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Welcome!  
Through voices from the field and an overview of the work, you 

are invited on a journey through impact investing. Let the field 

guide just be the start of your exploration a
nd activation of new 

capital tools you find are the right fit for y
our foundation.

coMMunity Foundation Field guide  
to iMpact investing

Reflections  f rom the  f ield  and ResoURces foR MoVinG foRWARd

1. learn

2. Design

3. aCTiVaTe

http://www.missioninvestors.org
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The LEARN section is an introduction to the 

potential of impact investing. How can these 

tools serve your foundation’s mission? What will 

you want to consider before moving forward? 

Find out here.
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The DESIGN section 
covers the key elements 
a community foundation 
should consider when 
developing an impact 
investing strategy 
and program. Is impact 
investing the right tool 
for your foundation? How 
do you move from decision 
to building a program that 
can deliver results?  
Find out here.

http://www.missioninvestors.org
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The ACTIVATE section provides an overview of some key tools used in impact investing practice. Impact investing covers a wide array of types of investment across asset classes, risk/return profiles and investment structures. 

http://www.missioninvestors.org
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1. learn  •  Basics of impact investing

speaking the same language,  
clariFying terms

PeteR BeRlineR 
Managing  Direc tor
Mis s ion Inve s tor s 

Exchange

Impact investments are any type of investments intended and 

structured to generate both a financial return and a measurable 

social return. note we use the term “social return” to be inclusive 

of positive social, economic, and/or environmental change. impact 

investing includes capital deployed by all types of investors, 

including individuals, commercial investors, and institutions. it is the 

broadest term used to describe the investment of assets (rather 

than grants or distributions) for community change.

Q.  What is the difference between impact investing and mission investing?

the term mission-related investments (MRIs) describes impact investments 

made by foundations, including community foundations, and other types of 

organizations established for charitable purposes and whose core purpose 

is to foster positive social, economic or environmental change. For these 

organizations, it makes eminent sense that their investments are aligned  

with and, to the greatest degree possible, designed to support their mission 

and goals.

mris are made primarily to diversify and enhance the foundation’s investment 

portfolio and, at the same time, deliver some measurable social return.

no matter which term is used, and they are often used interchangeably, it 

is important to keep sight of the critical role that foundations play in the 

broader field of impact investing. Foundations have attributes that other 

investors do not. due to their charitable purposes, many foundations are less 

constrained by return requirements than other types of investors. they can be 

more patient. Because of their commitment to mission and, like community 

foundations to a specific geographic location, they are better positioned to 

monitor and evaluate social returns and to hold investees accountable.

Furthermore, foundations—and especially community foundations—have a 

great deal of social capital, including knowledge, experience, and connections 

to communities. this social capital can be mobilized to influence others, 

QUestions & AnsWeRs with PeteR BeRlineR

https://www.missioninvestors.org/
https://www.missioninvestors.org/glossary


Community Foundation Field Guide to impaCt investinG

1. learn  •  Basics of impact investing

speaking the same language, clariFying terms • Q & A with PeteR BeRlineR

including policy makers and other capital providers, to attend to the interests of 

populations that markets have previously ignored.

Q.  What is the difference between PRIs and MRIs? How do they relate to community 

foundations?

Both “impact investment” and “mri” defines investments that may be intended to 

receive a financial return that is comparable to other types of investments (market-

rate), but they may also be priced at a below-market rate to achieve a specific social 

return. these latter types of investments emphasizing social return are often called 

program-related investments (PRIs), a term most often associated with private 

foundations that can meet payout requirements using this type of investment strategy, 

i.e., concessionary investments. 

pris are generally structured for high social return and below-market financial returns 

expected, whereas mris are generally structured to generate significant expected 

financial returns and some social returns. pris result in a significant community benefit, 

and they are made primarily for program purposes (e.g., building affordable housing). 

Financial returns are expected to be minimal. the investment is expected to be repaid 

in full, and the risk-adjusted earnings on the investment are expected to be lower than 

what is considered to be market rate. these also can be referred to as program-driven 

or concessionary investments.

since community foundations are unlike private foundations in that the irs requires 

an annual five percent payout of private foundation assets, community foundations do 

not make pris in the strict sense of the term, but they can and do make concessionary 

investments that behave like pris made by private foundations.

Q. What are the general types of impact investments from a return standpoint?

impact investments include both investments that are expected to earn significant 

rates of financial return and significant rates of social return, with many variations of 

the ratio of return between these two results. how your foundation invests (e.g., high 

social, low financial; high financial, some social) depends on your goals, the source of 

funds, the availability of investment opportunities, and your tolerance for risk. 

BeloW-MARket inVestMents

MARket-RAte inVestMents

courtesy the F.B. heron Foundation
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1. learn  •  Basics of impact investing

speaking the saMe language, clarifying terMs • Q & A with Peter Berliner

Q. What are “social impact bonds”? Are they also a form of impact investing?

community foundations and other investors are exploring innovative structures, 

including social impact bonds (SIBs) and pay-for-performance contracts, in order to 

carry out impact investing and scale the good work of successful nonprofits. siBs 

are, oddly enough, not bonds but rather performance contracts between multiple 

entities, most often including the public sector, private sector investors, a nonprofit 

agency or agencies providing services, and an intermediary organization that manages 

the process. the idea behind siBs originated in the united kingdom. these complex 

investment vehicles are meant to be tools that align incentives to create more efficient 

delivery of social services—the investment mechanism is built on producing public 

sector cost savings that are then used to pay investors a return on their capital 

investments. in theory, siBs should promote innovation and cross sector collaboration, 

and create mechanisms for upfront financing not always available in public sector 

budgets. But siBs are in the experimental stage, and their effectiveness cannot yet be 

known. community foundations may be particularly interested in place-based siBs, as 

the foundations can play the role both of investor and coordinator of multi-stakeholder 

engagement necessary to make siBs viable. 

