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ABSTRACT

While the term “philanthropy” had almost fallen dntlisuse in some European
countries some decades ago, the field of philapthio Europe is now in full
swing. The number of philanthropic initiatives iaultiplying (e.g. schools of
philanthropy, academic chairs on philanthropy)atidition, during recent years,
the number of foundations, considered to be thehedypal philanthropic
organization, has exploded, as has their econoneightt The persistence of
social needs, the emergence of new social andtabclellenges, and the tension
on public resources contribute to a favourable exinfor the emergence of
private actors that aim to address public intessstes. Originally, the essence of
philanthropy was deeply anchored in religious pples and limited to the act of
giving without any expectation of reciprocation.Wahe field of philanthropy
experiences profound changes. The worlds of busiard philanthropy collide;
philanthropists are no longer merely donors, thegome social investors. The
emergence of venture philanthropy is at the hdattiis change of paradigm and
constitutes the emblematic approach to evolutiathénfield. Inspired by business
methods, venture philanthropy brings the idea ohtsgy to the field of
philanthropy.

In this doctoral thesis, we study the managementeif strategy. In particular
we are interested in a specific type of foundathjch we denote financing
foundations. By so doing, we extend the usual demation of grantmaking

foundation to better align with the current pragsi@nd the literature. A financing
foundation (FF) is a foundation (i.e. a privaten#profit organization without

members, with its own governance rules, and thegyms a public purpose) that
supports its recipients not only with grants bgbalith debts or equity. We first
develop a strategic conceptual framework for fimagdoundations based on a
literature review. This framework evidences thegpmatic choices FFs are
confronted with, as well as the contextual cond#ithat influence FFs’ strategy.

We conduct empirical research in the field of foatmhs in Belgium. We adopt a
guantitative approach and collect novel data biizieg an online survey among
all the foundations in Belgium that pursue a publicpose. We perform cluster
analysis and regression analysis in order to dmtito the understanding of
strategy for FFs. With these analyses, we aim nbt o describe strategy but
also to explain the diversity among strategies.e€hmajor results emerge from
our research.

First, our results evidence the existence of ttetategic patterns among the
financing foundations in Belgium: proximate chaslea philanthropy, high-



engagement philanthropy and international impaeedrphilanthropy. While the
literature tends to dichotomize the field of philmopy between traditional and
charitable philanthropy and a new and strategitapthropy, our results mitigate
this vision of the field. Our analysis rather derminates that the strategic models
of financing foundations are hybrid; they combidengents of the “charitable”
ideal-type and the “venture philanthropy” idealaypn addition, by using agency
theory, institutional theory and imprinting theonywe attempt to explain the
diversity among strategies. We discuss the existarictwo upstream strategic
drivers: legitimacy (for a private and non-demoicratctor that tackles public
interest issues in the context of Welfare State) eontrol (for an organization
that delegates, through a financial flow, the opienalization of its mission).
Based on these theories, we discuss how the stratbgices of financing
foundations can be seen to some extent as an atswes challenge of control
and legitimacy. Finally, we complement the explarabf the diversity among
financing foundation strategies by studying thduiefice of the founders on the
strategic choices adopted. Financing foundatioms p@rson-led organizations;
they are driven by the values and the beliefs @f tounder. We demonstrate that
the education, the age and the professional baghkdrof the founder effectively
influence the strategic choices of FFs; genderrahigious beliefs, in turn, do not
seem to play a role. While institutional pressypesh foundations towards the
adoption of practices in line with the “new” phitaropy, our results highlight the
idea that the founder’s imprint on the organizaitan act as a filter; the founder
to some extent mitigates the institutional pressure

Our research provides a significant contributiothi®field of philanthropy, going
beyond the prescriptive perspective to developvitieace-based descriptive and
analytical approach to strategy in this field. @umpirical results and theoretical
discussion contribute to challenging the prevailinmyths and to increased
understanding of the diversity of strategies inlgsithropy. They also offer
practical implications for philanthropists, donoasd for policy-makers. Finally,
our research raises very interesting future rebearenues: for example, the
founder acting as a filter against the institutiopaessures, as well as the
expected evolutions of FFs’ strategies over tinedeting to these pressures.



RESUME

Il y a quelques décennies, le terme méme de «mihilapie » était presque tombé
en désuétude dans certains pays européens. Audjayrde domaine de la
philanthropie en Europe est en plein essor. Le memiblinitiatives
philanthropiques se multiplie (école de philantlepghaires académiques sur la
philanthropie). De plus, au cours des dernieregesine nombre de fondations,
archétype de l'organisation philanthropique, a @€l tout comme leur poids
économique. La persistance des besoins sociamerfyence de nouveaux défis
sociétaux et la pression sur les ressources p@dlidavorisent I'apparition
d'acteurs privés qui se donnent pour mission didrodes problemes d'intérét
général. A l'origine profondément ancrée dans texipes religieux et limitée a
lacte du don sans aucune attente de contrepdatigghilanthropie connait
désormais des changements profonds. Mondes dé®aféd de la philanthropie
entrent en collision : les philanthropes ne souos gimplement des donateurs, ils
deviennent des investisseurs sociaux. L'émergeada ghilanthropie de risque
(venture philanthropyest au cceur de ce changement de paradigme.daghis
méthodes des affaires, la philanthropie de risgsefile I'idée de stratégie dans le
domaine de la philanthropie.

Dans cette thése de doctorat, nous étudions pnéeigéle probleme de gestion
gue constitue la stratégie. En particulier, nousisnintéressons a un type
particulier de fondations, que nous désignons ddtions de financement ». Ce
faisant, nous étendons la dénomination communeodeation des subventions
(grantmaking foundationspour mieux aligner les pratiques actuelles et la
littérature. Une fondation de financement (FF)wes fondation (c'est-a-dire une
organisation privée a but non lucratif sans membawec ses propres regles de
gouvernance et qui poursuit un but public) qui Emitses bénéficiaires non
seulement avec des dons, mais aussi avec des dritede la prise de
participation. Sur la base d'une revue de littéeatunous développons dans un
premier temps un cadre conceptuel stratégique pesr fondations de
financement. Ce cadre témoigne des choix pragnegigauxquels sont
confrontées les FF ainsi que les conditions counédes qui influencent leur
stratégie.

Dans un second temps, nous menons des recherch®@egass sur/dans le
domaine des fondations en Belgique. Nous adoptoasapproche guantitative et
collectons de nouvelles données en réalisant uthaggnen ligne au sein de toutes
les fondations belges qui poursuivent un objectihtérét général. Nous
effectuons une analyse dite par cluster et uneysmatfle régression afin de
contribuer a la compréhension de la stratégie diss Avec ces analyses, nous



visons non seulement a décrire la stratégie, mesi @ expliquer la diversité des
stratégies. Trois résultats majeurs ressortenbdeatherches.

Tout d'abord, nos résultats prouvent l'existencetrdiss modeles stratégiques
parmi les fondations de financement en BelgiquepHganthropie charitable de
proximité, la philanthropie engagée et la philaoghe internationale a impact.
Bien que la littérature ait tendance a diviserdendine de la philanthropie entre
la philanthropie traditionnelle et charitable eteuphilanthropie nouvelle et
stratégique, nos résultats atténuent cette visichotbmique. Notre analyse
démontre plutét que les modéles stratégiques @adament des fondations sont
hybrides. lls combinent les éléments de l'idéaktypharitable" et de I'idéal-type
« philanthropie de risque » (venture philanthrofdg. plus, en utilisant la théorie
de I'agence, la théorie institutionnelle et la theéale I'empreinte, nous essayons
d'expliquer la diversité des stratégies. Nous diswul'existence de deux facteurs
stratégiques en amont : la Iégitimité (pour un@acpeivé et non démocratique qui
poursuit un intérét général dans le contexte digg@atidence) et le contréle (pour
une organisation qui délégue, par un flux financiepérationnalisation de ses
missions). Sur la base de ces théories, nous diseda facon dont les choix
stratégiques des fondations de financement pelwdteatconsidérés, dans une
certaine mesure, comme une réponse au défi dubbeetrde la |€gitimité. Enfin,
nous complétons I'explication de la diversité datégies de financement des
fondations en étudiant linfluence des fondatewrs lges choix stratégiques
adoptés. Les fondations de financement sont demis@ions trés incarnées par
leur fondateur. Elles sont empreintes de ses waleir croyances. Nous
démontrons que I'éducation, I'age et I'expérienadegsionnelle du fondateur
influencent effectivement les choix stratégiques BE. Le genre et la croyance
religieuse quant & eux ne semblent pas jouer e Albrs que les pressions
institutionnelles poussent vers l'adoption de graas conformes a la « nouvelle »
philanthropie, nos résultats soulignent l'idée tjlempreinte du fondateur sur
l'organisation peut servir de filtre. Le fondatatténue dans une certaine mesure
les pressions institutionnelles.

Notre recherche contribue significativement a WB&udu domaine de la
philanthropie. Nous développons une approche gesaiet analytique, prouvant
I'existence de stratégies différentes dans laguatde la philanthropie, qui va au-
dela de le perspective habituelle. Nos résultatpirigmes et notre discussion
théorique contribuent & contester les mythes gévaglent sur le terrain et a
comprendre la diversité des stratégies philantijuas. lls offrent également des
implications pratiques pour les philanthropes, desateurs, ainsi que pour les
décideurs politiques. Enfin, notre étude ouvre aenues de recherches futures
trés intéressantes. Parmi celles-ci, citons I'éuldondateur agissant comme un
filtre contre les pressions institutionnelles aigae les évolutions attendues de
ces stratégies philanthropiques en fonction dessfes du champ.
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INTRODUCTION

Research context

Philanthropy is an age-old practice. It is defingsl all voluntary resources

transferred by private actors to serve the comnaod@nd to improve peoples’

quality of life (Payton 1988). This includes monbut also time, skills, networks,

etc. Today, with the persistence of social, sokietad environmental problems,

as well as the emergence of new challenges, inogeagealth inequalities (and

the emergence of high net worth individuals) arel gbarch for meaning in life,

philanthropy is returning to life. The current sseon public resources and the
challenges faced by the model of the Welfare StatBuropean countries also
reinforce the role philanthropy can play. Philanfiy is increasingly important

for the development and support of multiple sotietirest activities, be that in

the field of culture, scientific research, consépnraor rehabilitation of heritage,

social action, developmental cooperation, or emvitental protection (Schuyt

2010).

For a long time the essence of the philanthropiioadas been the act of giving.
Deeply anchored in religious principles, giving wseparate from any kind of
return and there was no expectation in terms ofirtigact created. Today, the
world of philanthropy is permeable to that of besis. With the development of
so-called “new” philanthropy (in particular ventyshilanthropy), the methods of
for-profit business have been introduced to thédfigf philanthropy (Abélés
2003; Moody 2008). We are assisting in a paradigange, philanthropists are
no longer only “donors”; they are becoming “soéialestors”. This evolution in
the field thus brings the idea of strategy to pfihaopy, and raises different
guestions: does the existence of this “new” modelamthat other forms of
philanthropy are not strategic? Does it imply thrathe field of philanthropy,
strategy is not always conscious or explicit? Dinesemergence of this new type
of philanthropy change the field of philanthropy?

In this research, we focus on a specific type dfapthropic organization: the
financing foundation. These are foundations thabgdinancing others; not only
with traditional grants but also with debts and¢quity. Despite the fact that the
word “strategy” is “being bandied about” the stuafystrategy is still a much
under-researched issue in the field of philanthr¢gpyumkin 2006). A first

necessary step of this research is thus to betahbtiescribe strategy. Our first
research question isNhat is strategy for FFs? To answer this, we build a
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meaningful strategic conceptual framework for ficiag foundations. Based on
this framework, we conduct quantitative empirioedearch to contribute to two
additional research questiongiré there different strategic models for FFs?
and, if yes, How can we explain the diversity among FFs strategs?

To deepen our understanding of strategy, we thikowf@ process of going back

and forth between our results and the theory. Weupan organizational theory

that have been carefully chosen based on the dbastics of our research

object: the financing foundations, and the specifisue we study: strategy.

Behind an apparent lack of strategy, we will obeehat strategies exist and that
these strategies meet essential stakes. We untkrdiat there are issues of
control and legitimacy to which foundations mustpend and that the founder
also plays a crucial role in the choice of strategy

Today, the domain of philanthropy in Europe isull $wing. This is testified by,
among others, the creation of philanthropic sewsvicebanks, the emergence of
research networks such as the European Researslvidain Philanthropy the
existence of research chairs dedicated to philapthe.g. “Chaire Philanthropie
et Investissement social” in HEC- University of & in Belgiuni, “Chaire
Philanthropie” at Essec Business School in Frin€enter for Philanthropy
Studies in SwitzerlaridCenter for Philanthropic Studies in the Nethatta) the
creation of schools of philanthropy (e.g. “L’'Ecotie la Philanthropfé in
France), the establishment of networks of philaojtsts (e.g. “Fondation 30in
Belgium), and the multitude of events and confeesneelated to philanthropy
(e.g. “Printemps de la Philanthropie” organizedhry King Baudouin Foundation
in Belgium, the “Lunch and Learn” organized by ®lgilanthropy chair of Essec
Business School in France, the “Atelier des Foodati organized by the “Centre
Francais des Fonds et des FondafioinsFrance).

In comparison, academic research is still scarte d@xisting literature mostly

comes from the United State, although in recentsyeasearch has also been
developing in Europe. However, the context of thelffe State in European
countries raises specific questions and desentestian. The development of
academic research in the field of philanthropy a@mdparticular in Europe is

needed to support the understanding and the grofittis sector.

' www.ernop.eu
2 www.labos.ulg.ac.be/philanthropie

3 www.chaire-philanthropie.essec.edu

4 www.ceps.unibas.ch

s www.giving.nl

6 www.ecoledelaphilanthropie.org

7 www.foundationfuturegenerations.org/fr/projet/fondation-30-tables-rondes-strategiques
8 www.centre-francais-fondations.org/events/atelier-des-fondations-2017
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INTRODUCTION

Research object

Philanthropy encompasses a large set of practtem volunteering to monetary
gifts, from one-time to long-term support, fromdnhal to formal initiatives,
from the provision of pro-bono expertise to equipteetc., the spectrum of
philanthropic actions is large. In this research,are interested in what is called
structured/organized philanthropy. This means that philanthropic action is
channeled through the creation of an organizationparticular, we study
foundations which are considered to be the emblematic phitapib
organization (Rey-Garcia and Alvarez-Gonzalez 201 foundation is a non-
profit organization that is private, hon-membershgsed, self-governing, and
that serves a public purpose (Anheier 2001). Durgngnt decades the number of
foundations in Europe has increased, as has tbeiromic weight (Fondation de
France and CERPhi 2015; DAFNE 2014). In Europeldise few decades have
seen foundations making a breakthrough by estadjsthemselves as private
actors that look after the public interest.

Furthermore, among the diversity of action modeistierg in the foundation
sector (Anheier 2001), we focus on the foundatimh®se core activity is the
financing of others (contrary to operating foundations th in charge of the
direct operation of their mission in the field).this sense, financing foundations
are special compared to other non-profit orgarorgtibecause they do not look
for funding but provide it. In this perspective, \weroduce a new terminology:
financing foundation (FF) that extends the traditional terminology of
“grantmaking foundations”. FF are foundations teapport either individuals or
operating organizations through the provision @hancial flow that can take the
form of grant, debt and/or equity Because of tleemé evolutions in the field of
philanthropy, the toolbox of foundations has beelarged from simple grants to
tailor-made support that also includes debt andtgdMair and Hehenberger
2014).

The coming of the “new” philanthropy that is quiif as “strategic” leads the
sector of foundations to question theirategy and to be aware of the choices
they make. In particular, the issue of effectiven@ibe effective achievement of
the mission) is at the heart of this reflectionm@oauthors such as Porter and
Kramer (1999) deplore a lack of strategy in thenfiation sector; according to
them, the ternstrategyhas become almost meaningless because of its everus
Foundations are called upon to develop strategyder to create (more) impact
(Letts, Ryan, and Grossman 1997). With this resease want to contribute to
the understanding of strategy for foundations; amtipular in the context of a
Welfare State.
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Theoretical perspective

In this research we adopt a multi-paradigm thecakperspective; we use agency
theory, institutional theory, and imprinting theomhis favors the comprehension
of complexity through a nuanced view of our reskaigject. This also allows us
to better fit our research purpose (Hatch and @er#i009). The combination of
different theories allows us to provide a deeper @mprehensive answer to our
research question by focusing on different aspettthe phenomenon (Rojot
1997).

Because FFs outsource the operationalization @f thigsion, they are inevitably

confronted with delegation issues. To effectivedyrg out their objective, they

have to ensure that recipients work appropriatdlyency theory (Jensen and

Meckling 1976) allows us to reflect on this questibike any organization, FFs
depend on their environment and need to be recedrdg legitimate. In the case
of FFs in the particular context of the WelfaretStdahe issue of legitimacy is
even more crucial. Indeed, the figure of the FFlftss not recognized as
legitimate. Legitimacy is at the heartiostitutional theory (Suchman 1995). We

thus build our analysis on institutional theory ahd distinction made between
three types of legitimacy: cognitive legitimacy, mrablegitimacy and pragmatic
legitimacy.

Finally, FFs are organizations in which the roletloé founder is crucial; the
organizational structure has the board of direcéwghe only decision-making
organ required by law, and leaves a high degrefeeefiom to the founder. We
are interested in understanding how the profilethef founder influences the
strategic choices of FFBnprinting theory (Marquis and Tilcsik 2013; Simsek,
Curtis Fox, and Heavey 2015) studies how diffesmntrces (such as individuals)
create a long-term impression on different entif@song others, the organization
and in particular its strategy). This theory is gha good fit to support this
research question.

Methodology

We adopt aguantitative methodology. This means that we use statistical and
mathematical tools in order to describe, explaind g@redict a phenomenon
through the use of operationalized concepts infdh@ of measurable variables.
We proceed in two steps. First, upstream of théectibn of data, we realize
exploratory interviews with key actors in the foatidn sector in Belgium. This
step is a necessary preliminary to understandighe: fior empirical investigation
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and to ensure an alignment between the data wéoatwilect and the practices in
the field. The second stage is then the administraif a comprehensive survey
of the Belgian foundations. We contact 1227 Beld@amdations that pursue a
public purpose (at the end of 2014) by mail andténthem to answer an online
guestionnaire. This results in a sample of 136éniiirag foundations that we use to
conduct cluster analysis and regression analysis.

Epistemological position

The question of the epistemological position iseery to answer. Our research is
part of a relatively emerging field and the litenat is rather scarce. We are
exploring under-researched and still unknown taoplaosthis context, it is not
always possible to properly define our epistemaalgpositiona priori. We are
somewhat led to adopt an approach thadrésymatic that is to say bounded by
the availability of data and the existence of &tare. Nevertheless, because our
approach is quantitative, by essence, it is rapositivist. The development of a
strategic conceptual framework to describe FFgtatyya priori also goes in this
direction.

Overall, the approach followed in this thesis itheaabductive in the sense of
Peirce (1940/1955). This means that we, as reseaichngage in a process of
going back and forth from the cases to the litemtin order to develop
propositions and explanatory hypotheses (Burks 1Bétchertz 2004). Because
our field of investigation is still rather unexpdat, it is almost impossible to
follow a deductive approach. We therefore makectiwce to start from the data,
and then to create a dialogue between our resultshe literature. In Chapter 4,
we derive empirical results that resonate with élkesting Manichean vision of
philanthropy divided between the “old and charigdhghilanthropy and the “new
and strategic” philanthropy. Furthermore, we us@abizational theory, in
particular agency theory and institutional theo@hé#pter 5) to deepen our
understanding of our results. In Chapter 6, we blsitd knowledge by making
bridges between the results obtained and the ttiemrenechanisms through
imprinting theory that may explain these results.

Research objectives and expected contributions

With this research, our overall objective is to tcilmute to the understanding of
the strategy of FFs. We aim to achieve this inedédht ways and at different
levels. We identified five main expected contribas of our research, either in
the academic field of philanthropy or in organiaatil theory. First, our research
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is expected to advance the state of knowledgeeofdtindation sector in Europe,
and in particular in Belgium, by providing data @wundations. There is no
current census of foundations in Belgium and tkisaifirst necessary step to
develop our understanding of the sector. This &l extensively developed in
Chapter 3. Second, our research aims to questidrstady the recent evolutions
in the field of philanthropy and the normative aggarh of strategy prevailing in
the field (Chapters 1 and 2). Another objectiveoaf research is to be able to
describe and analyze the practices of financingndations (a new terminology
that we suggest) considered as black boxes by al@wel a strategic conceptual
framework (Chapter 2). In addition, our researclexpected to support a better
understanding of the strategic practices of foupdat and the upstream
challenges they may attempt to answer to. In pdsic with our research, we
attempt to deepen our understanding of strategyrbynding it in organizational
theories (i.e., agency theory and institutionalotlgg that take into account the
specific feature of financing foundations (Chaptérand 5). We also aim to
refine the understanding of the three types of tilegicy introduced by
institutional theory and the nature of the pressuexisting for specific
organizations such as FFs (Chapter 5). Finally, msearch will attempt to
provide a multi-level analysis of FFs strategy soastudying the influence of the
founder (Chapter 6).

Dissertation structure

The structure of this work is depicted in Figurd.OThis work is articulated
around six chapters. l@hapter 1, we present the overall context of our research;
in particular, through the history of philanthropye highlight the change of
paradigms that have taken place in the field ofaplthropy. This historical
review anchors our research; today we talk abawategic” philanthropy while
historically philanthropy was mostly associatedmaharity. Then, we define the
type of organization that we focus on: the fourmai We review the existing
taxonomy and the roles attributed to them. We [f§nahtroduce a new
terminology:_financing foundation (FF) and evidettise particular nature of this
organization. FFs are the specific object of ogeaech. At the end of this first
chapter, we drawn on the specificities of FFs ghhight and discuss the specific
challenges they are confronted with, in particitathe context of Welfare State.

From Chapter 2, we study a specific management issue: strategy. fivgt

highlight the lack of an explicit strategic apprbagbserved in the foundation
sector as well as the lack of a framework to infdhm practices of foundations.
The aim of this chapter is to contribute to thisrstall by developing a strategic
conceptual framework for FFs. To do this, we revibe literature in the field of
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philanthropy with a strategic focus. We then bu#d meaningful strategic
conceptual framework for FFs that unites and ddies the fragments of
literature. Through the building of this concept@i@mework, we identify the
main and transversal strategic decisions FFs arearded with.

The objective ofChapter 3 is to detail the methodology followed, as welltas
population for our empirical research: the founolasector in Belgium. We adopt
a quantitative approach divided into two steps: fivet realize exploratory
interviews with Belgian foundations. We then cortdaccomprehensive survey
among the foundations in Belgium. The sample obthis presented. We finally
explain how the data collected will be analyzedatigh quantitative methods, in
particular cluster analysis and regression analysis

In Chapters 4, 5 and 6, we make a dialogue betweemesults of our analysis
and theories. In particular, i@hapter 4 we elicit three types of strategy from
among the financing foundations in Belgium. We HEraje these strategic
patterns based on the traditional models of philamy described in the
literature.

With chapter 5we deepen our understanding of strategy amond¥Bsalyzing
the results obtained through a theoretical pergmectVe return to the specific
issues of legitimacy and control faced by financfogndations highlighted in
Chapter 1 and discuss the link between these aadidiba of effectiveness
underlying strategy in the literature. We guidde®tion by using agency theory
(that studies the issue of delegation and con&mod) institutional theory (whose
core element is legitimacy). We reflect on how tliferent strategic patterns
evidenced in Chapter 4 can be seen, to some eateatiswer to the challenges of
control and legitimacy.

Finally, in chapter 6 we study the influence of a FF's founder on thésFF
strategy. To do this, we use imprinting theory thtates, for example, that the
profile of individuals at the time of the creatiparmanently imprints the strategy
of an organization. We make the link between thetesgjic choices emblematic of
the new practices of philanthropy and the profifetloe founder (i.e., age,

education, professional background, and belief).
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As evidenced in Figure 0.1, the first two chaptees the basis for the work,
through the context and the definition of financiogndations (Chapter 1) and
the development of a strategic conceptual framew®@hkapter 2). Further,

Chapter 3 details the methodology and the sampéd.uBhen, the subsequent
chapters bring together the empirical and the #texa contributions of our

research. The links between the quantitative amalyand the theoretical
frameworks used are given in Figure 0.2.

Figure 0.2 - Links between quantitative analyses ahtheoretical frameworks
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In our research, we thus address both dimensiomhitdnthropy: instrumental
and expressive (Frumkin 2006). @hapter 5 we investigate the instrumental
dimension of philanthropy through the issues oftilegcy and control faced by
FFs; these are seen as necessary conditions totieffg carry out FFs’
objectives. This gives a rather rational view oatgy. In addition, we approach
the expressive dimension of philanthropyQhapter 6 we study how the values
and the profile of the founder influence, to somteet, the strategic choices of a
FF. The instrumental dimension and expressive déinoenare not isolated, they
interact with each other (Frumkin 2006).






1 |FINANCING FOUNDATIONS : CONTEXT, DEFINITION AND
SPECIFIC ISSUES

In this first chapter, we aim to specify the foaisour research and in particular
the type of organization and the context we stdighancing foundations (FFs)

in the context of &Velfare State The objective of this chapter is also to identify
the specific related issues raised by this objacthis context; these are the
elements based on which we will articulate our alteeflection.

Our field of research is that of philanthropy. Teeek roots of the word
philanthropy reveal that it means the “love of huaitd. Philanthropy is an age-
old practice that has experienced significant ei@hover time. Philanthropy can
take many forms and in particular, it can be “orged’. In that case, it is
channelled through formal organizational structuri@iilanthropic foundations
are considered as the emblematic philanthropicnizgtions.

What is a foundation? A foundation is a non-profiganization that is private, in

the sense of its initiator, and that has a puhligppse. It also has the peculiarity
of having no members, that is to say no generanalsly. There is a high variety

of foundation types, which depend on the profileh&f founder and the mode of
action. We study financing foundations (FFs), aniaplogy we introduce, that

are a specific type of foundation that financesrithrough grants, debt and/or
equity. The issue of delegation is at the hearthif mode of intervention and

raises a specific issue of control.

Foundations exist worldwide and in various contekisthis research, we focus
on the context of a Welfare State. Even if today thodel is under pressure and
called upon to evolve, in this context, the Statdsiill) considered as the key
actor that is in charge of the public interest.sTihas implications in the study of
our phenomenon and raises specific questions rticplar the one of legitimacy.

This chapter is organized as follows: we first r@sthe overall context of our
research by giving a brief review of the historypbflanthropy. We then narrow
our research to “organized” philanthropy and in garular to foundations. We
define and present the existing types of foundatiem also review the roles
usually attributed to foundations in the literatuile a later stage, we define the
concept of a financing foundation (FF) and hightigis specificities. We finally
identify the specific issues, internal and extermalsed by such organization in
the context of Welfare State.
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1.1. What is philanthropy?

Philanthropy is a term that comes from the Greekdwghilanthropia (Sulek
2010); if we return to the roots of this womhilos (i.e. friends) andanthropos
(i.e. human being), philanthropy hence means ‘thre bf humanity”.

1.1.1. Definition

A philanthropist is a person who, out of naturadpdisition and goodness, is
inclined to love all men (Dictionnaire de I'’Acadénfrancaise 1762) through
actions that aim to improve the condition of hiofe men (Bescherelle 186%)
Philanthropy is a voluntary action for the publimog (Payton 1988).
Philanthropy is a very broad concept whose meaugiag vary according to
philosophical and cultural trends (Sulek 2010) I&tthropy covers a large set of
practices, structures and actors that evolve aswptd social, cultural, economic,
political and religious contexts (Lambelet 2014).

Nevertheless, among scholars, a commonly accegt@dtibn of philanthropy is
the following (Sulek 2010):the private giving of time or valuables (money,
security, property) for public purpose¢Salamon 1992:10). This encompasses all
voluntary resource transfers by private actorsetwesthe common good and to
improve the quality of people’s lives. Philanthrojycludes not only gifts
(transfer of money) but also volunteering (transiétime), provision of skills,
properties or giving access to a network (Givimghie Netherlands 2009). In our
research, we will mainly study philanthropy as tif@sfer of money.

Philanthropy is at the crossroads of the public prdate spheres. Philanthropy

has a double function; it allows specific societeleds to be met but also

expresses a philanthropist’s values (Frumkin 200®)s is corresponds to the

distinction made by this author between the insental and the expressive

dimensions of philanthropy. Indeed, philanthropy ¢® seen as a response by
(wealthy) individuals to both tackle social issue®d support the causes they
personally deem worthy (Sandfort 2008).

9 http://chaire-philanthropie.essec.edu/
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1.1.2. A brief historical review

Philanthropy has existed throughout history; nénedess, in this historical
review, we are mainly interested in the main evohg of the organization and
secularization of philanthropy. People often thithkat philanthropy is an
American concept but philanthropy is an age-olcttica that has known its first
golden Age in Europe (Adam (2004) cited by Schw®1Q)). Philanthropy
emerges in the United States only at the beginofrthe twentieth century while
it had already existed in Europe from the fourtbezgntury (Bishop and Green
2008). The evolution of philanthropy can be underdtin terms of three main
phase¥ (Figure 1.1). They correspond to a change of pamadn the way
philanthropy is seen.

Phase 1: Charitable philanthropy

The first significant phase of the history of theganization of philanthropy
begins in the Renaissance. Originally, philanthr@pin the hands of rich people
and takes place through the establishment of eelfgiinstitutions in order to
alleviate the circumstances of poor, disabled, iok people (Clough 1960);
hospitals, schools, and orphanages were amongs$irshénstitutionalized forms
of philanthropy. History is full of examples of jmthropy that are often called
charity. At the heart of this philanthropy, theselie act of giving. In Europe, the
roots of the development of philanthropy are tofdaend in the Judeo-Christian
tradition. The philanthropic spirit is seen as afethe noblest qualities of
civilized men (Eells 1958). In Christian theologyarity is a supreme virtue that
both points to the love of God and the neighbor dasreature of God), and
includes any charitable act performed freely torf@ghbor. Philanthropy is also
a means to assert social inequality. Socially, pean elites tried to use pro-poor
aid to stabilize the existing social order, whitteyt presented to the poor as
infallible and therefore as legitimate and immugalfban Leeuwen 1994).
Between the sixteenth and the eighteenth centwiiband religious wars hinder
the development of philanthropy. Nevertheless,ilitkmow a renewal during the
Enlightenment. During this period, philanthropy negatively perceived; the
reason is that helping the poor is no longer remeghas something positive
because it encourages a dependency relationskipit(encourages the poor not
to work and increases unemployment issues). Ths$ fihase characterizes the
Old Continent. This phase initiates the beginnih¢he progressive organization
and secularization of charity (Charbonneau 2012)\ertheless, it is mainly
characterized by the act of giving.

10 Some authors such as Bishop and Green (2008), for example, distinguish five golden ages in the
history of philanthropy that are related to the industrial era.
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Phase 2: Scientific philanthropy

The development of philanthropy then experienceseeond phase with the
industrial era that begins in the nineteenth cemtltr is at this time that
philanthropy appears in the United States with emiltic entrepreneur-
philanthropists such as Carnegie (1835-1919) arcké&teller (1839-1937) and, a
little later, Ford (1863- 1947). In the United @&t history of philanthropy is
rooted in the Protestant tradition that consistgining back to society” (Abélés
2003). These philanthropists of the nineteenth tarehtieth centuries sought to
distance themselves from the conventional notiomt@rity and adopt a more
rational approach to giving, which is called "s¢ifén philanthropy" (Bremmer
1956; Carnegie 1906). This new generation of pthiapists makes three main
criticisms of charity: first, it posits the needy an inferior state, it is only
palliative to the symptoms of poverty, and it lagksfessionalism. By contrast,
the modern philanthropy they promote is proactitéafgets the causes, not only
the symptoms, based on science and reason andngerlwith religious and
emotional drivers), delocalized (it goes furtheartithe interpersonal dimension
inherent to charity), and autonomous (it valuestional treatment instead of a
religious one) (Lambelet 2014). The social isswddressed by philanthropy are
then enlarged and are not limited to the suppoth®feedy. The act of giving is
no longer the only essence of philanthropy; philesptists are interested in acting
meaningfully and to make a difference; reason & itimin driver during this
phase.

It is also during this second phase that philagicrdoundations are created
(Aksartova 2003). This phase corresponds to a gh@vleen most of the developed
countries experience an organizational revolutdeyer and Scott 1992). In the
United States foundations have since then beenopdhte national system. The
immense resources that were put at the disposdheoffirst foundations by

philanthropists such as Carnegie or Rockefell@wah them to go beyond the
traditional and local issues addressed by charjdésartova 2003). In Europe,

the raison d’étre of foundations is linked to drémahanges that occurred
between the 16 and the 2D century. While the French Revolution of 1789
prevented the creation of foundations or other @ations, the 19th century

allowed them to enjoy a legal status.

Phase 3: Strategic philanthropy
In the late 90s and early 2000s, philanthropy is@eéhrough a third phase. This
revolution takes root in the United States, momxjzely, in the famous “Silicon

Valley” in California with the emergence of what isalled “venture
philanthropy”. In Europe, it emerges a little lateith the creation of the
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European Venture Philanthropy Association (EVPA)2B04. At this time, in

Silicon Valley, the dot-com boom and its new milligres emerge, the high-
techers who have made a fortune with innovativéirtetogies combined with

practices inspired by venture capital (Frumkin 2003aithful to the American

tradition of “giving back to society”, these higbehers engage in philanthropy;
but contrary to Carnegie, Ford or Rockfeller, thee rarely from large and
wealthy families and for many it is a first contaath philanthropy. They note

that in the field of philanthropy, the gifts aretasf personal and without any
strategic aim and long-term engagement (Brest 20@dy 2008). According to

these new philanthropists, the methods currentiyg us the field of philanthropy

do not allow a significant social impact to be ¢eela(Frumkin, 2003).

Venture philanthropy is the result of a collisidnwo worlds: the business world
and the world of philanthropy. It has a specificds on impact; the effectiveness
of the action is a key element. In addition, itl&racterized by high-engagement,
either in a longer time horizon or by the provisioh non-financial support.
Philanthropy thus becomes professional, inspiredheybusiness world (Letts,
Ryan, and Grossman 1997). The idea of venture mghilapy is to apply the
principles of venture capital to the field of pimtaropy. We talk of strategic
philanthropy in the sense of an engagement thralegr objectives, based on
strategies driven by data where philanthropistseagaged, and that is subject to
rigorous evaluation (Kania, Kramer, and Russell0The pure gifts are no
longer the only means to support beneficiariessahphilanthropists take the
posture of investors (i.e. they use debt and/oit@oand want to create impact.

The field of philanthropy experiences unprecederthdnges; it undergoes a
renewal through new forms, new tools, and new nutt{8alamon 2014). Today,
philanthropy plays an increasingly important rote the development and the
support of multiple societal interest activitiess it in the field of culture,

scientific research, conservation or rehabilitatioh heritage, social action,
developmental cooperation or environmental pratec{Schuyt 2010). The way
philanthropy is conceived today is still stamped this historical evolution.

However, it would be simplistic to assert that rghilanthropists have reinvented
the wheel. One rather considers that they haveated a shift in the way

philanthropy is conceived today (John 2006; Mood98).

Philanthropy has existed throughout history; nénedess, in this historical
review, we are interested in the main evolutions tleé organization and
secularization of philanthropy. People often thithkat philanthropy is an
American concept but philanthropy is an age-olcttica that has known its first
golden Age in Europe (Adam (2004) cited by Schw®1Q)). Philanthropy
emerges in the United States only at the beginofrthe twentieth century while
it had already existed in Europe from the fourtbergntury (Bishop and Green

15



1| FINANCING FOUNDATION

2008). The evolution of philanthropy can be underdtin terms of three main
phases (Figure 1.1). They correspond to a changpacddigm in the way
philanthropy is seen.

Figure 1.1- The history of philanthropy: three phases

Renaissance Industrial Era

Traditional Modern New
1300 philanthropy 00 | philanthropy 2000 philanthropy

Charitable Scientific Strategic
philanthropy philanthropy philanthropy
) Essence: Essence:
Essence: to give to rationalize to have impact

1.2. Foundations: a type of “organized/structured” philanthropy

Philanthropic actions can take various forms: freolunteering, regular or
occasional, to timely monetary gifts, in the caba aatural disaster for example,
or a gift of competence. But, beside the one-dffatives, philanthropy can also
be organized. According to Frumkin (2006), we carlanger conceive of giving
only as an act that makes a link between isolatdividuals and social causes;
philanthropic funding is now delivered by instituis and organizations that stand
between the donor and the recipient. In our rebeawe are interested in this
specific type of philanthropy; this means a phimapy that is structured and
essentially monetary (contrary to volunteeringdrample).

