the funded organi-
z a ti on s . These were all indivi duals wi t h
whom the REDF executive director had long,
multi-year professional and, in some cases,
personal relationships. The initial, perhaps
naive, belief was that with a few well-managed
conversations, REDF would be able to solicit
input, modify its approach as needed, and
move ahead into the new year.

With this thought in mind, a meeting was
h eld with the exec utive directors and REDF
s t a f f to discuss the ex peri en ce of 1997 and
assess how to improve the process and con ti n-
ue moving forw a rd . The meeting began with a
revi ew of h ow the stra tegy had been devel oped
and an overvi ew of the basic com pon ents of
the REDF approach , with REDF’s exec utive
d i rector pre s en ting areas of con cern . Th e s e
“con cern s” were fra m ed in terms of R E D F
ex pect a ti ons that funded or ga n i z a ti ons wo u l d :

Be fully com m i t ted to managing thei r
ventures and organizations effectively

Include REDF in all relevant decision-
making 
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Honestly assess their own strengths and
weaknesses

Ma ke full use of the re s o u rces REDF
offered

Provi de acc u ra te inform a ti on in bo t h
their reporting and meeting contributions

Build strong businesses and organizations

Provide the businesses with the necessary
resources required for growth

The doc u m ent pre s en ted to the exec utive
d i rectors inclu ded a basic revi ew of the evo lu-
ti on of R E D F, as well as an outline of i s sues the
REDF exec utive director felt were import a n t
for both REDF and the parti c i p a ting or ga n i z a-
ti on s . These inclu ded su ch ch a ll en ges as:

How do we make this process work more
effectively for us all?

How do we not have this be simply one
m ore fo u n d a ti on funding opportu n i ty ?
(Or is it?)

Are REDF expectations realistic?

What is the actual and perceived value
added by REDF’s participation in your
business development process?

How do we deal with the tension between
tra i n i n g / su pported em p l oym ent goa l s
and the need for permanent employment
to maintain business viability?

Once REDF funds are invested, without
“real” equity position,how is REDF role to
be defined?

How do we balance executive director,
business manager and REDF perspectives
on the status of the business venture?

How do we address the attitude of “we
managed this as a small business, we can
manage this as a large business”?

How do we manage the tension of REDF
allegiance to business versus the executive
director’s larger commitment to the orga-
nization?

How do we address the “spin” factor (e.g.,
the tendency on the part of executive
directors and staff to attempt to always
put the nonprofit in the “best” light possi-
ble when interacting with funders)?

As the REDF exec utive director was
pre s en ting the secti on on REDF’s Ex pec -
t a ti on s , m a ny of the other exec utive direc-
tors had begun flipping thro u gh the nex t
p a ges of the pre s en t a ti on and could see
wh ere the discussion was head i n g. Havi n g
pre s en ted the basic issues as vi ewed from
the REDF pers pective , the exec utive direc-
tor then paused halfway thro u gh his pre s en-
t a ti on to ask for com m ents and open ed the
d i s c u s s i on for each or ga n i z a ti on’s director
to re s pond and raise his or her own qu e s-
ti ons or con cern s .A , s h a ll we say, l ively con-
vers a ti on en su ed . . .

The exec utive directors ra i s ed a nu m-
ber of t h eir own qu e s ti ons rega rding the
tra n s i ti on proce s s , the interacti on bet ween
REDF and each or ga n i z a ti on , and the
degree to wh i ch the or ga n i z a ti ons fel t
a ll owed to provi de input rega rding the
process itsel f . The convers a ti on , and su b s e-
qu ent process appra i s a l , were high ly com-
p l i c a ted by the fact that some exec utive
d i rectors , while having su gge s ti ons for
i m proving the proce s s , were largely sati s f i ed
with how REDF had been de s i gn ed and
i m p l em en ted . These directors ex pre s s ed
f ru s tra ti on abo ut spending their limited
time ad d ressing process issues they did not
vi ew as significant or of cen tral import a n ce
to the overa ll ef fectiveness of the REDF
proce s s . Ot h ers took the meeting as an
opportu n i ty to share a va ri ety of con cern s
and firm ly voi ced an interest in having a
s i gn i f i c a n t ly gre a ter role in doing so.