reSOUrCeS

explore social impact bonds on the Mission investors exchange website here. 

read the latest siB news collected by Mission investors exchange here.

peter Berliner is the managing director of Mission investors exchange, a national network of foundations 

making investments to achieve their philanthropic goals. he previously served as program director for 

the paul g. allen family foundation and as chief executive officer of the children’s alliance, a statewide 

advocacy organization based in seattle. peter is a co-chair of 501 commons, a nonprofit support 

organization, and former president of the board of philanthropy northwest, a regional association of  

grantmakers. Mission investors exchange is a project of philanthropy northwest and is housed in its  

offices in seattle. 

author bio

https://www.missioninvestors.org/
https://www.missioninvestors.org/glossary
https://www.missioninvestors.org/tools/search/?f[0]=im_field_topics%3A131
https://www.missioninvestors.org/search/site/%22social%20impact%20bond%22?solrsort=ds_created%20desc&f[0]=bundle%3Ablog
https://www.missioninvestors.org/
http://www.philanthropynw.org/


community Foundation Field guide to impact investing              ©2013 mission investors exchange®. all rights reserved.

learn main  |  map main  |  case examples  |  glossary

1. learn  •  Basics of impact investing

Neither new nor novel, 
impact investing is a tried 
and true set of practical 
tools that can complement 
your established programs 
and strategies. Impact 
investments are being 
used by foundations  
of all types and sizes, 
national and regional,  
urban and rural.

Why impact investing  
For community Foundations?

impact investing—also called mission investing or program-

related investing—represents a set of powerful tools being used 

by foundations of all types and sizes to make a difference in 

communities and sectors. By investing in ways that generate both 

a targeted social or environmental benefit and a financial return, 

impact investing tools help foundations make the most of their 

capital assets.

the underlying purpose of impact investing is to provide investment 

capital in order to deliver specific social benefits to the community. 

the premise of impact investing is that by providing innovators and 

entrepreneurs from both the nonprofit and for-profit sectors greater 

access to capital, they will develop and create facilities, products, 

and services that will meet the needs of people and communities not 

adequately served by the existing marketplace. these enterprises must 

be complementary to the foundation’s mission and goals. 

efforts to advance disadvantaged communities generally rely on 

governmental and philanthropic support in the form of grants. given 

current constraints on public funding, greater pressure has been placed 

on foundations to provide the capital to meet a wide range of needs. 

But the fact of the matter is that, no matter the ups and downs of the 

markets and budgets, the demand for change capital far exceeds the 

supply, and grantmaking can’t fill that gap.

When challenges and opportunities out-pace resources, it’s time for 

foundations to expand their options. community foundations throughout 

the country are doing just that by incorporating impact investing tools 

into their philanthropic toolbox.

every community foundation seeks ways to maximize their resources 

in order to help the communities they serve. they invest their assets 

responsibly in order to remain dependable for the long term. they 

strategically grant a portion of those returns to charitable organizations 

https://www.missioninvestors.org/
https://www.missioninvestors.org/glossary
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Why impact investing For community Foundations? 

making a difference in their community. done well, impact investing combines stewardship and impact in 

ways that can responsibly and concurrently create both financial and social returns.

neither new nor novel, impact investing is a tried and true set of practical tools that can complement your 

established programs and strategies. impact investments are being used by foundations of all types and 

sizes, national and regional, urban and rural. use of these tools (and their resulting financial return) can 

expand your options, make fuller use of your resources, and extend your impact. 

By supplementing traditional grantmaking with impact investing, community foundations are able to:

• deploy a greater proportion of their resources in support of mission and goals;

• attract additional public and private resources to foundation-backed initiatives and projects;

• increase the amount of capital available to address community needs; and

• sustain and grow assets for future use.

other compelling reasons for community foundations to engage in impact investing include the following:

BUild stRonGeR WoRkinG RelAtionshiPs.  incorporating investment strategies into your work with 

community partners – both nonprofit and for-profit enterprises – can help strengthen existing relationships, 

as well as build new ones. 

stRenGthen coMMUnity cAPAcity.  your current grantees may be able to build their sophistication 

and capacity to become investees of your organization and/or others, resulting potentially in new or 

stronger programs or the ability to bring programs to scale. 

The premise of impact investing is that by 

providing innovators and entrepreneurs from both 

the nonprofit and for-profit sectors greater access 

to capital, they will develop and create facilities, 

products, and services that will meet the needs 

of people and communities not adequately served by 

the existing marketplace.
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1. learn  •  Basics of impact investing

Why impact investing For community Foundations? 

scAle coMMUnity solUtions. having the flexibility to go beyond traditional grantmaking can create 

opportunities for community foundations to play a larger role in collaborative efforts addressing large 

scale community challenges, such as job creation or affordable housing preservation. as co-investors, 

foundations can leverage their financial and non-financial assets and bring new attention and support to 

their own organizations.

diVeRsify inVestMent stRAteGies.  impact investments can be made in a variety of ways and applied 

to a broad range of causes, e.g., loans, loan guarantees, cash deposits, bonds, or equity investments that 

support a wide variety of projects such as g community health centers, education and schools, access to 

the arts, and other causes. read tools to Find investments to learn more. 

stRenGthen yoUR foUndAtion’s inflUence.  your own staff may become better community 

partners by learning how to use more complex investment tools. in recent years, the number of community 

foundations that are including impact investing as part of their philanthropy has been steadily growing. For 

these community foundations, impact investing creates new opportunities:

• support projects and initiatives that are too large for grants alone.