1.2.1. Definition

“Organized philanthropy”, also called “structurethilanthropy” encompasses
“the set of private initiatives aimed at the pubjood that are channeled through
the creation and/or control of ad hoc independerdlyverned not-for-profit
organizations (foundations, associations, charjtieendowments, charitable
trusts, etc.)’ (Rey and Puig 2010:1). In this research we arerasted in
foundations, which are a specific type of organighdanthropy. Foundations are

16



1 | FINANCING FOUNDATION

considered as the archetype of philanthropic omgdioins (Rey-Garcia and
Alvarez-Gonzalez 2011). Foundations have a lontphisn most of the world’s
cultures (Anheier and Daly 2004). They are amorgy aldest existing social
institutions (Anheier and Leat 2013). There is hdjersity in terms of history,
cultural and political contexts and legal frameve(lnheier 2001). Depending
on the country, the meaning of the term “founddtiearies’. Indeed, there is a
high diversity of legal systems that lead to difexd application in terms of
rights and control (Anheier and Daly 2004). Nevelgss, the definition given by
Anheier is commonly accepted among scholars:

A foundation is anon-profit organization that is private, non-membership
based, self-governing and that serves a public pugse(Anheier 2001).

A foundation is an organization that servgsialic purpose. The very specificity
of a foundation is that it pursues the public iegty it intervenes in educational,
health-related, social, research-oriented, andu@llprojects, etc. This feature is
crucial because there are organizations labelaghtfations” that do not pursue a
public purpose, these foundations which have pealsabjectives (such as
personal enrichment, for example) are out of oseaech scope (this remark will
be expanded upon in Chapter 3, where we selectirotial population of
foundations for our empirical research in Belgiuin)this research, we focus
on foundations that serve a public purpose

In the literature, different terms are used to dbscthe purpose of actions or
institutions which are deemed to be of interest wopulation as a whole. Public
good, common good, public purpose, public benpfiblic interest, and general
interest are among these terms. The distinctiomwdmt them is sometimes blurry.
There are two key components that come into plagnmhe talk about “public

interest”. (1) the decision-makers are not the adirbeneficiary of “public

interest” actions and (2) the service or good effehas direct effects on the
beneficiary but the effect also goes beyond. Ttat iomponent is the fact that
the beneficiaries of a foundation are not those miase the decision (Gui 1991).
Founders, donors or directors do not make decidionthemselves; they make

1 According to the Foundation Centre (www.foundationcenter.org), a foundation is a “non-
governmental entity that is established as a nonprofit corporation or a charitable trust, with a
principal purpose of making grants to unrelated organizations, institutions, or individuals for
scientific, educational, cultural, religious, or other charitable purposes”. According to the European
Foundation Centre (www.efc.be), a foundation is a “separately-constituted nonprofit body with its
own reliable source of income, usually but not exclusively from an endowment or capital, has its
own governing board and uses its financial resources for educational, health-related, social,
research oriented, cultural or other public benefit purposes either by making grants to third parties
or operating its own programs and projects.”
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decisions for others by defining their target banafies and their field of
intervention. The mission of a foundation is to atee public value; this is
guaranteed, among other factors, by the non-digioib constraint; a foundation
cannot provide its founders or donors with any maltegain (Salamon and
Anheier 1992). The second component requires tigtattion of a foundation
benefits the population as a whole, even if indiyecThis contrasts with the
selfish interest. It means that even if a persoa group of people is not the direct
beneficiary of a specific “public interest” projeat the end, it also benefits them
(e.g. they live in a fairer society, they like artd they are happy that art projects
are supported, they know that they may be subgedidease and feel confident
that medical research is undertaken). This comstraith “private gootf” that will
only have an effect on its “beneficiary/customeg’g( food, clothing). In this
research, we mainly use the term “public interesttl in the specific case of
foundations, we also use the term “public purposdiich is line with the
generally accepted definition of foundations gibemAnheier (2001).

Furthermore, a foundation ispaivate organization in the sense of its initiator. It
is constituted separately from the State. A fouiodatis an autonomous
organization with itsown internal governance rules and proceduresin
addition, a foundatiotacks a membershipand the decision-making power is
concentrated in the hands of the board of directbeye is no general assembly
(Rey-Garcia and Alvarez-Gonzalez 2011). A foundai®a vehicle that gives a
high degree of freedom to its founder(s); among®ho appoint the directors
who will act in line with his expectations. As wallvdiscuss at the end of this
chapter, this specific organizational structuret tizarather autocratic raise a
legitimacy issue for this actor that intervene hie sphere of the public interest,
especially in the context of Welfare State.

And finally, a foundation is aon-profit organization; a foundation does not
distribute profits to those who own and managefthmdation (Mertens 2010).
This also testifies to the fact that the primaryegbve of a foundation is not to
make profit. A foundation is a not-for-profit orgaation. A foundation is
characterized by an irredeemable and voluntarygassnt of property (e.g.
money, artistic heritage) to a particular causpuddlic interest.

In its more traditional form, mostly in the Unit&tates, a foundation was also
characterized by an endowment and a sustainabbgigac A financial capital is
endowed to the foundation and the annual returrisvastment of this capital are

12 Economists define the “public good” by relying on two criteria: the degree of excludability and
the degree of rivalry. According to Ostrom (2010), a public good has a low degree of excludability
(people who have not paid for the good can benefit from it) and a low degree of rivalry (the
consumption of the good by a person does not limit the consumption of it by others).
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used to support the mission of the foundationhis $ense, foundations are a very
atypical organization because by essence, they, gather than seek, funding
(Aksartova 2003). Today, in particular in Europeesees foundations that raise
money in exactly the same way as other non-praofiaizations do (Anheier
2001). Similarly, while foundations were characed for a long time by their
long-term vocation, limited life foundations appeiar which the capital is
consumed in a limited period of time (Ostrower 2009

1.2.2. Taxonomy

There is a huge variety of terminology used to llalmeindations, such as:
grantmaking foundation, operating foundation, caao foundation, family

foundation, community foundation, mixed foundatiett, The sector of foundations
is highly heterogeneous (Anheier and Daly 2007)s Tich tapestry of foundation
forms makes the understanding of the foundatiotos@sore complicated (Hopt
and Reuter 2001).

The type of foundation can be distinguished malaged on the founder’s profile
and on the mode of action (Figure 1.2). First, fiations differ according to the
type of founder. Indeed, anyone can be at the origin of the aeatf a
foundation: a physical or legal person (e.g. conuméicompany and non-profit
organization). It is also possible to "found" alomewith others: with family,
friends or actors concerned about the same causee dpecifically, a corporate
foundation is a foundation sponsored by or relabea company (Anheier 2007).
A community foundation, in turn, is characterizedageographical focus and a
corresponding representative nature of the boararng@n 2001). A family
foundation operates with the hands-on involveménaro active donor and/or
donor family (Lawrence 2002; Moody, Knap, and C&@d.1).

Depending on the founders, the resources put atigmosal of the foundation
also vary. In the case of a corporate foundatiespurces that the company can
make available to "its" foundation are diverseytimelude not only the financial
resources of the foundation (usually in the forncagh flows, because it does not
have an endowed capital) but also the cost of ysafthe employees, the pro-
bono expertise and the working time of its empley@®rporate volunteering). A
community foundation in turn has a specified comityurdinked purpose
supported by a pool of revenue and assets from reetyaof sources. A
government sponsored foundation is a foundationditiaer is created by a public
body or supported by the public sector for eithedavment or operating
expenditure (Anheier 2007).
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Figure 1.2- Foundation taxonomy
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Second, the type of foundation varies accordinghtgir mode of action In
particular, a distinction is made between operatmgdations and grantmaking
foundations (Anheier 2007). A foundation is saidb® operating if it directly
operates its own programs and projects, based awit staff (Frumkin 2006). In
turn, a grantmaking foundation is a foundation timakes grants to recipients; a
grantmaking foundation does not take charge of itn@lementation and
operationalization of projects. Grantmaking fouimla thus create value through
others (Porter and Kramer 1999). A foundation daa eombine both aspects and
is then qualified as a mixed foundation.

1.2.3. Roles

In the literature, different roles are attributed@undations, and more broadly to
philanthropy (Prewitt (1999); Porter and Kramer 93P Frumkin (2006); and
Anheier (2001)). These authors recognized amongersththe roles of
redistribution, pluralism and change.

The role of redistribution consists in redistrilmgti the primarily economic
resources from higher to lower income groups (Rted®99). Foundations
channel funds to the less affluent parts of theutaiwn. The role of foundations
is thus automatically linked to that of the Staieatcertain extent. Foundations
can complement or supplement the role of the Statthe sense of serving
otherwise undersupplied groups under public budgestraints. Foundations can
also substitute the State and become providersubligpor quasi-public goods
otherwise or previously supplied by the State (Aahe€007). Additionally,
foundations can start pilot projects that will tHentaken over by the State; this is
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related to the third role. The positioning of foatidns from the State is thus
diverse; foundations can also have an adversaalionship or an autonomous
relationship with the State (Frumkin 2006).

Pluralism is a second role attributed to foundaidfoundations act to protect
civil liberties against the State and as a cha#éleng social, economic, cultural
and environmental policy (Anheier 2007). Foundatipnomote differentiation in

thought and diversity (Prewitt 1999).

Foundations are also recognized as having a ratbarige. They promote a fairer
society, highlighting needs and empowering the adlyciexcluded (Anheier
2007). Because foundations are free of market alitiqal constraints, they have
the potential to trigger and support the desireghgle. They have an innovational
function; they can be an innovative actor in so@afceptions, values, and
relationships. Foundations also have the role e$gnvation; they are a key actor
in preserving traditions and culture.

In addition, the idea of efficiency is often asdated to a foundations' role.
Nevertheless, efficiency is not a role as suchratiter something that is part of
the discourse around foundations and a desirethwdtom of the foundations
action. Some authors, such as Porter and Kramé&9j18nderline the potential
of foundations to be effective by making links witte business world. In their
view, because foundations are free of political aratket constraints they should
be more effective. Prewitt (1999) also said thanfiations can offer services and
allocate funds more efficiently than markets andegoments could. Foundations
are seen as having the potential to make morete#ease of scarce resources
than either individual donors or the governmenteFfrom political pressures,
foundations can explore new solutions to sociablerms with an independence
that government can never have. And compared waithvidual donors,
foundations have the scale, the time horizon, hagtofessional management to
create benefits for society more effectively (Pori@nd Kramer 1999).
Nonetheless, foundations are often challenged &irhbeing effective enough
when they could. We will further come back to titisa when we will specifically
address the management issue of strategy from @hpt

1.3. A new terminology: financing foundations (FFs)

With the wave of the “new” philanthropy, the tergrantmaking” foundation has
become too restrictive. In this section, we suggesew terminology that takes
into account the recent evolutions in the fielgpbilanthropy.
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1.3.1. Definition of FFs

By definition, the term “grantmaking” only encompas pure grants and does not
include the new additional mechanisms availabledoy out a philanthropic
mission (e.g. debt, equity) brought by venture gitthropy. Indeed, the tools at
disposal of the foundations to finance third partiave been enlarged (Mair and
Hehenberger 2014). We introduce the terminoldiiyahcing foundation (FF)”

to correct this misalignment between the curreatiices and the literature. We
define a FF as a foundation supporting recipieritis grants, debts and/or equity;
what differentiates a FF is thus its mode of acfieigure 1.3). It should be noted,
however, that the operationalization of this temhagy is conditioned by the fact
that the regulatory conditions allow foundationsrtake loans and shareholdings
(which is not the case in France, for example). ¢bee activity of a FF is to
finance others; what characterizes the action BfFas thus the existence of a
monetary flow between FFs and their recipientsfédl.4). A FF is a peculiar
organization in the sense it provides its recipigith funding. The recipients are
then in charge of the concrete implementation gretationalization of projects.
The choices a FF is led to make are then relatethisoactivity of financing
others.

Figure 1.3- Types of foundation according to their mode of a@bn

Dlrec.t Grants Debt Equity
operation
Operating Grantmaking
Mode of foundation foundation
action
Mixed
foundation
FINANCING
FOUNDATION

The recipients of FFs can be either individual perating intermediaries. In the
case where the recipient is an individual, he reemoney directly to carry out a
specific project. Even if FFs have a direct linkiwihe target beneficiary, what
FFs do is only to finance it. When FFs direct tHaiancial flow to operating
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intermediaries, these intermediaries implementgatsj and programs with the
target beneficiaries.

Figure 1.4- Core activity of financing foundations (FFs)

FINANCING
FOUNDATION
(FF)

FUN LOW

Individuals -.,...RECIPIENT Oper'atu}g
organization

Programs
Target ™. & project
-, beneficiaries : implementation

When FFs finance individuals, they entrusts pewojille the task of taking care of
themselves and using the money they provide thettm Whis funding flow can
take different forms: grants, debts, or equity, @ath be combined with non-
financial support in certain cases.

A FF is thus a foundation (i.e. a non-profit and pivate organization that is
non-membership based, self-governing and that sersa public purpose) that
finances recipients with grants, debts and/or equjt

1.3.2. Defining features of FFs

FFs thus belong to an economic sector that emémdependently of markets and
the State (Von Schnurbein 2010; Arrivillaga and ®Bohnurbein 2014). FFs are
not the only organizations that finance others;Stette also has this role, as well
as the organizations that operate in markets. Nesless, FFs are very unusual
organizations in the sense that they combine mriead public logics. From this
perspective, FFs can be seen as hybrid organization

To illustrate this hybridity and the specific issuhat are raised in the case of
FFs, we compare FFs with two other actors, a fofipand a non-profit, that also
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perform financial intermediation. We consider sdimhg public bodies and for-

profit investment funds, which have a similar imedir action of financing. We see
these organizations as an ideal-type in the seh¥eéeber; the reality is in fact

much more complex. An ‘ideal type’, in the Webersanse, is an intellectual
construction obtained by accentuation of certaditdrof the considered subject
(Coenen-Huther 2003).

We compare these financing organizations accortiinghe three constitutent
components of the definition of a FF presented iptesly: the ultimate goal, the
logic of action and the financing tools.

The ultimate goal

A subsidizing public body finances social missiamshe interest of the citizens
of a country. Its mission is to create public val@dor-profit investment fund, in
turn, is a private organization that aims to getgef@gmancial returns for the
investors ( Jensen 1998). The goal of a for-phaffestment fund is to capture
value for its investors. These notions of valueattom and value capture
differentiate the ultimate goal of organizationald€ creation is considered as a
key notion in management literature (Lepak, Smahd Taylor 2007). It is
measured at the level of the society or the systam,is the net increase of the
utility of all society members (Mizik and Jacobs@003). Value capture,
measured at the organizational or unit level, & dppropriation of a portion of
the net value created by the activity (Mizik and@alzson 2003). For for-profit
organizations, there is a clear bridge betweenevaheation and value capture
processes via price mechanisms. In the case oprafit-organizations, the non-
distribution constraints prohibit value capture ér-profit firm will have as
primary goal the maximization of value capture whilon-profit organizations
will be predominantly driven by value creation (88n2012). In the specific case
of foundations, in their more classical form (f@undations created based on an
endowment which is invested in order to generatemees to support their
mission), foundations are also interested, to sertent, in value capture to be
able to financially support their grantees. Newedhks, this is not the primary
goal of the foundation. The ultimate goal of a BFhbt to create value for its
founders or donors; it aims to achieve a socialsiois of public interest. The
purpose of FF is to serve a public purpose anddhreste public value.

In addition, the effective achievement of a FF'ssion is difficult to evaluate.
The objective of FFs is to create a social imp#tg is much more complex to
measure compared to a financial return. The natugeFF’s mission thus raises a
specific issue of evaluation.
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The logic of action

Whereas the mission is politically mandated in tiase of subsidizing public
bodies (Moore 2000), the definition of the miss@ma FF is at the discretion of
its founder(s). In a democratic country, a subgidizoublic body’s mission is
based on the choices of the median voter; theigalibutcomes reflect his
preferences (Holcombe 1989). The decisions of dngorfofit investment fund in
turn are also at the discretion of its investors.

From this, two main elements emerge. First, whileFaand a subsidizing public

body share similar ultimate goals, a FF contrarg subsidizing public body does
not have direct information or a democratic basisaich it can determine the

most pressing and advocated social needs. FF faaimd#ead rely more on their
desire to act for the public interest or their iptetation of the existing needs that
must be addressed (this refers to the expressimerdiion of philanthropy). The

action of the public subsidizing bodies is in tefraracterized by its universality
and fairness and anchored in an objective retwm fthe population (via the

vote). Second, in the case of FFs, the decisiomsrade by private actors but,
contrary to for-profit investment funds, the fourslare not the beneficiaries of
their decisions. They make choices for the bergffibthers, and it is more

complex because FFs do not always have at thegioskd all the information they

need to make their decision (contrary to investein® have information on the

market and have self-objectives).

These financing organizations also differ with melgéo the resources at their
disposal to achieve their ultimate goal. FFs atalivected at generating incomes,
in comparison to incomes generated by governmentsekacting taxes
(compulsory payment) and markets by creating firdnsurplus (profits)
(Arrivillaga and von Schnurbein 2014). The existnt FFs is conditional on the
willingness of private individuals, founders or dos, to allocate financial wealth
on a voluntary basis to realize the FF's missiohe Togic is the same as that
followed by investors who want to create finandimbact, while FFs aim to
create social impact. In the case of a for-praofieistment fund, the contributions
of investors are by essence voluntary. The reseuofehe subsidizing public
bodies, on the contrary, are generated by the iseesystem of taxes. The
citizens of a country are constrained to pay tikegand contribute to the public
interest.

In addition, the question of resources is closaligdd to that of accountability.
The governance structure of FFs, by which the deeisaking power is
concentrated in the hands of the board of directorakes FFs accountable
basically only to donors and founders. In the cafs¢he for-profit investment
fund, the accountability is also directed towartls investors “who pay for
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themselves”. Contrary to subsidizing public bodmsessence, FFs do not have a
vocation to be democratic. A public subsidizing ypadd accountable to the
citizens of the country who pay their taxes. Ndwddss, because FFs benefit
from a favorable tax system, they are also accbimta civil society at large.

The financing tools

By essence, a subsidizing public body grants sigssidven if, under certain
conditions, it can use debts and equity. A for-profvestment fund, in turn,

finances operating intermediaries with debts oritgguAmong these three

financing organizations, FFs have the largest firantoolbox at their disposal.
They can chose between the three financing supgeftsare very specific actors
because they can combine financing instruments @hatin line with a public

logic (grants) or ones that are in line with inwvesht logic (debts and equity).
Depending on the underlying social needs, the aeatfirthe project supported,
and the financial sustainability of FFs, a FF \wkke different decisions to carry
out its mission. In addition, FFs can directly soqppndividuals, compared to
subsidizing public bodies that mainly support oigations. FFs can also provide
their third parties with additional non-financialpport.

The elements hereby discussed are summarized ite Tab according to the
three key dimensions that constitute the essendé-sf ultimate goal, logic of
action and financing tools. FFs share similar wdtiengoals to subsidizing public
bodies; they finance a social mission and aim éater value for a target group of
beneficiaries; this will further have a positivepgatt on the society at a whole.
The logic of action of FFs in turn is closer tottlwd the for-profit investment
fund; it is at the discretion of the founders wholuntarily contribute. And
finally, the financing tools at the disposal of FEmcompass those of the
subsidizing public body and the for-profit investrhéund.
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Table 1.1 - Key dimensions of financing organizatits
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In the light of the elements discussed above, gmsibns emerge in the case of
FFs. The first issue is linked to the primary drieé FFs while the second lies in
the nature of the obligation.

Primary driver

In the case of a for-profit investment fund andud#ssdizing public body the
primary driver is essentially rational. In the cadeFFs the driver can be either
rational or emotional. Indeed, while for the twhiat financing organizations the
definition of the mission is made objectively, bdsen the financial return
expected or the median voter preferences, the eha@itthe foundation are more
subjective and based on founders’ opinions; thasufe is even more accentuated
because of the specific governance structure ohdations. Because FFs
encompass a very private dimension it automatidalplves the values of the
founders. This does not mean that the driver caberotational; the mission of
FFs can be defined based on the most unmet oripyasseds on a very rational
basis. This rather indicates that FFs are hybrithensense of being driven by
rationality and emotionality (the relative importanof these can vary). FFs face
the challenge of balancing the private needs ofdbaders and the public value
to be created (Frumkin 2006).

Nature of the obligation

A second tension then emerges when we considdmingcing tools available to
FFs, is a tension between an “obligation of meamsl an “obligation of results”.
Despite the emergence of new public managemeheihate 1980s (Hood 1995),
the action of a subsidizing public body is still img@ characterized by an
obligation of means in the sense of what mainlytematin this situation is that the
means put at the disposal of the recipients arectly used and managed; few
attention is given to the achievement of the objestpursued as such. The for-
profit investment fund, in turn, has an obligatioinresults. What matters above
all is the achievement of a certain financial retuin the case of FFs, the
positioning according to this dimension can vanglded, FFs can have a different
level of requirement towards their third parties.the case of an obligation of
means, FFs will require their third parties to oplpvide them with financial
justifications. Whereas FFs that have an obligatbmesults will require their
recipients to justify the impact created. The exise of a tension between an
obligation of means and an obligation of resultthiss consequence of the recent
evolutions experienced by the field.
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Figure 1.5- Nature of obligation and primary driver
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As evidenced in Figure 1.5, the nature of FFs leéadms action that is wider than
that of the for-profit investment fund or the suliging public body. It is more
complex because FFs can combine both types of aildig and rely on both
emotionality and rationality.

At this stage, we understand that FFs will be tethike some specific choices in
the social mission they want to achieve and how thant to do it. A FF’s action,
by its nature, combines the private and public dotdiat make FFs a unique
organization.

1.4. Specific challenges for FFs

After the presentation and the review of the charétics of FFs, the aim of this
section is to discuss the specific issues raisedhby distinct features, in the
specific context of European Welfare State whickhis one of our research. To
address the challenges FFs are confronted withdistanguish on the one hand
the direct beneficiaries of FFs (their recipierdsd on the other hand all those
who are not direct beneficiaries. This distinctinakes easier the identification of
the specific issues FFs are faced with. As we fuilther detail in this section,
these two types of stakeholders mainly confront WS respectively an issue of
control and an issue dégitimacy. There is also a transversal issue that is the one
of ethics surrounding the existence of FFs andrtBpecific organizational
structure.
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Furthermore, to understand the challenges face@Hsy it matters to specify the
overall context of our research that to some ex@bapes the issues faced by FFs.
It is why, before analysing these issues, we bratfly give some figures on the
European foundations sector. We then clarify incltgontext our research takes
place: the context of Welfare State.

In this section, we will talk about the foundatiosexctor and the foundations in
general. Nevertheless, we are aware that thereest gliversity of actors and
organizations behind. This means that the elemeatare going to underline here
are not always relevant for all FFs. The importaoicthese challenges may vary
from a FF to another depending on various factarshsas the field(s) of

intervention, the leader role a FF can play, theunity of FF, the financial and

human means of FFs...

1.4.1. Research context

A European foundations sector in growth

During the last few decades the number of Europeamdations has exploded, as
has their economic weight. In Europe the numberfoafndations exceeded
129,000 foundations in 2014 with correspondingltesgenditures of more than
54 billion euros and total assets of 433 billiommosu(Fondation de France and
CERPhi 2015; DAFNE 2014). In addition, the legaldafiscal frameworks
governing foundations have evolved in many Europeamtries, indicating a
renewed interest in this type of organization (Fadiwh de France and CERPhi
2015).

The field of foundations also structures itselfdsgating networks involving key
stakeholders of the field (e.g. Centre FrancaisFewlations, Fédération Belge
des Fondations Philanthropiques). In addition,récent years, research on
philanthropy has been developed by European schadanong others, through
the European Research Network of Philanthropy (ERN®ww.ernop.ei

If we contrast the European foundations sectorht® well-known American
foundations sector, we observe that European ghilapy compares favorably
with American philanthropy (Fondation de Francd &ERPhi 2015). In 2014,
the vitality (i.e. the ratio of spending/total as3eof European foundations
(12.7%) is higher than that of American foundatig8<%). This may appear
quite surprising giving that European foundatiom®ntrary to American
foundations, do not have pay-out ratio requiremanterican foundations in turn,
are required to spend annually at least 5% of #gmilowment (Steuerle 1971)
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addition, the proportional spending of gross dormeptoduct is equivalent
(0.45%) (Fondation de France and CERPhi 2015).

The Welfare State

In this section, we give some key elements to wtdad the context of Welfare
State; nevertheless, we do not go into the def@iiss is not the object of our
research as such.

The term “Welfare State” is ambiguous (Merrien 200 strictly means the
monopolization by the State of the functions ofialosolidarity. Nevertheless,
there is no country where the State fully mobilizbe functions of social
solidarity, the realization is always partial (Merr 2007). In the literature,
different types of Welfare Stdfeare identified (Olivier 2014). The Welfare
Staté’, as associated to the UK, is also distinguishethfthe Social State
which is the terminology used to characterize tlegn@n State (Merrien 2007).
The notion of a Welfare State expresses the ide& ith a society where
intermediary bodies, such as the family or profassi bodies, are not able to
fulfill a role of solidarity (i.e. an atomized sety), the State is necessarily called
upon to intervene, but in so doing it potentialduces natural solidarities
(Merrien 2007). In the context of a Welfare Stdtes plays a key role in the
protection and promotion of the social and econon@li-being of citizens under
the principle of equality of opportunity, equitabdgstribution of wealth, and
public responsibility.

Today, the model of the Welfare State is challengrmlizeau 2016); it is turning
into what is often referred to as “new welfarisitaf der Veen 2009). Even if in
the literature the Welfare State remains an idgad;tthe use of this term tends to
disappear in favor of other terminologies such eiva social state, social
investment state, or investor state. While socistéitlarity was at the very heart
of the model of the Welfare State, recent trendsl ® an individualization of
rights. The social investment state is defined amaalel in which the State
focuses on investment in human capital and enhagenof individual
opportunities (e.g. Giddens (1998); Esping-Ander§001)). These trends are

B Olivier (2014) distinguished the liberal Welfare State, the corporatist conservative Welfare State
and the social democratic conservative Welfare State.

1 According to Merrien (2007), the English Welfare State and the French « Etat-providence » do
not exactly cover the same reality. Nevertheless, in English, as far as we know, there is no other
term than Welfare State to describe the context in which the State is in charge of the public
interest.

> The notion of the Social State differs from the one of Welfare State in the sense that it is
associated with a strong intermediate body (such as trade unions and professional and employee
associations).
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reinforced by a lack of effectiveness often alleggdinst the Welfare State. The
effectiveness of public action is challenged areltfodes of intervention of the
State are called upon to evolve (e.g. the Euro@anmission consider the State
as an investor for social progress (Rodert 2014)).

Having these elements in min, in this researchygeethe term “Welfare State” to
designate a context where the State is still cemstlas the natural and legitimate
actor to deal with the issues of public interestisTis the context of Belgium in
which we will conduct our empirical research (CleaiR).

1.4.2. FFs and their direct beneficiaries

A control issue

By direct beneficiaries, we mean the recipientthéziindividuals or third parties)
that are supported by FFs through the provisioa fifiancial flow. As previously
explained, FFs do not directly operate their owojguts; they have an indirect
action. At the heart of FFs action, there is a gltien issue that raises a specific
control issue In order to fulfill their mission, FFs need toseine an appropriate
behavior of their recipients. This encompasse®nlyta good use of the financial
means put at their disposal but also the achieveofethe objectives on which
they are committed and why they have received suipfpom FFs. FFs are
confronted with the need to control and monitor ttha recipients do in order to
ensure the achievement of their own objectivesothrers word, FFs entrust a
recipient to be in charge of the operationalizatafnprojects, whose success
determines the accomplishment of the FF's missiBrom a management
perspective, FFs are led to deal with this inteisale of control. Given the
growth of the sector and the large financial resesitransferred to recipients by
FFs, this issue of control is crucial in order ffeetively advance public interest
issues.

What makes this issue of control particularly commplis the question of
evaluation. To evaluate an action means to idenliéy effects of the action in
terms of the predefined objectives (Mertens de \&fiibrand Marée 2012). These
authors distinguish the realization, the outconmg, the impact of an action. The
recent evolutions in the field of philanthropy hgdaced impact at the heart of
the concern. Non-profit organizations, FFs inclydeé increasingly motivated to
measure their impact (Arvidson and Lyon 2014). Tisisxplained, among other
reasons, by the isomorphic pressures in the ndiit-prorld that FFs are part of
(Leat 2006). This trend is becoming more prevalbetause the field of
philanthropy is moving from a position of “fundand forget it” to another that
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sees the funding as an investment (Leat 2006). Miteless, in the non-profit
sector measuring the achievement of a missiongkhhicomplex (Ebrahim and
Rangan 2014). Philanthropic organizations do novehat their disposal
benchmark on which they can position themselvesinfkm 2006). In the
specific case of FFs, to be able to determine ihgiact (we will come back to
this in the next section), FFs first need to bes ablevaluate the fulfillment of the
objectives of the recipients by the recipients thelves.

An accountability issue

In addition to this issue of control, the relatibips between FFs and their
recipients is characterized by a high power of asginy (Toepler 2006). The
existence of a funding flow from FFs to their reéemqd creates an inevitable
situation of power. FFs and recipients are not egquaractice; most of the time,
recipients are dependent on the financing of FRerf is a cleavage between FFs
and their recipient; this makes their relation cbogped and makes difficult an
open dialogue between these two parties (Ostramaer Schervish 1990).
Because of this imbalance, FFs are faced withsarisfaccountability (Toepler
2006). This may emerge from third parties thatrarepart of this philanthropic
relation and that may challenge FFs. In others sjoFFs have responsibility
towards their recipients in particular.

1.4.3. FFs and all those who are not their direct benefiigs

The second category of stakeholders FFs deal wnatlalathose who are not their
direct beneficiaries. We will mainly focus on th&ate and the civil society in
general.

An accountability issue

In addition to the issue of accountability raised the specific nature of the
relationship between FFs and their recipient, tlaeestwo additional reasons why
FFs are faced with an issue of accountability:rthaiing benefits from tax break
and it has effect on other people (Toepler 2008&jilaRthropy that is the
voluntary affectation of private money to a pubpigrpose differs significantly
from any other private consumption (Toepler 2006).

FFs benefit from an advantageous tax system; tkpams why they are
accountable to the society. There is a responyibditr FFs to use their funds
wisely and effectively because a part of the ceshireality taken in charge by
the government (and the society as a whole) infdh@a of forgone tax (Brody
1997). FFs are accountable to civil society assaltef this tax exemption. It is
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to some extent presumed that foundations’ assetpulic money (Brody and

Tyler 2010). In a sector in growth in which theeaf FFs is potentially called to
become more important (and complementary to the ainthe Welfare State

(Archambault 2010)), this issue of accountability grimordial. Furthermore,

because FFs aim to address public interest isthags actions influence (directly
and indirectly) others. They are accountable bex#usy enact a private vision of
the common good in the public sphere (Frumkin 2006 idea of public interest
projected by FFs on their beneficiaries makes ttehave accountability demand
on FFs (Toepler 2006).

Furthermore, the accountability of FFs is againllehged because of the
difficulty to evaluate the fulfilment of FFs migsi. Beyond the evaluation of the
work of the recipients previously underlined, Ffeea to be able to evaluate to
which extent they effectively achieve their ownegitjves. This means to build an
overall evaluation of projects supported by FFsedasn which FFs are in a
position to effectively evidence that they assumige tpublic interest
responsibilities assigned to them.

The accountability concern may be mitigated, toegain extent, by the legal
framework surrounding FFs. Nevertheless, these bedittle constraining as it is
for example the case in Belgium (see Chapter 3\vfioch the legal framework is
little controlling and, if it is, there are few exdive disposition to effectively
control the work of foundations. FFs have a higlgrde of freedom regarding
what they do and how they do it.

A generic legitimacy issue

In addition, FFs are faced with a broader issue¢ ithéhe one of legitimacy. As
other organizations, FFs need to be recognized aockepted by their
stakeholders; they are faced with a legitimacy eamcThe issue of legitimacy in
the field of philanthropy is rarely explored in thigerature (Frumkin 2006).
However, in a democracy, foundations are incredgilikely to face questions
regarding their legitimacy (Leat 2006). Because @&éend on their environment,
they need to be recognized as acting properly douwprto the rules and norms
enacted by this environment. In the specific cddeFs the legitimacy challenge
does not end at this point. This comes into playvatdistinct levels: the one that
is generic and related to the peculiar organizatistructure of FFs and the one
that is specific to each FF individually.

In the case of FFs and in the specific context @fifave State, the legitimacy
challenge is particularly strong: the figure of R iEself is not legitimate because,
from the Second World War, the Welfare State isswared as the legitimate
body to take care of the public interest. The dpeldgitimacy issue faced by FFs
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hence takes root in the fact that FFs are privater@mn-democratic organizations
that serve a public purpose. From the Second Widd, the State is considered
as the key player in charge of the public intergstblic interest is almost
exclusively the responsibility of the State. It @res the economic and social
well-being of the citizens based on a redistributaf wealth (through a tax
system). The State creates public goods that leswfiety. In this context FFs
are considered with suspicion as, unlike publio@gtthey are not subject to
public assessment of their mission, operations, deasion-making. FFs lack
anything resembling democratic controls (FrumkirD&0 Compared to other
non-profit organizations FFs are peculiar becabsg have no members and are
only accountable to the board of directors or thaads. The freedom of action
given to foundations is at once a great virtue d&uthe same time a vulnerable
vice (Stone 1975). At the very root of FFs’ legitioy there is the question of
what they add that the government does not or cooidLeat 2006). Even in the
United States where the Welfare State is not walketbped, these large private
resources directed into the public sphere rousetenéibn, criticism and
suspicioi (Aksartova 2003:27). FFs strongly depend on theblip’s trust
(Bekkers 2003). Bulmer (1999) cited by Aksartov@(2) underlines that the
peculiarity of foundations as institutions liesaitack of legitimacy.

Up to now, in most of the countries in Continerifarope, the State in charge of
the public interest is still the model people hawemind. Even if the current
evolutions of the FFs’ environment (e.g. developmer specific legal
frameworks, fiscal incentives system (FondationFdence and CERPhi 2015),
austerity constraints on public budgets that umeithe need to find alternative
funding sources (de Andrés-Alonso and Azofra-Palela&z 2009), persistence of
societal problems) advocate for a better recognitiothe place FFs can take, FFs
still face a legitimacy challenge. Today, the imadghilanthropy in Europe is
changing, partly because of the election of neerlib governments in several
European countries and the privatization of manylipiservices (Lambelet 2014;
Schuyt 2013). Nevertheless, the breakthrough afetipeivate and non-democratic
actors who tackle the public interest is not aceams taken-for-granted and
generates mistrust. In Europe, monetary philanthispgather associated with a
negative connotation due to a certain religiousnpetism.

Beyond the associated accountability issue, thstoureof tax exemption is also
related to the issue of legitimacy. By doing thie tState recognizes the
foundations and their private wealth as an instntnteat contributes to public
purpose (Harrison 1949). Four main reasons explaity foundations are
subsidized (Fleischer 2009); they help the govemneesupport tasks it normally
has to take care of, they play an innovative nolealving societal problems, they
provide goods and services that would be underymed due to market and
governmental failures and any good or service sirdele as such. Nevertheless,
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the FFs’ role is not yet fully recognized nor adeglpand their actions are often
guestioned.

Specific legitimacy issues

In addition, specific legitimacy challenges may egpfor FFs. The practices of
FFs are often considered as black boxes (BekkdéX3)2BFs are not always likely
to be transparent on what they do, how and withcivimheans. In particular, in
our research, we have been confronted with difiiesilto gather information
regarding the financial profile of FFs (see Cha@erThis lack of transparency
generates mistrust and entails FFs legitimacy. Thisinforced by suspicious
associated to the origin of FFs endowment as veethair investment practices.
The capital endowed to the FFs may have been dgedei@the detriment of the
causes that FFs support (Zunz, 2012). This authen says that philanthropists
may be considered as hypocritical. FFs are alsndftiticized for their lack of
consistency between their investment choices (drivg the maximization of
revenues in order to increase the pool of fundsilamMe to support their
recipients) and their mission (Emerson 2003). Missilated investment aim to
create the meeting between the philanthropic missand the endowment
management; there is an intention to create aip@siocial impact (Levitt 2011).

The legitimacy of FFs is also challenged becaughepotential lack of internal
expertise to address public interest issues. Asiqusly underlined, a tension
may exist between the passion or the personal tgeof the founder and the
issue of public interest. FFs are led person drgsion and by nature autocratic
(Zunz 2012). We can ask ourselves what makes thgitinhate to define social
and societal needs and the best methods to ddareAsing public interest issues
require expertise (managerial and field relatedyl aot only passion. This
imbalance between the private needs of the philapist and the public interest
issues pursued by FFs is even more problematicubecaf the particular
governance structure of FFs. Through the estabéshmf additional governance
bodies, FFs can, to some extent, contribute tohihiéding of its expertise
legitimacy.

Finally, FFs are often criticized because of thaik of effectiveness (Porter and
Kramer 1999). This is reinforced by the difficuftieclated to the evaluation. In
addition, because FFs are by essence very ledmperganizations, FFs are not
always able to work at scale, to effectively andnpeehensively address a
specific public purpose.
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1.5. Conclusion

In the light of the elements presented so far, wdeustand the complexity and
the richness of the phenomenon of philanthropypdrticular, FFs, our research
object, are a very specific type of organizationosdn core characteristics have
been discussed. These raise a specific issue trfiotdecause of the delegation
nature of their action as well as accountabilitg d&gitimacy challenges in our
specific research context. Having identifying thedwllenges was the first
necessary step of our research and we will com& lbacthese elements
throughout this research.

