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BACKGROUND
The Nonproﬁt Listening Post Project’s Investment Capital
Roundtable followed up on the project’s 2006 groundbreaking survey of nonproﬁt access to investment capital, which
provided the ﬁrst-ever empirical data on this important topic.
This Sounding revealed that while overwhelming majorities
of nonproﬁt human service, arts, and community development organizations experienced signiﬁcant capital needs over
the previous two years, well under half of these organizations
were able to meet these needs. Particularly striking was the
fact that these capital needs extended well beyond the typical areas of buildings and equipment to embrace “soft capital”
necessities such as program development and strategic planning. Overall, this Sounding demonstrated that the mismatch
between capital needs and access to investment capital resources is one of the more serious challenges facing U.S. nonproﬁts. The full text of a report on the Sounding is available at
www.jhu.edu/listeningpost/news.
Investment capital is the revenue needed to ﬁnance items
intended to last more than a year.
Hard capital is the revenue used to ﬁnance buildings,
equipment and other tangible property expected to last more
than a year.
Soft capital is the revenue used to develop new programs,
prepare strategic plans, and improve staff
capabilities.
To explore this problem in greater depth, gain insights from
nonproﬁt practitioners, investment capital providers and other
experts, and determine what changes, if any, might be needed,
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the Listening Post Project held a Roundtable session on nonproﬁt investment capital on February 28, 2007 (see Attachment
A in the Appendix for a complete list of Roundtable participants). This Communiqué summarizes the major ﬁndings that
emerged from this provocative session.

MAJOR FINDINGS
Accessing Investment Capital is a Major
Challenge for Nonproﬁts
The Roundtable reinforced one of the major lessons that
emerged from the project’s Sounding—nonproﬁts are experiencing major difﬁculties accessing critical investment capital.
Participants representing diverse ﬁelds and organizations of
wide-ranging sizes universally agreed that accessing investment capital is an extremely time-consuming, challenging process. Participants expressed particular concerns about the enormous challenges they have experienced attempting to access
investment capital for “soft” purposes such as staff training and
program development. For example:
• Family Lifeline, a family service agency based in Richmond, VA, with annual revenues of about $4,000,000: “We
have not had money to invest in program development…
That is an area in which we have really suffered…We have
not been successful in identifying resources within the
community that will consistently and predictably supply
support.” (Reed Henderson, President & CEO).
• Lampion Center, a counseling agency based in Evansville,
IN, with annual revenues of about $940,000: “We don’t have
the capital investment to be able to support planning and upgrades which would enable us to reinvent ourselves for the
future; resources to grow to meet the needs of our commu-
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munity organizations in the U.S. and abroad, including loan
funds, micro-ﬁnance institutions, affordable housing developers, and social enterprises.

nity. Our mission is to serve our community and really serve
them well. We have to ﬁnd a way to obtain investment in
our infrastructure in order to maintain our role as a premier
service provider.” (Lynn D. Kyle, Executive Director).

• Good Capital is a relatively new group that aims to provide equity and equity-like risk-taking and growth capital
to social enterprises in a range of ﬁelds including workforce
development, healthcare, education, fair trade, organic food,
and non-proﬁt services.

A Small Set of Nonproﬁts Have Managed to
Obtain Some Needed Capital
While most nonproﬁts have been unable to ﬁnd much-needed
investment capital, some organizations have managed to do so,
though generally for “hard” purposes. Still, their experiences
suggest some interesting avenues of escape from the nonproﬁt
capital trap. For example:

• Prudential Financial’s Social Investment Program makes
socially responsible investments in the areas of economic
development and education. The program will only consider
proposals that do not qualify under mainstream investment
guidelines. Each year, the program originates approximately
$65 million of below-market-rate social purpose investments.

• Pressley Ridge, a children and family services agency
based in Pittsburgh, PA, with annual revenues of about
$60,000,000: “Over the past 15 years, we went from almost
zero debt to $15 million worth of debt. Our working capital
debt is anywhere between $5 million and $9 million on any
given day. We obtain it through commercial banks, and we
usually get the best market rates possible.” (Scott Finnell,
President & CEO).

• M&T Bank has a division focused exclusively on nonproﬁt
organizations and views the nonproﬁt sector as a signiﬁcant
client segment. Services offered to its range of nonproﬁt clients include term loans, tax-exempt bank ﬁnancing, and tax
exempt bond placement and remarketing, as well as a full
range of Treasury Management and Investment services.

• Anacostia Economic Development Corporation, a community and economic development group based in Washington,
DC, with annual revenues of about $1,131,000: “One of the
things we have done to access investment capital is to get
into many joint ventures with for-proﬁt companies. What
helps is that we’ve been around for a while. The private sector gets used to you if you network with them…We’ve found
certain for-proﬁt partners that will put the money upfront.”
(Butch Hopkins, President & CEO).