•  collaborate with other public and private funders. 

• engage existing and potential donors.

• Build community capacity. 

•  shape and influence the marketplace.

diVeRsify R isk And RetURn.  impact investments can be as simple as purchasing a certificate of 

deposit at a community bank that in turn supports lending in under-served communities. or they can be or 

as complex as an equity investment in a start-up company developing new technology to address a social 

or environmental challenge. 

use of these tools (and their resulting financial 
return) can expand your options, make fuller use of 
your resources, and extend your impact. 

https://www.missioninvestors.org/
https://www.missioninvestors.org/glossary
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Why impact investing For community Foundations? 

PRotect steWARdshiP  And RePUtAtion. any community foundation, regardless 

of size, can become an impact investor – with thoughtful and careful planning 

and execution to ensure that your investing is done responsibly and effectively. 

Foundations often determine the types of investments they will make based on their 

expertise and internal capacity, the type of the problem they wish to address, and their 

comfort with risk or uncertainty. While some community foundations may have the 

internal capacity to manage these kinds of investments, most benefit from the services 

of external groups such as philanthropic partners, intermediary organizations, and 

strategic, legal and/or financial advisors. (mission investors exchange members can 

access listings of attorneys, investment advisors, and philanthropic consultants.)

https://www.missioninvestors.org/tools/search/?solrsort=sort_label%20asc&f[0]=im_field_tool_type%3A347
https://www.missioninvestors.org/tools/search/?solrsort=sort_label%20asc&f[0]=im_field_tool_type%3A367
https://www.missioninvestors.org/tools/search/?solrsort=sort_label%20asc&f[0]=im_field_tool_type%3A369
https://www.missioninvestors.org/tools/search/?solrsort=sort_label%20asc&f[0]=im_field_tool_type%3A370
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1. learn  •  Basics of impact investing

the many Forms oF impact investing

impact investments come in many forms. they range across asset 

classes from deposits in community banks, to loans for affordable 

housing, to equity investments in small business and community 

development projects. they may target merely the return of capital, 

they may be below-market investments that target some specific 

social impact, or they may be market-rate investments that have a 

measurable social benefit.

in every case, impact investments have two characteristics: they are 

financial investments that target some specified return on investment; 

and they have a social purpose with defined goals for social impact.

the first consideration for impact investing by community foundations 

is how to match community needs with appropriate financial 

investments. not all community investment situations will benefit 

from an impact investment that must be repaid and finite resources 

demand a close eye on the appropriate amount of subsidy for those 

organizations that can benefit from impact investments.

examples of impact investments by community foundations include:

• credit guarantees for projects or funds

• deposits in community banks or credit unions

•  loans to community development financial institutions for 

lending to community projects

•  angel investments or equity investments in funds that target 

start-up or high impact entrepreneurs

•  real asset investments in real estate or environmental 

conservation projects that have specified social benefits. 

please explore all community foundation case examples here.

https://www.missioninvestors.org/
https://www.missioninvestors.org/glossary
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the many forms of impact investing

impact investments by foundations are most often made through financial intermediaries 

who specialize in the sector. But there are a number of cases where foundations 

themselves invest directly in specific projects. it is important for foundations to be aware 

of the specific skills needed either to identify appropriate intermediaries or (the potentially 

more difficult path of) underwriting direct investments on their own. 

APPLY THIS! 

Dig deeper into the spectrum of impact investments. the illustration below, developed 

by the f.B. heron foundation, is an often-used method of showing the spectrum 

of investment tools utilized by foundations. the continuum features below-market 

investments, beginning with grant support on the left, and proceeds to market-rate 

investments on the right end of the spectrum. But what does each one mean in layman’s 

terms? a simple explanation follows.

GRANT SUPPORT:  a sum of money given by an organization, especially a philanthropy or 

a government, for a particular social or economic purpose. there is no financial return.

EQUITY (STOck) :  a below-market equity investment example would be buying stock at 

a time when a company is first starting out and returns are much less certain or expected 

than buying at a time when the future of the company and its success is clearer.

In every case, impact investments have two 

characteristics: 
1.  They are financial investments that target some 

specified return on investment.

2.  They have a social purpose with defined goals for 

social impact.

BELOw-MARkET INvESTMENTS

MARkET-RATE INvESTMENTS

courtesy the f.B. heron foundation
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1. learn  •  Basics of impact investing

the many Forms oF impact investing

sUBoRdinAted loAns:  a loan repaid last (or later than other investors) ranks below 

other loans with regard to claims on assets or earnings in the event of a bankruptcy. in a 

default situation, creditors with subordinated debt would not get paid out until after the 

senior debt holders were paid in full. Foundations making subordinated loans can leverage 

other money to the project by taking on relatively more risk than commercial investors are 

willing or able to do.

senioR loAns:  a senior loan is returned first to the lender, before all other claims 

against a borrower. in the event of a bankruptcy, the senior loan is the first to be repaid, 

before all other parties receive repayment.