From next chapter, we are going to investigate ey FFs organize their

management in order to realize their mission; irti@aar, we are going to study
this through the management issue of strategy.
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2 |STRATEGY FOR FINANCING FOUNDATIONS : A STRATEGIC
CONCEPTUAL FRAMEWORK

In Chapter 1, we specified the type of organizatiem are interested in: the
financing foundations (FFs). We also evidenced their very unusual eatudits
are organizations that do not aim to make a prdfiey are private, non-
democratic, they have their own governance ruled,serve gublic purpose. In
addition, they are characterized by their corevagtof financing others.

From this chapter onward, we turn to the study spacific management issue:
strategy. Strategy can be defined as the long-term goaknodrganization and
the course of action needed to carry out thesectops. We are interested in
increasing the understanding of FFs’ strategiesnbgstigating what strategy is,
and what shapes strategy in the specific case &f FF

In particular, based on the literature, we evidethe strategy is a crucial issue
for FFs. This is reinforced by the emergence ofwhehilanthropy (of which
venture philanthropy is emblematic) that considtéhe translation of business
methods to the field of philanthropy. This lattéscamakes us realize that there
are different ways to act; in other words, diffdéréstrategic” models. The
literature in the field of philanthropy, which issentially normative in that it
largely prescribes standard or ideal methods, tiesess reveals that few authors
have addressed the issue of strategy.

Additionally, scholars deplore the lack of frameksto inform the practices of

FFs. It is precisely this gap that we aim to fill this chapter by developing a
strategic conceptual framework for FFs.This allows us to answer our first
research questioniwhat is strategy for FFs?” This encompasses the
identification of the fundamental decisions thatelage the achievement of the
FFs’ mission. In particular, we aim to tackle thetegic levers on which FFs can
rely to carry out their mission. To develop thetgic conceptual framework, we
adopt an approach that consists in assembling amcllating isolated and

fragmented strategic elements proposed in theatite. We form a dialogue
between the existing strategic pieces and we iategthem into a meaningful
framework for FFs.

The chapter is organized as follows: we first dasvhat we mean by strategy in
this research. We then evidence the existence sfradegic issue faced by
foundations ana fortiori FFs. In a later stage, we conduct a literatureiesw on

strategy in the academic field of philanthropy. &hn this, we develop and
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detail a strategic conceptual framework for FFs tthategrates the available
fragments of literature.

2.1. Strategy: a crucial management issue for FFs

Today, with the recent evolutions in the field dhilpanthropy, in both the
academic literature and the gray literature, thedwsetrategy” is “being bandied
about”. Nevertheless, this does not guaranteefthimidations effectively have a
strategy, or at least that they “think” they havstrategy. Neither does this mean
that we know what strategy is for foundations.

2.1.1. What is strategy?

At the beginning of our research, we have beenroatédd with the difficulty in

defining what strategy is. Beyond the very basifiniten of what strategy

originally was in army usage, the number of measirgyprofuse. Today, the
word “strategy” is being used excessively and édsy to lose its sense.

As for the definition of philanthropy, it is usefid return to the Greek roots of the
word. Strategycomes from the Greeitrategoshat means army (i.stratog and
lead (i.e.ageir). At its origin, the word strategy is related ke tmilitary domain.

It is defined as the art of planning and coordmgtihe actions of military forces
to attack or to defend. If we extend this to otdemains, strategy is thus the
science of leading and organizing actions to aeh#&vobjective.

Indeed, a very simple way to understand what gjyais is to answer two
guestions: Where does the organization want to?gaand ‘How does the
organization want to get thereqEisenhardt 1999:1). Strategy encompasses the
understanding of where an organization is headet lmw the organization
intends to achieve its mission (Quinn Patton, Foatel Radner 2015). Strategy is
defined as the key mechanisms used to put in piege directions within the
organization, having a non-negligible impact on shreicture of the organization
and its performance (Chandler 1962). Having a eggsatmostly requires the
setting of clear objectives, a reflection on howrgaut these goals (course of
action and resource allocation), and the ability d@esess their effective
achievement. Strategy means the development oftnng vision, direction, and
performance (Anheier 2007). Having a strategyaioiorganization hence means
the commitment of the organization as a whole parsicular vision of how it will
create value (Moore 2000). Strategy is generalhddd into three areas: the first
is theraison d’étreof an organization, the second is what the orgsioiz does to
achieve its purpose, and the third is how the degdion deploys its resources to

40



2 | STRATEGIC CONCEPTUAL FRAMEWORK

carry out its mission (OECD Enterprise Philanthréfgprking Group 2014). In
this chapter, we are mainly interested in the “Whad the “how”.

2.1.2. Strategy and philanthropy

The strategic concern appeared in the academit diephilanthropy in the late
1980s, when a shift occurred from a more tradifidoem of giving to a more
strategic one (Gautier and Pache 2013). Neverthelks interest in a strategic
approach to philanthropy is not recent (Connoll{ D0 Before the emergence of
what is called “strategic philanthropy” or “straieqiving”, the 19' century
emblematic philanthropists such as Carnegie or &etlkr advocated for what
they called “scientific philanthropy” (Chapter 1At this time, Carnegie drew
attention to the waste of means dedicated to ghéséicause of unwise and
careless spending (Carnegie 1906). Today, the ‘tsciantific” has rather been
replaced by the word “strategic” (Lambelet 2014)s requires an engagement of
the foundation in favor of clear goals supported rigorous assessment, for
instance (Kania, Kramer, and Russell 2014).

In particular, in the sector of foundations, thentestrategyhas become almost

meaningless because of its overuse (Porter and é¢raf99). Having a purpose

in mind is not enough to make an action “strategidie mission statement is at
the heart of strategy but it is not strategy itsgtfategy requires the translation of
the mission statement into short and long-termailjes and the identification of

the most_appropriate means for achieving thesectibgs. Because strategy
underlies the achievement of a predefined objective notion of effectiveness

(i.e. the degree to which something is succesefproducing a desired result) is
then also part of strategy.

2.1.3. Alack of strategic approach

Despite the emergence and the use of the terntégicaphilanthropy”, a deficit
of a strategic approach in the foundation sectosti$ deplored (Porter and
Kramer 1999). Strategy is one of the most importaaas missing from the field
of philanthropy (Frumkin 2006). Today, foundatiare called upon to develop a
sound strategy (e.g. Letts, Ryan, and Grossman; 1B&Ter and Kramer 1999;
Anheier and Daly 2004; Brest 2005; Frumkin 2006n®art 2008). Satisfied
with doing good, too few foundations work stratatfjcto do bettet (Porter and
Kramer 1999: 4). Effectiveness, objective fulfitnt, and measurement of the
impact created are at the heart of the thinkinthe$e authors.

According to Brest (2005); strategy is the vehitdeachieve the mission of a

commitment to social change, and not a substitutecdre values. Foundations
are invited to work strategically in order to implent the desired change
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(Sandfort 2008). Letts, Ryan, and Grossman (1997Jeaced the lack of a
strategic approach by foundations by comparing thementure capital firms.
They raise the problem of performance measuremaedtencourage foundations
to develop a close relationship with their grantéesorder to ensure their
sustainability. They also deplore the practiceafridations that parcel out their
support; according to them, it is not strategicrt®&ocand Kramer (1999), in turn,
invite foundations to draw their attention to fonain points. According to them,
the creation of value brought by foundations reggiifl) the selection of the best
grantees, as well as (2) the creation of links wtatching partners (i.e. once
foundations have selected their grantees, they icBotm other donors). In
addition, foundations are called upon to (3) engagee beyond the provision of
financial means, and finally (4) to contribute tivancing the state of knowledge
and practices in their field. Reflection is neetledjive money away effectively
(Frumkin 2006). Granting money implies an idenéfion of what matters, to set
clear objectives, and to be able to assess ifthgg been met.

2.1.4. A lack of frameworks

Moreover, there is a lack of frameworks to informrrent practices (Kramer
2001; Chew 2006; Sandfort 2008). Indeed, as fawascan tell, except for
Frumkin (2006) there is no existing strategic framnek developed for
philanthropy. Foundations’ practices are considessdblack boxes (Bekkers
2003). Despite the fact that scholars advocatetferdevelopment of strategy,
strategy for foundations is still unknown. We haragher poor information
regarding the strategic decisions foundations ardranted with. In other words,
we do not know what the components of strategy adioundation are. The
strategic levers on which foundations can relyhape their strategy have not yet
been addressed in the literature. It is cruci@deance the state of knowledge of
foundations’ practices, as stated by Porter anan€rg1999).

The aim of our research is to contribute to thdsmtalls. In particular in this
chapter, we aim to inform strategy for FFs by dep#lg a strategic conceptual
framework for FFs. By “framework” we mean an anaBt tool that identifies
key tangible components of FFs’ strategy. In otherds, we attempt to provide a
framework that includes the main strategic choi€és are faced with; the
strategic choices are seen as levers that inclifteresht alternatives and that
support the achievement of a FF's mission. Strategyunderstood as the
combination of positioning on these strategic Jada.
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2.2. Strategy for FFs: a literature review

In this section, we present how we conduct theectithn of the data and the main
findings of the literature review on strategy ie fireld of philanthropy.

2.2.1. Data collection and main findings

To collect strategic issues addressed in the adadBehid of philanthropy, a
search of major scholarly databases (EBSCO HosgESRublications, JSTOR,
SpringerLink, ScienceDirect, Wiley, Cairn, and Gleo&cholar) is performed,
without limitation on the year of publication. Besa “FF” is a new terminology
and because the term “grantmaking foundation” gfe@sresults, we extend our
literature review to “philanthropic organizationsi general. We combine the
word “strategy” and “strategic management” with tfedlowing key words:
“grantmaking”, “philanthropy”, “philanthropic orgarations”, “foundations”, and
“philanthropic foundations” (e.g. strategic managein AND philanthropy,
strategy AND foundations). Except for the Cairnathaise the language used was
exclusively English. In addition to the fact thaetdatabases are owned by North
American and Western European academic publiskerdace a selection bias
that we cannot avoid (Gautier and Pache 2013).

The first search produced a high number of enthesyever, after selecting for
the items in our scope (i.e. that inform the conguia of strategy for foundations
anda fortiori FFs that is to say the strategic choices they Ineagonfronted with)
and a review of the bibliography of the selectddrences, the resulting selection
is around 70 items. We mainly focus on the acadditei@ature, but there are also
a vast number of strategy-related documents thasisbof consultancy reports
and best practices as defined by practitioners.eSafnthese are referenced in this
section but we did not review all of them in detail

Among the items selected, most have been publidhgdg the last twenty years.
Strategy is hence a relatively recent topic in aoad research. In addition, the
academic papers are mainly Anglo-Saxon in origlr (.S, U.K, and Australia).
Nevertheless, during the last decade academicrobsbas also been developed
other countries, such as Germany, Spain, and SVeitek

2.2.2. Literature that is scarce, fragmented and normative

At the beginning of the review process, there wargast number of entries
produced when we combine the wordsategyandphilanthropy This illustrates
the appeal of the word “strategy” even if sometirntes usage is meaningless.
Indeed, after analysis, the literature that effedyi addresses strategic choices
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and evidences strategic alternatives is rathecec&trategy is more often used as
a generic term and rather addressed by the geratiitre (e.g. The Foundation
Review). Further, these contributions mainly evimenspecific journeys of
foundations and do not have a transversal aim.

In addition, the literature is fragmented. Rareegtions apart, scholars discuss
only specific elements of strategy (e.g. the tartes composition of the board,
the geographical coverage). The strategy for fotioks is rarely addressed in
depth. Scholars have somewhat limited their resei@r one specific and isolated
strategic component. They do not put the stratefgments in resonance with
each other; they give a partial view of strategyfémndations and fortiori FFs.

Furthermore, the literature regarding the stratepwmces is essentially normative.
This means that scholars identify behaviors they donsider strategic and others
they do not. In other words, there are implicitmeror rules that state what is
strategic and what is not. For example, foundatiares required to be focused
(Letts, Ryan, and Grossman 1997); if the found&i@ativities are diversified,
then according to these authors it is not stratdgigarticular, the approach of
venture philanthropy is mostly normative. Accorditw this approach, to be
(more) effective foundations need to fulfill a ssriof characteristics, such as an
engagement in a longer time horizon or the prowisibadditional non-financial
support (Grenier 2006).

2.2.3. The case of corporate philanthropy

In the academic field, strategy has been extensa@diressed in the specific case
of corporate philanthropy (e.g. Varadarajan 20®&roshius et al. 1993; Porter
and Kramer 2002; Luo 2005; Bereskin and Hsu 20t6most of these papers,
the point of view taken is that of the firm; phitaropy is integrated into the
strategic planning of the corporation (Marx 199Bhilanthropy is part of the
strategy of the firm, for example in attractingéstors, and creating cause-related
marketing (Saiia, Carroll, and Buchholtz 2003). tins case, philanthropy is
considered as strategic because, in addition to lbeefit provided to
beneficiaries, philanthropy primarily serves thterast of the firm. The literature
on corporate philanthropy nevertheless does nataddhe strategy of corporate
philanthropy itself. These papers do not relatesinategy used to give money
away. This distinction is that which operates betwistrategic philanthropy” and
“philanthropic strategy” (Post and Waddock (1998¢a by Saiia, Carroll, and
Buchholtz (2003)). “Strategic philanthropy” is defd as the impact and meaning
created by the corporate resources granted byrtheds well as on the recipients
of those resources. “Philanthropic strategy” isum defined as the methods and
procedures used to give money away.
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In our research, we are interested in “philanttogpiategy”. We take the point of
view of FFs and are willing to understand what ¢benponents of their strategy
in financing others are. In this sense, the coatigm of the literature on corporate
philanthropy is rather limited. We refer to Gautiend Pache (2013) for a
comprehensive literature review on corporate pliilapy.

2.2.4. Venture philanthropy: a strategic approach

In our review process, we found a lot of occurrencelated to venture
philanthropy. In the last fifteen years, numerouobaotars have researched this
specific type of philanthropy (e.g. Porter and Keani999; Frumkin 2003;
Moody 2008; Buckland, Hehenberger, and Hay 2013dGwv2014). The concept
of venture philanthropy first appears in the acaddield in the late 1990s with
the publication of Letts, Ryan, and Grossman (199Vjrtuous capital: what
foundations can learn from venture capitalists”

At the origin, venture philanthropy was developedchallenge the traditional
approach of philanthropy that had been judged efeictive (Letts, Ryan, and
Grossman 1997). From the outset, these “new” pthifapists position

themselves against traditional giving (Moody 20D&fourny, Nyssens, and Thys
2016). On the one hand, they criticize the faat traditional foundations support
only specific programs, on a short-term basis aiblout monitoring the results
(A. Grossman, Appleby, and Reimers 2013; Kingstod Bolton 2004). On the
other hand, they blame foundations for not suppgrthe building of capacities
of the recipients because they considered it tskyrand not in line with their
public purpose (Frumkin 2003).

The idea of venture philanthropy is thus to appygdrofit methods that have
proved their worth in the for-profit sector, andparticular in the private equity
sector (Abélés 2003; Kingston and Bolton 2004; de€p Hero 2001; Moody
2008). According to this approach, philanthropigastizations can be managed in
exactly the same way as a for-profit firm: by defmstrategy, fixing objectives
and evaluating results (Abéles 2003; Brest 2003z K&05). Because venture
philanthropy is inspired by the traditional ventucapital model (Scarlata,
Zacharakis, and Walske 2015), it thus has, by essenstrong strategic imprint.
Venture philanthropy is from the start an approatich defines itself as being
strategic. Venture philanthropy and strategic pitleopy are terms that are
sometimes used interchangeably (John 2006; Katz5)20hdeed, venture
philanthropy itself claims to be strategic; it iBasegic in the sense of being
effective.

The introduction of this “strategic” approach fasdbe foundations to be aware
of their strategy, to understand why they make thisice and not another. The
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emergence of venture philanthropy is one of théndefe drivers of our research
on strategy. It reveals the existence of altereatiays of acting. It contributes to
the realization that there are different “strategiodels.

The approach of venture philanthropy is rather gripive. It advocates for a
specific way of doing philanthropy that, accorditogits practitioners, increases
the impact of the philanthropic action. The chagastics of venture philanthropy
can be summarized in three elements: (1) the exteahgagement at different
levels: the provision of additional non-financialipport (including network
involvement), a longer time horizon, organizatiorainpowerment of the
recipient, (2) the diversity of financing tools tian be used: not only grants but
also debts and equity, and (3) the emphasis ondngral its measurement. These
choices are strategic levers; they support theeaement of the public purpose of
foundations. These three characteristics unddukestrategic alternatives at the
disposal of FFs. In essence, FFs can have a highd¢ engagement or not, can
diversify their financing tools or not, and can foeused on impact or not. In
other words, instead of prescribing in terms oftuem philanthropy we will go
upstream and outline the different choices FFsake.

The emergence of venture philanthropy that postitself as strategic highlights
the strategy of foundations and promotes a wahioking systematically. In our
research, the contribution of venture philanthrigoyot only the strategic levers
that it uses but also the fact that it creates emess of the existence of different
strategic models. In practice, all foundationsehastrategy in the sense that they
make choices on a certain number of variables dteroto achieve their goals.
However, not all foundations apply the prescriptan/enture philanthropy. We
observe a variety of approaches. The presencentfineephilanthropy evidences
the fact that foundations have at their disposalegic alternatives to shape their
strategy.

2.2.5. The 5-dimension prism of Frumkin

Finally, when we explore the literature on strategy philanthropy, the work of
Frumkin (2006) entitled Strategic Giving: The Art and Science of Philangyo
appears central. It deserves special attentionusec#@o our knowledge, it is the
first (and only) attempt to address strategy in fieéd of philanthropy in a
comprehensive manner. He is the first to aim tatifle strategic variables on
which donors make decisions to shape the stratdgygiving. His main
contribution is to provide individual donors witiframework of five dimensions
which, according to him, are the five major elersenf strategic giving: the
identity and style of the donors, the values dorsms to produce through their
giving, the timeframe of the giving, the vehicle imstitution through which
donors will give, and the logic model (i.ea ‘formal explication of how a
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philanthropic intervention proposes to achieveatdl$ (Frumkin 2006: 174)).

He takes the point of view of individual donors anslates the five key
dimensions they have to have in mind when devetpfieir strategy of giving.

According to him, strategic giving requires an atgent between these five
dimensions.

While inspiring for us, the framework suggesteddoymkin (2006) is not exactly
in line with our research objective. Indeed, wertd#ruse this framework as such
to inform strategy for FFs. Frumkin uses the notidrstrategic variables which
are the five dimensions of the framework; the défe choices for each variable
constitute the strategy of the donors. In that sgitomes close to what we aim
to develop. Nevertheless, Frumkin's framework omlgrtially answers our
objective to describe a strategy for FFs (i.e. ¢bebination of positioning of
strategic levers that fall into the realm of mamaget to achieve predefined
objectives). There are three main reasons to extis.

The first is Frumkin’s level of analysis, that offividual donors. In our research,
we are a step further in the sense that we areestésl in understanding the
strategy for FFs. While Frumkin identifies the awoiof institutions through

which giving will be channeled as part of the &gat prism, in our case this
choice is already fixed.

Second, according to Frumkin, the primary goal biflgmthropy is to foster
pluralism and allow donors to find meaningful wagsexpress their own values
and beliefs” (Grgnbjerg 2007: 966). This is translated, for eplan by the
presence in the prism of the variable values amthgistyles that refer to the
importance of meeting donors’ expectations; do@oesfree to define what they
think public needs are. Our view differs; for use primary objective of the FF's
mission is to achieve a specific public purposés toes not mean that we do not
consider the values and expectations of foundeesalso take into account the
expressive value of philanthropy but at a differewel of analysis (see Chapter
6). In our view, the values and expectations effdunder are rather explanatory
variables of the strategy but do not constitutestinategy itself. To articulate our
research, we will rely on the distinction made bwrkin (2006) between the
instrumental and expressive dimensions of philapr

Third, according to us, our objective is not fullyline with that of Frumkin. He
underlines the importance of “thinking strategy& &ims to provide individual
donors and practitioners with a framework to suppgbem in building their
giving. In 2010, Frumkin published a second boakt fummarizes the elements
discussed in Frumkin (2006) which is directed talidre practitioners (Frumkin
2010). It consists of a practical and concise guile everyone involved in
philanthropy. Our objective differs; we aim to ral/¢éhe practices of FFs and
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understand their strategy in detail. This is closerFrumkin’'s logic model.
Finally, we do not have a prescriptive approach; rather want to evidence
strategic alternatives at the disposal of FFs. Nbekess, thanks to the framework
of Frumkin, we see some strategic levers emergdrtteaplay in the case of FFs,
which we detail in the next section.

2.3. The patchwork literature: collecting strategy’s pieces

In this section, we present the outcomes of tharditire review that can be
articulated around three main themes: the missimnallocation of resources, and
the issue of effectiveness.

2.3.1. The mission

In the literature, a first theme that emerges igiads regarding the mission. In
particular, a mission statement is identified @&=tral issue for foundations (e.g.
Sheehan 1996; Young 2001; Anheier and Daly 2004d@r and Morgan 2006,
Frumkin 2006). In their mission statement foundaidefine the public purpose
they want to serve and their long term goals. Thwoe of the causes they aim to
support is at the heart of philanthropic strateGyuinkin 2006). A foundation
does not simply engage in the financing of socéds but invests in the creation
of social value for society (Culwell, Berkowitz, cdarChristen 2004). Strategic
giving implies a definition of the ultimate goaladathe underlying impact that
will be created, as well as the steps and procassashieve these objectives and
to eventually scale them (Frumkin 2006). This iswn as a logic model.

According to Frumkin (2006), giving is strategicitfmaximizes both the public
value created as well as the private value for don¥alue is a strategic
dimension for him. He operates a distinction betweghat he calls the
instrumental and the expressive dimension of pthlapy. “Philanthropy is
valuable because it is a useful tool for the acdishment of public purpose”
(Frumkin 2006: 155); this is the instrumental disien. Its mission is expected
to be in line with the needs of civil society (Pafl©96). Furthermore,
philanthropy“allows donors to express their values and commiiisie this is
the expressive dimension (Frumkin 2006: 155). Adtay to Frumkin, strategic
philanthropy hence occurs when both instrumentdlexpressive dimensions are
high. A foundation acts according to its visionaobetter world (Whitman 2008;
Otis and Jankowski 2005); it sets its objectivesoading to the causes it wants to
advance, the subjects that make sense for it.

Frumkin (2006) also identifies the giving style as strategic dimension.
According to him, the motives and the ethics ofdbeaors have to be clarified as
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well as the degree of willing engagement by theod®n With giving, a match is
made between the public need and the desire ofidhers. The nature of this
match may be diverse, encompassing empathy, adbligaand prosocial value
orientation or altruism. The giving style of thendrs encompasses hands-off
giving, where autonomy and expertise is left to tbapient, to a more engaged
giving where recipient and donors work togethertha literature, we also find
the idea of personalized philanthropy (Kahne 1989jhis specific case, there is
a personal relationship between the philanthrogmgt his grantee. This is as a
strategic choice to increase the impact createdrigal999). The practices of
venture philanthropy for which the key targets amainly non-profit
organizations and social enterprise (Hehenbergaaréi, and Gianoncelli 2014),
are also characterized by a high degree of engageafethe donors (Grenier
2006).

Furthermore, from a strategic point of view, it generally expected that
foundations are focused in their grant-making apgpino (Porter and Kramer
1999). For these authors, having a strategy demiowds. According to them,
decision-making on what not to fund is a huge emgjée for foundations. Usually,
foundations parcel out their support (Letts, Ryamd Grossman 1997).
Foundations face decisions regarding what and wteofund (Chelimsky 2001;
Katz 2005; Lungeanu and Ward 2012).

And finally, the literature highlights different tatnatives regarding the
geographical scope of foundations’ actions, wheiheerms of scale or in terms
of country coverage (Anheier and Daly 2004; Sand2008; Harrow 2011;
Gluckler and Ries 2012). Developing a strategyaféi- includes, among others,
the determination of the appropriate level of wméstion (Sandfort 2008).
International philanthropy is developing, while falations were usually active
mainly in their own country (Anheier and Daly 200Agditionally, “place-based
philanthropy”, “community foundations”, and “locghilanthropy” are among the
terms that refer to the choice of geographicalrpeter. This is either studied
from a governance perspective (e.g. Harrow 20Xl gfectiveness point of view
(e.g. Sheehan 1996), or based on a positioningoappr(Chew and Osborne
2009).

2.3.2. The allocation of resources

The allocation of resources is a second major thedceessed in the literature. It
encompasses a time dimension and a monetary diomenksi particular, the
choices regarding the modalities of the supportided are addressed.

According to Frumkin (2006), timeframe is a stratedjmension. The donors are
lead to make choices related to the temporalitythefir giving. This mainly
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consists in the decisions regarding the sprealedf tesources over time. Donors
balance how much they want to dedicate to addressise now, and how much
they want to save for future needs (Frumkin 200®)e notion of time appears
central when philanthropic strategy is concernediniéations face difficulties in
choosing their priorities, in managing their tinmu¢h as the time dedicated to
their grantees) and the constraints presented éystharcity of their resources
(Leat 1995). In the case of venture philanthropigtsilanthropists generally
engage with the objective for a duration of betw8eand 4 years, to make the
recipient organization sustainable without theipmurt. They work on the basis
of multi-year support (Grenier 2006; A. Grossmappkeby, and Reimers 2013).
Following the example of venture capital firms, ridations are required to
ensure the long-term development of their granté€atz 2005). Many
philanthropic organizations have a time horizont tisanot synchronized with
those of their grantees (Letts, Ryan, and Grossi¥8&7). The relation with the
grantees will depend on the level of commitmentni@ily 2011); this is linked
to the founders’ involvement (Frumkin 2006; Eikemgeand Tech 2006).

Furthermore, most foundations take for grantedrtlegistence in perpetuity
without reflecting on what this means for them (8mR2004). Foundations
continue to be managed on a short-term basis rétherplanning for long-term
sustainability (Chew and Osborne 2009). Compared otber non-profit
organizations, most foundations are characterizethé existence of a financial
endowment that ensures a certain level of financeddility. Nevertheless, despite
the existence of an initial capital, foundations lmited and constrained because
of the uncertainties of their financial resourc&mith, 2004); they are also faced
with fundraising issues. Depending on the sizeéheffoundations and their type,
the need for additional financial resources isatalg. For example, corporate
foundations face fewer fundraising issues (BrowmJlahd, and Smith 2006;
Petrovits 2006) while fundraising is a major thefae community foundations
(Ostrower 2004).

Beyond the time-related dimension, strategy reguiohoices to be made
regarding the types of program supported, as wellha characteristics of that
support (Frumkin 2006). The development of newatiliropy, and in particular
venture philanthropy, is at the origin of an endamngnt of the philanthropic tools
available. Alternative financing tools are develdjpghilanthropic investment can
take forms other than grants (Sandfort 2008). Dmef a strategy implies an
assessment of the range of tools that can be ugabdebfoundation (Sandfort
2008). Foundations are prompted to think abounttare of the support they will
provide (Frumkin 2006); they need to define theinding style (Quinn Patton,
Foote, and Radner 2015). Whereas in the past phitgric organizations
provided third parties almost exclusively with gmanthe wave of venture
philanthropy has led foundations to also suppaet rikcipient through debt and
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equity (Buckland, Hehenberger, and Hay 2013). Inrtipdar, venture
philanthropy is characterized by the provision aflored financing (Grenier
2006). In addition, venture philanthropists notyosupport projects but also
empower the recipient organizations through capduitilding (Grenier 2006;
Grossman, Appleby, and Reimers 2013; Anheier ang 2i04).

There are Hew ways of making grants, new ways of interactiit grantees,
new ways of assessing the effects of foundationtgjréKatz 2005: 1). To
participate in a longer-term relationship with thgriantees, foundations may offer
access to expertise, network, infrastructure, Bbis is one of the elements that
characterize venture philanthropy; it provides itmecipient with additional non-
financial support (Buckland, Hehenberger, and Had/3

Finally, Frumkin (2006) identifies the choice ofetthegal vehicle as strategic.
According to him, to be strategic, giving requirdsnors to choose the legal
vehicle through which they will conduct their pmmthropic action. Among the
institutions donors can choose, he identifies iedeent foundations,
grantmaking foundations, private foundations angha@te foundations.

2.3.3. The issue of effectiveness

Finally, we identify a third theme: effectivenef3duestions such as “Does the
foundation’s work effectively meet civil societyiseeds?” or “Do foundations
achieve their objectives?” are often raised in fledd of philanthropy. In
particular, the issues of governance and performameasurement are addressed
in the literature.

The essence of philanthropy is to act for a pupligpose while being driven by
private choices. This specificity raises governassaes in the foundation sector;
in particular, it presents transparency and aceatility concerns (Leat 2004). In
the sector of foundations, the transparency andustability pressures may be
explained by (1) scandals leading to societal press(2) donors and other
stakeholders asking for information, (3) legal puess, and (4) third-party
supervision and assessment (Ebrahim (2010) quoyedRdy-Garcia, Martin-
Cavanna, and Alvarez-Gonzalez (2012)). Governasce Bstrategic issue for
foundations (Boesso et al. 2015; Harrow 2011). Hawethere is little concern
for governance among the foundation sector (Le@dR0d-oundations are invited
to define processes and rules that ensure thevachént of their objectives. In
the case of a foundation for which the board isdhly decision-making organ,
the role of the board is crucial. With the devele@mtof venture philanthropy, the
expertise brought in by the board of directorssiseatially managerial (Boverini
2006).
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The issue of effectiveness is also raised (i.e.dbgree to which foundations
effectively achieve their predefined goals). Thinkistrategically means that
foundations need to investigate the value they terg&helimsky 2001).

Nevertheless, scholars deplore the lack of evalmadnd demonstration of
effectiveness (Ostrower 2006; Stroh and ZurcheR2Culwell, Berkowitz, and

Christen 2004; Thorpe 1999; Smith 2004; Otis anadkdaski 2005).

Performance measurement is at the heart of verghianthropy; this puts
emphasis on the impact created and its measuref@ehier 2006; Mair and
Hehenberger 2014).

The question of effectiveness is complex because is no agreement regarding
the definition of philanthropic objectives nor theichievement (Frumkin 2006).
Effectiveness measures are missing; most foundatomot know whether or not
they accomplish their mission (Sheehan 1996; Poaied Kramer 1999).
Foundations still lack the establishment of stadslasf effectiveness, to which
they can refer to conduct regular assessment (@stra006; Srivastava and Oh
2010; Lungeanu and Ward 2012).

The challenge of assessment not only encompassgsdfects supported by the
foundations but also the performance of foundatittresnselves (Schmitz and
Schillo 2005; Whitman 2008). Foundation effectiess is related to grantee
effectiveness (Chelimsky 2001). The high engagemeita philanthropic
organization contributes to improving the perforcaof the grantees (Porter and
Kramer 1999). Effectiveness measures may focuhemptogrammatic work of
the recipient but also on the mission of the fotiotaitself (i.e. program
effectiveness versus mission effectiveness (Frun2®@6)). Foundations, in
comparison to government or individual donors, hthe potential to be more
effective under the constraints of their resour@emter and Kramer 1999). In
times of economic downturn, it is crucial for foatidns to develop strategic
positions that differ from operational effectiveseand identify their unique role
(Kreamer and Bradford 2001). Foundations most offtait their evaluation to
the correct spending of money granted rather thimpact created (Porter and
Kramer 1999).

2.4. Development of a strategic conceptual framework foFFs

In this section, we attempt to give a meaning ® ittformation collected in the

literature review in the specific case of FFs (Whikemselves are a specific type
of foundation). Our aim is to develop a meaningBitategic conceptual

framework for FFs that orders and unites the spled pieces of strategy
addressed in the literature.
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The aim of a conceptual framework is to support thelerstanding of a

phenomenon. A conceptual framework does not prowideexplanation of the

reality; it does not take into account all of tlepects of reality but only those that
are essential from the researcher’s point of vigan(Campenhoudt and Quivy
2011). A conceptual framework can be described agstem of concepts that
support and inform research (Maxwell 2012). Witbhaamceptual framework, we

grasp the reality and organize ideas. It is a @izl structure that holds together
elements. A conceptual framework is constructed rastdfound; the structure is

something to be built and it is not something thsists ready-made (Maxwell

2012).

2.4.1. A bigger picture

In our specific case, the main objective of the edewment of a strategic
conceptual framework is to describe strategy fos.FWe built the strategic
conceptual framework based on the literature re\{iections 2.2 and 2.3). Our
main goal is to identify the strategic levers white variables on which FFs
make decisions in terms of actions and resourcesrdler to achieve their
objectives (Eisenhardt and Zbaracki 1992). Thesategfic levers have the
characteristic of being common to all FFs. Theyatwea system and are
coordinated in order to carry out FFs’ goals. Iheptwords, strategy for FFs is a
system of controllable variables (in the sense dfing in the realm of

management responsibility); on which FFs positisenselves to achieve their
mission statement. The identification of these elei® is an invitation and a
support for FFs to systematically think stratedjcal

Nevertheless, the findings of our literature reviahlso led us to identify
contextual variables that appear to surround theeiof strategy. The literature
review reveals that beyond the managerial dimensiatrategy that is to say the
programmatic strategic levers (the focus of oureaesh) there are internal
contextual elements; the organizational charatiesiand elements related to the
external environment (Table 2.1). These are alsmnected to the elements
discussed at the end of Chapter 1.

53



2 | STRATEGIC CONCEPTUAL FRAMEWORK

Table 2.1 - Organizational characteristics
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e
of

ders

Internal and
external Key authors Content
conditions
Founder/dono . Thg values,_ beliefs, passion, and intere'sts'of
values and Frumkin phllanthr'oplsts are at the heart of the mission
identity (2006) foundations; they are part of the elements that
need to be considered when strategy is stud
Smith (2004),
Chew and
Osborne  The existence of an initial endowment, the usg of
(2009), fundraising, and the associated embedded
Brown et al. uncertainty of these resources lead foundations to
Financials 2006, adopt specific behaviors. In addition, depend
Petrovits on the type of foundation, the strategic quest
(2006), of financials varies.
Ostrower
(2004)
The choice of the organization (including its
Frumkin legal status) through which the philanthropic
Vehicle or (2006); action will be undertaken is part of strategy.
institution Anheier particular, the choice of the mode of action (e
(2001) being mixed or purely financing) is related to
strategy, in terms of control, among others
Boesso et al. Governance (understood in a broad sense), beside
(2015); the role of the board of directors, surrounds the
Governance Harrow overall idea of strategy for foundations.
(2011); Leat
(2006) .
Welfare or Schuyt The de_velopment of _philanthropy and the ro
Liberal State (2010); Zunz foundations can play is connected to the type
(2012) State in place.
Legal and . There is a high diversity of the legal and fiscal
. Anheier . ;
f_|scal (2001) environment that shapes the foundation sector.
environment
Harrow Foundations are accountable to their stakeho
Stakeholders (2011); (to recipients, State and civil society, among
relationship Toepler others); they face an accountability challenge.
(2006) Foundations lack legitimacy.
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Figure 2.1 gives a bigger picture of strategy fésFncluding not only the core
of strategy as defined in this research but alswestual elements that may come
into play in FFs’ strategy.

Figure 2.1- Strategy for FFs: a bigger picture

Organizational
Context-based characteristics
conditions
Founder/donor
Welfarg t(;lrt;‘iberal FFs values and identity
(programmatic) Financials
Legal and fiscal strategy .
environment Vehicle or
institution
Stakeholders
Governance

relationship

In this research, among the contextual conditisresconsider the Welfare State
as well as the legal and fiscal environment to benty boundaries. The
stakeholder relationships discussed in Chapterhichwraise specific legitimacy
and control issues, are further investigated inpB#ab as explanatory variables.
Regarding the organizational characteristics, wadystthe influence of the

founder in Chapter 6. The financials and vehicleirgtitutions in turn are

considered as control variables. This means thaar@eparticularly interested in
the role of the founder among the different orgatiimal characteristics; we
acknowledge this choice which is supported by oxpleatory interviews

(Chapter 3).

From next section, we are going to detail the kabelled FFs (programmatic)
strategy in Figure 2.1 which is our primary objeetiIn particular, we explain
how we build the strategic conceptual frameworkoading to the definition of

strategy adopted in our research (Section 2.1.4).

2.4.2. Method

The strategic levers we aim to identify refer tpexspective of strategy that is

rather programmatic. Our objective is to tackle theices FFs are confronted
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with based on the literature review conducted. W rerested in the transversal
dimensions of FFs’ strategy. This means that we t@indevelop a strategic
conceptual framework that encompasses the maircehéiFs are faced with and
that are, as far as possible, applicable to all FFs

The literature review allows us highlighting stgite levers that are strategic
alternatives at the disposal of FFs. We attemptigpart from the normative
approach suggested in the literature. For exampée transform a normative
statement such as “to be strategic means to besddtiunto a strategic variable
that has different modalities: to be focused obéodiversified. We thus take a
step back and show the strategic possibilitieshatdisposal of FFs. In other
words, our objective is to underline the alternegicorresponding to the strategic
levers. Indeed, these are not always explicit,omes cases, it was necessary to
draw them out, to make them emerge. We have torréhem to the status of
strategic variables. More precisely, from the #tere we distinguished four types
of contributions (corresponding to the column “matof the contribution”, and
detailed in the column “content” in Tables 2.1 18)2

(1) the variables that already have the statustrategic choice In this case,
the identification of the strategic levers is diraad corresponds to this
variable.