At the next REDF exec utive directors
m eeti n g, t h ere was a fo ll ow-up discussion
a bo ut these issu e s . The REDF exec utive
d i rector also invi ted REDF’s out s i de eva lu a-
ti on con sultant to this meeting and toget h-
er the group discussed opti ons for iden ti f y-
ing and ad d ressing con cerns abo ut the
proce s s . The REDF exec utive director
of fered and the group agreed that in the
i n terest of a ll indivi duals having a full and
fair exch a n ge of i de a s , the eva lu a ti on con-
sultant should bring in out s i de intervi ewers
to con du ct con f i den tial intervi ews wi t h
e ach exec utive director and a repre s en t a tive
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1998: The REDF Process Appraisal

I. Methodology

The REDF process appraisal relied on key
informant interviews with 10 executive

directors and 12 business managers partici-
pating in the REDF initiative. As part of the
a ppra i s a l , i n tervi ews were also con du cted
with REDF staff and the business analyst.

The methodology reflects two overriding
goals:

1. to ga t h er REDF parti c i p a n t s’ det a i l ed
assessments on the initiative’s strengths,
ch a ll en ge s , and opportu n i ties to
improve; and 

2. to su pport the cre a ti on of an opera ti n g
envi ron m ent that en co u ra ges fra n k
feed b ack .

REDF engaged a consultant, Fay Twersky
of BTW Consultants, with evaluation exp er-
tise to conduct the process appraisal. This
consultant has a longstanding history with
The Roberts Foundation, as well as  signifi-
cant expertise in providing evaluation and
management information assistance to both
nonprofits and the foundations that support
their work. The consultant had oversight of
the entire process; however, in order to assure
open discussion , she con tracted with two
independent interviewers with no prior con-
tact with either The Roberts Foundation or its
f u n ded or ga n i z a ti on s . All intervi ews were
conducted in person and kept strictly confi-
dential, lasting between 60 and 90 minutes.

The protocols used in the key interviews
contained several questions focused on orga-
nizational issues and participants’ interest in
and support of the REDF approach. Others
focused on the key components of REDF sup-

port. For each component, interviewees were
asked to comment on:

the con cept (is this type of a s s i s t a n ce
u s ef u l ? ) ;

the process (is the way the su pport is made
ava i l a ble useful to the bu s i n e s s e s ? ) ; a n d

the interpersonal dynamics (do the busi-
nesses work well with the people provid-
ing the support?).

The pro tocol was de s i gn ed to be open -
en ded in order to elicit det a i l ed re s ponses from
REDF parti c i p a n t s . Copies of the pro tocols are
i n clu ded as an appendix to this ch a pter.

II. Assessing the Key Compon-
ents of the REDF Approach to
Venture Philanthropy 

After conducting key informant interviews,
the consulting team consolidated com-

mon responses with regard to perceived ben-
efits and challenges associated with partici-
pating in REDF. The responses, summarized
by each of the major initiative components,
fall into two categories: What’s Working and
Areas to Address.

At the outset, it should be underscored
that the overall sentiment of those participat-
ing in the REDF initiative was positive. By
and large, the businesses felt privileged to be
included in the initiative and, in virtually all
cases, felt the benefits outweighed any diffi-
c u l ties or fru s tra ti on s . The parti c i p a n t s
ex pre s s ed apprec i a ti on for the proce s s
appraisal itself and the opportunity it provid-
ed to comment on how things were going
from their perspective. The following is a

nu m ber of business managers . This came
to be known as the process appraisal and
would be used to frame a fo u r- m onth re -
a s s e s s m ent of h ow REDF was pursuing its

goals and how parti c i p a ting or ga n i z a ti on s
could be more ef fectively su pported in
t h eir ef fort s , while maintaining the integri-
ty of the REDF vi s i on and stra tegy.



summary of the feedback given in each of
REDF’s strategy areas.