BeloW MARket cAsh dePosits:  Bank deposits at below-market rates are commonly 

carried out as deposits to small or emerging community development credit unions. 

typically a foundation will provide a community development credit union with lending 

capital for mortgages or small business loans.

loAn GUARAntees:  a foundation can co-sign a note if the borrower is not eligible for 

a conventional loan. it is a way for a foundation to mitigate risk for the lending financial 

institution for important community projects. 

confluence philanthropy agrees with us that “one of the simplest steps  

a foundation can take to leverage its mission is to invest cash locally  

through community based financing. cash deposits of $250,000 or less  

in community financial institutions, credit unions, or regional banks are low-risk 

Fdic insured investments that offer competitive rates of return while furthering 

philanthropic missions.” learn more about confluence philanthropy’s carrying your 

cash. and then check out our good deal hunting page about national community 

investment Fund’s Bankimpact tool, perhaps the easiest way to find an appropriate 

community development banking institution in your area.

Not all community investment situations will benefit from an impact 
investment that must be repaid to some degree … and finite 
resources demand a close eye on the appropriate amount of subsidy 
for those organizations that can benefit from impact investments.

https://www.missioninvestors.org/
https://www.missioninvestors.org/glossary
http://www.confluencephilanthropy.org/?page=carryingcash
http://www.confluencephilanthropy.org/?page=carryingcash
https://www.missioninvestors.org/tools/good-deal-hunting
https://www.missioninvestors.org/tools/national-community-investment-fund-bankimpact-one-in-the-good-deal-hunting-series
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the many forms of impact investing

MARKET-RATE CASH DEPOSITS:  market-rate fDic-insured deposits are traditionally 

offered by full-service community development banks (cDBs). most often these cash 

deposits serve as the backing for lending to low- and moderate-income communities.

F IXED INCOME:  the most common type of fixed-income instrument is a bond typically 

issued by governments, municipalities, or corporations. they are contractual obligations of 

fixed interest payments to an investor with the additional expectation that principal will be 

repaid upon maturity of the bond.

PRIVATE EQUITY:  stocks in companies not traded publicly on the stock market can be 

used to fund new technologies, expand working capital within an owned company, make 

acquisitions, or to strengthen a balance sheet. capital for private equity is raised from 

retail and institutional investors.

PUBLIC EQUITY (STOCKS) : public equity is an asset class where individuals and 

organizations can buy ownership in shares, or stock, of a company through a public 

market such as the new york stock exchange or nasDaQ. these investments are typically 

screened for fit with mission.

RESOURCES:

expanding the market for community investment in the United states, Lisa Wolf, David 

Wood, and paul irving. 2013.

investing for impact: case studies across asset classes, the parthenon group, Bridges 

ventures, and the global impact investing network. 2010.

handbook on responsible investment across asset classes, David Wood and Belinda hoff. 

2008.

handbook on climate related investing across asset classes, valerie Lavoie and David 

Wood, institute for responsible investment. 2009

mission investors exchange members can browse the investment Database, which consists 

of concessionary investments made by community and other foundations. (non-members 

can learn more about joining mission investors exchange by emailing us here.

the glossary on the mission investors exchange website is a useful tool as you delve 

deeper into asset classes, contracting, and more.  

http://hausercenter.org/iri/expanding-the-market-for-community-investment-in-the-united-states
https://www.missioninvestors.org/tools/investing-impact-case-studies-across-asset-classes
https://www.missioninvestors.org/tools/handbook-responsible-investment-across-asset-classes
https://www.missioninvestors.org/tools/handbook-climate-related-investing-across-asset-classes
https://www.missioninvestors.org/tools/investments
mailto:info%40missioninvestors.org?subject=I%27m%20reading%20the%20Community%20Foundation%20Field%20Guide%20and%20want%20to%20learn%20more%20about%20Mission%20Investors%20Exchange%20membership
https://www.missioninvestors.org/glossary
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1. learn  •  Basics of impact investing

the uniQue role oF community 
Foundations in impact investing

community foundations have a particular capacity that distinguishes 

them in the broader world of impact investing. they are a natural 

point of connection between community needs, civic leaders, 

supporting nonprofits, the donor community, and important social 

issues. they have the ability to marshal their own and others’ 

resources to deploy private capital for social impact.

as impact investors, community foundations face the challenge and 

opportunity of being place-based. this will likely limit the universe 

of impact investment options to them; but it also means they have 

close connections to place, and the capacity to identify, support, and 

generate investment opportunities that others might not.

APPly this!  WHAT RoLE CAN youR CommuNITy 
FouNDATIoN pLAy IN ImpACT INVESTING?  

   inVest: using impact investments to support 

financially ready providers of important social 

services or community development services 

that allow those providers to grow their 

organizations and extend their reach

   Partner: leveraging investments or grants 

to partner with other investors that lead to 

multiple sources of capital for important social 

goals

   Build: offering grants, technical assistance, 

and potentially investments that build capacity 

in community organizations and investment 

intermediaries to engage in impact investing in 

targeted areas

https://www.missioninvestors.org/
https://www.missioninvestors.org/glossary
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As impact investors, community foundations 
face the challenge and opportunity of 
being place-based. This will likely limit 
the universe of impact investment options 
to them; but it also means they have close 
connections to place, and the capacity to 
identify, support, and generate investment 
opportunities that others might not.