(2) the variable derived from th@ormative statement(mainly from venture
philanthropy). This requires transformation of te&atement into a
variable with different modalities. These thus enpass not only the
choice corresponding to the normative statement higo the
corresponding strategic alternatives.

(3) the variable corresponding to change brought byetr@utions in the
field of philanthropy. The strategic levers thus incltite new alternative
and the “old” ones.

(4) the variable related to the existence dpecific type of foundation. If
so, the strategic lever is defined by considerimg specific type as an
alternative among others.

In the light of the analyses conducted in this ¢hgpve identify FFs’ strategy as
encompassing three main dimensions and eight gitatevers (Tables 2.1 to
2.3). In these tables, we explicit the link betweka literature review and the
building of the different components of the concapframework.

2.4.3. Strategic dimension 1: scope

The dimension labeledcoperefers to the strategic choices of FFs in terms of
what to fund and whom to fund. In their missiontestaent, FFs make choices
regarding the scope they will cover. The scopeuthes not only the choices in
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terms of domain of intervention but also in termiggeographical coverage and
regarding the recipients. It consists of three tatia levers: the degree of
diversification, the geographical coverage, and&uogient type.

Degree of diversification

In the face of the huge variety of societal issli#s make choices regarding the
domains in which they will intervene. For exam€&s can be exclusively active
in health or in art and culture; they can alsorivgae in parallel in different fields
of activities like social action, education, andvieosnment. Here, we are
interested in reflecting on a certain level of edxtion. From the literature, it is
not the choice of the domdfritself that is strategic but whether they arevactn
one or several domains. The choice between beitigeatn a niche (i.e.
exclusively in one specific domain) or to be actm®ss-sectionally (i.e. in
several domains) refers to the degree of divegtifia of FFs’ actions.

Geographical coverage

The geographical coverage is the second strategir lwe identified. FFs are
faced with the need define where they will be aweographically. It includes
not only the country of intervention but also teedl of intervention. The basic
choice that naturally arises is whether to be activa FF's own country or
abroad. In addition, FFs are free to determing twle of intervention. They can
act at a national level or at lower level. For eplanthey can be active at the
level of a community, a village, or a region.

Recipient type

Finally, a third strategic lever correspondingtte strategic dimension of scope is
the decision relative to the recipients. FFs pregandistinction of being able to
fund whom they want. While venture philanthropy aeenends supporting
organization in order to increase the impact coed€s can also directly support
individuals through scholarship or prizes.

For the strategic dimension scope, the link betwthenstrategic levers and the
literature review is evidence in Table 2.2.

16 The choice of the domain can be strategic, for example, FFs can choose a domain because the
State does not prioritize this theme or because it is very promising for advancing the common
good.
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Table 2.2 - Conceptual framework : scope

Dimension St;:\i?'c Key authors Egﬁ:;ﬁo&{iéﬁe Content

% Porter and "Strategy demands focus, yet foundations gene
o:v Kramer Normative statement spread their resources - both money and peop
% (1999) too thin’' (p. 27)
8 Degree of Letts et al. N . o t '[hﬁ]c_ommon [iractl(;e of Iounﬁattlonstls to par;:
s Ty oy (1997) ormative statement out (their suppor )con rary to what venture capi
g firms do (p. 39)
o
S Lungeano anc . . Grantmaking strategy is defined as grantmakir
< Ward Strategic choice diversification vs. Focus (p 409)

H_J 3 (2012) '

O ‘E“ Harrow Type of There is a dual meaning of ‘local’: it has

8 e (2011) philanthropy/foundatior geographical and community implications. (p. !
> Geographica . "Although most foundations, bounded by theif
= Anheier and ) o ,
& coverage Lo . deeds or charters, remain domestic in orientati
S Daly Evolution in the field d activiti h b . kedl
£ (2004) and activities, they are becoming markedly mo
g involved internationally'(p. 158)
©
o Khane Strategic choice Personalized philanthropy; individual relationsh
% Recipient (1999) g between the grantee and the philanthropist (p.
é type EVPA Normative statement Key targets of venture philanthropy are non-prg
= (2014) Evolution in the field organizations and social enterprises (p.8)
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2.4.4. Strategic dimension 2: supporting vehicle

Supporting vehicle is the second building bloclkadfF’'s strategy. With the term
supporting vehicle we refer to the means through which FFs suppuoeir t
recipients; this includes not only the decisionargiing how to give money away
but also the support granted alongside it. Bec#lusesery activity of FFs is to
finance recipients, they can be seen as offeringnting products; they thus
make choices regarding the characteristics of whay will deliver to their
recipients. The contribution of venture philanthydpat emerges is key to this
dimension; indeed, the nature of the support gdabyeFFs has been enlarged.

Financing tool

While traditionally, grants were the default finaidool of FFs, today FFs have
at their disposal a toolbox that encompasses nigt gnants but also financing
tools that are closer to investments. FFs can lteuseen as investors. They have
the possibility to tailor their financial supporotnonly by using grants but also
debt and/or equity. The choice of the financingl is not trivial because it has
implications not only in terms of the financial oesces committed but also in
terms of the relationship with the recipient.

Timeframe

The choice of the time horizon on which FFs wilbyide their support is the
second strategic lever. FFs commit to a certailogef time with their recipient.
Originally, the supports granted were rather pusdcamd did not necessarily take
place over time. The diversity of the possible tsobedules confronts FFs with a
second choice in terms of the supporting vehicte Jupports can be short-term,
medium-term or longer-term; they can be renewabldefined in a multi-year
perspective from the start.

Degree of engagement

Beside the modalities related to the monetary stuppBFs may also engage with
their recipient at various additional levels. Tleti@n of FFs is no longer limited
to signing checks. They can provide their recigesith additional non-financial
support such as access to their expertise, infigsiie, network, materials, etc. In
addition, FFs are aware of the opportunities tarfoe not only the projects but
also to build the capacity of their recipients.

In Table 2.3, the identification of these stratelgicers based on the literature
review is detailed.
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Table 2.3 - Conceptual framework : supporting vehike

Dimension Strategic Key authors Naturg Of. the Content
lever contribution
Mair and . , ,
vehenberger  Evoluion n the fiekd "SI ISNOPY enares e neng
Financing (2014) P p.
> 3l Buckland et al. Normative statemen . U_smg a range of financing _mech_anlsms,
=] (2013) Evolution in the field including grants, debt, and equity, tailored to the
‘; needs of the supported organizatlofp. 34)
L %‘) "Because philanthropic resources are always
O 2 Frumkin Strateqic choice limited to some extent, donors have to decige
E = (2006) 9 how much to spend on current needs and hpw
> & Timeframe much to conserve for future needf!' 293)
% &) "For the most part, philanthropy is distributed
o Grossman et al. Normative statemen for specific programs, for relatively short
% T (2013) Evolution in the field periods of time (...) venture philanthropy takes
o 2 another approach” (p. 2)
A ©
S "Engagement styles range from very hands-pff
\ g Frumkin S : , approaches, in which non-profit autonomy and
trategic choice . -
5 (2006) expertise are privileged, to a more deeply
e Level of engaged approach(p. 267)
engagemer Venture philanthropists engage with their

Grossman et al.
(2013)

Normative statemen
Evolution in the field

recipients by providing them with additional
non-financial support (e.g. network, expertisg

(p. 7)
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2.4.5. Strategic dimension 3: monitoring process

Finally, we identify monitoring process as the dh#trategic dimension for FFs.
In particular, we distinguish two components whaech the requirements in terms
of impact and the composition of the board of doex

Note that in the literature review conducted, tle@eagal term of governance is
used. Nevertheless, it appears that what emergeadsgic levers are mainly the
guestion of the composition of board and the isguenpact. This means that in
this research, we study a limited part of govereahwe refer to the definition of
governance given by (Labie & Mersland, 2011:4% System, or a set of
mechanisms, by which an organization is directed aontrolled in order to
reach its mission and objectivesWe do not suggest a comprehensive diagnostic
of governance.

According to venture philanthropy, the reportingénms of impact is a strategic
choice FFs are confronted with. In addition, thenposition of the board of
directors is also a strategic choice FFs are fagild. Resource dependence
theory effectively tackles the composition of thealdl as a strategic variable
(Suchman, 1995). According to resource dependememry (Pfeffer and
Salancik, 1978), the survival of the organizationtheir environment depends on
the acquisition and maintenance of crucial resau(sach as expertise) that can
be acquired among others through the board of tdirec In addition, the
development of venture philanthropy identifies tleel and the nature of
expertise of the board of directors as strategicChapter 3, we will see through
the exploratory interviews that the compositiontbé& board is effectively a
conscious and strategic choice made by FFs.

It should be noted that in the building of suchiaarfe there are loop effects which
may appear. In particular, the board of directbesjond the strategic choices it
represents in term of monitoring process, willuethce the overall strategy put in
place by FFs. We acknowledge their existence butav&ot specifically study
them.

Impact requirements

Because FFs are not operating organizations, tegerdl on the work of the
recipients to effectively carry out their public rpose. FFs are then lead to
control and monitor what recipients do with theipport. Having impact
requirements is a means for FFs to determine iftenvd they are really achieving
their objectives through the financing of theiripéents. The degree of reporting
required by FFs may vary from no obligations to #&waluation of the project
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impact. Between these two extremes, FFs may asKirfancial justification,
description of the tangible results, or reporting the impact of the project
supported.

Board composition

Finally, because the board of directors is the anndatory decision-making
organ of FFs, its composition matters. It playsla upstream (in the selection of
the grantees, for example) or downstream (in tfeuesion of recipients’ work
and ultimately FFs’ work). This requires specifigpertise. In particular, the
development of venture philanthropy has brougtather managerial expertise to
the foundation sector.

For the sake of clarity, we have presented the nioas and the strategic levers
of the conceptual framework linearly and indepetigeMNevertheless, there is
not ana priori chronology between the strategic choices made Fy; FFFs’
strategy, as for other types of organization, isstatic and needs constant review
of the positioning and alignment on each stratedioice (Frumkin 2006). In
addition, depending on the field of activity of F-Rse founder’s profile, or else
the financial structure, some strategic choices maylmost automatic. In this
case, FFs will adjust their positioning on otheatsgic levers. Because of the
very heterogeneity of the FF sector, it is alsospme that rare exceptions do not
comply with this strategic framework. Neverthele&s, those exceptions, the
three strategic dimensions highlighted - scopepstimg vehicle, and monitoring
process - remain valid.

The connection between the strategic levers that part of the dimension
monitoring process and the literature review isilied in Table 2.4.
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Table 2.4 - Conceptual framework : monitoring procas

Llts

m

Dimension St{:\i?'c Key authors Egﬁ:;ﬁgggéﬁe Content

Mair and Normative statemer "The ideal practices of VP include (...)
n Hehenberger Evolution inthe  performance measurement - monitoring res
ﬂ Impact (2014) field and measuring impact(p. 1178)
8 requirement Sheehan "Mission accomplishment as philanthropic
o (1996) Normative statemer organization effectiveness: key Findings frd
o the Excellence in Philanthropy Projedy. 1)
% Boesso et al "Only a few studies mention the relationsh
o (2015) Strategic choice between foundatlons’ governance and strat
o Board formulation” (p. 198)
> composition N o "Gra_mtors (...) give theirtime to organi_zatioms
o Boverini Evolution in the in the areas of accounting, marketing,
= (2006) field operations management, and whatever el

Y
2%

5€

they have expertise in." (p. 85)

* (Cornforth 2003; Amy J. Hillman, Cannella, and Paetzold 2000; W. A. Brown and Iverson 2004)
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2.4.6. Strategic conceptual framework

By combining the three dimensions and the assatiaight strategic levers, we
end up with a strategic conceptual framework fos BE illustrated in Figure 2.2.
This aims to cover the main and transversal sti@tgices FFs are confronted
with, based on the previously explained analysighef literature. This figure

details the box labelled FF programmatic strategyigure 2.1.

Figure 2.2- Strategic conceptual framework for FFs

SUPPORTING VEHICLE SCOPE
_ Financing tool Degree of diversification _
Timeframe Geographical coverage
Level of engagement Recipient type
MONITORING PROCESS

— Impact requirements -
Board composition

2.5. Conclusion

Based on the literature, we have developed a gicatenceptual framework for
FFs. This conceptual model is not prescriptivelogsn’t suggest one best way of
shaping strategy but rather allows us to captueediversity and subtleties of
strategic practices among FFs. This constitutéststep in the understanding of
FFs' strategy. Thanks to this strategic concepfrahework, we are able to
systematically address the issue of strategy fer e postulate that FFs mainly
rely on these eight strategic levers to shape Hteitegy.

However, at this stage, we do not yet know howdaheices of these strategic
levers interact. We have no information regardimmyvh=Fs will combine the
different strategic choices. Because we see thestegic levers as a system, it is
probable that there are different strategic modilss what we are going to
investigate in Chapter 4 in the specific case djiden.
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3 | FOUNDATIONS IN BELGIUM : COLLECTING DATA .
METHODOLOGY AND SAMPLE

In the first two chapters, we have delineated esearch object: the study of the
strategy of financing foundations (FFs) in the eahtof a Welfare State. In
Chapter 2, we developed a meaningful strategiceqaneal framework for FFs by
assembling and articulating pieces of literaturee Wentified eight strategic
levers that are transversal tangible variables biclwFFs can rely to shape their
strategy in order to achieve their public purpose.

As highlighted in the previous chapter, today, wew little about the strategic

practices of foundations aral fortiori FFs. We do not really understand how
foundations work and what is behind their practiegsich are often qualified as

“black boxes”. It appears necessary to develop ecapiresearch on FFs and
investigate their strategy, in particular in Europleere the knowledge is rather
scarce. This is the main objective of this chapter.

We investigate FFs’ practices in the specific cafeBelgium. The Belgian
foundation sector is growing and it is in the psxef maturation. Ten years after
a major evolution of the legal framework the sed®nds to become more
professional, and is reflecting on its practice®uigh the creation of networks,
work groups, etc. It is a field of investigatiorathis little explored.

We have adopted guantitative approach, which means that we rely on
measurable data that we can analyze with stafistivdh mathematical methods.
We have designed a questionnaire based on thegtratonceptual framework
developed in Chapter 2 to gather information omtsgic practices. Context
variables as well as variables that are potent&tlylanatory for FFs’ strategy are
collected. The data was collected through an ontjpestionnaire. To our
knowledge, this is one of the first times in Eurdpat detailed quantitative data
on strategy have been collected in the field oflgpithropy. To conduct our
empirical research, we had to identify the fouramfeti that pursue a public
purpose and that finance others. To do this, diffemuances are taken into
account in the Belgian context; this is why a pnéston of the foundation sector
in Belgium is useful. To some extent, the specifiatext of the foundation sector
in Belgium justifies our methodological choices.

In this chapter, we first present the foundatiortse in Belgium. We briefly
explain the legal and fiscal environments in Beigiand give an insight into the
sector of foundations in Belgium (in terms of nurepgeography, domains of
intervention etc.). This is a necessary step taeodnalize our research and to
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understand how we were able to identify our inifmlpulation of FFs. In the
second part of the chapter, we explain how we cblifata. In particular, we
detail how we build the questionnaire and how wadumt the comprehensive
survey of the sector. We finally briefly present sample of data and the
guantitative methods we use in the next chaptermaie sense of the data
collected.

3.1. The foundation sector in Belgium

Understanding the environment of foundations irgieh is a necessary first step
to conduct empirical research. We need to undetstha specificities of the

foundation sector in Belgium. Indeed, in a furtlstage, this will help us to

support, contextualize, and make sense of thetsesubur analyses.

3.1.1 Legal and fiscal environment

The foundation sector in Europe is characterized high heterogeneity (Anheier
2001). For example, there is a great diversityegial frameworks. These shape
the foundation sector in each country; either rmieof size, role, structure, or
specificities (Van der Ploeg 1995; Blickenstorf@l2). In particular in Belgium,
the legal change that took place in 2002 strongfiyénces the current structure
of the foundation sector.

The legal personality of foundations in Belgium

Foundations in Belgium are governed by the lawurfeJ27, 1921L(i Sur Les
Associations sans but Lucratif, Les Associatiomsrivationales sans but Lucratif
et Les Fondations1921), more than 80 years old; it grants legas@eanood to
non-profit organizatiort$ and public benefit institutions. This law was aneh
by the law of May 2, 2002L6i Sur Les Associations sans but Lucratif, Les
Associations Internationales sans but Lucratif et lFondations2003), which
came into force on July 1, 2003. The evolution loé tlegal framework is
identified as a pivotal moment in the Belgian foatioh sector (Gijselinckx and
Develtere 2006). This amendment is part of a bnodflgopean context; in
several European countries new foundation laws h&em put in place and are
being considered (Anheier 2001).

According to the May 2, 2002, law a foundation ikgal structure to which the
founder brings money/heritage (the minimum amounthe nature of these are

17 pssociation sans but lucrative (ASBL) in French

66



3 | METHODOLOGY AND BELGIAN SAMPLE

not set by the law) in order to realize a predefinkisinterested purpose. The
foundations cannot give any material gain to thenfters, the administrator, or
other person. The founder can be one or more nataraon or legal entity (e.g.
public authorities, enterprises, associations)n-e management perspective a
foundation has no members or associates; the bwofadirectors is the only
managerial body requested by law. Belgian law megua minimum of three
administrators; the law is rather not constrainitg. practice, the Belgian
foundations go beyond this requirement and estalliferent committees (e.g.
strategic committee, investment committee, selectommittee) in order to
support the foundation's work (Mernier and Xhawfla017). These bodies
strengthen the management of the foundation an@sxtpertise mobilized. They
also allow a better control of the activity of tfieundation, as well as the
implication of stakeholders. The constitution dbandation is done by a notarial
deed when the founder is alive, or by will in trese of death cause. A public
benefit foundation is recognized by royal decrderaipproval by the Ministry of
Justice.

Changes initiated by the May 2002 law

To understand the environment of foundations ingBeh, it is necessary to
establish the five major changes initiated by thayM2002 law. There is a
complex underlying tracking challenge. Before thw bf 2002, a foundation was
identified under the appellation ‘Public Utility tablishment’. This term is
changed toPublic Benefit Foundation’ in order to avoid any confusion with
public establishments that are very different byure (e.g. public hospitals,
public schools, etc.). The amendment atsdends the list of goalsthat a
foundation has to undertake to be recognized abkchenefit foundation by the
Ministry of Justice. Cultural and philosophical tgpare added to the five existing
goals: philanthropic, religious, scientific, antstand pedagogic. These thus aim
to enable a better identification of the organmadi under the legal status of
public benefit foundation.

Another major change brought about by the amendroéiflay 2002 isthe
creation of a new type of foundationcalled private foundations. Contrary to
the legal status of a public benefit foundatione tegal status of a private
foundation does not require the consent of the $ftipiof Justice. By nature, the
objective of a private foundation can be more pgav@.g. to maintain a familial
heritage (via securities certification), to enstive care of a disabled child). This
point is particularly important for our empiricabgearch. Because we are
interested in the foundations that serve a puldal,gve will examine in detail the
organizations under the legal status of privatefiations in order to identify the
foundations that are in our scope. The creatiorthef legal status of private
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foundations has strongly participated in givingeavnimpulse to the foundation
sector in Belgium. Nevertheless, it has also caasedrtain level of confusion
inside the sector itself. The fact that the legaius of private foundations may be
used for different aims (among others very privates) does not participate in
strengthening the identity of the sector. The ulydeg lack of transparency

creates confusion between the foundations thatctefédy pursue a public

purpose and the others one. This creates a celtaigl of mistrust and

misunderstanding of the work of the Belgian fouratet and challenges their
legitimacy.

Additionally, the protection of the ‘foundation’ appellation is stated. In theory,
only the organizations with a legal foundation wat(i.e., public benefit
foundation or private foundation) in the sense lud May 2, 2002, law are
authorized to include the term ‘foundation’ in theame. To be systematic in our
approach, we defined our initial population based the legal status.
Nevertheless, in practice, because there are raney automatic controls, the
coercive capacity of the law is rather limited (delven 2003). Today, there are a
number of organizations that are labelled foundatibut that do not have the
legal status of foundation. These will not be ined in our population.

Finally, the last change is the division of therfdation sector regarding the size
of the foundations, corresponding to specific aotability requirements: small
foundations, big foundations, and very big fournlad’®. Since then, these
accounting requirements have been modified byatedf January 14, 2013 @i
Portant Diverses Dispositions Relatives a La Réduaatle La Charge de Travail
Au Sein de La Justic013).

%The law of May 2, 2002, distinguishes 3 foundation profiles: small, big, and very big foundations.
The criteria used to distinguish these are the number of employees, the total assets, and the
annual revenues. According to the law of January 14, 2013, to be considered as a very big
foundation the foundation has to have more than 100 full time equivalents on average, or exceed
more than one of the three following criteria: 50 full time equivalents, 7,300,000 euros as annual
revenue, or 3,650,000 euros as total assets. A big foundation is a foundation that does not meet
the criteria of the very big foundation and that exceeds more than one of the three following
elements: 5 full time equivalents, 312,500 euros as annual revenue, or 1,249,500 euros as total
assets. Finally, the small foundations are the foundations that do not fulfill the very big or big
conditions. Depending of its profile, the accounting requirements differ. Up to now, the very big
and big private foundations as well as the very big public benefit foundations have to deposit their
annual accounts with the National Bank of Belgium. The other foundations have to deposit their
annual accounts with the clerk of the corresponding court office.
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Fiscal environment

One notable feature of Belgium is that it is diwldato three regions: Wallonia,
Brussels, and Flanders. The fiscal rules differetelng on the region. This
means that the foundation sector is to some eseaped by these differences.
The region is one of the variables that will becut® test the representativeness
of our sample.

Furthermore, two levels of tax benefits can beimlisished: at the level of the
foundation’s establishment and at the level of dbeations, bequests, and gifts
made to the foundation. At the level of the fouratatitself, the tax regime
applied is the limited tax system of the legal pef$ The foundations are not
subject to the corporate tax system. As a non{pmiganization, a private
foundation has to pay an annual tax of 0.17% onnit&l capital. The public
benefit foundations are exempted from paying tlig, tas are the private
foundations used to certificate corporation semsft The organizations under
the legal status of foundation thus benefit fromadwantageous tax system.

Table 3.1 - Tax system of the organizations undehé legal status of

foundation in Belgium

Private Foundation Public Benefit Foundation
Wallonia Brussels: Flanders: Wallonia | Brussels: Flanders
Initial
O/n(* O/ (* Of(* 0, 0, 0,
Capital 0.17%(*) 0.17%(*) 0.17%(*) 0% 0% 0%
Manual gift | 0% 0% 0% 0% 0% 0%
Donation 7% 7% 7% 7% 6.6% 7%
12.5%
Bequest 7% 8.8% 7% 6.6% 8%
25%(**)

(*) Except if the private foundation’s objectivetise certification of corporation securities. Inisth
case, the rate applied is 0%

(**) If the foundation does not have a fiscal agrmgl

Article 220 of the income tax code

The private foundation is used as the legal vehicle to receive securities of a corporation in
exchange for the issuance of certificates of entitlement to economic benefits associated with these
securities. The private foundation manages the benefits of these securities.

1 To obtain the fiscal agreement, the foundation has to correspond to one of the institution
categories defined by the law and receive an agreement from the Public Finance Federal Service.
There are 10 conditions relative to institution activities that are likely to be approved by the Public
Finance Federal Service; these conditions are not specific to foundations: (1) scientific research
institutions, (2) institutions that assist war victims, disabled people, elderly people, protected
underage people or indigent people, (3) institutions that support developing countries, (4) cultural
institutions, (5) institutions created to help victims of a natural disaster, (6) institutions acting for
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Once the foundation is constituted, in additioritsainitial capital, it can receive
money from three main sources: gift, donation, @guest. The corresponding tax
treatment differs with the foundation type, the eywmsource, and the region of
residence of the dorfdr If the donation is made in cash, there is nottapay,
whatever the region, whatever the type of foundatexcept if the donor dies
within three years of the donation. The correspongdax rates are summarized in
Table 3.1.

3.1.2 State of knowledge

To date, the sector of foundations in Belgium i tther unexplored. As far as
we know, there are 11 studies that have been eeadipecifically on the Belgian
foundation sector between 2001 and 2008 (see TaB)eln addition, some data
on the sector are reported in international rep@mtheier 2001) or by actors such
as the European Foundation Cefitar DAFNE™. In these studies, what is
communicated is essentially a comparison of thebaurof foundations between
different countries in order to give a picture log tsize of the foundation sector in
Europe.

Seven out of the eleven studies we identified Haaen conducted by key field
actors, such as the King Baudouin Foundation or Eoeopean Foundation
Center, and academic research is scarce. In aglditie vast majority of reports
produced give a descriptive view of the sectorcafidations in Belgium. While
necessary, this gives little information on thecgicees of foundations in Belgium.
Nevertheless, these reports outline the heterogeoéithe sector in terms of
mode of action, type of foundation, financial andnman means. These also
identify key pivotal moments for the Belgian foutidas and highlight the
complementary role and the innovative role atteluto foundations in Belgium.
Furthermore, the foundations under the legal statywivate foundation are not
systematically included in the studies despitertbignificant growth during the
last decade. Since 2008, there has not been ateupddhe foundation sector in
Belgium. We thus realized a complete update aetitkof 2012 and at the end of
2014 by systematically including, for the first #mthe foundations under the
legal status of private foundation (Mernier and dfer 2014, 2017). In the 2017

environmental protection, (7) institutions assisting victims of a major industrial accident, (8)
institutions supporting the preservation or protection of a monument or site, (9) institutions that
are dedicated to the management of animal refuges, and (10) institutions that have sustainable
development as objectives.

2 The region taken into account is the region where the donor lived for the longest period during
the last five years.

= www.efc.org

** www.dafne-online.eu
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report, we give innovative results on the govereant the foundations, their
strategy, and the profile and the motivation ofrtfeunders.

More than ten years after a major legal changesdiotor of Belgian foundations
has started to professionalize, to reflect on itactice, and to make a
breakthrough. It has experienced a significant ginoim recent years. In this
context, a study of the strategy of foundationBeéfgium appears relevant.
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3.1.3 First insights

The exploratory phase of our research was worlagite; in this section, we
present a tiny part of the work carried out ancediey elements that will be used
further (for example for the issue of representtess of our sample). We
present the most up to date data, which is the datdne end of 2015. The
comprehensive survey, in turn, has been perforrasddon the data at the end of
2014.

Before we started our research, there was no cdrapseve database on the
foundation sector in Belgium. We are the first told this census and who are
able to give a comprehensive view of the sectal(iting the foundations under
the legal status of private foundation).

Sources of data

Several data sources had to be combined in orddoutid a database on
foundations in Belgium (Table 3.3). With the helpf dConcertES
(www.concertes.be), a dialogue platform for orgatians from the Belgian
social economic sector that also manage an assdaatabase for Wallonia and
Brussels, we were able to develop a database @mBdbundations. We realized
a significant work of harmonization between theadattracted from the “Banque-
Carrefour des Entreprises” and the list of the joubénefit foundations provided
by the Ministry of Justice.

Table 3.3 - Sources of data
Source Data

ConcertEs Database on social economy for Wallomig a
Brussels - combination of data from
< National Bank of Belgium (accounting data)
» National Office for Social Security
(employment data)
» Banque-Carrefour des Entreprises
(administrative data)

Federal public service List of the foundations under the legal statusudiliz
— Justice benefit foundations
Belgian Monitof” Legal statutes

= http://www.ejustice.just.fgov.be/tsv_pub/index_f.htm
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How many foundations in Belgium?

In 2001, Anheier noticed the relatively small siethe foundation sector in
Belgium and the weak growth in terms of foundatioumbers. However,
significant growth has been experienced acrosséhtor in the last fifteen years.
At the end of 2015, Belgium couni¥51 foundations from which 1178 have
opted for the legal status of private foundatiddB)(and 573 the status of public
benefic foundations (PBF). Compared to 2014, tieeaegrowth of 10%.

To provide a comprehensive view of the foundatieatsr in Belgium, we also
need to mention the existence of hosted funds, ljna&inthe King Baudouin

Foundation. The creation of a hosted fund allowsot® to delegate the daily
management of their philanthropic action. At thal exf 2015, 524 funds are
hosted in the King Baudouin Foundation with a cgponding capital from

750,000 euros to 28.5 million euros. These hostedd are not negligible in the
sector of foundations in Belgium. Nevertheless,dik not include these in our
scope because they could not be accessed systaligatic

The identification of foundations that serve a pulit purpose

In our research, we are interested in the foundsatibat serve a public purpose.
While for the foundations under the legal statupublic benefit foundations the
status itself ensures this, in the case of prif@tedations it is more complex. By
analyzing the statutes of the private foundatiomsl &y discussions with
representatives of the foundation sector (e.g. iBel§oundation Network, King
Baudouin Foundation, Fondation pour les Génératlautsires), it appears that
not all private foundations serve a public purposthe sense in which we define
it. Indeed, the legal status of a private foundapoovides the founder with a tool
that permits different types of issues to be addm@gshat can be more or less
private. This adds to the lack of transparencyhef $ector and undermines its
legitimacy to a certain extent in the eyes of ceatiety. Among the foundations
that adopt the legal status of private foundatiame, thus make a distinction
between five categories (Table 3.4).

To obtain the categorization of a private foundatés detailed in Table 3.4, we
realized three independent codings (i.e., perfornigd three researchers
independently) based on reading and analysis ofstatites published in the
Belgian Monitor.

In our research, we include only the private fouiwtes that serve a public
purpose, the first category in Table 3.4. While dae and well-being of
vulnerable persons is a public interest purpose, diek not include these
foundations in our scope because the mission optivate foundation targets a
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single person. The private foundations that aratedl to the certification of
corporate securities and those that manage heritaigarivate purposes also do
not fall within our scope. Their objective is prira private. Finally, we also
exclude the foundations that we were not ableds<cin one of these categories.
These elements reveal the importance of conduetihgep exploratory phase.

Table 3.4 - Type of private foundations

Research

Type Mission scope

The founder creates a private foundation tha
pursues one of the seven objectives defined f

SSL\SIT(? a foundatic_)ns under th_e legal status of pL_Jinc ben Yes
purpose foundation. In our view, the_se founplatlons cou
have the legal status of public benefit foundaticbr|
they wanted to
The founder creates a private foundation whoy
main objective is to become the legal represerés
Vulnerable | of a vulnerable person (for example, a person & No
person disability). This allows the parents of vulnerabl
person(s) to ensure, in their absence, the
independence and quality of life of their child.
The founder creates a foundation to prepare t
transfer of his company to his heirs and ensure
Certification| continuity, even if their heirs do not wish to rewi N
of corporate the business. The holder of securities transfens ©
securities | to a private foundation, which issues certificatad
exercises all powers.
Heritage | The founder creates a private foundation to pres
managemer] a family patrimony (e.g. real estate, artisticjar No

for private | maintain its integrity, and to prevent this heréag
purposes being diluted in the division of the succession
We group in this category the private foundatig
that we were not able to rank in one of the prewi
categories, either because the mission stateme
Other the statutes published in the Belgian Monitor is No
clear, or because the statutes mention sever
objectives without any clearly stated prioritizatig
of these different goals

In Figure 3.1, we observe that by the end of 2@Hiére are more PFs than PBFs.
PFs represent 67% of Belgian foundations. In aolditiPFs serving a public
purpose are more numerous (43%) than PBFs (33%9.SBems to demonstrate
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the usefulness of the legal status of private fatind in the development of the
sector. We thus see the importance of considergmly the foundations under
the legal status of public benefit foundation Hebahe private foundations.

Figure 3.1- Partition of the foundation sector according to lgal status

3%
9%  PBF

W PF serving a public purpose
i« PFvulnerable person

W PF certification of corporate
securities

i PF heritage management for
private purpose

w PF others

Evolution of the size of the foundation sector in Blgium

The evolution of the number of foundations betw&882 and 2015 is presented
in Figure 3.2. In Belgium, in addition to the May 2002, law there are two

events that are considered as key pivotal momenmtshe foundation sector in

Belgium: the creation of the King Baudouin Foundatin 1975 (Pirotte 2007),

and the creation of the Belgian Network of Fourafaiin 2004 (Gijselinckx and

Develtere 2006).

The King Baudouin Foundation was founded in 1976 when King Baudouin |
(1930-1993) celebrated his 25th anniversary as Kingelgium. The King did

not wish to receive a personal gift to mark hislgdn King Baudouin was moved
by social affairs, had a strong sense of justiog, was concerned that society
should be harmonious. A Foundation was therefarbkshed to mark his jubilee
that would make efforts to ensure better living diians for the population. In

terms of assets, the King Baudouin Foundation ifabyhe biggest foundation in
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Belgium. Furthermore, it plays an innovative andivecrole in the foundation
sector in Belgium. The King Baudouin foundatioraighe origin of the creation
of the Belgian Network of Foundations in 2004. Ilddiéion to its direct
philanthropic activity as a foundation, the Kinguiauin foundation hosts funds.

TheBelgian Network of Foundationswas created in 2004 on the initiative of the
King Baudouin Foundation and 6 other foundationshwamong others, the
objective to strengthen the identity and the leggity of the foundation sector in
Belgium. The work of the network is focused on éhneain items corresponding
to three workgroups: law, finance/accounting, andegnance. The network also
aims to be a platform for exchange and information practitioneré’. The
Belgian Network of Foundations counts around 10@nbwrs at the end of 2015;
the members are either foundations under the legils of public benefit
foundations or private foundations with a publitenest mission. In 2017, with
the change of president, the Belgian Network of rid@tions becomes the
“Fédération Belges des Fondations Philanthropiques”

In our analysis, when we consider the year of @eatve use the dates 1975 and
2002 because they mark significant change withen gactor. It is also on this
basis that we test the representativeness of enpleaand control our analysis.
While from 1922 to 1975 an average of 2.6 PBFs veeeated each year, the
growth accelerates to 7.3 new creations per yean 1976 to 2002. After the law
of May 2, 2002, the PBFs experience a new momewtugnowth: 21.2 PBFs are
created each year. However, since 2003, the PFes heen the most successful:
on average 90 PFs were created each year betw@8na2d 2015. In 2015, the
growth rate of the foundation sector was 10.1%, &d%6 if we focus on the
foundations serving a public purpose.

26 .
www.reseaufondations.be
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Figure 3.2- Evolution of the number of foundations in Belgiumfrom 1922 to 2015
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Geographical distribution within Belgium

In Belgium, the three Regions are autonomous iargel number of fields (e.g.
economy, employment, environment, and disabled IpeopThis creates
differences between the three Regions and the &iiomsector is no exception
to this. The region is thus a variable that we widle to control our future
analyses.

The Brussels Capital Region and the Flemish Relgawe the largest number of
foundations, with 40% and 38% of Belgian foundaioaspectively (Figure 3.3).
The character of Brussels as the capital and skdheo institutions of the
European Union could explain this concentrationfdet, more than half of the
PBFs (53%) have established their headquartersugsBls. Flanders, for its part,
accounts for almost half of the PFs (558 foundafiomhis characteristic is
probably partly related to one of the reasons ffier dreation of the PF status in
2002: to facilitate the transfer of family busines$y allowing the certification of
corporate securities through a PF under Belgian lamtil then, many Flemish
bosses opted for the creation ddtechtingadministratiekantoounder Dutch law.
Today, 60% of the PFs for certification of corperaécurities and conservation of
family patrimony are established in the FlemishiorgIn Wallonia, where just
under a quarter of Belgian foundations have beeyated, the distribution
between private foundations and public benefit tations is more balanced:
59% PFs and 41% PBFs, as well as in Brussels wiuahts 57% PFs and 43%
PBFs.

Figure 3.3- Number of foundations by Region

Brussels Region:
705 foundations

While the density of foundations in Brussels is358er 100,000 inhabitants, the
average foundation density in Belgium is 15.5 p@0,Q00 inhabitants. If we
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focus on foundations serving a public purpose (asnainder, a total of 1334

foundations), the density at the national levelis8. By comparison, France has
a density of 6.1 foundations per 100,000 inhabétg§Rbndation de France 2011)
and Switzerland has 159 foundations per 100,008hitéints (Eckhardt, Jakob,

and von Schnurbein 2016).

Fields of intervention of Belgian foundations

Based purely on the legal status we cannot deterthia fields of intervention of

the foundations. Nevertheless, this is importanbétier understand the sector.
Based on the classification suggested in previtugies (Gijselinckx, Franchois,

and Van Opstal 2008; Fondation de France 2011)d&ésulissions with actors in

the field, we suggest a categorization of the fatiotis that serve a public

purpose according to 10 domains (Table 3.5).

