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Case Study

Taking Stock of Venture Philanthropy

In the early, heady days of the venture philanthropy movement, its

proponents touted it as revolutionary, while critics said it was just old
wine in new bottles. The experiences of the Center for Venture

Philanthropy show that the truth lies somewhere in between: Venture

philanthropy is no miracle cure, yet it can be particularly good at

building strong organizations, knitting together new networks, and

shrinking the power gap between funders and grantees.
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At the Lucy Evans Baylands Nature Interpretive Center, a naturalist helps children identify birds above the San
Francisco Bay. Fellow Center for Venture Philanthropy grantees helped the center through a budget crisis.

and money; but also boosted the society’s
confidence in choosing a more expensive
yet more effective system.

Flat Hierarchies

A potential pitfall of venture philan-
thropy is the degree of power funders
have over grantees. This power gap can
make the funder-grantee relationship
“difficult, stressful, or contentious,” write
Christine Letts and William Ryan in the
spring 2003 issue of the Stanford Social
Innovation Review. The culture clash
between venture philanthropy and the
nonprofit sector is another source of
tension. “Too many people ... go storm-
ing into the boardroom and say, "We’ll
run this place like a business,” Michael
Moody quotes a venture philanthropist
saying in his account of venture philan-
thropy.' No wonder a grantee inter-
viewed for the Letts and Ryan article
described the experience as one of “being
in front of a locomotive.”

But the ESF grantees describe their
experience with the center in an entirely
different way: as an authentic partner-
ship. According to Mulcahy, “The mes-
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sage coming from [the staff] is: “We
know it’s hard and we know it’s not per-
fect. We don’t want smoke and mirrors.
We really want to look under the hood.
We won’t punish you when we look in
there.”” Berkowitz echoes that the rela-
tionship with the center “absolutely has
been different from a more traditional
relationship. The center staff throughout
have been incredibly supportive. They
succeeded in creating an environment
where we could talk about challenges as
well as successes.”

This is a far cry from the feeling of
standing in front of an onrushing train.
Why? How does the center manage the
power dynamic differently to build trust
and create authentic partnerships? The
answer lies in cultural competence. Gray
is steeped in nonprofit culture, having
spent her entire professional career in the
nonprofit world, from serving on boards,
to leading fundraising efforts, to design-
ing day shelters for homeless youth.
“I've seen how hard it is. It’s never sim-
ple, and it takes multiple minds pulling
hard to break through to the new space,”
she says.

The center also
works hard to win
grantees’ trust. At the
end of ESF’s first year,
grantees still had a wait-
and-see attitude about
whether their relation-
ship with the center
really was going to be
different. But from the
center’s collaborative
goal-setting processes at
the start of the initiative,
through the quarterly
check-ins, to the real-
time availability of cen-
ter staff for problem
solving and network
leveraging, the center
gained their trust. “We
acknowledge that the
grantees have the exper-
tise,” says Kim. “Having that approach
opens people up. The trust takes time to
develop, but having that initial open
approach sets the stage.”

Veterans of other venture philan-
thropy firms tolerate their funders’
scrutiny and direction because “it’s
backed by support, and it’s often pro-
ductive,” write Letts and Ryan. But the
ESF experience shows another way to
navigate the power dynamic: The cen-
ter shows grantees a deep sense of
respect born out of a shared profes-
sional background. Grantees are the
acknowledged experts, and funders are
there as critical friends, helping in what-
ever way they can to keep the agencies
on track.

Worth the Costs

Because of funders’ intense involve-
ment, venture philanthropy costs more
than traditional grantmaking. All good
philanthropy involves due diligence in
evaluating opportunities and measur-
ingimpact. Yet traditional grantmakers
usually step back after they make their
grants, giving grantees space to succeed
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