Signiﬁcant Work Remains
Clearly, with nonproﬁts emphasizing that they cannot access
sufﬁcient investment capital, and providers indicating that capital is available and ﬁnancial instruments exist that can meet nonproﬁt needs, a major disconnect exists between these groups.
As such, at the end of the session, the nonproﬁt and capital
provider participants together brainstormed ways to help bridge
this gap. Their often creative ideas included:

• Grand Rapids Children’s Museum, based in Grand Rapids,
MI, with annual revenues of about $900,000: “It is getting
more difﬁcult to get the money needed for nonproﬁts to expand. We have opted to go with a new endeavor and we have
started a for-proﬁt business…A television show called Come
on Over, and it’s about inspiring creativity and imagination in
young children. Eventually our goal is to have the proceeds
going into our endowment. Our ultimate goal is to grow our
organization.” (Teresa L. Thome, Executive Director).

Education
Additional education is vital, for both nonproﬁt organizations
and capital providers. In particular:
• Nonproﬁts need to better understand the language of capital
and investing, the value of acquiring debt, how to develop a
good business plan, and the range of capital resources currently available.

Capital Providers are Crafting Important
Innovations

• Capital providers often need to better understand the business model of nonproﬁts and develop more appropriate risk
assessment tools.

While most of the nonproﬁt participants stressed that investment capital is not available to them on a consistent, reliable
basis, the participating capital providers painted a very different picture. In fact, they shared a variety of interesting innovations they have underway to help meet nonproﬁt capital needs.
For example:

• Foundations, in particular, need to be better educated about
nonproﬁts’ capital needs. As foundations generally expect
more than what they fund and fail to help nonproﬁts understand their economic models, they inadvertently set up their
grantees for failure.

• The Calvert Social Investment Foundation currently offers below-market interest rate loans to more than 200 com-
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Ideas to help address this knowledge gap included:

A tax credit similar to these, yet made to help ﬁnance the capital needs of small and mid-sized nonproﬁt organizations (e.g.,
organizations with annual budgets of $5 million or less), could
open important new sources of investment capital for the nation’s nonproﬁt human service and cultural institutions.

• Strengthening standards and best practices for nonproﬁts to
ensure they have the ﬁnancial information necessary for success.

Financial Intermediaries
Intermediaries play an important role in connecting potential
sources of investment capital to nonproﬁt organizations seeking capital. To date, however, such intermediaries have clustered in speciﬁc ﬁelds and regions. To enhance nonproﬁt access
to investment capital, additional intermediaries are critically
needed. These intermediaries could help extend the instruments for-proﬁts routinely use to obtain capital to nonproﬁts
and ensure that the instruments meet both investor and nonproﬁt needs. To extend their impact, intermediaries should also
explore collaborating more on deals, as is done in the microﬁnance sector. Events such as this Roundtable, which bring
together nonproﬁts and intermediaries, are vital to ensure that
intermediaries, capital providers, and nonproﬁts get to know
each other and become as responsive as possible to each other’s
legitimate needs.

• Encouraging nonproﬁt umbrella organizations to develop
and provide sample business plans and other important ﬁnancial resources.
• Creating a comprehensive list of investment capital sources
that nonproﬁts could access to identify the full spectrum of
investment capital options.
Participants suggested entities that could carry out this important work, which included graduate students, ﬁeld-speciﬁc intermediary organizations, Independent Sector, and consulting
ﬁrms, and emphasized that local providers would need to disseminate this information to small, grassroots organizations.
Greater Creativity from Foundations
Foundations should also develop a repertoire of ﬁnancial instruments that extend beyond grants to include products such as
loans and loan guarantees. Their assets could clearly have greater impact if they are used more creatively—for example, unlike
a grant, which is expended by its recipient, the amount loaned
to a nonproﬁt organization could be loaned to another group
once it is repaid. Imagine if foundations would offer belowmarket-rate loans through groundbreaking “foundation banks.”
Even if foundations devoted only 1 percent of their total assets
to such an endeavor, this would result in close to $5 billion of
new investment capital for the sector, and even more if the federal government would match such investments.1 Foundations
could also partner with conventional ﬁnancial institutions and
offer their resources as collateral for loans to nonproﬁts.

Next Steps
The Listening Post Project will be working on these critical
issues over the next several months. The Project is also planning to hold additional Roundtables later this year in other
parts of the country. For more information about the project and our work on this important topic, visit our website at
www.jhu.edu/listeningpost.
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