The UniqUe Role of CommUniTy foUndaTions in impaCT invesTing 

  �Convene: drawing together appropriate investors, community advocates, public 

officials, important institutions, and other stakeholders to raise awareness about impact 

investing and the potential it offers

  �engage: building awareness and offering opportunities to local donor communities for 

impact investing, providing a central point of entry to the field for donors

  �Inform: using their knowledge of community needs and intermediary (nonprofit 

and for-profit) capacity to inform potential impact investors of opportunities in their 

communities 

RESOURCES:

The glossary on the mission investors exchange website is a useful tool as you delve 

deeper into asset classes, contracting, and more. 

Browse the mission investors exchange website for written materials and on-demand 

streams to deepen your understanding of how community foundations can be savvy 

impact investors. 

northern new england Community foundation impact investing: a Rural Community 

foundation Case study, gps Capital partners and The philanthropic initiative. 2013.

https://www.missioninvestors.org/glossary
https://www.missioninvestors.org/tools/search/%2522community%2520foundation%2522
https://www.missioninvestors.org/node/1262/
https://www.missioninvestors.org/node/1262/
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1. learn  •  Basics of impact investing

the new reCyClinG: loan Funds

Marc rand 
Program Direc tor

Marin Community 
Foundat ion

Community foundations are carrying out impact investing in a  

variety of ways, including forming loan funds for both emergency 

and more long-term, strategic purposes. 

Q.  Why did the Marin Community Foundation create a loan fund and 

what does it fund?

the marin Community Foundation loan Fund was created in 1989 to 

increase the Foundation’s support of nonprofits in marin County as 

a complement to its grant programs. the loan Fund is an important 

resource for the community’s nonprofits, since it provides capital to 

borrowers that are not served by the commercial banks due to the 

perceived risk of the nonprofit sector. the loan Fund’s low interest rate 

helps bring their projects and programs to fruition—something that the 

market rate would not allow. 

the loan Fund provides short- and long-term financing for a wide 

range of important endeavors in marin County, including affordable 

housing, human needs, environmental protection, and education, 

among many others. For example, the loan Fund has enabled the 

construction and/or rehabilitation of over 400 units of affordable and 

special-needs housing in marin. 

Q. Have you had defaults on any loans in the Loan Fund?

we currently have $20 million of lending capital and have loaned out 

$30 million to nonprofits in the last ten years alone with a 0% default 

rate.

Q.  What does this experience tell you about impact investing 

generally?

Foundations can use impact investing in a number of ways, including 

providing low cost financing to organizations that may be experiencing 

growth or facing significant financial change, including merging with 

another organization. investing in nonprofits provides a platform for 

Questions & answers with Marc rand

https://www.missioninvestors.org/
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a different relationship with nonprofit providers. Foundations become investors and 

strategic partners. discussion topics change due to this role and may include long-term 

financial forecasting.  

Q. What benefits have you seen to the Foundation from impact investing?

the benefits to foundations making investments are multiple. investment dollars 

do not necessarily come from the grant distribution allocation, so foundations can 

achieve impact while preserving grant dollars for other programmatic functions. if the 

investment is structured properly, the funds are returned to the foundation, which can 

then make new investments into the community. this recycling of funds is a powerful 

tool. in the past 10 years, marin Community Foundation has invested over $30 million 

into the local nonprofit community. the repayment rate over the past 20 years has 

been 100%.  Funds have recycled several times and helped create more than 400 units 

of affordable housing, financed health care clinics, and provided space for a domestic 

violence organization.

resources:

mission investors exchange members can browse loan Fund investments from our 

investment database. (non-members can learn more about joining mission investors 

exchange by emailing us here.)

Since its inception in 1989, the Loan Fund has made 

nearly $30 million in loans and has a zero percent 

default rate.

the new reCyClinG: loan Funds • Q & a with Marc rand

https://www.missioninvestors.org/staff-tags/loan-fund-investments-cffg1
https://www.missioninvestors.org/staff-tags/loan-fund-investments-cffg1
mailto:info%40missioninvestors.org?subject=I%27m%20%20reading%20the%20Community%20Foundation%20Field%20Guide%20and%20want%20to%20learn%20more%20about%20Mission%20Investors%20Exchange%20membership
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1. learn  •  is impact investing for you?

the potential oF community 
Foundation impact investing

QUestions & AnsWeRs with lUtheR RAGin, JR.

Q.  How does community foundation involvement in impact  

investing (either as an investor or as a convener) potentially  

help drive capital to create impact?

impact investments generally are a way to put capital to use while 

preserving or even building the assets for future uses. But their  

value can extend even further. By directing money to certain types  

of enterprises or toward communities in which there are limited 

investments, community foundations can pave the way for investments 

from other public entities or from the private sector. 

By serving as an early investor or assuming a disproportionate amount of 

risk, community foundations can attract additional resources to a particular 

cause or market. For example, philanthropists have demonstrated the 

efficacy of investing in entrepreneurs in low-income communities through 

microfinance. they have used their investments to build a market for local, 

organic food as well as to revitalize neighborhoods and promote economic 

development. these types of investments are catalytic and in keeping with 

the role of community foundations as community leaders.

a distinctive advantage and core competence of a community foundation 

is its local knowledge, credibility and expertise. these advantages can be 

effectively leveraged by a community foundation to attract capital to local 

projects. this is often clear in the role of convener, but is equally important 

in cases where community foundations invest in local projects. investment 

by a community foundation often serves as an important “signal” to other 

lUtheR RAGin, JR. 
Pre s ident  and CEO

Global  Impact  
Inve s t ing  Network

Investment by a community foundation often serves 
as an important “signal” to other potential investors 
that the project is high quality and shows strong 
potential to positively impact the community.