III. Core Financial Investments

The intention of providing an annual grant
to the nonprofit enterprises is to enable

the businesses to hire an enterprise manager
and to support general overhead expenses.
These funds—paid in quarterly installments
throughout the year—are intended to be flex-
ible and accommodate the range of needs
identified by each organization.

What’s Working
The or ga n i z a ti ons were ex trem ely po s i tive
about the core financial investments. These
core investments were seen as invaluable in
terms of the level of su pport , the length of
the financial com m i tm en t , and the flex i bi l i ty
of the funds. Both the exec utive directors
and business managers of the or ga n i z a ti on s
s aw the overa ll flex i bi l i ty of the core financial
i nve s tm ents as distinguishing REDF from
trad i ti onal grant making wh ere grants ten d
to be more re s tri ctive both in terms of t h e
s i ze , l ength of com m i tm ent and the po s s i bl e
use of f u n d s .

Areas to Address
Organizations expressed concern regarding
several elements of the core investment prac-
tice. First and foremost, executive directors
and business managers said they were unclear
about the terms of the multi-year commit-
ment,and what would render them either eli-
gible or ineligible for continued funding. The
possibility that the core investment could be
t a ken aw ay if perform a n ce did not meet
expectations added a level of stress and ambi-
guity to some relationships with REDF and
the business analyst from Keys ton e
Community Ventures. The businesses indi-
cated the need for a more clearly defined set
of conditions under which the investment
would not be renewed. The businesses also
requested the establishment of a “warning
system” that would enable them to restruc-
ture, seek alternative (replacement) funding,
or prepare for the loss of financial support in
some other manner.

REDF staff members agreed that greater
cl a ri ty was needed — for ex a m p l e , bet ter

defining what it means to be “under plan”—
but the REDF staff emphasized that the busi-
ness plan and pro forma financials had been
and continued to be the benchmark for busi-
ness performance.

As this issue was discussed, it became
clear that there were inherent trade-offs in
setting policies: while they add clarity and
structure,they can diminish flexibility. This is
especially important since the Fund is itself
pursuing an evolving form of grant making,
venture philanthropy, and is still creating the
process by which it will relate to its investee
organizations. This issue became especially
important later as REDF began responding to
the findings of the process appraisal and
refining its own approach.

Several exec utive directors and bu s i-
ness managers indicated that because of t h e
rel a tively large size of the inve s tm ent in the
bu s i n e s s e s , REDF som etimes adopted a
propri et a ry rel a ti onship with the bu s i n e s s-
e s . This manife s ted itsel f in several ways .
F i rs t , s om etimes businesses perceived
R E D F ’s “advi ce” as more directive than
con su l t a tive . Secon d , s ome bu s i n e s s e s
re s en ted the level of c redit assu m ed by
REDF for the evo luti on and growth of t h e
businesses in its portfo l i o. F i n a lly, R E D F
po s i ti on ed itsel f as “s en i or equ i ty partn er ”
because of the size and lon gevi ty of i t s
i nve s tm en t , a po s i ti on seen by som e
i nve s tees as hel pful in attracting new
i nve s tors , but by others as harmful to thei r
ef forts to bring in new funders .

These comments reflect a difference in
perspective between REDF and some of the
businesses. In REDF’s view, since many of the
ventures were not initially meeting their stat-
ed targets it was essential to provide advice
and critical feedback. In many ways, that was
the central intention of the initiative. If the
businesses were performing well enough to
s i m p ly receive funding and no ad d i ti on a l
assistance, they would not have been asked,
nor would they have agreed, to participate in
the initiative from the outset. Furthermore,
due to the size of its grants, REDF believed it
had a philanthropic investment to protect;
and with three MBAs on staff or consultancy
and a number of years of experience to offer,
REDF felt it had something significant to con-
tribute. More importantly, REDF had clearly
articulated the role it intended to play in the
initial commitment letter that was accepted
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and signed by all the organizations. From
REDF’s perspective, it was simply doing what
it had said it would do in the context of the
new relationship.

