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“While much of the focus on venture philanthropy is on ‘capacity
building,’ this term has not been defined by either the new venture
philanthropists or the nonprofits who represent the potential
investment recipients, and may well mean something different to
each of them” says our published report, 2001 Venture Philan-

thropy: The Changing Landscape.  Since capacity building is
embraced and practiced by most people involved in venture philan-
thropy and many in traditional philanthropy as well, a broader
understanding of the concept is warranted. 

Investing in the people and systems that make products and services
better is well established in the for-profit sector. Consider the
millions spent on staff and warehouse facilities before Amazon.com
ever went on line.  Similarly, the three business leaders who
founded Venture Philanthropy Partners with 27 other investors
have been involved in substantial capacity building investments in
the business world for years.  They asked why organizations
created to eradicate poverty and solve the complex social problems
of our society are often not financed in a way that allows them to
develop or maintain their infrastructure.  Those investors created
VPP to speak to that disparity.  They decided to pool their
resources to make some substantial capacity building investments
in programs serving children from low-income families and use the
knowledge gained from those investments to encourage others to
do the same.  Their purpose was not to impose their personal
agendas, but rather to bring funds and expertise to strengthen
nonprofits with demonstrated success so those organizations could
do even more to improve the lives and opportunities of children. 
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As VPP began planning its fund, it seemed clear that we needed to
better understand how to make successful investments in organiza-
tional capacity.  Several foundations, support organizations and
think tanks have begun to explore capacity building.  As Elizabeth
T. Boris, director of the Center on Nonprofits and Philanthropy at
The Urban Institute, noted in their recent report, “Capacity
building for nonprofit organizations is finally drawing the attention
it deserves ...ad hoc lessons culled from personal experience are
giving way to more systematic approaches.”   Our goal is to
contribute to this growing body of knowledge as well as learn from
it.  We are fortunate to be working in the Washington, DC region
where a significant amount of this work is underway.

We also realized that agreeing on a definition was not nearly as
important as understanding the characteristics of successful
capacity building investments.  We asked McKinsey & Company,
one of our strategic advisors, to identify examples of successful
capacity building experiences at nonprofits across the country.  We
wanted to learn from those experiences in order to refine our own
investment model and share those insights with others.

The findings of the McKinsey team are not altogether surprising.
They confirm what many in the social sector recognized - that
capacity building is both important and difficult.   This report
builds on that knowledge by clarifying and broadening the
definition of capacity building.  The findings of this report
represent a collective body of information that we believe will be
useful to the social, public and private sectors. 

In addition to the study, McKinsey developed a capacity
assessment tool for nonprofits.  We believe this tool will help
nonprofit leaders and staff gauge where they are in their organiza-
tional lives and identify for themselves their capacity building
needs. 

Preface 
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We hope this report will benefit several important communities.
For foundations and individual investors, we hope these findings
will bring greater clarity and understanding of the value of capacity
building and its essential role in allowing nonprofits to achieve
their mission.  For organizations that want to improve the breadth
and depth of their work, this report offers practical lessons from
others as well as tools and guidance on self-evaluation that can
help prepare them to receive capacity building support.   We share
the expectation with these communities that together we can help
good ideas become great programs that will bring significant social
gain and will improve the lives of many.

Mario Morino
Chairman of the Board

Gary F. Jonas
Managing Partner

Venture Philanthropy Partners, Inc.
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The willingness of the organizations profiled in this report to
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Individuals at each organization dedicated time, energy, and
thoughtfulness to the effort, and we are grateful for the
opportunity to learn from them.  Although we spoke with many
people, we especially thank Martha Pickett (America’s Second
Harvest), Winston Burton (Building Opportunities for Self-
Sufficiency), Dr. Michael Carrera (Children’s Aid Society), Donna
Lawrence and Maureen Cogan (Children’s Defense Fund – New
York), Ned Rimer and Eric Schwarz (Citizen Schools), Michael
Brown, Alan Khazei, and John Kalafatas (City Year), Michael
Coda and David Williamson (The Nature Conservancy), Greg
Tuke (Powerful Schools), Rick Aubry (Rubicon Programs, Inc.),
David Erickson (Samaritan Inns), Don Pemberton (Take Stock in
Children), Chris Stone (Vera Institute of Justice), and Patti Skelton
(Youth Eastside Services). 

We are also grateful to those funding organizations that helped us
identify and contact nonprofit organizations in their portfolios,
specifically the Robin Hood Foundation, New Profit, Inc.,
Roberts Enterprise Development Fund, Social Venture Partners,
and the Edna McConnell Clark Foundation.

In addition, we benefited from the thoughtful insights and
feedback of a number of individuals during the development of
this report, including Bill Shore (Community Wealth Ventures),
Michael Bailin (Edna McConnell Clark Foundation), Professor
Allen Grossman (Harvard Business School), Dr. Christine Letts
(Kennedy School of Government), Lisa Sullivan (LISTEN, Inc.),
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butions and support.  The McKinsey team members who
conducted the research and developed the capacity framework and
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photographs of their work and the people they serve to help
illustrate this report.
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