https://www.missioninvestors.org/
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President and chief executive officer of the Global Impact Investing Network (GIIN), Luther M. Ragin, Jr. 

is dedicated to increasing the scale and effectiveness of impact investing. Through his leadership, the 

GIIN builds critical infrastructure and supports activities, education, and research that help accelerate the 

development of more robust impact investing industry. Prior to joining the GIIN, Luther served as vice 

president for Investments at F.B. Heron Foundation, where he oversaw the Foundation’s endowment, 

building a portfolio of more than $260 million, steadily increasing the impact investing allocation to more 

than 40 percent. Prior to joining the Foundation, Luther was the chief financial officer of the National 

Community Capital Association, a trade association of community development financial institutions 

that provides access to capital in low-income communities. Luther spent eight years as Chief Financial 

Officer of Earl G. Graves, Ltd., and seven years with Chase Manhattan Bank, including three years as vice 

president of Syndications/Assets Sales for the North American Corporate Finance Sector. He holds a BA 

and Master of Public Policy from Harvard, and is a graduate of Columbia University’s Executive Program 

in Business Administration. He is a member of the board of directors of Social Finance U.S., the GIIN, and 

the Threshold Group. He is an adjunct lecturer in public policy at the Harvard Kennedy School and a senior 

research fellow at the Hauser Center for Nonprofit Organizations.

author bio

potential investors that the project is high quality and shows strong potential to 

positively impact the community.

Q. What are some of the specific strategies leaders in community foundations can 

use to play a role in moving capital in markets including and/or beyond community 

philanthropy? Is this an appropriate role for them?

Through their convening power and investments, community foundations can help 

identify local talent, particularly management talent, and help mobilize investor interest 

in supporting quality local partners and organizations through the signaling effect 

mentioned earlier. While investors ultimately make their own investment decisions and 

appropriately assume related risks, the ability of a community foundation to leverage its 

local knowledge and experience to influence others can generate significant benefits in 

the community, with reach beyond the scope of its grant-funded projects alone.

Q. What are some of the challenges or gaps in capital markets serving social or 

environmental good that community foundations might be able to fill?

The principal “gap” is credible information on high quality local partners and investment 

opportunities. For both, credibility is enhanced and made concrete by a community 

foundation’s willingness to co-invest alongside national or regional investors.

THE POTENTIAL OF COMMUNITy FOUNdATION IMPACT INvESTING • Q & A with Luther rAgin, Jr.

http://www.thegiin.org/cgi-bin/iowa/home/index.html


community Foundation Field guide to impact investing              ©2013 mission investors exchange®. all rights reserved.

learn main  |  map main  |  case examples  |  glossary

1. learn  •  is impact investing for you?

making the case For  
impact investing

QUestions & AnsWeRs with ellen ReMMeR

Q. Why should community foundations explore impact investing?

community foundations are uniquely qualified to build the capacity 

of their regions to grow and effectively deploy impact investing 

strategies for public good. they are naturally positioned to raise 

awareness of and provide credible information about the emerging 

field, and they can build on their position as a trusted “go-to” 

knowledge hub by providing information for interested investors. 

there are few other local or regional players that could serve this 

function.

Q.  What can community foundations do for their grantees through impact 

investing?

given their strong knowledge and relationships with nonprofits, community 

foundations can play a role in ensuring that appropriate nonprofit 

organizations learn about the opportunities for receiving impact investing 

capital and build the technical skills for implementation. community 

building can also connect with, support, and highlight the growing field 

of social enterprise and business accelerators, which are often focused on 

double bottom line businesses.

ellen ReMMeR  
Senior  Par tner 

The  Phi lanthropic 
Ini t ia t ive

Community foundations can help the donor community 

–  especially next generation and younger donors – 

find their way through the often mysterious maze 

of impact investing, which has few guidebooks or 

expert advisors in local settings.  

https://www.missioninvestors.org/
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1. learn  •  is impact investing for you?

donor enGaGement

by  Kathryn E . MErchant and EllEn rEMMEr 

Kathryn E . MErchant 
Pre s ident /CEO 

The Greater  Cinc innat i 
Foundat ion

EllEn rEMMEr  
Senior  Par tner 

The  Phi lanthropic 
Ini t ia t ive

Community foundations around the country are finding that many 

donors and prospective donors are intrigued by the opportunity to 

make a charitable investment with donor advised fund (daF) assets 

and get the money back, possibly with interest. they can recycle 

charitable dollars and achieve a financial return as well as a social, 

economic and/or environmental return. national research has shown 

that 10 percent of “high net worth” or “high income” households 

are very interested in impact investing, and another 38 percent are 

interested but want to learn more, suggesting that the potential 

market is significant.1

how a community foundation chooses to involve donors can range 

widely, from offering a socially screened investment option, to 

responding to donor requests to establish a low-interest revolving 

loan pool, to establishing a structured program of impact investing 

opportunities in which the community foundation co-invests its 

discretionary assets. to select the approach that works best for your 

community foundation, and to establish the capacity to execute on it, 

you can learn from other community foundations that have pioneered 

this approach to leveraging donor assets and enabling donors to make 

an even greater difference in multiple ways, right where they live!