Based on the statutes published in the Belgian tdgnive have codified (based
on three independent codings) the foundations gbate a public purpose (i.e.,
the public benefit foundations and the private ftations that serve a public
purpose) according to these 10 domains.
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Table 3.5 - Fields of intervention of foundationsHat serve a public purpose

Field of intervention Description
Social action Assistance to disadvantaged people, persons
difficulty

Arts and culture

Diffusion, protection and promotion of the wholege

of arts, including the conservation of (cultural)
legacy/estate

Education Education and training, including promotion of the
access to education / training (for the whole ranfje
occupations)

Health Physical and mental health, support for peoplectdte
by iliness, awareness campaigns, medical research

Science Development, promotion and diffusion of the sciemge
including research (other than medical research)

Environment Protection and conservation of the environmentfeatu
and animals. Sustainable development

Local development Promotion of social/leconomic development initiasive
for a defined territory

Entrepreneurship Support for the creation of companies

International development Development co-operation and international relation

Civic society Citizenship and promotion of equal rights and jest
Promotion of professional associations and unions

Spirituality Diffusion of communal and religious values

Other foundations that were unable to be classified ia |th

previous categories

At the end of 2015, as we observe in Figure 34amal culture, social action, and
health remain the goals favored by Belgian foumtati. This seems to be
consistent with the roles of innovation and comg@atarity in relation to the
State claimed by many Belgian foundations.

7 This analysis of the areas of activity of the Belgian foundations must be taken with caution. On
the one hand, foundations can have several purposes. On the other hand, the statutes do not
always make it possible to discern the main purpose. In addition, we only count the number of
foundations here; the privileged areas may differ if we carry out the exercise according to the

distribution of financial resources.
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Figure 3.4- Partition of Belgian foundations that serve a pubt purpose
according to their field of intervention (2015)

Arts and culture 19.9%

Social action 17.8%

Heath 14.6%

International development 8.4%

CiviC SOCIEY . 7.7%
Other | 6.9%
Education | 6.4%
Spirituality |— 5-3%
Sciences | 5.2%
Environment | 4.6%
Entrepreneurship | 1.6%

Local development | 1.5%

Social action is also an important area of intetieenfor Belgian foundations. In
this area it should not be forgotten that "donorst'only give resources, but often
(and this is a characteristic of Belgian foundatjooperate their own programs.
Social action, especially the improvement of livieanditions of the population,
Is also the priority goal of the King Baudouin Fdation, one of the most
important foundations of the country. Like the KiBgudouin Foundation, many
founders seem to be affected by the deterioratiadheoliving conditions of their
fellow citizens. In the future, it will be inter@sy to see if we can observe in
Belgium the same trend as in France where sociemnadaving beemex aequo
with arts and culture since the early 2000s, hadenzaclear push between 2009
and 2013 to take first place in the fields of imtrtion of foundations: 29% of
French foundations currently choose this topicag imain theme.

Finally, health is traditionally an area in whicltany founders, who have been
affected by disease either personally or througlr tielatives, wish to intervene.

It is also an area in which the innovative capa®fyfoundations can be

significant, as the "niches" ignored by the publithorities and the private sector
are numerous. In terms of health, the complementaetween the State and
foundations is evident.

One might be surprised at the small nhumber of fatinds devoted to local

development or the community, unlike what can bseoled elsewhere, in
particular in the Anglo-Saxon world. We can assutinat these domains in
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Belgium remain the privileged fields of intervemtiof the public actora fortiori
in the current context of regionalization, whichde to concentrate the resources
of the regional authorities on local economic depeient.

Economic weight of foundations in Belgium

Until now, there is little information available dhe total assets of the Belgian
foundations and on the allocation of their resosiréedeed, until 2012, only the
big PFs were requested to deposit their accountis thie National Bank of
Belgium. However, since the law of January 14, 2ah& big PBF must also
deposit their accounts with the National Bank ofgBen. This measure will
certainly mean that the financial resources of f&ations can be brought to light
in the future. Nevertheless, as far as we knowgtrgenoa priori control to check
if these foundations have effectively fulfilled shirequirement.The small
foundations, in turn, have to deposit their annaedounts to the clerk of the
corresponding court office. Except the data avéeladd the National Bank of
Belgium, there is no centralized information on ttegal of assets of the
foundations in Belgium. Until now, the view on tfimancial profile of the
Belgian foundations is only partial. In 2015, 8uhdations deposited their
accounts with the National Bank of Belgium; theataif their assets is equal to
2.6 billion euros. If we rely on this informatioit,means that we have financial
information only for 5% of the Belgian foundationge. 82/1751). The
foundations sector in Belgium is highly unbalaneath a small number of very
big and famous foundations and numerous small asd known foundations.
This may also mean that the vast majority of Beld@undations do not used the
revenues of their endowment investment in ordesupport their beneficiaries
and may use fundraising as others non-profit omiuns. This would need
further investigation. Providing financial infornat such as the revenue size and
structure, the funding, the total of assets, thewarhof the initial endowment... is
certainly a challenge for the sector in its seastlegitimacy. As explained in
Chapter 1, the lack of transparency regarding tiginoof the endowment, the
total of assets... often generates mistrust and read lpeople to make the
amalgam between foundations and tax evasion. Balggsunot exception to the
rule. It thus matters for the development and #eognition of the sector of
foundations in Belgium to be more transparent amisue. Through our survey,
we tried to gather financial information but, apkned further, it is not an issue
easy to deal with.

We also note that the volume of employment indigefoundation sector in 2015

is equal to 7508 full time equivalent employeese Existence of paid staff within
a foundation gives an indication of size and lewdl professionalization.
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Depending on these factors, the strategy of a fatima may vary, which is why
we also use controls in our analysis.

3.2. Quantitative methodology: a two-step approach

In the previous section, we presented the firgt sfeour research: creation of a
census of the foundations in Belgium, a descriptibthe foundation sector, and
identification of the foundations that serve a jpulplurpose. With our research,
we aim to go beyond description. In the previousptér, we have seen that there
is a lack of strategy identified in the foundatisactor and, except for the
existence of best practice guidelines from estabdsfield actors, there is no
analytical literature on the strategy of foundasiofihe development of better data
is needed to contribute to a more accurate unchelistg of foundations and to
challenge some of the myths that prevail at anmiatiéonal level and in a national
context(Anheier and Toepler 1999). In order to contribiatehese shortfalls, we
adopt a two-step quantitative approach. Becaus@rénices of the foundations
in Belgium are still relatively unknown, we firsbreduct exploratory interviews
with foundations in Belgium. The main objectivesreveo develop our knowledge
of the foundations, to understand them, to identhfy vocabulary they use, their
specificities, etc. and to penetrate the sectoitlfersake of the research (i.e., to
achieve a significant answer rate). The foundasiector in Belgium is not very
accessible and foundations are not likely to easiigpnmunicate their practices.
The exploratory interviews were necessary to estaliust within the sector and
to ensure the highest possible participation ratéhé survey at the later stage.
After this exploratory first step, we then startdte collection of data by
conducting a comprehensive survey. The differenthodological steps are
summarized in Figure 3.5.

Figure 3.5- Methodological steps

Description phase } { Two-step quantitative approach ) >
Step 2:
Identification of Step 3: Stepd:
Step 1: the foundations in Exploratory Comprehensive
CENSUS our scope interviews survey
(i.e. that serve a
public purpose)

3.2.1. Exploratory interviews

We first investigated the practices of foundationsBelgium through semi-
structured interviews with Belgian foundations. W@nducted 16 exploratory
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interviews between January and June 2014, witlfdheder(s) if still alive, the
board president, or the general secretary. Thaseviews mainly focus on the
origins of the foundation, the mission of the foatidn, the history of the
founders, their mode of action, the mechanismswgégance, and the challenges
they are faced with. All interviews were register@ud transcribed. Additional
documents were collected for each foundation, #ilable (statuses, internal
rules, activity reports, etc.).

To ensure we considered a sample that is divedsi@eough, we took into
account different features: (1) legal status, &) tegion of establishment, (3) the
mode of action, (4) the year of creation, (5) §yetof founder, (6) the trigger, (7)
the resources, and (8) their primary field of iméstion. These variables create a
comprehensive view of the sector and its heteraggeria order to account for
the heterogeneity of the sector, the sample of dations thus includes public-
benefit foundations, private foundations, and tebdtends at the King Baudouin
Foundation. In addition, the variety of the foundias’ modes of action is taken
into account by the inclusion of operating, gramiking, and mixed foundations.
The sample also includes old foundations (createthé 1950s) and very recent
ones (created in 2013). The fields of activitie® ativersified, as is the
geographical coverage. The sample is also heteeogenin terms of size with
foundations with big endowments (that only userdtarn of the invested capital)
and foundations with small capital (that possiblavér to do additional
fundraising). The main characteristics of the wm@wved foundations are
presented in Table 3.6. The foundations have beademanonymous for
confidentiality reasons.

To contact the interviewed foundations, we firdteeon the advice provided by
the Belgian Network of Foundations. We assumed tfatfoundations that are
members of the Belgian Network of Foundations argoad place to start to
approach the field. However, the Belgian Networlotindations represents less
than 10% of the total foundations. The field of idations in Belgium is still
little institutionalized. Then, we followed a “snbuall effect” process. We asked
the people interviewed to advise us of other irgiing foundations to meet, and
also foundations that are not members of the Beltlatwork of Foundations.
Our objective by following this process was to satiel the information gathered.
The extremely high diversity of the sector of foandns in Belgium makes this
very difficult.
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Table 3.6 - Exploratory phase: interviewing foundaions

o Legal . Action Year of Founder . Field of
Organization Region . Trigger Resources . .
status mode creation type intervention
Own
1 PBF Flanders Operating 1951 Family Family caplt_al_ Health
trauma  Fundraising
(subsidies)
. - . . Own . .
2 PBF Brussels Mixed 1987 Individual Will, no heir capital Civil society
Oown
3 PBF Flanders Cr2'% 1988 Famiy ~ Money  capital Health
making surplus Occasional
donations
Famil ch\iltnaI Other (Road
4 PBF  Brussels Operating 1989 Individual y pital safety for young
trauma  Fundraising .
) drivers)
Operations
5 PBF Brussels Mixed 1992 Individual - Scarcity of Fundraising Social action
(doctors) money
Oown
Famil capital
6 PF Brussels Operating 1997  Individual y All Social action
trauma A
patrimony
dedicated
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Legal

Action

Year of

Founder

Field of

Organization status Region mode creation type Trigger Resources intervention
Scarcity of
Individual ~ PuPlic
7 PBF Brussels Mixed 1999 money Fundraising Health
(doctors)
Research
interest
8 PBE  Wallonia Mixed 1999 Rellglou_s Regional Enterp_rlse Local
community needs donation development
Grant- - . - .
9 PBF  Brussels making 2005 Individual Social needs Fundraising Education
Family
: philanthropic International
10 Hosted Brussels Gra_nt 2006 Family tradition OV\.’” development/
funds making capital ;
Money Environment
surplus
11 PF  Wallonia Mixed 2006 Family Family OVY“ Social action
trauma capital
12 PBF Brussels 'S 5007  Famiy  Money Own Health
philanthropy surplus capital
13 PF Brussels Gra_nt- 2010 Enterprise Social needs Enterp_nse Social action
making donation
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- Legal . Action Year of Founder . Field of
Organization Region . Trigger Resources . -
status mode creation type intervention
Own Social
14 PBF Brussels Operating 2012 Individual Social needs capital . o
. action/Sprituality
Fundraising
Grant- Famil own
15 PF  Wallonia . 2013 Family y capital Arts and culture
making trauma o
Fundraising
Famil own
16 PF  Wallonia Operating 2013 Individual Y capital Social action
needs o
Fundraising
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We used an interview guide, given in Appendix 1.ribgy the interview we
addressed different topics from the presentationthef foundations, to their
governance mechanisms with some discussion okgitaissues. The objective
of the exploratory interviews was mainly to ensoe understanding of the
practices of foundations in Belgium, in particukis. We also aimed to become
familiar with the vocabulary commonly used by tlmairidations in order to be
able to adequately formulate the questions fordimvey. We investigated the
choices regarding their mission, the charactesstit the modes of action of
foundations, and how the foundations ensure thiezeeiment of their objectives.
By doing this, we aim to validate and consolidate tstrategic conceptual
framework developed in Chapter 2. The key findingfs the exploratory
interviews with some example anonymous quotesiaengn Table 3.7.

We established that the eight strategic leversvar@ables that make sense in
practice. We confirmed that the foundations makiegint choices regarding the
three strategic dimensions we had identified anat tine practices of the

foundations we interviewed are highly diversifiedlso, the foundations

interviewed did not spontaneously use the ternatsgy”, even if they effectively

have a strategy in the sense of making specifidceboin order to achieve a
predefined purpose. These interviews also allowedourealize the importance
and the influence of the founder in the decisiorkimg process, either in terms of
mission or in terms of management.
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Table 3.7 - Key findings of the exploratory intervews

Key findings Quote examples
"Il a défini les statuts de maniere
conjointe, parce que pour lui c'était tres
important, comme il savait qu'il n’y allait
Thefounder

plays a key role i
the foundation
(whether for
mission-related
choices or

management
decision-making)

pas avoir de membres familiaux, qu’il
puisse y avoir quelque part un corpus de

personnalités qui représentent les "Parce que I'abbaye voulait
différentes facettes de cette fondation, quand méme garder son dro
donc c’est trés clairement stipulé qu’il  de regard. Donc ¢a c’était

. P : voulait x administrateurs du monde clair."
ne suis pas équipée pour faire un . R .
appel a projets pour I'Afrique. universitaire, économique, de la gran,de
distribution, du monde culturel, donc c’est
vraiment trés clairement défini, et
aujourd’hui on fonctionne de cette
maniere-la. "

"ce sont des problématiques qui
me touchent'
"En fait les gens savent ce que je
fais, je fais des rencontres. Le
probléme est qu'actuellement, je

N

The foundations
make different
choices related tq
their mission
target

. < . ''... C'était I'année international
C'est-a-dire on reste dans le domaine du

. i A . de l'eau si je me souviens, €
handicap... parfois ¢a s'élargit un peu a

. S . .. 1 puisgu'on voulait créer une
" . . I'enfance mais c'est toujours un peu lié a o .
elle fonctionne exclusivement en association, on voulait faire

Belgique, principalement jusqu’aga' On nous demande beaucoup de Chosqeuselque chose, on voulait fair
présent en Belgique guand on entend parler de nous : les ;

- . de la philanthropie, notre
i drogués, le sida, des choses commeca, . ... . s
francophone... . . ..__*Qbjectif était donc I'eau dans |
mais ¢a on ne le fait pas... on ne sait pas’,’ .
tiers-monde. L'eau dans les

soigner toute la misére du monde... mém%1 s en voie de dévelopoeme
si c'est des choses trés valables en soi.??Y " PP

4%

[
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Key findings

Quote examples

The foundations
make decisions
regarding the
modalities of the
support they
provide with

"On travaille dans ce cas-la

parfois par don mais on essaye "C’est dans cet esprit que nol
depuis pas mal d'années de demandons, quand notre aid
travailler par le biais de prét  "Non, c’est du subside vraiment, j'aime aboutit a un résultat
sans intérét. Donc intérét zéro. pas utiliser le mot mais c’est un soutien exploitable, qui génére des
Et pour les premiers financier. Un don, je sais pas si on peut revenus, qu’une partie de ce
remboursements, la procédure appeler ¢a un don, mais bon voila..." revenus revienne vers la

standard, ca commence trois ans'Des préts, participation, voila, ce sont fondation. C’est non seuleme
aprés l'octroi du prét. Et c'est sur toutes des choses sur lesquelles on doitne condition de longévité de
5 ans en général réfléchir, et ou les gens ne réfléchissent fondation, mais une
On est arrivé a ¢ca un peu avec pas assez, je pense, je pense ! " propagation, une promotion d
I'évolution des choses... les dons, I'idée de philanthropie, et du
c'est trés bien mais ca principe de philanthropie."

4%

|72}

Nt
la

D

responsabilise moins les gens"
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Key findings Quote examples

"c'est bien d'avoir une "Dans la Fondation, il y a le Président,
inspiration, mais c'est bien aussi qui est toujours un scientifique.
d'avoir de I'expérience et une Le vice-président, c'est dans les statuts,
expertise.(...). Donc ¢a nous aon I'a voulu comme c¢a, est quelgu'un de la

The foundations| donné un C.A. je crois assez bien société civile.
make choices fonctionnel, d'une certaine Et dans le conseil d'administration, la
related to the | maniére, avec 3 experts de I'Asimoitié des membres sont des neurologue,e CA de la fondation... Leg
composition of | et de la migration, une personneou scientifiques, et l'autre moitié, ce soreadministrateurs sont au nomb
the board du CGRA .... une personne de des représentants de la société civile, de cing, trois religieux et deu
(management and I'O.I1.M (Office International c'est-a-dire il y a un notaire, un avocat, non nécessairement laiques/
field related pour I'lmmigration) et puis  un banquier, quelqu'un qui vient du milieu
expertise) Annabelle. Un commissaire aux de la publicité, quelgu'un qui a été un
comptes, .... un ami a IWAI que pharmacien d'industrie, qui est a la
j'évoquais, et puis un investisseuretraite, il y a moi comme économiste, et
dans le domaine donc, c'est balancé.. ¢a c'est le consell

philanthropique, et moi-méme. d'administration."

re
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3.2.2. Comprehensive survey: questionnaire design

In this section, we describe how we have desighedduestionnaire. In this
research, we mainly focus on the part of the qoeséire that is on strategy, and
we present that which is related to our research.

Nevertheless, the results of the survey are broaaemwill be also used for other
research projects. The scope of the questionnaasemuch broader than that of
our research. We collected more information thanngeded for this thesis.
Because of the cost and the time required to a@artya comprehensive survey of
this magnitude, and because we cannot solicit assseveral times from the
foundations, we thus extended the information ctdlé. The aim of the survey
was also to gather detailed information regardhey dovernance of foundations
for another research project, as well as for othealications. We published a 48-
page document (Mernier and Xhauflair 2017) in Fabyi2017, including an up
to date landscape of the foundation sector in Beighs well as a deep analysis of
three main themes: (1) Creating a foundation: bgwland why? (2) Governance
within the Belgian foundation, and (3) how do theld@an foundations carry out
their mission?

3.2.2.1. Objectives and practical considerations

The main objective of the comprehensive survey waspture a snapshot of the
practices of foundations in Belgium and in partcubf FFs. Based on the data
collected, we aimed to not only describe the sisatef FFs but also to provide
explanatory variables for strategy (including imh@tion regarding the foundation
itself but also the profile of the founder). We sheomplement the well-suited
descriptive aim for the questionnaire on organiratl practices (Saunders,
Lewis, and Thornhill 2012) with an explanatory aljee. A survey of this
magnitude represents significant costs and, beahease is no further chance to
improve the questionnaire, it is necessary to efghin the construction of the
guestionnaire and to determine precisely the datavant to collect (Saunders,
Lewis, and Thornhill 2012).

We collaborated with the CLE®) a research center of the University of Liége
who are experts in opinion studies, for the desigd implementation of the
questionnaire. We used an online survey tbimhesurvey’ to implement the

8 Created in June 1982, the Center of Opinion Studies of the University of Liege, CLEO (Centre
d'Etude de I'Opinion de I'Université de Liége) is a multidisciplinary research center. Their main
activities are focused on the study of behaviors, opinions, social representations, as well as on the
development of tools for data collection and analysis. Source: www.cleo-ulg.be.

2 Wwwlimesurvey.com/en/
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guestionnaire. Before uploading the questionnamehad regular meetings with
the CLEO expert in order to determine the bestctire and articulation of the
guestionnaire. Precautions have been taken to ggther the best possible data.

As the Belgian foundation sector is highly hetermgmis, the realization of the
guestionnaire was very challenging. We had to déid a high number of sub-
guestions corresponding to a sub-section of thadation sector (such as for the
FFs). We could not ask the same questions of afidations. We had to be very
careful to create a questionnaire to match thdtyeat the field as closely as
possible. In this process, the outputs of the egpboy interviews were crucial;
we relied on them to take into account all poss#denarios. Based on our
acquired knowledge of the sector, we were ableuitd kan almost tailor-made
guestionnaire for each foundation. The granulaftyhe questionnaire has made
the analysis of the collected data quite compldtate

Additionally, because there are three national Uaggs in Belgium, of which

French and Dutch are the main languages, we hawiai@ all the processes in
both languages in order to ensure the participaifaime foundations established
in Flanders and in Brussels. This represents aehilgvel of complexity. Other

questionnaires used to conduct surveys among foondaectors (mainly in

France and Belgium) were also reviewed in ordding the most suitable type
and wording of the questiofis

3.2.2.2. Testing of the questionnaire

The questionnaire was tested with eight directérioondations, experts in the

field and academic experts. We were careful teecblieedback from foundations
under both the legal status of public benefit aridape foundations, of various

sizes, active in various fields (e.g.social actienirepreneurship, health, art and
culture), established in Brussels, Flanders, antddia. The experts in the field

are members of the Belgian Network of Foundaticars] the academics are
experts in philanthropy and social economy in ganer

We met the CEO or an experienced collaborator i éaundation and we asked
him/her to answer the questionnaire in paper forma did not intervene in the
completion of the questionnaire; we were carefldecas neutral as possible. We
remained close by and were available if he/she ewethrification, more detail,
or if she/he wanted to make remarks. We noted gaektion and comment. We
then proceeded iteratively. After each intervieve, itegrated the remarks before
the next interview. We included in this process the representatives of the
Belgian Network of Foundations. We applied the gipte of saturation during

* The questionnaires reviewed are given in Appendix 2.
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the whole process: once no totally new commenttherguestionnaire arose, we
discontinued testing.

Once the questionnaire had been iteratively adagtdcdho more comments arose
from the field, we tested the questionnaire withdsamnic experts and researchers.
We integrated their remarks and comments beforatinogethe online version of
the questionnaire in collaboration with CLEQO’s estpeOnce the online
guestionnaire was ready, we returned to some opéople who had tested the
guestionnaire and asked them to test the onlingareof the questionnaire. This
allowed us to be sure that the mechanisms of tlestounnaire were functioning
and that the questions were as clear as possible.

Based on these back-and-forth exchanges with feld academic experts we
obtained a complete questionnaire. By this we impdothe validity of the
guestionnaire and ensured that the questionnai@sunes what we intended
(Saunders, Lewis, and Thornhill 2012). Our aim washave standardized
guestions; this means we wanted to be confidentalhaespondents understand
the question the same manner (Saunders, Lewisl laomhhill 2012).

3.2.2.3. A brief presentation of the questionnaire

We sought to describe and explain strategy for FRgs means that we have to
be able to identify FFs among the Belgian foundetiand to collect data to
support our understanding of their strategy.

Even if our research scope is limited to FFs, we teaconduct the survey among
all foundations. In Belgium, it is not possibleitientify the FFsa priori from the
other foundations. There is no administrative infation that operates this
distinction. This means that through our questiaenalirected to all foundations,
we must be able to identify the foundations thaarfice others (that differ to those
that directly operate their own programs and thbaepreserve a heritage).

The questionnaire was (partially) designed basedhen strategic conceptual
framework developed in Chapter 2; these are theertgmt variable(s).
Regarding the independent variables, we gatherémniation with potential
explanatory power. Because the results of the guaum to not only fuel our
research, we collected broad and diverse informat@e collected data on the
organizational specificities of the foundations g(e.paid staff, network,
volunteering, and collaboration), on the detaileethanisms of governance (e.g.
additional decision-making organs, degree of foizaéibn), as well as
information regarding the profile of the foundefge profile of the founder, to a
certain extent, may explain the type of strategyseim by FFs (we develop this in
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Chapter 6). The exploratory interviews highlight tkey role played by the
founder. The dependent variable is thus clearlinddfas well as the independent
variables (Saunders, Lewis, and Thornhill 2012).

5-part questionnaire

The online questionnaire is designed around fiveathr categories. The first
includes questions regarding thiofile of the foundation (e.g. year of creation,
legal status, existence of paid staff and volustefegld(s) of intervention, target).
If we return to the strategic conceptual framewdeveloped in Chapter 2, this
first part thus allows us to collect informationgaeding the degree of
diversification as well as the geographical coverag

The second part of the questionnaire encompassssigps regarding therofile

of the action of the foundation.With this section, we aim to gather information
regarding the mode of action of the foundations timcludes not only details

regarding the modalities of the monetary suppodg. (&/pe, duration) but also

data on the additional non-financial support predidas well as impact

requirements. We thus gather information on theieat type, the time horizon,

the type of support and the level of engagementwaf as the impact

requirement. It is thus mainly linked to the stgidedimension labeled the

supporting vehicle.

As explained previously, a key challenge we wereeda with was the
identification of FFs (or the foundations that arixed in the sense of combining
operating and financing activities). To do this, eveated a key question in order
to tackle the mode of action of the foundationgpeecisely as possible (Table
3.8). A foundation is labeled a FF if the responidemswers “yes” to question
3.1.1 and/or 3.1.2 and/or 3.1.3 and/or 3.1.4 ar}i/bb.
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Table 3.8- Identification of FFs
3.1.1 The foundation allocates gifts to individpalrsons (e.g. o Yeso No
in the form of grants)

3.1.2 The foundation allocates gifts to organisie.g. not- o Yeso No
for-profit organisations, universities, museums,)et

3.1.3 The foundation allocates loans to indivicheisons o Yeso No

3.1.4 The foundation allocates loans to organisat{e.g. not- o Yeso No
for-profit organisations, universities, museums,)et

3.1.5 The foundation invests in organisations @hareholder) o Yeso No

3.1.6 The foundation directly executes its own paognes o Yeso No

3.1.7 The foundation maintains a (cultural / aist o Yeso No
environmental / etc.) heritage

In the third section, the respondents were askedtaheprofile of the founder.
This category is not related to the strategic cpne# framework (i.e., the
dependent variable) but to the explanatory aimunfquestionnaire. We asked the
respondent very precise information regarding tlypet of founder (i.e.,
individual, several individuals, family, commerciedmpany, public authorities,
others). In addition, we gathered data on the lerofi the individual founder (e.g.
age, gender, education, professional experiendiefd)e Where the foundation
has been created by more than one person, in tieeofa leader of the initiative
who is clearly identified, we asked the same quoastias those asked in the case
of a single founder. The data collected in thig palt mainly be used in Chapter
6.

The fourth part of the questionnaire was dedictettiefinancial profile of the
foundation (e.g. total assets, initial asset, and sourceséta). The design of this
part was tricky because we know that not all fodiots are likely to
communicate easily about their finances, especidlty foundations under the
legal status of a private foundation. Regardingaim®unt of assets, for example,
we decided to create a closed question with caegaorf totals of assets instead
of asking the total of assets directly. The fourtaest would be more likely to
answer the question in this way. The correspondiig has been little used in
this research. As previously explained (see Chaptewe do not cover all the
aspects of strategy in this dissertation. Whatr@stts us is to understand which
the different strategic alternatives FFs can dedl are in order to achieve their
missions. In this perspective, the financial peofif the FFs is rather a factor that
influences strategy rather than the strategy itdelen if FFs can act on their
financial resources, we consider it rather as atraimt. In addition, the quality of
the data collected through our survey was ratherdod would have been very
complicated to exploit. To some extent, this expaivhy the financial issues are
little addressed in this dissertation. Nevertheless will use the information
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related to the total assets collected with theesute support the understanding of
the results in Chapter 4 and also to control osulte in Chapter 6.

Finally, the fifth part gathers information regargi the governance of
foundations. It encompasses not only questions regarding tbardb (e.g.
composition, role) but also the existence of addal organs, and the
formalization inside the foundation. We thus cdkek data regarding the
expertise (field and/or management) of the bodri§ ¢torresponds to the third
strategic dimension of our conceptual frameworkth&t end of the questionnaire,
we also questioned foundations on their challefigethe future.

The overall structure of the questionnaire is prexk in Figure 3.6. The full
guestionnaire in turn is given in Appendix 2.

Figure 3.6- Overall structure of the questionnaire

DESCRIBE STRATEGY
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Strategic conceptual framewo
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Influence of the founds
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Board composition

=

QUESTIONNAIRE

Part 1:
General profile of th
foundation

Part 2:
Profile of the modg
of action of the
foundation

Part 3:
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Questionnaire mechanisms

Our questionnaire was quite long and complex,akton average 40 minutes to
be completed. Almost all of the questions wereatdipsvhich is the most suitable
choice for a self-completed and online questiomngBaunders, Lewis, and
Thornhill 2012). This means that the vast majoatythe questions were forced-
choice questions; the respondents had to choosearbever(s) from a pre-

101



3 | METHODOLOGY AND BELGIAN SAMPLE

established list of items. This type of questiomids an ex-post coding of the
answers. Despite the exploratory phase and thimdest the questionnaire that
guaranteed, to a certain extent, the exhaustivesfabe list provided, we always
added the option “other” in order to get as congketist as possible. This allows
the respondent to express a suitable answer ihéal®l not fit in a predefined
category. We also made some questions mandatayrégarding the mode of
action, the type of founder); in this case, we Aadption “prefer not to answer”
or “do not know” in order to prevent respondents findfilling the questionnaire
because they were stuck on a question.

Given the high heterogeneity of the sector, we ukedmechanisms of filters.

These intervene at lots of levels (mainly dependinghe mode of action and the
profile of founder). The questions following thédr are displayed on the screen
only once the filter question is answered in ortteavoid respondents simply
skipping annoying questions (Saunders, Lewis, dmathill 2012).

We also carefully considered the order and the ftdwthe questions to be as
logical as possible for the respondents (Saundexwjs, and Thornhill 2012).
This was possible thanks to the expertise of CLE&spite our efforts to reduce
the length of the questionnaire as much as posaiideto simplify it, it remains
relatively long for a self-completed on-line questiaire (Saunders, Lewis, and
Thornhill 2012).

3.2.3. Comprehensive survey: population and data collectio

In this section, we present how we targeted theiladion for the survey and how
we effectively conducted the data collection.

3.2.3.1. Initial population

The population of our empirical research consisth® foundations that pursue a
public purpose. As explained in Section 1, thisunexs making a coding of the

foundations under the legal status of private fatioms. In Section 1, we

presented the most up to date situation of thedation sector in Belgium, to the

end of 2015. Nevertheless, at the time of the sufire May 2015), these data
were not yet available. Our target population igstldetermined based on the
existing foundations at the end of 2014.

At the end of 2014, there arE591 foundationsin Belgium (1048 private
foundations and 543 public benefit foundatiyorisr which we have at our
disposal the following information:
- Enterprise number: this number is key in the treatnof the data, it
corresponds to the unique identifier of each fotioda

102



3 | METHODOLOGY AND BELGIAN SAMPLE

- Name of the foundation

- Location of headquarters

- Legal status

- Year of creation

- Full time equivalent employees
- Total of assets

Among these foundations, 1227 have been identiflemsed on independent
coding of the statutes published in the Belgian Mwoh as serving a public
purpose: 543 public benefit foundations and 684vapei foundations. The
different figures presented in this chapter arersanzed in Figure 3.7.

Figure 3.7- Foundation figures, end of 2014 and end of 2015

First insights (section 1)
1048 private
foundations 1178 private
foundations
Coding END OF 2014
END OF 2015:
1751 foundations
684 private
foundations that 543 public benefit 761 private
serve a public foundations foundations that + 573 public benefit
purpose serve a public foundations
purpose
POPULATION: 1227 foundations

The population is described in Table 3.9. Of theybation, 44% are under the
legal status of public benefit foundation and 568der the legal status of private
foundations. The vast majority of the foundatioi6%) have been created after
2003. Most of the foundations (45%) are locateBrussels and respectively 33%
and 22% in Flanders and Wallonia.

103



3 | METHODOLOGY AND BELGIAN SAMPLE

Table 3.9 - Selected population

. _ Total population
Criteria Categories
Frequency Percentage
Legal Public Benefit Foundation 543 44%
Status Private Foundation 684 56%
Before 1975 99 8%
Year of Between 1976 and 2002 198 16%
creation
After 2003 930 76%
Brussels 547 45%
Region Flanders 404 33%
Wallonia 276 22%

3.2.3.2. Collection of contact information

At the start of our research, we decided to fimitact the 1227 foundations by
mail (domestic post). The mailing addresses areilabla on the statutes
published in the Belgian Monitor. Our knowledge tbe sector leads us to
consider this option to be the most appropriatéarge portion of foundations in
Belgium do not make any additional information #aalie, such as what they do,
other than contact information (for example via ebgite) and there is a certain
level of formality in the sector.

Nevertheless, as we expected the spontaneous arsedp be quite low, with
the help of a student we collected contact inforomatin order to conduct
telephone and email reminders at a second stagevidsnced in Table 3.10, for
539 foundations out of 1227 (44%), we do not hamg additional contact
information (i.e., telephone number and/or emailrads).

Table 3.10- Database contact information

Contact information Frequency | Percentage
Website 611 50%
Availability of telephone number 550 45%
Availability of email address 537 44%

No telephone number and no email addies39 44%
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Table 3.10 gives information regarding the difftgubf making contact with the
foundation sector in Belgium. Half the foundatidited do not communicate
anything publicly. This tendency is accentuateavé consider the foundations
with a legal status of private foundation. In tbése, on average, only one third of
private foundations communicate contact informat{against 57% for public
benefit foundations). This also led us to questioe degree of activity of the
foundations that do not have any public informati®ur assumption is that the
initial population is lower than the 1227 foundatdnitially identified. However,
based on the information we have at our disposalake not able to confirm this
hypothesis.

3.2.3.3. Online survey and telephone reminders

At the beginning of May 2015, we sent a letterRiench and Dutch) to the 1227
foundations listed; the letter included an inviatito answer the online
questionnaire with a personal access code. Thogsvalus to cross-reference, in a
further stage, the data collected with the admialiste data already available. We
were careful in choosing the day that foundationsuldl receive the letter
(avoiding Fridays and public holidays). We receimtk 105 letters for which
the mailing address was wrong, or for which thenftation no longer exists. This
led us to adapt the initial population; from 122\uridations, we have 1122
foundations that are potentially active.

Between May 18 and June 30three students conducted telephone and email
reminders. We selected the student for their laggwapabilities (one was Dutch,
the second was confident in English and Dutch,thadhird in French) and their
communication skills. We briefed the three studdmfore starting the reminder
and provided them with a script to follow to catble attention of the telephone
respondents and include key information about thevey. We also made
ourselves available (by Skype and telephone) ie taes students had any doubts
or questions.

It appeared that sometimes the respondent wantadstwer the questionnaire by
telephone; in this case, the student entered tteopal code online and filled in

the questionnaire simultaneously. We were alsodfagéh older respondents who

prefer a paper questionnaire. In this case, wethent the questionnaire in paper
format, they returned the completed questionnaitevee entered this information

in the online questionnaire.

On two occasions, for those that did not answeralse sent email reminders to
the foundations for which we had an email addréés.also asked the Belgian
Network of Foundations to send an email to theiminers to remind them to
participate in the survey. Around half of the mensbaf the Belgian Network of
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Foundations completed the online questionnaire.tk@reminders, we carefully
chose the day for sending and avoided Fridays. \&e \attentive to use all the
means at our disposal to reach the highest nunfolundations as possible. It
was a risky gamble but we may consider that weesded.

3.2.3.4. Sample(s)

Answer rate

We received 227 questionnaires for which the vaajority of questions were
answered. Based on the 1122 foundations in thelatmu, this corresponds to an
answer rate of 20%. According to (Saunders, Lewaig] Thornhill 2012), the
likely response rate of questionnaires using thermet is around 11% or lower.
Our response rate is thus acceptable and evensoateve compare the length of
our questionnaire (around 15 A4 pages ) to theilfEagength of this type of
online and self-completed questionnaire (theorlyi¢a8 A4 pages according to
Saunders et al. (2012)). As previously explainegtase the initial population is
highly difficult to estimate and probably smallérah the 1122 foundations, it
means that the effective answer rate is in prattigher than 20%. Nevertheless,
this answer rate may appear rather low for a séktdris under-studied; this may
mean that the sector itself is not willing to aar&ansparency and/or that the
sector does not have the resources (i.e. staffpdicate time to this.

For this research, we do not use all 227 answems éhcompass operating
foundations, foundations that preserve a heritagd,FFs. We are interested only
in FFs (or foundations that have an activity officing i.e. mixed foundations for
which we focus on the financing activity). Thespresent more than half of the
sample (136 foundations). Because we cannot igeatipriori the financing
foundations inside the initial population, we aret mable to compute a
corresponding answer rate and we will be lead terdene the representativeness
of the FFs sample based on the initial populafidiis means that we are faced
with the following implicit hypothesis: the initiglopulation of FFs is represented
adequately by the initial population of foundationggeneral. In Chapters 4 and
6, where we conduct quantitative analyses, we euilisider a subsample of 110
FFs and 101 FFs, respectively, because of missitag(éFigure 3.8). It is possible
that some respondents skipped questions which rtizdie questionnaire not
usable for our analysis. When dealing with misslat, it is interesting to (try to)
analyze the reason why these data are missingeThaén missing mechanisms
are distinguished in the literature (Little and Rub014; Graham 2012):
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- MCAR (missing completely at random): these misgilaga refer to the
fact that respondent skipped or do not answer meesguestions without
any underlying strategy; they did not think it. Thessing data occur
entirely at random; they are independent both skolable variables and
of unobservable parameters of interest. In otheosdsy there’s no
relationship between whether a data point is misaimd any values in the
data set, missing or observed.