The value of the process appraisal lay in
the opportunity to make these varying per-
spectives conscious, to validate the different
expectations held by each player and reach
some new and common understanding that
would allow change to occur.

IV. Capital Investments

In ad d i ti on to the Core Financial
Inve s tm ents made ava i l a ble thro u gh the

REDF initiative, each enterprise has access to
additional funds for capital improvements or
other needs as dictated by the business plans.
Businesses may augment these funds by solic-
iting other charitable investments from indi-
viduals, corporations and foundations. The
access to additional capital from REDF is ana-
lyzed on a “deal-driven” model, with individ-
ual enterprise needs recognized and assessed
on a case-by-case basis.

What’s Working
REDF has provi ded several businesses wi t h
ad d i ti onal funding to su pport their ex p a n-
s i on plans, p u rchase needed equ i pm ent or
m eet other en terprise need s . This access to
ad d i ti onal funding is a significant ben efit to
p a rti c i p a ting bu s i n e s s e s . In gen era l , t h e
businesses see REDF as high ly flex i ble and
re s pon s ive to requests for ad d i ti onal fund-
i n g. One business noted that funding for a
n ew piece of “c ut ti n g - ed ge” equ i pm ent has
h el ped com pen s a te for the ad d i ti onal labor
ex penses assoc i a ted with em p l oying an at-
risk pop u l a ti on with co s t ly training need s .
The rel a tive adva n t a ge afforded by this
equ i pm ent helps the group ach i eve its soc i a l
goals while attem pting to break even .

Ma ny of the or ga n i z a ti ons noted that
t h eir parti c i p a ti on in REDF makes it easier
to solicit funds from other source s . By par-
ti c i p a ting in the REDF ef fort , the cred i bi l i ty
of the business can be en h a n ced , both by
vi rtue of t h eir sel ecti on by REDF, a n d
because of the ex tent of l on g - term su pport
com m i t ted to those en terpri s e s . Th ey also
ben efit from REDF’s on going ef forts to
raise the vi s i bi l i ty of the initi a tive and
i n form a growing field of i n terest in this
a rea nati on a lly.

Areas to Address
Nonprofit organizations seek out and rely on
multiple sources of funding to support their
en terprise devel opm ent ef fort s . As men-
tioned earlier, REDF’s position as  “senior
equity partner” was problematic for several
or ga n i z a ti on s . These or ga n i z a ti ons fe a red
other funders might be reluctant to support
their efforts because they would not want
their support to be overshadowed by REDF.

The consulting team identified that a key
ch a ll en ge for REDF is to work with the
investees to develop a process that enables the
enterprises to bring in other funders without
compromising one of REDF’s primary objec-
tives: putting the venture philanthropy strate-
gy into practice. The process appraisal sug-
gested that at this point in its development,
REDF would benefit from clarifying the spe-
cific nature of The Roberts Foundation’s part-
nership with the social purpose enterprises
and working with its investees to more effec-
tively communicate that partnership to other
potential investors/funders.

As a result of this discussion, REDF also
decided to drop the use of the term “senior
equity partner” to describe its relationship to
investee organizations and adopted the term
“senior funding partner.” This was due to the
fact that some program officers voiced dis-
comfort with what they felt was the propri-
etary role of The Foundation in its work with
portfolio organizations.

V. Business Analyst/Ta r g e t e d
Business Assistance (Keystone
Community Ve n t u re s )

The business assistance offered as part of
the REDF initiative provides businesses

with ongoing technical support for assessing
the strategic position of the businesses, cri-
ti quing the business plans, eva lu a ting the
financial statements and accounting systems,
and other general assistance in evaluating the
health of the businesses. The purpose of the
support is to help the businesses operate more
ef fectively and prof i t a bly. Keys ton e
Community Ventures was hired to oversee
this technical support, either by providing the
assistance directly or bringing in the needed
expertise. This support is further augmented
by the active participation of the REDF asso-
c i a te director and exec utive director in
monthly Venture Committee meetings.