Donor EngagEMEnt can IncrEasE coMMunIty  
FounDatIon IMpact
Grants are the main tools for community investment that donors know 

best. Good grants generate meaningful social return, but no financial 

return to the community foundation or daF. Whether it is debt, equity, 

a loan guarantee or another market instrument, an impact investment 

adds to a donor’s philanthropic toolbox, going beyond gifts and 

grants. engaging donors is a way for community foundations to add 

value to individual donors’ philanthropy and ramp up the potential 

for large-scale impact by aggregating, unleashing and focusing more 

capital into the community. 

1  money for Good, hope Consulting, may 2010, www.hopeconsulting.us/work/money-
for-good. survey sample included households with incomes greater than $80,000, 
with an oversampling of households with incomes greater than $300,000.

makinG the Case For impaCt investinG • Q & a with EllEn rEMMEr

https://www.missioninvestors.org/
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donor engagement by  Kathryn E . MErchant and EllEn rEMMEr 

By educating the broader donor community about opportunities for impact investing, the 

community foundation will be positioned more prominently and favorably to a broader 

audience of prospective donors—next generation and entrepreneurs especially—who 

believe in the power of market discipline in community investments. as a consequence, 

community foundations can grow the population of local, social donors and investors.

the community foundation should structure its donor engagement strategy in a way that 

supports the foundation’s overall strategy, suits the context in which they operate (e.g., 

investment opportunities, presence of intermediaries, donor demographics), and meets 

the interests of their donors and prospects. some foundations have decided to offer local 

investment opportunities to donors who are passionate about specific issues such as 

healthcare, arts and culture, jobs and workforce, energy efficiency and affordable housing. 

other foundations have established pooled funds, either focused on a specific theme of 

strategic importance such as economic and community development, or on a varied set of 

local opportunities. this diversity of options deepens a community foundation’s ability to 

meet donor interests and make a significant difference.

Why Donor EngagEMEnt ExcItEs us anD Why shoulD you bE ExcItED, too
Community foundations are perfectly positioned to add value to the experience of local 

philanthropy for individual donors who want to make a difference where they live. donors 

believe that their community foundations have the credibility and standing to educate 

them, define critical market and social needs, and facilitate and aggregate impact investing 

opportunities in their communities. donors may make either permanent contributions or 

a recoverable transfer from a donor advised fund. donors can use a percentage of their 

donor advised fund assets to invest directly in local projects instead of indirectly in the 

stock market. the rest of the daF assets continue to be invested in a balanced portfolio, 

and donors can continue to use that portion of a donor advised fund to make grants to 

their favorite charities. daF impact investing is a fresh new vehicle for attracting new 

donors to a community foundation who increasingly expect the same level of engagement 

from their community philanthropy as they do from their active lives and business 

ventures. 

Community foundations are perfectly 

positioned to add value to the experience of 

local philanthropy for individual donors who 

want to make a difference where they live.
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the poWer oF donor engagement • QUestions & AnsWeRs with kAthRyn e . MeRchAnt and ellen ReMMeR 

Q And A With kAthy MeRchAnt And ellen ReMMeR

toPic: THE poWER oF DoNoR ENGAGEmENT

there are multiple opportunities to engage donors in the impact investing process at 

your foundation and ways to attract donors to your foundation because of a strong 

impact investing program. 

Q: What do you suggest to get started on engaging donors in impact investing? 

   Build on a ProGram track record.  

Build a sound impact investing program in at least one sector that the community 

foundation knows well, developing a pipeline of “easy wins” and establishing a 

track record for both social and financial returns, using the community foundation’s 

discretionary assets or a dedicated “evergreen” pool of funds from any source.

   make sure Board and ceo are “on Board” first.  

Before engaging donors, make sure the Board and ceo fully understand the risks 

and rewards. ideally, some board members will participate in the impact investing 

program.

   assess and cultiVate the market.  

conduct focus groups and educational sessions with small groups of donors, 

including a mix of experienced impact investors, and those who are willing or eager 

to learn more. use the focus groups as a motivational opportunity. identify “donor 

leaders” and early investors who can provide feedback on strategy. consider focus 

groups or individual meetings with professional advisors, too, recognizing that they 

are most interested in market-based returns.

   deVeloP donor-centric messaGes and materials.  

donors in focus groups have resonated with messages such as: recycling of funds, 

leverage, double bottom line, and investing in local community as an alternative to 

the stock market. even if offering a pooled option, provide donors with tangible 

examples of specific investments and social/environmental impacts that are closely 

aligned with their interests. Before developing written materials, test them with 

donors.

   enGaGe and train donor relations/deVeloPment staff.  

donor relations/development staff must understand impact investing so they can 

be part of the “sales team” and help identify and cultivate prospects.

https://www.missioninvestors.org/
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the poWer oF donor engagement

   meet with donors one-on-one durinG the sales Process.  

offering a new and different product like this requires one-on-one meetings with 

prospective donors. most community foundations have begun with donors who are 

willing to invest at least $25,000 and many donors have allocated over $100,000. 

   deVeloP sound Policies and Parameters.  

donors want confidence that the foundation will conduct professional due diligence 

and manage the investment well. see the five articles on creating a plan, policies, 

and procedures in the Field guide’s design section.

   deVeloP disclosure statements and waiVer forms.  

have donors sign forms attesting to their understanding that returns are not 

guaranteed and assets are illiquid for the duration of the impact investment. 