- MAR (missing at random): the missingness can béagxgd by variables
on which full information is available. For exampthis type of missing
data can be associated to the last questionsgfipwmdents did not have
any reluctance to not answer them but they simjglyndt have time to do
it or feel bored after a long questionnaire

- MNAR (missing not at random): in this case, thepmslents did not
answer at purpose, they did not want to.

As previously explained, in our questionnaire, lseawe thought that some
guestions could be “touchy” or because we make sointbem mandatory, we
added respectively the option “prefer not to andwad “do not know”.

For the questions relative to the belief and theiom of the founder or the
leader, we added the option “prefer not to answkl’out of the 31 NAs in Table
6.7 correspond to the answer “prefer not to answed are not at random (see
Chapter 6). The respondents clearly did not wantcéonmunicate on this
guestion. Nevertheless, it is probable that answeiprefer not to answer” could
also be perceived as giving information; some ef thspondent may have not
answered the question on purpose. It seems redeotiai the missing data
corresponding to this question are rather notradgmn.

As evidenced in Figure 3.8, if we select some gargprestions in each part of the
guestionnaire, we do not see a growth of missirtg déong the questionnaire.
This means that most of the missing data are ptpbaimpletely at random.

Nevertheless, in the part 5 relative to the finahprofile of the foundations, there
is a peak of missing data (accentuated in que&i8rwhere the amount of the
initial capital is asked). This tends to suppore tllea according to which

foundations are not inclined to be very transpaoentheir financial means and
the existence of an endowment. For this part, missiata are potentially not
missing at random.
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Figure 3.8- Missing data per survey questions

Biases

Our sample(s) contain unavoidable biases. As thminders can only be
conducted for the foundations for which we have tachn information (i.e.,
telephone number and/or email address), our sansplnen biased by the
availability of these data. This means that in ample the foundations under the
legal status of private foundation are under-regoresd. Also, because there are
more private foundations in Flanders, Flanders usoraatically also under-
represented. This can also be explained by theHatthe umbrella of HEC-ULg
and the Baillet Latour chair in “philanthropy anoc&l investment” under which
we conducted the survey is less known in this pérthe country despite our
efforts to make us visible in Flanders. This biasswdifficult to avoid, we were
aware of its existence and did all that possiblenttigate it (e.g. questionnaire
available in French and Dutch, telephone and emmailinders conducted in
Dutch, support of the Belgian Network of Foundagichat have members in
Flanders).
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Figure 3.9- Survey sample(s)
| POPULATION (end of 2014): 1227 foundations |

) -105 undelivered letters

Updated population: 1122 foundations

Online survey
and reminders
(telephone and emails)

227 answers (answer rate = 20%)

- -

e

Se~aa

Clustering analysis
(Chapter 4): sample
110 FFs

Regression analysis
(Chapter 6): sample
101 FFs

There are also two potential additional biases. Titet is the bias of social
desirability, which corresponds to the tendencyhef respondent to answer the
guestionnaire in a manner that will be viewed fabby by others. Nevertheless,
because the guestionnaire was online and self-aethl this bias isle facto
limited. The second is linked to the neutralityttodé wording of the questions. We
attempted to be as neutral as possible. Nonethdétgssxample, when we asked
the respondent the type of reporting they requomftheir third parties, it is more
socially rewarding to pretend to require detailedarting in terms of the results
of the projects supported rather than having nonem requirements. We were
not able to completely avoid these biases but ved to mitigate them (e.g. by
adding the possibility to answer “other”).

3.3. Data treatment: methods used

The objective of this section is to describe howpxeceed to analyze our data
(the sub-samples of 110 FFs and 101 FFs); in péaticwe describe how we test
the representativeness of the sample(s) and thermiawo statistical methods we
applied. To conduct these analyses, we use the soemce software R
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(www.cran.r-project.org). We use R Commander faalyzing data, which is a
user-friendly interface.

The results of these analyses will be detailedhapfer 4 and Chapter 6; in this
section, we only aim to give details regarding thethodology used to analyze
the data. In Chapter 4, we aim to investigate thistence of strategic patterns
among FFs in Belgium (i.e., the combination of cksi on the eight strategic
levers) based on the strategic conceptual framedevieloped in Chapter 2. The
analysis tool that appears the most appropriatenduct such an investigation is
cluster analysis We then want to go further than a descriptiorthef types of
strategy and to understand why a FF chooses dfispgicategy. More precisely,
in Chapter 6, we investigate how the profile of fitvender influences the strategic
choices of FFs. For this, we turn to another typastatistical analysis with an
explanatory aim:regression analysis This allows us to predict the strategic
choices (i.e., the dependent variables) in termgadfbles such as the profile of
the founders (i.e., independent variables).

3.3.1. Representativeness of the sample(s)

The idea behind the representativeness of a samhle possibility to extrapolate
the results obtained from the sample to the emipulation. We thus aim to
demonstrate that the sample is a good reflectidheopopulation in its diversity;
one way of doing this is to verify that the propmms according to some key
variables are relatively similar both in the samphled in the population. This
notion of “relatively” is captured by what is calle¢he level of confidence of a
statistical test; usually a threshold of 5% is cdexed acceptable; sometimes the
level of 1% is also applied. This threshold cormes}s to the level of risk of
making a mistake that we accept. The representabgeof a sample is not an end
in itself. If the sample is not representative adow to a specific variable,
knowledge of this helps to avoid making erronecumments and mitigating the
conclusions of the analysis.

To be able to generalize the results of our anglyse thus need to demonstrate
that the sample of FFs obtained by the surveypsesentative of the population
of foundations in Belgium. We test the represemaiess of the sample according
to four variables: the legal status, the regionesfablishment, the period of
creation, and the existence of paid staff. The atodf these variables is
conditioned on the one hand by the availabilitytred information on the initial
population, and on another hand by the fact thesehvariables can potentially
discriminate the strategy adopted. As we will ekplarther (in Chapter 5), the
strategic choices of foundations are to some exteld#ted to the issue of
legitimacy. This differs depending on the legatistaln Belgium, the status of a
public benefit foundation tends to be recognizednase legitimate than that of

110



3 | METHODOLOGY AND BELGIAN SAMPLE

the private foundation. The region of establishmahfoundations may in turn
also play a role in the choice of strategy. Onelangtion for this is that
foundations established in Brussels may be mosdylito be confronted with the
new practices of philanthropy through attendanceooiferences, workshops etc.
that usually take place in the capital. They alsaveh potentially more
opportunities to meet other foundations and to argk ideas regarding their
practices (for example via the Belgian Network oftifdations that is established
in Brussels). In addition, the period of creatioises naturally as a variable that
may influence the strategic choices of foundati¢@hapter 1). Finally, the
existence of paid staff is a proxy for the size foéindations. It is seems
reasonable to think that bigger and smaller fouodatwill not behave similarly
regarding strategy.

We test the null hypothesis that the proportionsoeting to each of the four
variables are similar in the sample and in the fadjmn. A binomial test is used
in the case of the legal status and the existehpaid staff and a multinomial test
is used in the case of the region and the periodredtion (because they have
more than 2 modalities). The null hypothesis igetgd in favor of the alternative
hypothesis if the p-value (the probability that thal hypothesis is rejected by
error; which is the probability of rejecting thellnlypothesis while it is true) is
less than the threshold selected (5% or 1%). Ia taise, the equality of the
proportion is rejected and the sample is not cameil as representative of the
population according the selected variable.

3.3.2. Cluster analysis

The main idea behind the cluster analysis is tojg@ set of objects (in our case a
set of FFs) in such a way that the homogeneithefdbjects inside a group (i.e.,
a cluster) is as large as possible, as is the dgeaeity between the clusters. In
other words, inside a group, the objects are marélags (in some sense or
another) to each other than to those in other grolmpclustering, the groups are
not known in advance, they are suggested by tte dat

In this research, we aim to investigate the exgstenf strategic patterns among
FFs; this means studying the possibility of grogpkis in such a way that FFs’
strategy inside a group is similar but also difféi@em that of another group.

Cluster analysis is a method that can be descrdsedxploratory. It allows the

structure (if any) inside a set of data to be usided. In our specific case, cluster
analysis is an appropriate tool; it allows the tsigg of FFs to be explored, for
which we are not able to make assumpti@amsiori. By using cluster analysis, we
expect that among FFs in Belgium distinct strategadterns (i.e., clusters)

emerge. The use of cluster analysis provides tetification of strategic patterns
among Belgian foundations based on objective @iterhese clusters are also
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called strategic groups; in strategic manageméese are defined as groups of
organizations within an industry that have a simbasiness model or similar
strategy (McGee and Thomas 1986).

The idea of cluster analysis includes the notiomdisfance between two objects
(in order to determine if two objects are similarjd the idea of aggregation of
objects (in order to group the objects). We thevehta determine which distance
we use and which aggregation method.

Choice of distance: the squared Euclidian distance

To determine the best choice in terms of distameeproceed by trial-error and
test different distances. The variables to whichapply the cluster analysis are
indicators corresponding to the eight strategi@tevdentified in Chapter 2. All
these variables are qualitative variables (i.degmrical variables with two, three,
or four modalities). With this type of variable, wan use the classical distances
if we transform these variables into binary vanggb(i.e., if a variable has two
modalities, we transform it into three distinct doip variables corresponding to
the three modalities). We thus transform each caitej variable into binary
variables corresponding to each modality (i.e.agegorical variable with three
modalities A, B, and C is transformed into threedoy variables: the variable A,
the variable B, and the variable C - if the mogatit the categorical variable is A
this corresponds to a variable A equal to 1, aaldei B equal to 0, and a variable
C equal to 0). Beside the fact tfaquared Euclidian distanceis often used in
the literature (Hening 2015; Domanski 2010), ibdiss our purpose and is easily
interpretable. It corresponds to the number of ritiels in which the FFs differ
(i.e., make different strategic choices).

Choice of the aggregation method: Ward'’s algorithm

Once we have chosen the distance according to wiviehwill be able to
determine if two FFs are similar, we have to selest FFs will be grouped. To
aggregate FFs according to their strategic chowesyse thaVard technique.
This is a method of classification that is ascegdind hierarchical. We do not
know the number of clusters in advance. The prlacigf this technique is
iterative. The algorithm begins by calculating thigtance (in our case the squared
Euclidian distance that is the number of modalitresrhich FFs differ) between
all the FFs in the sample. The distance matrixhisnt calculated. Then the
algorithm puts together the two FFs which are tloseast. A class is created to
include these two FFs. The center of this classliculated and is considered as a
new object. Then, the algorithm computes the digtdretween all the remaining
FFs including the center of the first class creafdte algorithm thus groups the
two closest objects. This continues until all FiFe grouped together. These
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successive groupings produce a binary tree of ifitzetton called a dendrogram
whose root corresponds to the class regroupingeahef FFs. Figure 3.9 gives the
resulting dendrogram of the cluster analysis on F$&e Chapter 4). This
dendrogram represents a hierarchy of partitionse Troduction of this
dendrogram is one of the advantages of this metiiqupduces a visual aid in
order to choose the number of clusters.

Figure 3.10- Cluster dendrogram (Squared Euclidian Distance & Wad
technique)
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Choice of the number of clusters

The last step of the cluster analysis then consiktshoosing the number of

clusters, which is the number of groups that emdrgm the data. This is a

difficult issue (Charrad et al. 2014). There arHfedént methods to support the
decision regarding the number of clusters. The fegural method consists of

observing the dendrogram. For example, in Figufd®,3we could reasonably

think that there are three clusters among the RRBeigium. Indeed, we notice

that the distance of aggregation (vertical axes)greater between these three
groups (Figure 3.10).

Nevertheless, the visual decision must to be veddldy additional objective
criteria. There are a huge variety of criteria thlsdw the number of clusters to be
chosen objectively (Charrad et al. 2014). We chawsecriteria that are available
in R: the Calinski-Harabasz criterion (CH criterion) and thesilhouette
criterion. The idea of the CH criterion is to compute thertia within each group

113



3 | METHODOLOGY AND BELGIAN SAMPLE

and between each group. Well-defined clusters karge between-cluster inertia
and small within-cluster inertia. The CH criterias built so that the optimal
number of clusters corresponds to the higher valulee CH criterion.

Figure 3.11 - Choice of the number of clusters
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The silhouette methodis another useful criterion for assessing the nunafe
clusters. A silhouette width close to 1 indicatleattthe objects are in the right
cluster while a silhouette width close to -1 indésathat the objects are in the
wrong cluster. In Figure 3.11, we observe thateéfahoose 2 clusters (i.e., k=2),
the first cluster has a rather good silhouette lwigft.30) meaning that FFs in
cluster 1 are rather well-classified. Cluster 2um has a silhouette width equal to
-0.007; this means that FFs in this cluster arewadt-classified. On the contrary,
if we choose 3 or 4 clusters (i.e., k=3 or k=4 #ilhouette width is greater (the
sum of the silhouette width for each cluster). His texample (Figures 3.10 and
3.11), the analysis of these 3 criteria (dendrogr@m criterion, and silhouette
criterion) allows us to conclude that three clusteorrespond to a natural
partition of the data.

Cluster analysis is a technique that depends oclibee of the distance and the
aggregation method. It is important to choose tadte that makes sense for the
type of data we have and that are used and reamyiiz the literature. In
addition, to apply the distance on the same caityecause it appears to be more
logical) we decided to do this only on the varighith all information available.
This means that the sample of 110 FFs used to cbritie cluster analysis

114



3 | METHODOLOGY AND BELGIAN SAMPLE

corresponds to the 110 FFs (out of 136 FFs) fockiie have full information
on the eight strategic levers.
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Figure 3.12 - Choice of the number of clusters - Bibuette width
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3.3.3. Regression analysis

Regression analysis is the second statistical mdethe used. The idea of

regression analysis is to study the existence lafioaship between a dependent
variable (i.e., the variable we aim to explain) amdependent variables (i.e., the
variables that may explain the dependent variabla tertain extent). In other

words, it allows the value or the modality takentbg independent variable to be
predicted based on the dependent variables. Thidvies exploring the data and

verifying the possible associations between vagmbdading to the formulation of

hypotheses.

In our specific case, we aim to investigate thati@hship between strategic
choices (dependent variables) and the profile @& tbhunder (independent
variables). We want to study if the age, gendeucation, and the professional
experience of a founder may influence the choicadaron strategic levers. For
this analysis, we will not consider the eight €igit¢ levers of the conceptual
framework and we will focus on those that corresptm the adoption of new
philanthropic practices (Chapter 6).

We use alogit regression that is suitable in the case of target independent
variables which are binary variables. This type refjression models the
occurrence of an event (the probability of suca#dhis event) when the “value”

of the independent variables are known. In our,dagieus models the choice of a
specific strategic choice (among the two possiedjt given the profile of the
founder. The main advantage of the logit regressidhe use of the logit function

(i.e.,logit(p) = In (1%})) that leads to easily interpretable results imgenf an

Odds (i.e. an opportunity ratio: the probability of sess divided by the
probability of failure).

If = the probability of observing the event Y= 1 (ver€d) (the probability of
success), then the log Odds (logit transformatiar) be expressed as a linear
function of the parameters of the model with p pawbrs (i.e., independent
variable):

s
In(7=—) = Bo + B X1 + -+ Bp Xp.

This means that the predicted probability (i.ee gnobability of success) is the
following:

P(Y=1|X X X)= eXp('BAO+ﬁA1X1+'-'+’BApo)
P2 4 (exp(Bo + By Xy + -+ Bp Xp))
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In our case, Y=1 will correspond to the choice o$pecific modality for the
strategic lever (for example, if we aim to moded thegree of diversification, the
success or the occurrence of an event could behbiee of being active in a
niche). The predicators X in turn correspond todharacteristics of the founder
such as age, education, etc. Further to thisyiung founder has three chances
out of four to be niche-active against one changeobfour to be cross-sectional
active, the odds will be equal to 3 (i.e., 3 agail)s Because the odds is greater
than 1, it means that the choice of being activa iriche (rather than in several
fields) is more likely if the founder is young. A@dds equal to 1 would
correspond to the independence between the agehandhoice regarding the
degree of diversification. Finally, an odds smaliean 1 would mean that the
choice of being active in a niche is less likely fmung founder. It is also
possible to compute ardds-ratio that is a ratio of odds. It allows comparing the
change of modality in terms of odds of a variabtenpared to the reference
category. If we come back to the previous exampteifian old founder has one
chance out of five to be niche active (and fourndes out of five to be cross-
sectional active), the corresponding odds is etpak, the odds-ratio for being
active in a niche, for a young founder comparedrimld founder, will be equal
to 3 divided by ¥4 (i.e. 12). This odds-ratio, gezahan one, means that there is a
higher opportunity for a young founder to be activa niche compared to an old
founder. We will return to this in Chapter 6.

In addition to the variables corresponding to thefile of the founder, we will
also integrate control variables. These are incudecause they may contain a
portion of the information on the variation of tdependent variable. In other
words, these variables may influence the dependan@bles and if we do not
consider them, we may obtain biased estimators.

As was the case for the cluster analysis, we werdranted with the issue of
missing data in the case of the regression analygétsare led to determine the
combination of explanatory variables we will corsiagn our model. To do this,
different methods exist (Yamashita, Yamashita, Kadcimura 2007). We used
the Akaike Information Criterion (AIC) method (Aka 1974). This criterion is a
combination of the deviance of the model and thebwer of parameters. AIC
thus represents a good compromise between the(thiats decreases with the
number of parameters) and the parsimony (the reddgcribe the data with the
number of parameters as low as possible). It ctnefsstarting with a candidate
model with all the explanatory variables (includithg control variable) and then
iteratively removing the least significant explast variable. The idea is to
select from among the candidate models (i.e., tifierent combinations of

explanatory variables) the model that minimizes thiBrmation loss. It is

rigorously necessary that the compared modelseaiVe from the same complete
model (Burnham and Anderson 2002). This means itharder to be able to
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compare the candidate model (and to select the Invdtle the lower AIC), we
have to work on a database without missing data iShwhy we proceed with a
sample of 101 FFs in the analysis in Chapter 6.

3.4. Conclusion

In this chapter, we presented our field of invesimn, which is the foundation
sector in Belgium. Knowledge of the specificitidstioe field is crucial for when

we will interpret our results (Chapters 4, 5 andl6)addition, we also detailed
how we proceeded in collecting the data, and weetimg the different

methodological steps we realized. We finally présdwe two main statistical
techniques (cluster analysis and regression asalygiich we will apply in the

next chapters.

We now have all the field-related and methodoldgetaments to conduct the

analysis of the data collected. To make sense ofasults, in the next chapters,
we follow a process of going back and forth fromn msults to the literature.
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4 | STRATEGIC PATTERNS OF FINANCING FOUNDATIONS : THE
CASE OF BELGIUM

In the first three chapters, we have defined thgatband the context of our
research and have presented our methodology. Foerapirical research, we
adopt a quantitative method. From this chapterpegin the analysis of the data
collected through the comprehensive survey condusfi¢he foundation sector in
Belgium. In particular, in this chapter, we aim itvestigate the existence of
strategic patterns among the FFs in Belgium basethe strategic conceptual
framework developed in Chapter 2 in order to answer second research
guestion: are there different strategic models among FFs$?

To do this, we useluster analysiswhich is an exploratory statistical method.
This method allows us to group FFs that preseniiaimstrategic patterns based
on measurable and objective criteria. This is tteation of groups of FFs that
make similar strategic choices on the eight stratiegers identified in Chapter 2

and that differ significantly from each other. Teeploratory character of this

method is suitable in our case because we do rmat Erpriori what these groups

could be.

If we refer to the recent evolutions in the fieldphilanthropy, one could think
that the only strategic model that is valid is améine with the prescriptions of
venture philanthropy. The reality is more compleach FF is led to make choices
in order to achieve its mission, independently haff fact that these choices are
considered strategic in the sense of the “new’apltiiiropy.

The format of this chapter differs of that of pawé chapters. Our objective is to
submit the results of this analysis to the acadejoiornal Nonprofit and
Voluntary Sector Quarteryy The structure of this chapter is thus as close as
possible to an academic paper that could be swamiffhis means there are
unavoidable repetitions (contextualization, prestom of the conceptual
framework developed, and methodological elemetit€se were necessary to be
able to consider this chapter as a stand-alonesauagaper.

This “chapter” is structured as follows: we firsbotextualize the research and
then briefly present the strategic dimensions oiclvive have relied to conduct
the cluster analysis (this first part thus encongasselements that have already
been developed in Chapters 1 and 2).The result®uof analysis are then

3 http://journals.sagepub.com/home/nvs
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presented and discussed (this part includes metbgial elements of Chapter
3).

Abstract

This article innovates by examining, with quantitatmethods, strategic patterns
of financing foundations (FFs) which are a specifigpe of philanthropic
foundation whose core activity is to finance reeipts. The authors use a sample
of 110 FFs in Belgium that were tested accordingatdiierarchical cluster
method. They show that among Belgian FFs threandisstrategic groups
emerge: proximate charitable philanthropy, high-engagement philanthropy,
and international impact-driven philanthropy. With empirical evidence, these
results give valuable knowledge on the practiceBwbpean Foundations. They
challenge the usual Manichean vision of philantlyrogichotomized between the
“old” and the “new” philanthropy. To end, future smarch avenues are
proposed.

Keywords. philanthropy, foundations, financing, strategiogp

Contextualization

While the term “philanthropy” itself had almost l& into disuse in some
European countries a few decades ago, the fieldphifanthropy is now
experiencing unprecedented changes in Europe wherevival is observed
(Schuyt 2010). In recent decades the number ofdations, considered the
archetypal philanthropic organization (Rey-Garaid &lvarez- Gonzalez 2011),
has exploded and so has their economic weight. Urofe, the number of
foundations exceeds 147,000 in 2016 with corresipgntbtal expenditures of
more than 60 billion eurds Also, the legal framework governing foundations
has evolved in many European countfiemdicating a high interest in this type
of organization.

Philanthropy is no longer just for the emblematitianthropic countries such as
the United States or the United Kingdom. Philarplrdnas also developed in
European countries where public interest had bdemst exclusively the
responsibility of the Welfare State since the Sedc@vorld War. However, the
potential of philanthropy in this context has net yeen fully realized (Schuyt
2010). Foundations lack visibility and transparertty practices of foundations

32http:// www.dafne-online.eu
33 http://www.efc.be
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are still considered to be black boxes (Bekkers3206oundations are often
viewed with suspicion and mistrust;, this is accated by the fact that
foundations benefit from an advantageous tax system

Originally, foundations were established by religioinstitutions in order to

alleviate the circumstances of poor, disabled,ick people. Hospitals, schools,
and orphanages were amongst the first institutioedlforms of philanthropy.

Built on religious values such as compassion, asset, sharing, etc. (de Swaan
1988), the essence of the foundation was to giwé tanhelp others. In the

literature, this form of philanthropy usually reddp charity (Schuyt 2010). In this
approach, also qualified as traditional philantlyrdjitle attention is given to the

effect of the gifts; there is no talk of the impaceated or how to measure it.
What matters is to give money away, to do the rigimg.

This apparent shortage in thinking around philaogir action has led some
authors to deplore the lack of strategy among fatiads (e.g. Porter and Kramer
1999; Anheier and Daly 2004; Sandfort 2008). Wliile nineteenth century saw
the emergence of charitable foundations, the tw#nticentury saw their
transformation into philanthropic foundations. Theaditional approach to
philanthropy has been reconsidered because of ekdngylobal society over the
last two decades and increases in wealth creatidnireequality (Anheier and
Leat 2002). It is in this context that venture phthropy emerges at the end of the
90s in the United States’ “Silicon Valley”. Sindeenh it has also spread in Europe.
Venture philanthropy positions itself as being etially strategic (John 2006); it
somehow self-proclaims as being the strategic ambroThis approach is also
frequently described as philanthropy 2.0, stratgditanthropy, or commitment
philanthropy (John 2006; Katz 2005). Venture phhaopy goes a step beyond
charity (Bammi and Verma 2014); it outlines the artance of considering the
philanthropic action in order to ensure its effeetiess. We have moved from the
paternalistic figure of the philanthropist to tloathe investor who wants to create
and measure the impact produced.

Venture philanthropy prescribes a set of charasttesi that need to be fulfilled in
order to be effective and to carry out objectivBise ideal practices of venture
philanthropy promoted by the European Venture RHil@py Association
(EVPA) encompass high engagement through the oreadf a hands-off
relationship with the recipients, as well as thppsut of capacity building, the
provision of tailored-made financing including gigndebts, or equity (or a mix
of these) over a multi-year perspective, the pioni®f additional non-financial
support such as expertise, access to networks atd.,the measurement of
performance (Mair and Hehenberger 2014).
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The arrival of venture philanthropy in the foundatisector raises several
guestions. What does venture philanthropy suggBsi®s it mean that other
foundations are not strategic? Does it mean thidbahdations are impelled to
evolve in this direction? Venture philanthropy pesliioundations to be aware of
the choices they make in order to effectively aohig¢heir mission. It, by
definition, brings the idea of strategy to thedieHowever, to study the strategy
of foundations it is not enough to limit oneself thee normative requirements
proposed by venture philanthropy. All foundatiomsh@ably have a strategy, an
idea of the mission they want to carry out andghth to achieve it. This is what
we aim to investigate in this paper.

In particular, we are interested in a specific tygfefoundation: the financing
foundation. A foundation is defined asmian-profit organization that is private,
non-membership based, self-governing, and that sexg a public purpose
(Anheier 2001). There is a high diversity amongfthndation sector depending,
for example, on the type of founders and the mofl@abion. Grantmaking
foundations (whose core activity is to make grdatsecipients) are the type of
foundation usually regarded as the archetype ofemodoundations (Anheier
2001). With the expansion of the modes of givingught in by venture
philanthropy, the term “grantmaking foundation” Haexome too restrictive. By
definition, it only encompasses pure grants andsdoet include the new
additional mechanisms available (e.g. debt, equiti)s is why we introduce the
terminology financing foundation (FF)" to correct this misalignment between
the current practices and the literature. A FFdrde a foundation that finances
others through grants, debts and/or equity.

This article is structured as follows: we first geat the strategic dimensions we
rely on. We then describe our sample and the matked. We finally detail and
discuss the three strategic groups of FFs in Beighat we obtained and design
future research avenues.

Strategy for financing foundations (FFs)

To investigate strategy for FFs we consider thategjic variables proposed by
venture philanthropy. We translate the strategi@sgriptions of venture

philanthropy into strategic alternatives that ardhe disposal of FFs. We also
scrutinize other strategic variables in the literatthat are often addressed
indirectly. This analysis leads us identify thrdeategic dimensions for FFs:

scope supporting vehicle,andmonitoring process
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The dimension ofcoperefers to the strategic choices of FFs in termwiudit to
fund and whom to fund. In their mission statemé&tits make choices regarding
the perimeter they will cover. The scope of FFs$eimention includes not only
choices in terms of domain of intervention (suchw&ether to be diversified or
focused) but also of geographical coverage andtype of recipients (e.g.
Anheier and Daly 2004; Sandfort 2008; Harrow 20Glijckler and Ries 2012;
Chelimsky 2001; Katz 2005; Lungeanu and Ward 2@d2ter and Kramer 1999;
Kahne 1999).

The second dimension, tsepporting vehicle,finds its anchorage mainly in the
methods of venture philanthropy which extend thelafities of support at the
disposal of FFs. It includes decisions regarding I give money away, which
financing tools to use, which time horizon, and linel of engagement (such as
through the provision of additional non-financialpport or the financing of
capacity building) (e.g. Quinn Patton, Foote, aratifier 2015; Frumkin 2006;
Buckland, Hehenberger, and Hay 2013; Katz 2005).

Finally, the strategic dimensiomonitoring process encompasses the choices
regarding the procedures and methods that arangiace in order to control and
monitor the work of FFs. In particular, it includée composition of the board
(e.g. Harrow 2011; Boesso et al. 2012) and thertigorequirements in terms of
impact (Mair and Hehenberger 2014).

Strategy for FFs is a combination of choices reiggrdhese three dimensions.
Our assumption is that the positioning on conthidlavariables (that we call
strategic levers) makes a system in terms of sceppporting vehicle, and
monitoring process. A fine description of the @gid choices made by
foundations deepens our understanding of the fdiorda strategy and helps to
identify strategic models.

Data collection

To inform the strategic practices of foundations, @onducted a comprehensive
survey through an online questionnaire among tlhedation sector in Belgium.
To date, the academic research on the foundatiotorsen Belgium is rather
scarce. However, more than ten years after a negal change, the Belgian
foundation sector is a growing. It has started &wdme more professional
(Gijselinckx 2008) and is structuring itself thrdygamong other aspects, the
creation of a network (Belgian Network of Foundaspand the organization of
workshops and conferences.

125



4| STRATEGIC PATTERNS IN BELGIUM

Population

The sample population includes all organizationslennthe legal status of
foundations that pursue a public purp8s# is not possible to identifg priori
the FFs; this was therefore done through the quasdire. In Belgium, there was
no census of existing foundations. The first clmgkethe authors were faced with
thus has been to create this census by combinffegeadit sources. At the end of
2014, 1122 Belgian foundations that pursue a pyhlipose are identified. The
initial population is highly difficult to preciseldefine; the assumption is made
that the actual number of foundations in Belgiumomer because of inactive
foundations. For 49% of the foundations listedhia initial population, there is no
publicly available contact information (i.e., teleme number and/or email
address) in addition to the mailing address praVvidethe statutes; this may mean
that a portion of the foundations are not active.

Survey

The 1122 foundations were contacted by mail aniteddvto answer an online
survey available in French and Dutch, with a peas@tcess code. Telephone
reminders were conducted in the subsequent weélesaiim of the questionnaire
was broader than the needs of this research atetisnl data not only on the
three strategic dimensions (i.e., scope, supportieficle, and monitoring
process) but also on the foundation itself, thefilprof the founder, and the
financial profile of the foundation. We presenfTiable 4.1 the specific questions
we have drawn on in this research as well as thegponding indicators created
in order to empirically investigate the strategittprns among foundations in
Belgium. To build the indicators, we have explod#ferent possibilities (e.g. for
degree of diversification, we test the use of twdhwee modalities including a
medium degree of diversification) in order to hamugh information and to be
able to easily interpret the results. In additiarievel of segmentation limited in
order to be able to further conduct the clustedyaim and the related analysis

*In Belgium, there are two legal statuses for foundations: the legal status of public benefit
foundation and that of a private foundation. By definition, the foundations under the legal status
of public benefit foundation pursue a public purpose (i.e., amongst seven objectives defined in the
law: cultural, philosophical, religious, philanthropic, pedagogic, artistic, and scientific). However, a
foundation under the legal status of private foundation can serve a public purpose or more private
ones (e.g. preserve family heritage, take care of a disabled child). Based on the publication of the
legal statuses in the Belgian Monitor, we realized independent coding of the mission statement of
the private foundations in order to identify the private foundations that are in our scope.
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associated chi-squared test, a minimum of counmteésled in each category).

After exploratory analysis, we finally choose foundicators that are binary

variables and five indicators that are categonieailables.

Table 4.1- Indicators

Dimension Strategic Survey - Indicators
levers Corresponding
guestion
SCOPE Degree of 2.15 In what domain(s) Degree of focus:
diversification | does the foundation
deploy activities? Niche (if the
(Multiple answers foundation deploys
posssw_)lei) i its activity in one
o Social action . :
o Sports, Leisure single domain)
o Arts and culture . .
) Cross-sectional(if
o Education _
0 Health the foundation
o Science deploys activity in
o Environment more than one
o Local development | domain)
o Entrepreneurship
o International
development
o Civic society
o Spirituality
o Other
SCOPE Geographical| 2.20 The activities Country coverage:
coverage executed / supported by _ _
the foundation Belgium (if the
single answer) mainly in Belgium)
In Belgi . L
0 in Selgium . Outside Belgium (if
o In Europe (outside S
. the foundation is
Belgium) . . .
. active mainly outside
o Outside of Europe .
of Belgium)

127



4| STRATEGIC PATTERNS IN BELGIUM

Dimension Strategic Survey - Indicators
levers Corresponding
guestion
2.21 The foundation | Scale of coverage:
malnlx operates at a Local
(one single answer)
o local scale Regional
(community of persons
/ village level) National
o regional scale
o national scale
SCOPE Recipienttype 3.1 The foundation..} First line
... allocates gifts to beneficiary:
individual persons: Individuals (if the
Yeso No foundation
... allocates gifts to exclusively supports
organizations (e.g. not individuals)
for-profit Organizations (if
organizations, the foundation
universities, exclusively supports
museums, etc.) organizations)
o Yeso No Both individuals
gl!ocates loans to and organizations
individual persons: (if the foundation
Yeso No
... allocates loans to .supp.orts both
organizations (e.g. not |nd|V|o_IuaI§ and
_ _ for-profit o_rganlz_anons)
SUPPORTING | Financing organizations, Financing type:
VEHICLE tools

Universities, museums|
etc.h Yeso No

... has investments in
organizations
(shareholder} Yeso No
... directly executes its
own programs Yeso

No

... maintains a (cultura
[ artistic /

Grants (if the
foundation supports
recipients
exclusively with
grants)

Mixed (if the
foundation supports
recipients with grants
and/or loans and/or
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Dimension Strategic Survey - Indicators
levers Corresponding
guestion
environmental / etc.) | investment)
heritageo Yeso No
SUPPORTING | Additional 3.21 In addition to its | Additional non-
VEHICLE non-financial | financial contribution, | financial support:
support does the foundation
also provide non- Yes(if the
financial foundation provides
support ? recipient with non-
oYeso No financial support)
No (if the foundation
provides recipients
exclusively with
financial support)
SUPPORTING | Time Horizon | 3.17 During the past 3 Time horizon:
VEHICLE years, the foundation

has mainly allocated
gifts to organizations o
the

following nature(one
single answer)

o yearly and non-
renewable (1 year
maximum)

o yearly and renewablé
(1 year, renewable)

O engagement coverin
multiple years, please
specify the typical
number of years :
............ years

o unlimited duration
(permanent
engagement, no fixed
end date)

Short-term (the

r foundation engages
with recipients on a
duration less than 3
years)
Medium-term (the
foundation engages
with recipients on a

» duration between 3
and 5 years)

JLong-term (the
foundation engages
with recipients on a
duration greater than
5 years)
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Dimension

Strategic
levers

Survey -
Corresponding
guestion

Indicators

3.81In the past 3 years,
the foundation has
primarily allocated
loans to organisations
at a(one single
answer)

o very short-term basis
(less than 1 year)

o Short-term basis (1 t
3 years)

o medium-term basis
(3 to 5 years)

o Long-term basis
(more than 5 years)

=]

MONITORING
PROCESS

Impact
requirements

3.29 What are the
requirements that an
organization or
individual supported by
the foundation has to
fulfil ? (multiple
answers possible)

o No obligations

o Financial
justifications,
demonstrating the goo
use of the obtained
funds (invoices, etc.)
o Description of the
tangible results of the
projects (e.g. number
and profile of
beneficiaries,

hours of training
delivery, overview of
activities, etc.)

Impact requirements

Yes (if the
foundation requires
the description of the
impact of the
projects and/or the
evaluation of the
project’'s impact
through indicators or
4 Similar measures)

No (if the foundation
has no requirements
or requires only
financial justification
and/or description of
the tangible results o
the projects)
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Dimension

Strategic
levers

Survey -
Corresponding
guestion

Indicators

o Description of the
impact of the projects
on the target public /
sector / activity
domain,

through e.g. surveys o
testimonies

o Evaluation of the
project’s impact,
through indicators or
similar measures

o Other

MONITORING
PROCESS

Board’s
composition

6.3 How many of the
members of the Board
of Directors

... have specific
expertise in the
operating field of the
foundation ?

... have expertise in a
specific management
field (finance, fiscal,
legal,

accounting, etc.) ?

Expertise:

Regular (if less than
50% of the directors
are experts in
management and of
the field)

High in
management(if

50% or more of the
directors are experts
in management)
High in field (if 50%
or more of the
directors are experts
of the field)

High both
management and
field (if 50% or more
of the directors are
experts in
management AND
50% or more of the
directors are experts
in the field)
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Sample

136 FF&’ completed the online survey; among them, we usebaample of 110
FFs for which respondents have provided with theifiiormation needed for
clustering (i.e. corresponding to the indicatorgtbuVe are not able to compute
an answer rate based on the sample of 110 FFsdmegaido not know which
foundations are FFs in the initial population. Thisderlines the exploratory
character of our analysis. The corresponding intgEsumption is that the initial
population of foundations adequately representsniial population of FFs. We
test the representativeness of the sample basetieomitial population. The
sample is representative of the initial populatiomccording to theegion of
establishment(level 5%), theperiod of creation, and the existence ghid staff
(level 1%Y’. These variables are relevant for the study oitey. Because
venture philanthropy appears in the early 200Gs sthategic choices of FFs may
be influenced by the period of creation of the FF& existence of paid staff is a
proxy for the size of the FF, which may have anaptpon the strategic choices
adopted. Finally, the region of establishment ipantant to take into account the
specificities of Belgium. Table 4.2 provides a camgon between the initial
population of Belgian foundations that serve a julpurpose and the final
sample of 110 FFs used for clustering.