What’s Working
All the groups embrace the concept of being
provided with some form of business consult-
ing servi ces aimed at increasing their gen er-
al business savvy and at growing the bu s i-
ness to scale. For many or ga n i z a ti on s , t h e
technical assistance provi ded by Keys ton e
Com mu n i ty Ven tu res is ex trem ely va lu a bl e .
Those with “u n der- devel oped ” i n - h o u s e
financial ex pertise are parti c u l a rly apprec i a-
tive of the directi on provi ded so they can
proceed with prep a ring business plans and
e s t a blishing bu s i n e s s - ori en ted financial and
acco u n ting sys tem s .

Areas to Address
Investees most in need of general business
su pport indicated that they would like
increased access and time with the business
analyst. Because she provides consulting to all
of the businesses,her time with any one group
is perceived as limited. A subset of businesses
would prefer having the business analys t
ava i l a ble to work co ll a bora tively at thei r
offices for a few hours every week,particular-
ly until their improved financial and account-
ing systems are in place.

The process appraisal surfaced confusion
and concern about the role of the business
analyst. The nonprofit organizations were
not clear as to whom the business analyst
vi ewed as the cl i ent—the social purpo s e
enterprise itself or The Roberts Foundation.
She was supposed to be helping the organiza-
tions, yet—at the same time—alerting REDF
if individual businesses were not meeting tar-
gets. This consultant was also in the position
of monitoring the timely submission of finan-
cial reports and requesting those reports if
and when they did not arrive when expected.
This placed her in a difficult position between
the investees and the funder.

Identifying this concern was enormously
helpful to REDF in its response to the process
a ppraisal findings . REDF staff was able 
to address much of this confusion by better
defining roles and re s pon s i bi l i ties for all 
s t a f f and con sultants working with Th e
Foundation.

VI. Venture Committees

The Venture Committees were established
as a capacity-building forum for enhanc-

ing the ability of the businesses to successful-
ly execute their business plans. As originally
conceived, the Venture Committee represen-
tatives were to consist of REDF staff and busi-
ness analyst, the nonprofit executive director,
the business manager, and, as appropriate, a
board member. The committee was to meet
monthly to review financial and operational
perform a n ce and iden tify stra tegies for
addressing concerns.

What’s Working
The majority of the organizations found it
helpful to have monthly meetings to review
and discuss financial and operational business
performance issues. Some of the business
managers appreciated the opportunity to go
over business issues with both REDF staff and
the executive directors so that everyone was
“on the same page” regarding the status of the
business and its direction. (In some cases,the
monthly meetings provide the business man-
ager with an ally—REDF—when he or she
needs to convince the executive director and
nonprofit parent to take a particular action.)  

Areas to Address
The process appraisal found that the com po s i-
ti on and dynamics within the Ven tu re
Com m i t tee meeti n gs som etimes re su l ted in
ten s i ons rega rding who sets the directi on for
the bu s i n e s s . In some cases, in parti c u l a r
wh en boa rd mem bers were pre s en t , the exec u-
tive directors and other non profit staff did not
feel free to be com p l etely candid in the meet-
i n gs . In other cases, exec utive directors were
con cern ed abo ut the ex tent of REDF invo lve-
m ent in internal or ga n i z a ti onal issues su ch as
the perform a n ce , h i ring and firing of em p l oy-
ee s , or the rel a ti onship bet ween the bu s i n e s s e s
and non profit parent or ga n i z a ti on s .

These dynamics were compounded by
the fact that the Venture Committees were
bringing together a whole new set of players
with no prior history of working together.
These individuals required time to sort out
role relationships as well as basic personal
operating styles in order to function effective-
ly as a group charged with overseeing the
activities of the venture.