   Price Products and deals so that the community foundation costs are 

coVered.  

like intermediaries, many community foundations recover the administrative costs 

of working with donors by taking a percentage of the investment return to cover 

costs of due diligence, monitoring, reporting and administration.

   rePort financial and social returns.  

prepare templates to report financial and social returns to donors on a semi-annual 

basis, and consider in-person briefing sessions. reports should include stories as 

well as numeric metrics.

   modify fund statements.  

make sure the back office is ready to modify fund activity statements, allocate 

principal and interest payments, and other stewardship/accounting elements.

Q: Would you please illustrate some examples of donor engagement?

donor a is passionate about health care, and concerned about uncertainties 

surrounding implementation of the affordable care act. With the help of a community 

foundation, which had set up a loan fund with an established intermediary, this donor 

decided to co-invest to provide low-cost capital to federally qualified health centers. 

these centers will use loans from the intermediary to expand facilities and add 

equipment to increase access to health care for low-income families.

donor B, who is a venture capitalist, loves the concept of leverage. this donor was 

excited to invest in a community foundation’s “nonprofit assistance Fund,” which 

provides low-cost loans and technical assistance in several different sectors. she is 



 ©2013 mission investors exchange®. all rights reserved.

learn main  |  map main  |  case examples  |  glossary

1. learn  •  is impact investing for you?

QUestions & AnsWeRs with kAthRyn e . MeRchAnt and ellen ReMMeR 

thrilled that the community foundation is showing leadership in this area and eager 

to invest in their capacity to offer more impact investing products. the donor’s daF 

investment leveraged the community foundation’s endowed assets even further. it 

also helped the borrowers to attract other philanthropic, government and market-rate 

capital for their projects.

ResoURces:

impact investing for community Foundations Webinar series – Four parts. presented 

by mission investors exchange, 2011.

impact investing: a 21st century tool to engage donors in Foundation review 2012 

(vol 4:4). amy cheney, robert killins, and kathy merchant, the greater cincinnati 

Foundation, 2012.

money for good. hope consulting, 2010. 

gateways to impact: industry survey of Financial advisors on sustainable and impact 

investing. rockefeller Foundation, calvert Foundation, hope consulting, deutsche 

Bank, envestnet, veris Wealth partners, 2012.

Events
membership 
Conference

Twitter

https://www.missioninvestors.org/
https://www.missioninvestors.org/glossary
https://www.missioninvestors.org/tools/impact-investing-community-foundations-webinar-series-four-parts
http://johnsoncenterforphilanthropy.files.wordpress.com/2013/03/tfr_4-4_cheney.pdf
http://www.hopeconsulting.us/wordpress/wp-content/uploads/2013/03/MFG1-Full_July-2010.pdf
http://gatewaystoimpact.org/images/gatewaystoimpact.pdf
http://gatewaystoimpact.org/images/gatewaystoimpact.pdf
https://www.missioninvestors.org/
https://www.missioninvestors.org/training-events
https://www.missioninvestors.org/membership
https://www.missioninvestors.org/NationalConference2014
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1. learn  •  identify and overcome barriers

you will likely need to 
take some risks and 
learn from mistakes along 
the way, although  
the growing  
number of foundations 
active in impact investing 
offers an increasing 
base of knowledge from 
which to build.

it takes commitment

impact investing requires commitment and support, both internally 

from foundation trustees and staff, and externally from investment 

consultants and managers who often are engaged to carry out the 

foundation’s impact investing strategies. careful consideration of the 

sorts of commitment and resources required to achieve your intended 

goals is necessary.

the potential payoff from impact investing is an expanded set of tools, a 

broader set of partners, and a more robust group of community service 

providers in your community. the resources it may take to achieve these 

benefits are neither insignificant nor insurmountable. the important 

thing is that you make an honest appraisal of what will be necessary as 

you build your program, and that you maintain the capacity to adjust as 

circumstances require.

APPly this!  Do you HAVE WHAT  IT  TAkES?

   leadershiP and strateGic direction.  

Boards of trustees and foundation executives 

need to develop distinct, communicable goals 

and strategies to achieve them. these need to be 

clear enough to be understood by staff and service 

providers, and practicable enough to offer real 

opportunities for investment that achieves social 

goals. 

   caPacity for execution. no matter what type 

of investments you choose, impact investing 

will likely involve developing new skill-sets 

among foundation staff, and perhaps among the 

consultants and investment managers with whom 

the foundation engages. in some cases, this may 

mean bringing on new staff or expanding the roles 

of staff in your organization.

https://www.missioninvestors.org/
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it takes commitment 

    ProGram desiGn. consistent processes for identifying potential investment 

opportunities, underwriting (performing due diligence) on deals, assuring legal 

compliance with irs regulations and fiduciary duties, and assessing the potential 

(and later, the actual) social impact of impact investments.

    creatiVity and Patience. impact investing may challenge the conventional 

understanding of how foundations manage their investment portfolios, engage 

grantees, and coordinate internally among staff and externally among service 

providers. you will likely need to take some risks and learn from mistakes along the 

way, although the growing number of foundations active in impact investing offers 

an increasing base of knowledge from which to build.

ResoURces:

mission investors exchange is the association for impact investors at foundations and 

philanthropic organizations using mission investments as a philanthropic tool. please 

email or call us at 206-443-8463 at any time if we can help you locate resources, 

introduce you to kindred spirits at peer foundations, or to talk through your latest 

impact investing ideas and plans.

The potential payoff from impact investing is an expanded 

set of tools, a broader set of partners, and a more robust 

group of community service providers in your community. 

The resources it may take to achieve these benefits are 

neither insignificant nor insurmountable.

https://www.missioninvestors.org
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