% FF refers to foundations that exclusively finameeipients, and also foundations that
are mixed (i.e., that combine an operating andantting activity).

% The details of the representativeness tests aem @i Appendix 3.

3" The foundations under the legal status of privateéations are under-represented in
the sample. This bias can be explained by the yeiyate nature of this type of
organization who are not likely to make informatigublicly available (based on
telephone reminders which have been conducted).
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Table 4.2- Sample description

Population Sample
(n=1122) (n=110)
Legal status
PF 55% 35%
PBF 45% 65%
Region of establishment
Brusselq 43% 45%
Flanders 34% 25%
Wallonia 23% 30%
Year of creation
1922- 1975 8% 10%
1976-2002 16% 25%
2003-2014 76% 65%
Existence of paid staff
No 88% 80%
Yes 12% 20%

The distribution of the sample according to thesidicators is presented in
Table 4.3. For two indicators, the sample is waealabced: degree of
diversification (i.e., 55% niche and 45% crossiseet) and additional non-

financial support (i.e., 48% no and 52% yes). FFthée sample are mostly active
in Belgium (81%) and at a national level (50%). Qhed (i.e., 29%) of FFs

exclusively support individuals while 26% and 45%spectively exclusively

support organizations and both individuals and wicggions. In addition, 73% of
FFs support recipients exclusively with grants &8dc on a short-term basis.
63% of FFs do not have any requirements in termspéct. This does not mean
that FFs do not require any reporting but that ttheyot cover the evaluation of
impact. And, finally, 72% of FFs have a board withhigh expertise, either in
management, field, or both.
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Table 4.3- Sample distribution

Count (110) %
Degree of diversification
Niche 61 55%
Cross-sectional 49 45%
Country coverage
Belgium 89 81%
" Outside Belgium 21 19%
g | Scale of coverage
3 | Local 26 24%
Regional 29 26%
National 55 50%
Recipient type
Individuals 32 29%
Organizations 29 26%
Individuals and organizations 49 45%
Financing tools
Grants 80 73%
w | Mixed (Grants, debts and/or equit 30 27%
% Time horizon
> | Short-term (< 3 years) 75 68%
2 Medium-term (Between 3 and
g years) 19 17%
& | Long-term (> 5 years) 16 15%
@ | Additional non-financial support
Yes 57 52%
No 53 48%
» | Impact requirement
g Yes 41 37%
S | No 69 63%
& | Board expertise
£ | Weak 31 28%
2 | Management 22 20%
S | Field 33 30%
Both field and management expe 24 22%
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Cluster analysis: method and findings

Method

Clustering is a relevant method to identify andraedte groups within an industry
(Domanski 2010). While this method has been extehsiapplied in the for-
profit sector, its application in the non-profitctar is rather rare (Domanski
2010). This may be partly due to the difficultyaafilecting data in the non-profit
sector; in particular, the qualitative nature ad thformation collected requires an
adaptation of the statistical methods in orderateetinto account the qualitative
character. As far as we know, our research is its¢ &ttempt to empirically
derive strategic groups in the field of philanthyap Europe.

Strategic groups refer to the grouping of orgaiozet that have similar business
models or strategy. Cluster analysis is essentailyexploratory technique and
fits our research purpose because we do not knpviori the number of clusters.
We make the assumption that there are a limitedbeurof strategic patterns
among FFs that are more complex than the literahang suggest.

The nine indicators presented in Table 4.1 areitgqtige variables. Beside the
fact that Squared Euclidian distance is often usethe literature (Domanski

2010), it is easily interpretable in our case: dtrresponds to the number of
modalities in which the FFs differ from each oth&fte then compute the distance
of the binary variables (i.e., each categoricalalde is transformed into binary
variables each corresponding to a modality of thtegorical variable). We use
the Ward technique and the software R.

The choice of the number of clusters is a diffiaaiue and there are plenty of
measures to determine the optimal number of cleist€harrad et al. 2014).
Based on the analysis of the dendrogram (Figurg th& CH criteria (Caliski
and Harabasz 1974), and the silhouette criterimugReeuw 1987), we postulate
that three clusters emerge (Table 4.4).
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Figure 4.1 - Number of clusters: dendrogram
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(the red circles represent three clusters for wttiehdistance of aggregation
(green arrows) is significant)

Table 4.4- Number of clusters: CH and silhouette criterion

Number of clusters CH criterion|  Silhouette width
2 10.51 0.13
3 10.54 0.16
4 9.74 0.16

Findings

Three strategic groups emerge with respectively 3%, and 26 FFs. The

composition of the three clusters according tortime strategic levers is given in
Table 4.5. This table is built based on the comtimoy tables. Seven out of the
nine indicators are significant in relation to ttiheee clusters (chi-squared test
with p-value < 5%). This means that, except for thdicators of scale of

coverage and board expertise (that appear in gréjable 4.5), the indicator

belonging to one of the three clusters signifigadgépends on the modality taken
on the strategic levers. Based on this table, veeadnle to identify common

patterns for FFs inside each cluster (the boxedeshaas well as stronger links
between indicators and clusters evidenced in balén{ified based on the

component of the chi-squared test).
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Table 4.5- Composition of the clusters according to the stratic indicators

Ward & Squared Euclidian
distance Cluster 1 Cluster 2 Cluster 3
Total FFs 49 35 26
Focus degree
Niche 80% 49% 19%
Cross-sectional 20% 51% 81%
Country coverage
o | Belgium 98% 100% 23%
& | Outside Belgium 2% 0% 7%
< | Recipient type
| Individuals 53% 3% 19%
LQ'_" Organizations 41% 43% 54%
Both individuals and organizations 6% 54% 27%
Scale of coverage
Local 24% 23% 23%
Regional 24% 29% 27%
National 51% 49% 50%
Financing tools
W | Grants 94% 34% 85%
LEJ Mixed 6% 66% 15%
w | Time horizon
& | Short-term 90% 29% 81%
% Medium-term 4% 37% 15%
x |Long-term 6% 34% 4%
8 Additional non-financial support
% | vYes 35% 60% 58%
? INo 65% 40% 42%
Impact requirements
o _|Yes 29% 31% 62%
= ﬁ No 71% 69% 38%
O O] Board expertise
E 8| weak 41% 14% 23%
O & Field 22% 31% 42%
= Management 22% 23% 12%
Field and Management 14% 31% 23%

Scope is a strategic dimension on which differénattegic patterns emerge among
FFs. The strategic lever degree of diversificaisra discriminating strategic
choice especially for clusters 1 and 3. While Fisluster 1 are highly focused
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and active in a niche, in cluster 3 FFs have asesestional action. Clusters 1 and
2 contain FFs that are (almost) exclusively aciiveBelgium while cluster 3
includes FFs with an international scope. FFs ioster 1 support more
individuals while FFs in cluster 3 rather choosgamizations as recipients. The
strategic lever scale of coverage is not a disodtimg factor for belonging to one
specific cluster.

FFs also differ across the three clusters on tlagacheristics of the support they
provide to their recipients (i.e., strategic dinienssupporting vehicle). Clusters 1
and 3 support recipients mainly with grants whilgster 2 includes FFs that use
mixed tools; FFs in cluster 2 employ not only gsahtt also debt or equity to
support their recipients. FFs belonging to clu&ere also engaged for a longer
period of time with their beneficiaries (contrapydlusters 1 and 3 for which FFs
support recipients on a short-term basis). Furtbegmn addition to the financial
means, FFs in clusters 2 and 3 give non-financigpert.

Finally, the third strategic dimension (i.e., manihg process) reveals distinctive
characteristics between the three clusters. FERigter 3 require their recipient to
provide them with reports in terms of impact whiles in clusters 1 and 2 do not.
While the link between belonging to clusters arelélpertise of the board is not
statistically significant, we observe that the etipe of the board of FFs in
cluster 1 seems lower than in clusters 2 and 3.iRkFduster 2 appear to have
higher expertise in management and in the field.iREluster 3, in turn, evidence
a higher field expertise.

Identity card of the clusters

In addition, beside the characterization of thee¢hclusters in terms of the
strategic levers, a detailed “identity card” of ttlasters can be drawn up based
on the additional data gathered with the surveg (htailed results are given in
Appendix 4). By using this information, we can g@ermore details on the profile
of the foundations in each cluster. In terms ofrgion of establishment, cluster
3 includes rather FFs located in Flanders. Thegtamn of FFs in terms of legal
status and type of foundations (i.e. mixed or gurancing foundation) is similar
between the three clusters. In clusters 2 ande3etare more young foundations
(created after 2003). In addition, in cluster Jertéhis the smaller proportion of
FFs that belong to a network. Cluster 3 has thednigroportion of FFs that rely
on paid staff and on volunteers.

Furthermore, the financial profile of FFs betwebe tlusters also differs. The
total of assets of FFs in cluster 2 is bigger camgdo clusters 1 and 3 as well as
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the initial endowment and the total amount of gqa# of the end of 2013. The
initial endowment of FFs in cluster 1 and 3 aredoviDespite the fact that FFs in
cluster 1, compared to cluster 3, had a higherwnumt, at the end of 2013, the
total of equity is lower. In cluster 1, more FFseukeir available financial
resources to finance their recipient. Neverthel€$s in cluster 1 also use the
proceeds of their investment to support their rieaipas well as FFs in cluster 2.

Three strategic groups among FFs in Belgium

To be able to characterize the strategy inside eadhe three clusters presented
in Table 4.5, we accentuate the corresponding ffest(i.e., for each strategic
lever there is not a perfect match (100%) for ac#igemodality). The results
obtained by clustering give directions and tendendiut do not have to be
considered in absolute terms, they are exploraffng. key patterns of the three
strategic groups are given in Table 4.6.

FFs in cluster 1 make grants; they are active éir thwn country in a single field
of intervention. In addition, they mainly suppartlividuals. We label the strategy
of FFs in cluster 1 groximate charitable philanthropy”. FFs in cluster 2, in
turn, adopt a strategy that we qualify as more gedaTheir relationship with
their recipient is rather longer term, they tailloeir support by diversifying their
financial tools and they provide their recipientg#hwadditional non-financial
support. We label the strategy of FFs in cluster“lgh-engagement
philanthropy ”. Finally, in cluster 3 we find FFs that are mairactive outside
Belgium in more than one field of activity; theyeuslassical grants but they have
impact requirements. We label the strategnternational impact-driven
philanthropy ” for FFs in this cluster.
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Table 4.6- Cluster characterization

Proximate charitable
philanthropy

High-engagement
philanthropy

International impact-
driven philanthropy

Niche Niche & cross-sectional Cross-sectional
SCOPE Belgium _Bglgmm QOutside Belgium
- Both individuals and L
Individuals o Organizations
organizations
Grants Grants/Loans/Equity Grants
SUPPORTING Short-term Medium/long-term Short-term
VEHICLE No additional non- Additional non-financial Additional non-financial
financial support support support
MONITORING No impact requirement No impact requirement Impact requirement
PROCESS
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Group 1 - Proximate charitable philanthropy

This group has the largest number of FFs (44% efgample). The strategy
“proximate charitable philanthropy” rather corresponds to the idea of charity
but it also nuances it.

The strategic choices that mainly refer to this etlaaf charity are those of the
supporting vehicle and monitoring process. The @gdn is rather traditional: the
foundations make grants without additional non+iicial support and on a short-
term basis. In this sense, FFs are not highly itapdid with their recipient. In
addition, the board has a low expertise and ttedegly of FFs in this cluster does
not include impact requirements. What appears tatliee heart of their strategy
is the act of giving. Nevertheless, the apparestate of an impact requirement
can be mitigated. It does not necessary mean thataFe not interested in the
achievement of their objectives but that they dbrequire reporting that covers
impact.

The fact that FFs mainly support individuals diedcthis could be a specific
feature of the Belgian sector) causes differentiess Because there is no
intermediary as such, the issue of impact difféns.the one hand, by supporting
individuals the action is more concrete, FFs “sebat they contribute. On the
other hand, the nature of the impact created difféFs cannot ask their grantees
to provide them with impact reporting in the sefisat their support is mainly
assistance (e.g. scholarships). Additionally, thdividuals have a vision that is
rather limited to them. Furthermore, the stratefjys in cluster 1 may be not
driven by the realization of somethimx-postbut rather by the recognition of
something already done (e.g. a prize). This clumteompasses FFs for which the
vision of strategy is not investment. This type sifategy leaves space for
something other than investment, for example gieeognition by awarding
someone.

The label “proximate” makes sense not only bec&l=ein this cluster are active
in Belgium. The choice of this term is also motadby the fact that FFs support
individuals. This means that there is a person@tiaaof the relationship with the
grantee. This thus creates a kind of proximity Hent. Because they support
individuals, even if formally FFs in cluster 1 dotrprovide their recipient with
additional non-financial support, we could thinlaththe grantees have access
informally to additional support because of thieximity.

141



4| STRATEGIC PATTERNS IN BELGIUM

Finally, what challenges the idea of charity in ol is the very narrow

perimeter. FFs in cluster 1 move away from the ideapreading their support;

they distance themselves from the idea of the okifg “coup de cceur”. While

authors such as Porter and Kramer (1999) deplae fdundations parcel out
their support, FFs in cluster 1 make clear choingsrms of scope. The strategy
of FFs can thus be focused and charitable, thesenar necessarily opposites.
This could also be explained by the fact that we foad in this cluster smaller

organizations that do not have the financial mearstervene in several fields.

If we refer to the concept of warm solidarity amuldcsolidarity introduced by

Pierre Rosanvallon (1981), the strategy of FFs his ffirst group can be

assimilated to warm solidarity. The warm solidarigyanchored in the family,

friendly, or associative relationship of proximityis made of interest, solicitude,
and attention (Savidan 2015). On the contrary utidarity relies on more

impersonal mechanisms, it is more institutionaliZzear example, the principle of
the Welfare State is mainly cold solidarity. Peopbey taxes and through this
mechanism there is redistribution. Neverthelesspigemay not feel that they are
in solidarity. According to Rosanvallon (1981), tmere the contributor is away
from the effects of his gift, the less he takessolidarity. FFs’ strategy in cluster
1 is hence a close solidarity with real people. fithenders of FFs that adopt this
type of strategy may need to be proximate in otddeel that they are doing the
right thing.

Group 2 - High-engagement philanthropy

The strategy High-engagement philanthropy appears to be closest to the
approach of venture philanthropy (the emblematipregch of the “new”
philanthropy). However, it does not fall into thiereotypes in the sense that not
all the prescriptions of venture philanthropy arfilfed.

Strategy of FFs in cluster 2 is close to that advet by venture philanthropy for
three main reasons. First, it encompasses an entarg of the financing tools
used; they not only use grants but also loans ardfiaity. The idea is to support
the recipient with tailor-made financing. Secoritgyt make strategic choices that
outline their high engagement with their recipietitey commit to multi-year
support (not only for the loans and equity but dsahe grants) and they provide
their recipient with additional non-financial supp{Grenier 2006). In addition to
this, the rather high internal expertise (in paic in management) reinforces the
idea of FFs that are being more professional (Bowv@006); this is in line with
“new” philanthropy. Finally, the fact that FFs imig group are exclusively active
in Belgium is in line with what is observed in tBaropean Venture Philanthropy
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sector (Hehenberger, Boiardi, and Gianoncelli 2014ost venture
philanthropists are active in their own countryisTis not a prerequisite as such
of venture philanthropy but corresponds to whatiserved in the field.

However, not all the ingredients of venture phiteiapy are present; surprisingly,
they do not have impact requirements. This doesmesn that the FFs in this
cluster do not require reporting from their recipibut perhaps that they are not
yet able to go into the impact itself. AlImost 60%tloe FFs in this cluster ask
their recipients to provide them with a descriptminthe tangible results of the
projects (e.g. number and profile of beneficiariesurs of training delivered,
overview of activities, etc.). This is not propeitgpact but it comes close. In the
literature, there is a shift toward what is calfedformed output” (Commission
Européenne GECES 2014). These are milestones ddrive an understanding
of the process by which social impact is delivergdich show a high likelihood
that the service or product is on track to prodtiee targeted outcomes and
impacts. In addition, FFs in cluster 2 do not digtiish themselves according to
the degree of diversification of their actions. Weuld have expected FFs to be
working at a niche level in order to have more ioig®orter and Kramer 1999)
but this is not the case. In Belgium, the innovatierms of philanthropy are still
at an embryonic stage and do not represent theamnaty of the foundations.
This could explain why these FFs do not presenthallcharacteristics of venture
philanthropy.

Group 3- International impact-driven philanthropy

FFs that adopt affinternational impact-driven philanthropy” strategy are
active outside Belgium. This could suggest a liokiparison with international
cooperation. FFs’ strategy in this cluster incogtes some of the characteristics
of international cooperation but also challenges dtereotypes we may have in
mind. There are some assumptions related to thgrggbical distances between
FFs and their recipients and how to act in thi®cas

What FFs in cluster 3 share with international @apion is their choice of
scope, and the decisions they make in terms of tovomg process. FFs in this
third group are active outside their national bosdand they mainly support
organizations. This corresponds to how internatiom@operation acts.
Foundations are no longer only concerned with théistribution of wealth
between the North and the South, but refine anghtaaathe globalization of
society (Edwards 2009). FFs in cluster 3 are nobtaative in the southern
countries, and not all address the classical thevhetevelopment cooperation,
such as health or social action, but also exteri fleld of intervention. While
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only few foundations are active outside their besd&dwards 2009) and support
from foundations constitutes a very small part afefgn aid (Edwards 2011),
foundations are inevitably confronted with worldeidssues in a globalized
society (Develtere and De Bruyn 2009); their scape their modes of action are
led to evolve.

The strategy of these FFs is to intervene in séWetds, they have a diversified
approach. This is in line with the fourth pillar idevelopment aid which
encompasses actors, including foundations, thatnamredomain specific aid
organizations (Develtere and De Bruyn 2009). Furtioee, FFs’ strategy in
cluster 3 evidences an expertise in their boardimctors that is mainly field-
related. This is also the type of expertise thavails in international aid (Kothari
2005).

Finally, FFs in group 3 have requirements in terofisimpact. This is not
surprising given that the “wave of impact” takes g&ource in development
cooperation (Alnoor Ebrahim and Rangan 2014). Tdeaiof impact is not
something new initiated by venture philanthropy.eTitoots of impact can be
found in international development programs, whardogical framework is
introduced in the year 2000 (Ebrahim and Rangad 201

With regard to the supporting vehicle, the stratggisitioning of FFs in cluster 3
is less marked. FFs in group 3 mainly use gransufiport their recipients on a
short-term basis; this challenges the recent temégmof philanthrocapitalism
(i.e., the use of business methods and the maokgahsform philanthropy) in
international aid (Edwards 2009) but corresponda toore traditional approach
of international cooperation. Regarding the pransof additional non-financial
support, the strategy of FFs is mitigated in cluSte

Discussion

By using objective statistical methods, we underlthe diversity among the
strategies of FFs in Belgium. We highlight the féett there are different paths to
achieve a public purpose. In particular, in Belgidinee distinct strategic models
emerge: “proximate charitable philanthropy”, “highgagement philanthropy”,
and ‘“international impact-driven philanthropy”. Ggaphical coverage, the
degree of diversification, and the financing tomis strategic levers on which the

choices of FFs are very discriminant.

This article demonstrates that the strategy of iEfsrich phenomenon. Strategy
for FFs is more complex that the literature hasgested. If we had to make
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hypothesisa priori regarding the strategies of FFs, we would probdigdye
thought of two types of strategy corresponding tmarity and to venture
philanthropy. We would not have assumed the extster a third type of strategy
specific to FFs that are active outside their barddowever, today, the picture of
strategies of FFs in Belgium evidences a hybridadtar. Our results outline that
there is not only the “old” and the “new” FFs, libat an international strategy
also emerges. The charitable model and the vephitanthropy model tend to
hybridize; they mix their specificities.

Our results thus contribute to the Manichean detyateoften takes place in the
academic field of philanthropy, where the discussi® framed in a way that
polarizes the “old” as “dated” philanthropy and theew” philanthropy as
necessarily more effective. Based on our resukéspuance the existing strategic
models dichotomized between an old and a new philapy which would be
more strategic. We evidence that there is no appadéstinction between
charitable philanthropy and strategic philanthrofiye reality is more nuanced
and combines elements of both approaches. Thisleantiemonstrates that it
would be wrong to polarize the issue of FFs’ statén terms of strategic
philanthropy versus old charitable approaches. i®sults are in line with those
of Mair and Hehenberger (2014: 1189) who see venpailanthropy‘as a “tool

in the toolbox” of organizational philanthropyThe recent evolutions in the field
of philanthropy offer FFs an enlargement of thatsgic options that are at their
disposal. Today, FFs can rely on distinct toolsaoy out their objectives, among
which are the specificities of venture philanthropyhe arrival of venture
philanthropy to the field has effectively influenicé. Nevertheless, in Belgium
we do not yet see a complete change of paradigmather a hybridization of the
different philanthropic models.

Conclusion

With this paper, we participate in the building af better knowledge and
understanding of the practices of Belgian foundetiand to some extent of the
European foundations sector. Our results illumirla¢estrategic choices made by
foundations and outline the existence of hybridtstyic models among FFs in
Belgium. This paper contributes towards the prastiof foundations to no longer
be considered to be “black boxes”. As far as wewknio is the first time that
strategic models for foundations have been emplyitasted. Furthermore, our
results give valuable insights for the field of Iphthropy itself. FFs can rely on
our results to better figure out the environmentvhich they evolve, to consider
their positioning, and to reflect on their pracsice

145



4| STRATEGIC PATTERNS IN BELGIUM

Our results suggest three main research avenuss, thiere is a need to extend
the study to other European countries in ordemtarge our understanding of the
practices of other European FFs. If similar analys conducted in other

European countries, we will be able to have a trarssll view and a better idea of
the level of attraction of the foundations sectorttie practices of the “new”

philanthropy.

This leads us to the second research avenue. lthhewery valuable to generate
a vision of FFs practices over time. In Belgiume tamergence of venture
philanthropy is still embryonic. In five or ten ysathis may change. It is possible
that we will observe a more pronounced type oftatya in line with the

requirements of venture philanthropy, if we regbatsame analysis in the future.

Third, the descriptive aim of the present artickea necessary first step to
investigate the practices of FFs. However, it doeshave an explanatory aim.
How can we explain why a FF adopts a specific typstrategy? What do these
strategic patterns allow? To which logics do thelseters answer? We still have
few explanations at this stage. We suspect, fomgi@, that the size of the FFs as
well as their field(s) of investigation may influemn their choice of strategy.
Furthermore, the profile of the founder(s) or thi#uience of a leading player may
also explain the strategic choices made. In mosbf&an countries, the fact that
the Welfare State is still considered as the keyel in the public interest may
also drive specific strategic choices. Finally, &iexe the geographical coverage
appears discriminant among the practices of FFBdlgium, this leads us to
guestion the issues underlying the distance betweedonor and the recipients.
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STRATEGY : A THEORETICAL PERSPECTIVE

In the previous chapter using cluster analysisdeatified three strategic patterns
among FFs in Belgiunproximate charitable philanthropy, high-engagement
philanthropy, andinternational impact-driven philanthropy . We discussed the
characterization of each of these strategies andded evidence for the nuances
elicited by these results compared to what is egoefrom the literature. The
three strategic groups challenge the traditionahikteean vision of philanthropy,
at the heart of which we find the idea of effeatgss; according to this, there
would be the old, dated, and ineffective philantlyrcand the new, effective, and
strategic philanthropy.

How can we explain the diversity among FFs strategs?This is the research

guestion we aim to contribute to in this chaptg@or®aneously, we are inclined to
think that FFs make their strategic choices in teaheffectiveness that is at the
heart of strategy. This refers to the instrumedtaension of philanthropy that is

the achievement of FFs objectives. However, upstretthe effectiveness issues,
it appears that FFs are confronted with two trarsalestrategic issues anchored
in the features of FFs. In chapter 1, we have dset how the specificities of FFs
confront them with control and legitimacy issueas.this chapter, we go a step
further and are interested in deepening our uraledstg of strategy under the
perspective otontrol andlegitimacy. We aim to investigate if FFs put in place
conditions in order to manage the control and ilegity issues they are faced
with, in particular regarding the positioning o thight strategic levers identified
in Chapter 2.

To make sense of these two transversal strategidledges of control and

legitimacy, we turn to organizational theory. Irrtiular, we make use of agency
theory (AT) that addresses the problem of delegakietween two actors. AT

helps us to understand the control issue facedHRsy We complete our analysis
with institutional theory (IT) which deals with thegitimacy issue; it studies how
organizations behave according rules, norms, ardf®eenacted by their

environment. With the combination of these theorigs are able to develop a
deeper understanding of the instrumental dimensibnFFs’ strategy, the

achievement of a public purpose. In this chaptieateny is thus considered as
being a rational approach.

The present chapter is structured as follows: wst filiscuss how control and

legitimacy are strategic issues for FFs, by the nseaf effectiveness. We then
study the control challenge by means of AT andati@macy challenge by using

147



5| CONTROL AND LEGITIMACY

IT. Furthermore, we review the eight strategic ksweith regard to these issues.
Finally, we explore how to some extent the threstesjic patterns that emerge
among FFs in Belgium can be seen as answers toat@mtd legitimacy issues.

5.1. What drives FFs’ strategy?

In this section we take as a starting point thelifigs of Chapter 2 regarding
strategy and effectiveness, and we come back toighges of control and
legitimacy discussed in Chapter 1.

5.1.1. Strategy and effectiveness

As evidenced in Chapter 2, in the literature awthsgirch as Porter and Kramer
(1999) deplore the lack of a strategic approachraimundations (including
FFs). These authors mainly relate their criticismthe question of effectiveness.
Strategy is an issue that is essentially tacklemmfrthe point of view of
effectiveness (i.e., the degree to which objectaesachieved and the extent to
which targeted problems are solved). In addittbe,issue of effectiveness is at
the heart of the current pressures in the fielghofanthropy brought by venture
philanthropy. The meeting between the worlds difress and philanthropy lead
to a stronger demand for effectiveness.

It appears that FFs do not always behave as seghdst the normative
statements of the literature. For example, theditee states that it is more
strategic for a foundation to be focused (LettsamRyand Grossman 1997);
according this vision, niche players are more éffecthan cross-sectional
players. However, we observe that there are FFsate not focused. Other
authors advocate for the development of tailoredarfcing (Buckland,
Hehenberger, and Hay 2013); enlarging the finandiogls is hence more
strategic. Nevertheless, examples of FFs that d@novide their recipient with a
large range of financing tools are numerous. Fotimas are also asked to have a
high focus on impact (Porter and Kramer 1999) byiractice they do not always
meet this requirement.

The elements discussed rather suggest that théiaques strategy is much more
complex than it initially appears. If FFs want toheeve their objectives and
hence be effective as public purpose “providetsihéans that other elements are
at stake. The following question then arises: wd@at-Fs do that is not in line
with the “strategic recommendations”? And, if thers no “strategic
recommendation”, how can we explain the choicesertagtween alternatives?
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This may mean that there are necessary conditmtitet effectiveness that could
explain the diversity of strategies.

5.1.2. If not (directly) for effectiveness, then for what?

As with any organization, FFs evolve in an enviremithat influences their

behavior. In particular, FFs’ strategy and the ulyitey choices are shaped by the
interaction between FFs and their recipients, anthb interaction between FFs
and key stakeholders such as civil society, theaeSgac. In particular, these

relations with their recipients and all those whe aot their direct beneficiaries

raise control and legitimacy challenges (Chapteifthg search for legitimacy for

private and non-democratic actors that addressintterest issues in a context
of a Welfare State, the management of the delegyaetationship through a

financial flow at the heart of their action and #wlution and uncertainty of the
environment in which they play lead us to enlatgeperspective under which we
study strategy (Figure 5.1).

Figure 5.1 - FF Strategic Drivers

Private and .Publlc LEGITIMACY
non- . 1n.ter.est Strategic
democratic mission Ghiftar
Mission achievement
measurability
S CONTROL
. ancia :
Outsourcing fnanct Strategic
flow driver

We postulate that in the case of FFs control agitifeacy are two main strategic
drivers: we see them as two challenges that FFe tmgtrategically manage in
order to carry out their mission and thus reackeatiffeness. In other words,
because FFs are confronted with control and legitijrissues they take strategic
positioning on specific controllable variables, ahiare the eight strategic levers
identified in Chapter 2.

The features of FFs’ actions raise the questioafigctiveness differently. FFs’
strategy is to some extent driven by the need ks t6 control what recipients do
and the search for legitimacy. Upstream of the tjue®f effectiveness, FFs are
thus faced with how to deal with control and legacy issues. FFs’ strategy is
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therefore a consequence of the management of iiskerms of control and
legitimacy. Because we are interested in strategierstood as a combination of
choices on specific strategic levers, the decisimage on these strategic levers
may reflect, to some extent, the need for FFs toage the questions of control
and legitimacy. We suggest that the choices ingesfiscope, supporting vehicle,
monitoring process, and the eight strategic leweans be explained via these
issues of control and legitimacy.

In the literature this link between control andeetiveness is well-established. If
recipients do not behave properly, FFs will notefffective in carrying out their
mission, the misbehavior of the entrusted entitesecognized as a source of
ineffectiveness (Eisenhardt 1989). The literatus® ashows the link between
legitimacy and effectiveness, legitimacy is recagdias increasing the chance of
lasting success (Deephouse 1999; Deephouse anan&uc2008; Dowling and
Pfeffer 1975; Suchman 1995). From a strategic pofntiew FFs need their
actions to be recognized as making sense and bepgpriate. This guarantees
the effectiveness of FFs’ action. In order to dedh this legitimacy issue, FFs
will be compelled to choose specific strategic posing.

Finally, the two strategic drivers may also mutyaikinforce themselves. By
ensuring that the recipients behave correctly amdribute to the realization of
the mission set out by FFs, FFs contribute to thein recognition. Conversely, if
FFs are considered to be legitimate by stakehqgldecgpients may be more likely
to behave properly in order to benefit from therappl of FFs. Nevertheless, it
does not always go in this direction, these twaatd do not always reinforce
themselves. For example, a stronger control can bks perceived as less
legitimate by stakeholders.

5.2. Theoretical approaches: Agency Theory and Institutbnal

Theory

To make sense of and advance the understandinigesé ttwo main strategic
challenges, control and legitimacy, we turn to aigational theory. The term
“organizational theory” refers to a set of theotieat aim to explain organizations
at large. An organization can be defined as a begsdem created by individuals
in order to satisfy needs and objectives througbradioated action (Charreaux
and Pitol-Belin 1992). Agency theory (AT) speciflgastudies the problem of
delegation (i.e., the problem of agency) whileitntibnal theory (IT) addresses
the issue of legitimacy. In the following two sects, we briefly present the main

150



5| CONTROL AND LEGITIMACY

lines of these two theories before explaining hbeytcan help us to understand
FFs’ strategy.

5.2.1. Strategic driver 1: control

Because FFs outsource the operationalization @f thission to recipients, they

are confronted with a control issue. They needet@lble to control and monitor

how their recipients behave. This situation of daten and the related issues
that arise are at the heart of agency theory (AT)s theory therefore appears
appropriate to support our analysis.

5.2.1.1. A brief review of Agency Theory

The agency relationship

AT investigates the agency relationship thatdne of the oldest and commonest
codified modes of social interactiofRoss 1973:1). AT (Jensen and Meckling
1976) studies the problem of delegation betweenastors: the principal and the
agent. The principal entrusts the agent to realigeven task on behalf of him and
in his interests. At the heart of this delegatiberéfore there is the search by the
principal for maximization of utility. The agent hlred to execute a task that
initially serves the objectives of the principal.aWagement of the agency
relationship is complex (Eisenhardt 1989). In thecsfic case of FFs, a FF is the
principal and the recipient is the agent. FFs dakego the recipients the
operationalization of their mission.

Information asymmetry

At the base of AT there is a contract, or the mabaf a contract, between the
principal and the agent (Jensen and Meckling 1978 contract can be formal

or tacit. According to AT the organization is a teys of contract nodes; the

organization does not have an independent exis@mtes considered as a set of
individuals who have contractual relations (Roul807). In the case of FFs the
recipient is also linked to the FF through a casttrd@his can be tacit (e.g. based
on trust) or formalized (e.g. through conventiomdtten documents).

It might be difficult to monitor what the agent dobecause of information
asymmetry. This means that the agent may have mmfoemation than the
principal, and the agents may take advantage efalymmetry of information.
When it is difficult to monitor and control the amts of the agent, he could act
according to his interests, instead of those ofptfirecipal. The principal not only
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delegates the task but also the associated levglowkr; he puts the means
necessary to realize the delegated task at thegdibpf the agent. If the interests
of the agent are not in line with the intereststttd principal, the agent may
misbehave and take ineffective action or give ingaie information. The agency
problem specifically refers to delegation in theuaiion of a conflict of interest

between the two parties. The principal and the bggerate in an uncertain
environment and the situation is one where theistpaf risk between them is

desirable (Grossman and Hart 1983). When a foumladiecides to finance

recipients (i.e., a FF), according to it, it is idalsle to externalize the

operationalization of its mission. Different reasanay explain this, for example
a lack of internal expertise, a lack of staff toegie, a desire to support
organizations already in place, the willingnesgitectly support individuals in

the realization of their projects, etc.

The opportunistic behaviors

In the situation of an agency relationship two peots may occur because of
information asymmetry. The first problem is the atignment between the desire
goals of the principal and the agents, and thécdiff for the principal to monitor
what the agent does. The second problem is thereifte of attitudes towards
risk of the two parties (Eisenhardt 1989).

There are two types of opportunism when the indigldnterests of the agent are
not compatible with the interests of the principadoral hazard and adverse
selection. Moral hazard is &x-postopportunism that designates the fact that the
agent may be tempted to take ineffective actioprovide inaccurate information
(i.e., hidden action). This concept is rooted ie thsurance sector where the
insured can change its behavior knowing that heoigered by an insurance
contract (Milgrom and Roberts 1992). Adverse séactis an ex-ante
opportunism when, because of information asymmetrg, agent knows more
than the principal about the task at hand and c@nthis advantage to make
adverse decisions (i.e., hidden characteristics® danonical example is that of
the second hand market. The seller knows the deaistcs of the object he
wants to sell but the buyer does not. The selley mde the faults of the object
and take advantage of the information asymmetrythin situation where the
behavior of the agent cannot be easily managedrselv&election and moral
hazards may appear. We will see that in the cas&®sf despite the fact that both
principal and agents work under the umbrella oflipulmterest, opportunistic
behaviors may also appear.
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The need to monitor and control

In order to avoid an agent’s opportunistic behavitbre principal has two main
options. He can either monitor the behavior of @lgent through an information
system (i.e., “behavior-based contract”) or thecomes of the agent (i.e.,
“outcomes-based contract”). In the second opti@neths a risk transfer from the
principal to the agent (Eisenhardt 1989).

In order to limit or to guard against the potenti@bortunistic behaviors of the
agent the principal will establish an appropriatstem of incentives and resource
monitoring; this creates a cost, which is part bfinis called the agency cost. The
agency costs include the control and monitoringeexitures (i.e., costs to ensure
that the agent will not act against the principatd the costs incurred by the
remaining loss generated by the agent’s misbehaViwe principal will thus be
motivated to manage the agency costs in order namide them.

To minimize agency costs the principal has variopions: for example, he can
operate a repartition of the types of decision anthre different agents, put in
place governance mechanisms, establish financ@@niive mechanisms, and
reduce his scope, etc. The board of directorsexample, can play a key role in
monitoring and controlling the agent’s work; itseen as an information system
(Fama and Jensen 1983). In the specific case gftREslecisions relative to the
eight strategic levers can be seen as a meanduoaéehe agency costs. In other
words, by making specific decisions on the eigtdtsgic levers FFs are able to
reduce their agency cost. The principal trade-affe between the cost of
monitoring the behavior of the agent, the costmehsuring the outcome of the
agent, and transferring risks to the agent (Eisehfi089). According to AT an
organization will be considered efficient if it lite its agency costs.

5.2.1.2. Agency problems for FFs

As explained in Section 1, FFs’ actions are charamd by the delegation
between a FF (the principal) and the recipienteffinancial flow (the agent) and
the fact that the good behavior of the recipierat igecessary condition for FFs to
achieve their public purpose. According to a stué¢ of AT and its core concept
of utility maximization, agency problems arise onhetween individuals.
Nevertheless, behind the terms FFs and recipientivjiduals and collectives of
individuals (e.g. board of directors, operatiorrn) are at work. If the board of
directors is considered as the organ in chargeebtganization and that acts on
behalf of it, we are thus interested in understagdihe delegation issue between
the board of directors of the FF and the board iofctbrs of the recipient
organization. In the situation where the recipientan individual, the agency
problem is one between the board of directors ef fr and the individual
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himself. For the sake of simplification of our ayss, in this chapter we employ
the terms FFs and recipients without any additispakification.

The agency relationship between FFs and the retipiesents specific features:
we have identified four main characteristics thatdetail below.