Fu rt h erm ore , at some Ven tu re
Com m i t tee meeti n gs , s el ected groups fel t
there was an insufficient recognition for the
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h a rd work undert a ken over the previ o u s
month(s) as compared with the businesses’
shortcomings. While the businesses recog-
nized the need to identify and resolve prob-
lems,they felt that feedback from REDF often
created an urgency or pressure to focus on
“problem areas” and get on with it—to move
faster, get all systems in place, and grow to
scale more rapidly.

From REDF’s perspective, the Venture
Committees were not designed to be comfort-
able meetings. Rather, they are structured to
bring all the key decision-makers around the
table and tackle tough questions. In this view,
tensions are inevitable, particularly since the
meetings can highlight internal strains and
d i f fering op i n i ons among the non prof i t’s
business manager, exec utive director and
board. Good news is valued, but not empha-
sized, REDF staff members say, because there
is limited time and the group needs to focus
its attention on the trouble spots. Just as the
executive directors must oversee all elements
of their nonprofits, REDF staff members say,
REDF too, has a responsibility and right to
aggressively manage its portfolio of social
purpose enterprises—even when issues arise
relating to the nonprofit parent. REDF staff
feels this does not mean REDF and the non-
profits cannot work as partners. In fact, staff
members stress and regularly act upon their
commitment to working in partnership with
other players. But it does, according to REDF,
mean there needs to be recognition that, in
any partnership, each partner has different
roles,authority and influence.

The differen ces in pers pective that
em er ged from the process appraisal led the
con su l ting team to su ggest specific policies to
cl a rify who attends Ven tu re Com m i t tee meet-
i n gs , h ow they are run and what su b s t a n tive
a reas are within and out s i de the purvi ew of
e ach partn er. Fu rt h er, as in most dy n a m i c
work envi ron m en t s , t h ere is of ten pre s su re to
perform and the ideal is to con trol the pre s su re
l evel so it remains con s tru ctive ra t h er than
de s tru ctive . Rega rdl e s s , the process appra i s a l
su gge s ted that the pre s su re level within the ini-
ti a tive might need to be re ad ju s ted .

VII. The Farber Interns/Fellows
Program

The Fa rber In tern or ye a r- l ong Fa rber
Fellow provides the social purpose enter-

prises with targeted managem ent and/or
business support. The intern/fellow’s specific
responsibilities are tailored to the needs of the
i n d ivi dual group and have ra n ged from
undertaking industry market research pro-
jects, to assisting in the preparation of the
business plan, to carrying out other projects
designed by the business manager. This flexi-
bility regarding the use of interns is intended
to help the business managers develop or
expand their business acumen and capacity,
t hus increasing the ven tu re’s po ten tial for
long-term success.

What’s Working
A majori ty of the businesses have used a
Fa rber In tern . By providing the bu s i n e s s e s
with assistance ti ed to overa ll opera ti on s —
f rom put ting toget h er a business plan to
t ackling day - to - d ay opera ti onal issu e s — t h e
i n terns are key allies in helping the bu s i n e s s-
es expand overa ll capac i ty. Perhaps the
gre a test va lue of the interns is their abi l i ty to
p i tch in on a daily basis for a peri od of
m on t h s . The pre s en ce of a n o t h er pers on
with technical business ex pertise has been a
great re s o u rce to the non profit staffs , m o s t
of wh om work long hours . Some of t h e
i n terns have been so su ccessful that the bu s i-
nesses now use them for other con su l ti n g
a s s i gn m en t s , or are seeking ways of u s i n g
t h em again in the futu re .

Areas to Address
The value of the interns varies somewhat,
based on the knowledge of the intern and
ability level of the individual working with the
business,as well as the overall fit of the intern
with the ven tu re and non profit cultu re .
While a few of the businesses are not pleased
with the outcome of the Farber Intern pro-
gram—an almost inevitable result, given the
vagaries of hiring—most generally indicate an
interest in hiring another intern in the future.
The consulting team suggested that perhaps
the screening and placement process could be
refined to increase the likelihood of a good fit
between an intern and a business.

VIII. Partners-For-Profit (PFP)

Pa rtn ers - for- Profit is a working gro u p
comprised of business leaders in the Bay



Area business community. PFP was estab-
lished to provide business contacts to those
REDF inve s tees that have devel oped the
expertise and maturity to go to scale. The
stature and scale associated with potential
PFP contacts can have a significant impact on
the opportunities available to the businesses.

What’s Working
The businesses apprec i a ted the sign i f i c a n t
role the PFP can potentially play in launching
their operations into a much larger milieu.
Several businesses have had preliminary dis-
cussions with the PFP and were impressed by
the potential contacts and business opportu-
nities they may afford. Several of the busi-
nesses indicated the PFP is potentially the
most valuable asset provided by the REDF ini-
tiative in that one successful phone contact
has the potential to lead to a major contract or
increase in business.

Areas to Address
Executive directors and business managers
were hopeful that the PFP would materialize
as a source of future business opportunities.
Th ere is an interest in gaining incre a s ed
understanding of the prerequisites and timing
of possible meetings with the PFP. Two of the
groups indicated some frustration by the lack
of direct access to the PFP or PFP contacts,
indicating that it would be helpful if they
could pursue the relationship more directly
themselves,instead of using REDF as an inter-
mediary. This suggestion may prove difficult
to implem en t , h owever, as PFP mem bers
specifically asked that REDF—in this case,the
associate director—act as liaison, managing
the con t acts and work f l ow bet ween PFP
members and REDF investees.

IX. CROSSCUTTING THEMES
EMERGING FROM THE
PROCESS APPRAISAL

Strengths
The process appraisal highlighted widespread
support for the REDF initiative. For the most
p a rt , REDF participants dem on s tra ted a
strong understanding and appreciation for
REDF’s evolving approach. As one partici-

pant says:“I’m passionate about it. It’s a great
vehicle for making change in lives.” The exec-
utive directors and business managers saw
significant advantages from their association
with and participation in REDF.

REDF’s specific strengths include:

Supporting investees’ efforts to pursue a
do u ble bo t tom-line stra tegy. R E D F ’s
funding, approach and philosophy enable
the nonprofits to pursue their dual goals
of opera ting a su ccessful business and
helping hard-to-employ individuals gain
skills, work experience and access to the
general market place of employment.

D evel oping su pport sys tems and pro-
grams that strengthen an organization’s
vi a b i l i ty in the marketp l a ce . R E D F ’s
wi de - ra n ging su pport — f rom targeted
business assistance to Farber Interns and
Pa rtn ers - for- Prof i t — l ayers in ex perti s e ,
advice and connections that increase the
businesses’ ability to be profitable. By and
l a r ge , business managers and exec utive
directors believe REDF has pieced togeth-
er a package of truly beneficial support.

Raising the non p rof i t s’ vi s i b i l i ty and
c red i b i l i ty among bu s i n e s s e s , f u n ders
and others. REDF’s approach and con-
nections heighten the businesses’ profile
and credibility, increasing their exposure
in business and funding circles.

Providing the non p rofits access to
o t h er funders and hard - to - a t t a i n
re s o u rce s . By and large , the inve s tee s
s ay their con n ecti ons with REDF open
doors to po ten tial business de a l s , bu s i-
ness advi s ors and funders .

Most of those interviewed also praised
the expertise and enthusiasm, as well as the
mix of re s o u rce s , advi ce and pers pective s
available through REDF staff and consultants.
Many were aware of and appreciated REDF’s
i n c reasing wi ll i n gness to re s h a pe progra m
components to meet individual nonprofits’
needs and characteristics.

Challenges
The process appraisal also demonstrated that
the REDF initiative, though widely supported

Investor Perspectives28