External delegation

Compared to the classical delegation issue in dzgtons (i.e., between
shareholders and employees), a FF faces an additmoblem: they entrust
agents that are outside the FF's organizationatttre. The recipient (i.e., either
individual or organization) are not part of the HIfe recipient could be seen as
an executive team or managers; but they are namnalty part of the
organizational structure of the FF. This charastermay make the establishment
of monitoring and control mechanisms harder thathencase of managers who
are part of the organization. In this situatiore thcentive mechanisms are less
evident; except for the fact that FFs will potelhiaot renew their support, the
support granted is somewhat already acquired elfstipport provided is a single
instance (without possible renewal), the recipohrgs not have a lot to lose if he
misbehaves.

Delegation through money

The nature of the delegation based on a direcindiah provision creates an
unusual agency relationship. FFs do not hire renigito operationalize specific
programs or projects defined by FFs themselvesy Thevide recipients with
financial support and recipients conduct their gojects that are expected to be
in line with FFs’ mission. When the recipient isiadividual, we may think that
the action of FFs is direct and that there is nenag problem. Nevertheless,
because the financial flow is at the heart of #latronship there still is an agency
issue. The individual receives an amount of mohey ¢tan be used with a certain
level of freedom. One understands that giving motoegn individual does not
present the same challenges as providing the chaaiwith access to specific
training, a place to live, psychological suppott, e

Under the umbrella of public interest

Because FFs and their recipients both operate utigerumbrella of public

interest, we might be tempted to think that ther@é agency problem and that
there is an alignment of the interests of bothigartin other words, we could
think that the fact that FFs and the recipientslimteed through public interest
prevents opportunistic behaviors of the recipidhthere is the absence of a

154



5| CONTROL AND LEGITIMACY

conflict of interest the agent will behave as thi@gpal would like, regardless of
monitoring and control (Eisenhardt 1989).

The context of public interest in which the relaship between both parties
occurs potentially mitigates opportunistic behasioBtewardship theory states
that agents are not always self-interested anddblégctive behaviors can take
precedence over individualistic conduct (Davis, d&ariman, and Donaldson
1997). The control logic is thus replaced by a nuwk#aborative logic; the agent
is intrinsically motivated to behave properly (Sarainurthy and Lewis 2003). In
the specific case of FFs, stewardship theory wde&tl us to consider that
recipients will be more likely to work in line witthe interests of FFs because
they both want to contribute to the public interdisthe recipient is an individual
this argument makes less sense because the inaivioot necessarily open to
the public interest aims that surround the supgp@mted.

Even in the not-for-profit sector opportunism esige.g. Van Puyvelde et al.
(2012); Balser and McClusky (2005); Hill and Joi#892)). The recipient can,
for example, fake its mission in order to be irelwith the mission of a FF and
receive funding €x-anteopportunism). The recipient can also mismanage the
financial means put at its disposek{postopportunism). What characterizes the
relationship between FFs and their recipients is thct that generally the
demands for funds are much higher than the funddadle. On the one hand,
this competition for funding can reinforce the peofpehavior of the recipients.
These align their behavior to the expectations leé. FOn the other hand, what
often arises is that recipients are strugglingfémding and the pressure is such
that they may misbehave in the short-term (evédrisfcontrary to their long-term
interest). In the same vein, once the funding iseghrecipients may be tempted
because of budget pressures to allocate the mongnojects in its portfolio that
are not the target of the FFs’ mission or to usentlo finance operating costs.

Programmability

Finally, the nature of the agency relationship lestw FFs and their recipient is
complex because of the difficulties in measuringl avaluating the impact
generated. The programmability, defined“d®e degree to whichappropriate

behavior by the agent can be specified in advar(@senhardt 1989:62), is an
issue for FFs and their recipients. For non-profganizations and for FFs in
particular the impact is not always tangible. Dapeg on the mission of the
organization, impact can take various forms whi@hdifficult to measure and to
compare (Frumkin 2006; Ebrahim and Rangan 2014). Hes it is thus

complicated to monitor and control what the recipsedo through an “outcome-
based contract” that requires their recipient toiee a certain level of impact. It
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appears reasonable to think that FFs will combieeapproaches of an “outcome-
based contract” and a “behavior-based contract”.

We thus see that these four features (i.e., eXtetelegation, financial flow,
public interest umbrella, and programmability) easome specific questions in
terms of control and monitoring. In the section,5a& will discuss how the
choices on the eight strategic levers can be seea way to manage these
challenges of control and monitoring.

5.2.2. Strategic driver 2: legitimacy

With AT we discussed how control issues faced by Ffuence their strategy.
Nevertheless, the nature of the contracts betw&sraRd their recipients does not
provide a comprehensive picture of FFs’ stratediallenges. FFs, like other
organizations, do not exist in isolation. The paed of FFs are influenced by
their environment (Sandfort 2008; DiMaggio and Pibwe83). In the specific
context of a Welfare State, the actions of FFsneirivate actors without
democratic controls acting in the public sphereklgecognition and acceptance.
In other words, FFs face a significant legitimatyaltenge which shapes, to a
certain extent, their strategic choices. To addtesdegitimacy issue of FFs we
apply the meaningful insight of institutional thediT) that addresses how the
pressures of the institutional environment leadatganization to comply in order
to appear legitimate (i.e., the institutionalizatiof organizations).

5.2.2.1. A briefreview of IT

Legitimacy is defined a& generalized perception or assumption that théaarts

of an entity are desirable, proper, or appropriatgithin some socially
constructed system of norms, values, beliefs, agfinitions’ (Suchman
1995:574). In the specific case of FFs, their astidlo not appear proper or
desirable for various reasons. In the context Wielfare State, the norm is that
the State takes charge of the public interestt deaest an organization based on
democratic principles does. The origin of the endent of FFs is often
guestioned. The endowment may have been genemtbe detriment of social
and environmental causes that the FFs will thepaupFFs may be challenged
on their integrity to act in the public sphere.tiis sense, FFs receive pressures
from their environment that lead them to conforncéotain definitions of doing
good in order to be considered as legitimate. ITeisognized to have clear
applications for FFs (Frumkin 2006).
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Three development phases

IT features in a very large body of literature; de not aim to review this in its
entirety for this research. Nevertheless, the thmram steps of the development of
this theory deserve attention. These different kgeent phases are successive
answers to the criticisms addressed to IT, suchhasfact that institutional
determinism is too high and the agency too low.

In its seminal works IT takes a rather determinisipproach (Meyer and Rowan
1977; DiMaggio and Powell 1983). IT considers tthet environment influences
organizational behavior; there are external presson organizations that lead
them to conform to rules (i.e., rationalized myhefer and Rowan 1977)) even
if it produces organizational inefficiencies. Ifetlorganization does not respect
these rules, it will be considered as illegitima@¥ganizations therefore tend to
behave in increasingly similar ways (i.e., isomasph pressures that can be
mimetic, coercive, or normative (DiMaggio and Pdw&B83)). With this
development phase of IT we are able to identifyghessures of the environment
on organizations.

In a further development of IT, embedded agenapti®duced. This means that
the organizations, despite the pressures of thir@anment, have the power to
take action and manage these pressures (Lawremt&wsdaby 2006; Oliver
1991). This second developmental stage returnstaircéevel of autonomy to the
organizations. They do not suffer pressures ofrtbavironment without any
capabilities of action; they can act to deal witede environmental pressures.

In the most recent evolution of IT, called insiibuial work, the theory goes even
further. Organizations can not only manage the sures exerted by their
environment but they can also, in turn, influenbeirt environment (Battilana,
Leca, and Boxenbaum 2009; Quinn, Tompkins-Straage, Meyerson 2013).
According to this view organizations can shapertkavironment in response to
external pressures.

In this research we are mainly interested in erpigi the strategic choices of FFs
and how they are shaped by their environment aadothssures it exerts. This
means that we mainly work in consideration of depeient phases 1 and 2 of IT.
The strategic choices of FFs would reflect attertptonform to the environment
to address legitimacy pressures (DiMaggio and Pol@83). Oliver (1991), for
example, has identified five generic strategies thay be adopted in response to
the environmental pressures: acquiesce, comproavsé], defy, and manipulate.
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Pragmatic, moral, and cognitive legitimacy

The understanding of what legitimacy is has beemaced by Suchman (1995)
who distinguishes three types of legitimacy: praticndegitimacy, moral
legitimacy, and cognitive legitimacy.

An organization benefits frormognitive legitimacy if its existence is considered
as taken-for-granted; people would spontaneoushktbf it either because of
their domain of activity, their expertise, theiogucts, etcA priori, people do not

doubt the behavior of this organization. The peremay of the organization is not
challenged. In the context of a Welfare State, Fvg benefit from this type of
legitimacy; these are often the very big foundatiothat have a strong
“national/public” emblem (e.g. King Baudouin Foutida in Belgium, Fondation

de France in France, Swiss Foundation in Switzdjlan

Moral legitimacy is a second type of legitimacy that is based ommatve
approvals. There is an “ethical halo” surroundingitt activities; moral legitimacy
rests on a perception of rightness. When an orgtiaiz has moral legitimacy, it
is considered to be doing good thing§hése judgments, in turn, usually reflect
beliefs about whether the activity effectively potes societal welfare, as defined
by the audience's socially constructed value sys{@&uchman 1995:10Moral
legitimacy is broken down into four subtypes ofiliegacy (Suchman 1995):
consequential legitimacy (i.e., the judgement isedaon the results of the
organization), procedural legitimacy (i.e., confaymof the processes of the
organization to the norms), structural legitimacy.( legitimacy given by the
organizational form), and personal legitimacy (i@arismatic legitimacy given
by the leader of the organization). The perceptibrightness in the case of FFs
is challenged, among others, on structure legitym@e., its non-democratic
basis) as well as on procedure legitimacy (i.glelis known about the practices
of foundations). It appears reasonable to think ffes could gain legitimacy
mainly based on their realization or because othHaisma of their founder.

Pragmatic legitimacy in turn is based on the self-interest of the dtalders of
the organization, such as the beneficiaries, werkiemders, civil society, etc.
The most immediate audience of the organizationla@voansider it legitimate if
they can gain any benefit from the organizationr{2804). FFs can thus benefit
from pragmatic legitimacy if they are effective sapporting their recipients, if
they report the achievement of their mission tadfns, if they make efforts to be
accountable and transparent, etc.
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5.2.2.2. Legitimacy issues for FFs

The legitimacy challenge for FFs is evidenced begagons commonly asked
about their work:*What value do foundations contribute to society@w good
are the programs they design and support? Are teaghing the people who
need them most? How well do they learn from théstakes? (...) To me, these
are the tractable issues of legitimacy or credi{li..)’ (Chelimsky 2001:17).

To advance our understanding of the legitimacydasgaced by FFs we divide our
analysis into two parts. In the first part, we itiignthe main entities that can give
legitimacy to FFs. In the second part, we deeplgiyae the type of legitimacy
which is at stake in the case of FFs based onisiection operated by Suchman
(1995).

Main stakeholders

The stakeholders are entities that can affect @ffeeted by the achievement of a
FF's objectives. There are thus different stakeftsldrom whom FFs can gain
legitimacy: the recipient, civil society, the Stawher foundations, workers,
volunteers, other non-profit organizations, donets,

FFs can draw legitimacy from their recipients (Fkim2006). The existence of
individuals or organizations that need FFs’ suppatifies the presence of FFs in
the public arena. The level of legitimacy achiewwdsupporting individuals or
organizations potentially differs. By supportingyanizations FFs may access the
recognition of the non-profit sector at large. Besma this sector addresses the
same societal issues they can act as a prescribdfFs and send them
beneficiaries and/or lead FFs to be recognizedsaBil The recipients are a key
source of legitimacy for FFs, not only to justifietr actions but also to contribute
to a better recognition of the FF's action. FFsaiep on their recipients to
effectively achieve their mission because the renig are in charge of the
operationalization of the FF’'s mission.

By serving a public purpose and benefiting fronaeofable tax-system, FFs are
accountable to civil society at large. In particulelunteers (including board
members) and workers bring legitimacy to FFs. Bgdpeing involved in FFs
they increase the visibility of the action of FFrslaecognize the value created by
FFs. The fact that universities conduct researdhenfield of philanthropy, such
as on social impact, also contributes to the isguegitimacy. The peers of FFs,
either other foundations or key actors in the field philanthropy, can give
legitimacy to FFs (Frumkin 2006). To obtain legiéiay from these actors FFs can
collaborate with front players that already bendfibom legitimacy. This
collaboration can take various forms from the ewmficing of projects to the
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sharing of expertise. FFs can also create networfevor the recognition and the
visibility of the FF sector

Furthermore, because we study the context of thikavéeState and FFs pursue a
public purpose, the State is an unavoidable actwnwve reflect on legitimacy
(Frumkin 2006). With the existence of an advantagetax-system for FFs the
State indirectly supports FFs (Frumkin 2006). Thigans that government
confers to FFs a certain level of legitimacy. Inliéidn to the legitimacy provided
by the legal conditions FFs can gain legitimacyaose of the specific role they
can take. As evidenced in Chapter 1, FFs can pagral roles in connection
with the government (e.g. complementarity, subisti). In order to gain
legitimacy from the State, FFs can collaborate itblic agencies, conduct pilot
projects that could be extended in a second stgggolernment (e.g. social
impact bonds), and include public representativetheir board of directors.

Types of legitimacy

Because of the very diverse nature of FFs' key edtaklers, the type of
legitimacy FFs can gain from them differs. It apgeaseful to distinguish the
legitimacy of the model of FFs itself and the legécy of each FF individually.
Nevertheless, the borders between the three typ&gitimacy are sometimes
blurry.

In a Welfare State context, the State is still abgred as the unavoidable actor
for the financing of public interest. FFs are nget] the organizations that are
thought of spontaneously for matters of public rie¢¢ FFs lackcognitive
legitimacy. Today, in the foundation sector in Belgium foaewle, there are no
well-known philanthropists. Except for some excepsi, FFs are not considered
as taken-for-granted; the model of FFs is not yly faccepted in Welfare State
European countries. These exceptions encompassa#e of very emblematic
FFs with a long history and a national emblem (tbadome extent are linked to
the State) or FFs that have a mission that we coulaify as “universally
accepted” such as theondation contre le Canceand Child Focusin Belgium.
Nevertheless, this is changing; philanthropy ististg to be more automatically
identified as provider of funding resources.

FFs have little control of their cognitive legitima In a country such as Belgium
the figure of foundations is not yet well known;d-&re faced with a visibility

challenge. There are still vast numbers of FFsatanctive discreetly and that do
not systematically communicate their actions. ktishis stage that networks and
federations can play a role (e.g. Belgium NetwofkFoundations, European
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Foundation Center, DAFNE Pefonde¥). The process that leads foundations to
be considered as taken-for-granted is a processatkes time.

FFs are also faced withmaoral legitimacy challenge. Rare exceptions apart, FFs
are not surrounded by an ethical halo. Because #&fes non-democratic
organizations acting in the sphere of public irgeriey raise suspicions. In
comparison to other non-profit organizations theesice of a general assembly in
FFs tarnishes their reputation. Furthermore, tharftial means at their disposal
may increase the lack of moral legitimacy; therghhibe mistrust regarding the
origin of their endowment. FFs can be criticized fignerating money to the
detriment of the public interest. People may alsabd the altruist intentions of
FFs and think that they are (only) driven by tagssen. The lack of transparency
existing in the foundation sector ( Bekkers 2008p aontributes to a deficit of
moral legitimacy.

By definition, a FF is a tool that gives a high dEgof freedom to its founder(s).
A FF is a type of organization that is embodieditsyfounder’s will. This may
create a tension between the very-private natureFsf and the public mission
they pursue; moral legitimacy may be doubted. Furntore, even if FFs are non-
profit organizations recognized by a specific legfakus, this does not mean that
the State fully warrants the existence and theastof FFs. The fact that there is
a specific legal status ensures a certain levethi€s regarding the actions of FFs
but does not necessarily correspond to a full gecep of the figure of FFs by
the State.

In order to deal with this moral legitimacy concdfirs may adopt different

behaviors. To generate trust FFs can make allnmdtion regarding the origin of

their endowment available, and how and on whatshasly give the money away.
FFs can also hire paid staff from the non-profittse in order to benefit from

their previous recognition in the non-profit aré&s can also ask people who
benefit from an ethical halo to be part of theiatzb With regard to the position
of the foundation with respect to the State, FFy nhecide to mimic the State’s
practices, to conform to what is usually expectesinf a player in the public

sphere. Or the reverse, FFs may choose to distaegeactions from what the

State does. This refers to the roles foundations péy such as the

complementary role, the substitution role, or thrge and innovation role
(Anheier 2001).

Finally, FFs gainpragmatic legitimacy if they are able to demonstrate to their
stakeholders the benefits they can gain from th&here is thus an issue of
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demonstration for FFS: to demonstrate that theye hapositive global effect,
demonstrate that they have a coherent action,Té&.most obvious stakeholder
that appears to provide FFs with pragmatic legitiyngs the recipient. The
recipients of FFs get direct benefits from the supgranted by FFs and thus
contribute to the pragmatic legitimacy of FFs. Bg nature of their action (i.e.,
the financing of recipients), FFs are a good adteve to the State, especially in
periods of austerity. There is a gap of fundingueses that creates a space for
FFs; this observation can thus lead to increasagnpatic legitimacy. Non-profit
organizations and individuals may gain an advanfeg@a the existence and the
work of FFs.

With regard to other stakeholders FFs have to dstrate that they are effective.
FFs can gain pragmatic legitimacy by evidencinghir stakeholders that they
produce good or better results than other actoch &3 the State. FFs will be
considered to be legitimate if they provide bestglutions, innovative answers, if
they take care of populations that are not in tihectd scope of public aid, and if
they are active where the State is not focuseddf8ar?008). In the eyes of civil
society, pragmatic legitimacy seems close to megitimacy with a higher focus
on effectiveness.

Pragmatic legitimacy is the easiest legitimacy omicw organizations and in
particular FFs can act (Suchman 1995). By essgmagmatic legitimacy is the
most strategic. In contrast, cognitive legitimasyhe most difficult to act on and
to manipulate. Building cognitive legitimacy takise and is not really in the
hands of FFs. Moral legitimacy lies in between; REge a certain level of power
over their gain of moral legitimacy.

To our understanding, rare exceptions apart, iFag&ins pragmatic legitimacy
this may give it access to moral legitimacy andadtrther stage, to cognitive
legitimacy. Of course, it is always possible for arganization to have, for
example, cognitive or moral legitimacy without pmagic legitimacy, or to have
moral legitimacy without pragmatic legitimacy. Thecess of legitimation is not
a linear process that flows from pragmatic legitsngo cognitive legitimacy.

From a strategic point of view, pragmatic legitimand moral legitimacy are the
most important types for FFs. Pragmatic legitimangd moral legitimacy are the
types of legitimacy on which FFs can strategicalty. In the next section, we are
going to explore if positioning on the eight stoatelevers identified in Chapter 2
can be understood in the light of this theoretipal.
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5.3. Strategic conceptual framework under control and lgitimacy

issues

In this section, we discuss the positioning on dight strategic levers of the
strategic conceptual framework developed in Cha@teAt this point of our
reasoning, we aim to investigate how, with regardhe control and legitimacy
issues, the positioning on the strategic levemmasisely strategic. The levers are
strategic because they allow (in part) the challengf control and legitimacy to
be met, and thus ultimately contribute to the insiental dimension of the action
of FFs. We make the assumption that by choosingifgpgositioning on the
eight levers identified in the strategic framewdt define their strategy), FFs
answer control issues and legitimacy issues tlenhacessary conditions for the
achievement of their public purpose.

5.3.1. Theoretical assumptions

Making use of AT and IT requires clarification dfet theoretical assumptions
behind this multi-paradigm framework: bounded nadiity, opportunism, and
environment uncertainty. In the next section, we a@oing to establish
propositions within the framework of AT and IT (amlous the corresponding
underlying hypotheses).

FFs’ decision makers (e.g. founders, managers}arsidered to have a bounded
rationality; they cannot be fully rational. Theyealimited by their cognitive
capabilities and the available information. Therfders, the managers, or the
board of directors cannot make fully rational decis; they cannot take into
account all possibilities when they make choicasaddition, the individuals are
self-interested; they will attempt to maximize thewn utility. However, in the
specific case of FFs we have seen that the maxiimizaf the utility is linked to
the achievement of a public purpose. Because FHs waler the public umbrella
the opportunistic behaviors are mitigated. And Ifinathe environment is
uncertain; its evolution and trends cannot be fysedicted. Under these
assumptions, this theoretical multi-paradigm giweghe following insight on our
research question:

Despite, and because of, the influence of the enmient and contractual
relations, FFs act and react strategically to sexwand gain legitimacy, and to
manage the costs related to the control and monigoiof delegated mission
operationalization.
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5.3.2. Strategic conceptual framework under scrutiny

We are interested in understanding the componeni&Fg' strategy under the
light of AT and IT. In particular, we are goingdgscuss two propositions:

Proposition 1 - The agency relationship existing leeen FFs and their
recipients, to whom FFs delegate the operationaliran of their mission,
drives the specific positioning on the strategic ilers identified in the
strategic conceptual framework (Chapter 2) to a cdrin extent.

Proposition 2 - The search for legitimacy of FFs irthe context of a Welfare
State drives the specific positioning on strategidevers identified in the
strategic conceptual framework (Chapter 2) to a cdrin extent.

As we will discuss, the control and legitimacy isswlo not both act at the same
level for each of the strategic levers. The positig on some strategic levers is
more anchored in legitimacy and others in conolme strategic levers, in turn,
are driven by both control and legitimacy challenga the following analysis,
we do not aim to review all the mechanisms in dldvait rather attempt to outline
the major trends as we understand them. We inwastighe control and
legitimacy challenges for each of the eight striatézyers identified in Chapter 2.

SCOPE - Degree of diversification

Our analysis leads us to observe that the choiteeofiegree of diversification of
FFs’ activities (i.e., the choice between beingvacin one field or in several
fields) is driven by both control and legitimacgues.

A narrow scope will effectively help FFs to betpgevent opportunistic behaviors
and more easily manage the associated costs.Hfia &ctive in a single field, it
can develop deep expertise in the area and thuly eagnage the potential
misbehaviors upstream and downstream. It is edsreFFs to monitor what
recipients do if they can rely on a deep knowledfthe field. This reduces the
information asymmetry and the costs associated. iecognized that FFs shape
better strategies if they have developed very etaind sophisticated knowledge
in their program areas (Culwell, Berkowitz, and iStem 2004).

Additionally, if FFs reduce their scope they wilt@ contribute to building their
legitimacy. If FFs are niche players they can besatered legitimate because of
the expertise they have acquired. They can becorften&line player in this
specific area. FFs have a unique position to despligly a field (Porter and
Kramer 1999). Their pragmatic legitimacy is henemforced. In addition, if FFs
focus on one specific field they have a positiontihat differs from that of the
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Welfare State, and this works in several domaimghét sense, FFs act more at
the margin of the work done by the State. This rioutes to increase their moral

legitimacy. Nevertheless, these elements deserarceu In the case of FFs that
are niche-active with a big financial weight (etge Gates Foundation), their

actions can create an imbalance in the public ésteland thus entail the

legitimacy.

SCOPE - Geographical coverage

Our analysis suggests that strategic positionintp wegard to the geographical
coverage is primarily driven by control. If FFs aative in their own country the
information asymmetry between FFs and the recipientduced and the control
of the recipients’ work is easier. Internationaligg magnifies the power of
asymmetry because of the distance and the culliffaiences (Frumkin 2006). If

FFs intervene inside their own borders they havethair disposal more

information to monitor the work of the recipientd=can rely on their knowledge
of their own country and the lack of cultural gag, well as their own network.
Also, the cost generated by monitoring and cordirel potentially lower if the

perimeter of action is closer to the headquartéisFs. In this situation, FFs can
realize field visits and have a more exact viewvhat has been effectively done.
Regarding the scale of intervention a local scammlifates the control and the
monitoring, while a broader perimeter increasesctis of agency.

With regard to the legitimacy the choice is not quieocal, it is more complex.
On one hand, if FFs are active abroad (i.e., iff th@ance projects outside their
country), and especially in developing countriég, action of FFs is more taken-
for-granted. It is commonly accepted that it is thght thing to help poor and
needy people, to be charitable even if internationaperation is also challenged.
Moreover, to act abroad challenges the role ofttedfare State less. On the other
hand, FFs may appear to be more legitimate if thesk in their own country,
because in their own country they have more exggerinore knowledge. In that
sense, pragmatic legitimacy may increase.

SCOPE - Recipient type

For this strategic lever, to our understandinghlbmintrol and legitimacy drivers
come into play. Supporting individuals can be cdesed to be more or less risky
than supporting organizations, and more or lesegpard as legitimate. On the
one hand, if the recipient is an individual, it daen easier to monitor and control
because the funding received is often very targé¢egl. scholarship, specific
individual project). On the other hand, the existenf an organization can be the
guarantor of a certain level of professionalism ardertise. In this situation the
asymmetry of information is mitigated by the exmste of an organizational
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structure. Nevertheless, in the case of FFs thapati individuals the control
issues are weaker. The target of the money graatetbre easily identifiable,
contrary to the support of organizations that calddnnel a part of the funding to
other ends (e.g. other projects, operational cdsttjus appears that the choice of
supporting individuals or organizations has diffégreontrol issues. It is difficult
to determine which choice FFs will make in termsegfipient type based only on
control issues.

In terms of legitimacy, supporting individuals magrease the moral legitimacy.
By supporting individuals FFs choose to differetgtithemselves from the actions
of the State. The actions of FFs become more pafrsomd people may more
easily identify themselves with FFs’ beneficiariétowever, the financing of
individuals can also be perceived as paternalistncl thus hinder moral
legitimacy. Pragmatic legitimacy in turn can be w@oed mainly by supporting
organizations. This ensures a larger scale intéiorerand thus the creation of
value for society that is potentially higher. Sugipng isolated individuals in turn
makes the evaluation of the impact created mofedif, even if the effect of the
support may be more visible. There are legitimasyés in the strategic choices
of the type of recipient. However, we are not atoeprecisely define from a
legitimacy perspective if FFs will chose to suppnodividuals or organizations.

To sum up, based on these elements it appearththatrategic dimension scope
is thus effectively connected to the managemembafrol and legitimacy issues.
Regarding the degree of diversification, the cha@é®e active in a niche is one
that seems to emerge. The geographical coverage ha®s unequivocal answers
in terms of control, to be active in its own coyntout not in terms of legitimacy.

Finally, the choice in terms of recipient type & rasily explained by control and
legitimacy issues (Table 5.1).

SUPPORTING VEHICLE - Financing tool

Both control and legitimacy issues seem to drivedhoice in terms of financing
tools. If FFs support recipients through loans aglity, the asymmetry
information problem is partially dispelled becauseipients have to give the
money back. The opportunistic behaviors are midgidity this means. Recipients
are more constrained; they have to properly usentb@ns put at their disposal in
order to be able to honor their “pay-back” engagaimé/ith this type of support,
there is ana priori selection that may lighten the control and moinigpr
downstream; it to some extent managesek@nteopportunism. If FFs support
their recipients with grants there are perhaps femeentives for the recipients to
behave properly. This could be mitigated by splipgort conditional on the
achievement of intermediate results.
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From a legitimacy perspective if FFs support resis (mainly organizations)
through loans or equity their pragmatic legitimaey increase. With this type of
financial means they demonstrate that they aretw@fée(i.e., they create impact).
However, moral legitimacy may suffer from choosmey financing tools. In the
eyes of civil society if FFs have a rather busidié®s behavior this may raise
suspicions and misunderstanding. Moral legitimatier goes hand in hand with
grants; altruist behavior is more associated wWithitlea of giving freely.

SUPPORTING VEHICLE - Timeframe

To our understanding, control is the primary driteedetermine the time horizon
of the support provided=Fs can be engaged with the recipient in a shom-te
relationship or in a long-term perspective (e.qiexeable support, multi-year
support). In a short-term relationship the inforimatasymmetry between the FF
and the recipient is likely to be greater. In tlededation relationship between FFs
and their recipients the opportunistic behaviorsthe recipients is potentially
higher. If FFs provide recipients with one-shot o the recipients do not have
incentives to behave properly, and both types pbapinism are potentially high.
The recipient can provide FFs with erroneous infidion in order to receive
support and/or misuse the funding received. Inngd@rm relationship, FFs can
develop a better knowledge of the recipient antbéisavior (Eisenhardt 1989). A
long term contract between a FF and their recipieraiso an incitement to the
recipient to have good behavior. If FFs already psup the recipient the
information asymmetry is reduced. Trust is builtween FFs and individuals or
operating organizations supported over time. If Rfesengaged on a longer-term
perspective, monitoring and control is facilitateshd associated costs are
mitigated.

From a legitimacy perspective a longer time horizgabally reinforces the

recognition of FFs’ action. If FFs support reciggenn a longer term perspective
they potentially increase their pragmatic legitimalcecause they have the
opportunity to create more impact (for the benafieis but also for civil society

at large). However, a long term support could #sal to less effectiveness by
making the recipients dependent on the supportigeedv By working on a longer

term perspective FFs may also win moral legitimaklyey may appear highly

invested with their beneficiaries and thus moregaized as doing good.

SUPPORTING VEHICLE - Level of engagement
The level of engagement is mainly understood aptbeision of additional non-
financial support. If FFs are more engaged withrthezipient this contributes to

both moral and pragmatic legitimacy. The provisioh expertise, access to
networks, etc. may help recipients to strengthesir thction; it contributes to
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building the capacity of the recipients. It drivesecipients towards

professionalism and impact. The moral legitimacyB§ is also reinforced if FFs
have a higher level of engagement. By providingrtrecipients with additional

non-monetary support they demonstrate a higheregegf involvement that may
contribute to the perception of good and ethicalvéor.

From a control point of view the relationship beéwethe recipients and the
network of FFs, the provision of experts or matsrianay facilitate the
monitoring of recipients’ action. By putting additial means at the disposal of
their recipients FFs encourage their recipientsveok well, in line with FFs’
mission statement. The FFs’ network as well asettperts at their disposal may
act as supervisors, the monitoring is continuous.

The interpretation of the strategic dimension sufpg vehicle through control
and legitimacy issues is rather straightforwardthBtegitimacy and control
challenges would lead FFs to provide their recifgsianith longer term support
and additional non-financial support. Mixed finargitools including loans
and/or equity appear to be the choice in line witb control challenge and
pragmatic legitimacy (but not moral legitimacy).

MONITORING PROCESS - Impact requirements

If FFs require recipients to provide them with irapeeporting then they monitor
ex-postthe work of the recipients and mitigate the ridkndsbehavior. This
expressegx-postcontrol. The level of reporting FFs require frameit recipients
varies. Impact requirements refer to the descriptibthe impact of the projects
on the target public, sector, and/or activity dam@.g. surveys or testimonies),
and/or evaluation of the project’'s impact througti¢ators or similar measures.
Nevertheless reporting may be less demanding. Ret§p can have no
obligations, they can also be asked to demonsj@id use of the obtained funds.
The description of tangible results of the projesttpported falls between the
formal impact requirement and the absence of remént. The more the
reporting requirements are rigorous and high, tbeendownstream misbehaviors
are controlled (impact requirement is the highequmement, outcome
requirements are less demanding, and no requireisi@oat an incitement for the
recipients to behave properly).

From a legitimacy point of view both pragmatic antbral legitimacy are
reinforced by the existence of impact requiremertsrecipients have to
demonstrate the impact they create, this indireligplights the impact created
by FFs. The pragmatic legitimacy of the FF itselthus higher. Furthermore, on
the one hand, the existence of impact requiremergg improve the moral
legitimacy because it can reassure stakeholderah@mt FFs do. On the other
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hand, it can also weaken the moral legitimacy bsedmpact reporting is time
consuming and can present biases.

MONITORING PROCESS - Board composition

One of the recognized missions of the board isrobiitle Andres-Alonso and
Azofra-Palenzuela 20097 priori, the board of directors is mandated to control
what FFs do. Also, because the nature of the aofiéifs is to finance others, the
board of directors contributes to the control @& thcipient (mostly when there is
no operational team inside a FF). The expertisheboard of directors plays an
important role in the management ek-ante opportunism. Based on the
management and field expertise of their board FEsn@ore likely to select the
best grantees. The board of directors may relyomxpertise to identify adverse
selection mechanisms.

Beside control, the board of directors is also gaied to bring legitimacy to the
organization (Hillman and Dalziel 2003). If a FFeard is composed of experts
they evidence a certain level of professionalisat thay potentially lead to better
effectiveness (e.g. for the selection of the gmsitethe assessment of the
recipient's work), and also reassures the stakehnsldMoral and pragmatic
legitimacy are hence improved by a higher expexisthe board. Additionally,
the presence of directors with an intrinsic moegjiitimacy may also contribute to
the moral legitimacy of FFs.

The strategic dimension monitoring process is ratieequivocal in terms of
control and legitimacy. To answer control and leggicy issues FFs will be more
likely to have impact requirements and to congitatboard of directors with a
high expertise.

The key elements discussed above for the thredegita dimensions are
summarized in Table 5.1.
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Table 5.1 - Strategic conceptual framework with regrd to IT and AT

DIMENSION |STRATEGIC Strategy to reduce| Strategy to gain legitimacy
LEVER agency cost
Scope Degree of Niche Niche
diversification
Geographical Own country Not unequivocal
coverage Own country (pragmatic
legitimacy) and foreign
countries (moral legitimacy)
Recipient type Not unequivocal Not unequivocal
Organizations (pragmatic
legitimacy)
Supporting Financing tool Debt and/or equity Not unequivocal
vehicle Debt and/or equity
(pragmatic legitimacy) and
grants (moral legitimacy)
Timeframe Longer-term Longer-term
Level of Yes Yes
engagement
(Additional non-
financial support)
Monitoring Impact Yes Yes
process requirement
Board High expertise High expertise
composition

5.3.3. Discussion

In the previous section, we discussed how the ipagity on the eight strategic
levers can be seen as an answer to the challehgestool and/or legitimacy. On
the basis of these elements, four main findingsrgene

First, control and legitimacy issues essentiallyigthe same direction. In terms
of scope, the degree of diversification that appgeabe the more adequate to
manage control and legitimacy is the choice of ¢peintive in one specific field
(i.e., niche). Regarding the supporting vehiclégrag-term time horizon and the
provision of additional support appear strategic terms of control and
legitimacy. Monitoring process is a strategic disien that is unequivocal with
regard to control and legitimacy: requiring impagporting and having a certain
level of expertise on the board optimizes contral anproves legitimacy. If the
strategic choice in response to legitimacy issgesquivocal then the strategic
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answer for control issues seems to go in the sametidon as those corresponding
to the pragmatic legitimacy challenge.

Second, to address the control issue the correspgpstrategic choice is rather
equivocal. Because the choice in terms of conaptasents a cost, there is easily
a better option to consider. On the contrary, {eenents discussed evidence that
inside legitimacy there may be tensions betweerahegitimacy and pragmatic
legitimacy. The positioning on some strategic levdoes not allow the gain of
both pragmatic and moral legitimacy. For the geplji@al coverage, the recipient
type, and the financing tool, FFs have to selestrategy that will increase either
its pragmatic legitimacy or its moral legitimacyt. dannot make a strategic
decision that contributes to both types of legitisndt is not easy to explain this
insight. In the context of a Welfare State, thisyrba linked to the role FFs can
fill: it can either complement the action of thatstor substitute the action of the
State. Because the Welfare State is itself undesida and the role of the Welfare
State is questioned, there is no unequivocal sfiatérection for FFs in terms of
legitimacy. For example, regarding the financingldo if FFs provide their
recipients with grants they substitute the actibrihe State and hence acquire
moral legitimacy (because the State is still comsd as the front line player in
terms of public interest). However, if FFs provitieir recipient with debts and/or
equity they complement the action of the Stateaaideve pragmatic legitimacy.
Additionally, because the effectiveness of the \AfelfState is challenged, FFs are
considered to be legitimate because they can derliban the State. In the case
of the strategic levers of geographical coverageecipient type the reasoning is
opposite. By being active in foreign countries oectly supporting individuals,
FFs complement the role of the State and as atrgairl moral legitimacy. In
other words, because the Welfare State is stilsiciemed as the key actor, FFs
can acquire moral legitimacy either by substitutimgby complementing the
State. In this context, the absence of an uneqalve@y to deal with the
legitimacy challenge may also be explained by thet fthat the field of
philanthropy is not yet institutionalized. There &ot yet precise rules and norms
that need to be followed in order to be considdegitimate. This means that
there are potentially different strategic pathg t@ntribute to the legitimacy of
FFs.

Third, there is not always an unequivocal answethto control and legitimacy
issues. The discussion highlights the complexitizled’ strategy. For the strategic
levers that are relevant to FFs action (i.e., feoiptype and financing tool), the
analysis underlines the difficulty in giving a uon& answer. This may be
explained by the fact that to study FFs’ strateggmf the perspective of
effectiveness and the upstream challenges of doaind legitimacy is not
sufficient. We could for example hypothesize thigs Ereated by a self-made man
would be more likely to support individuals ratllean organizations. This choice
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will hence be anchored not (only) in the issuesaftrol and legitimacy but also
related to the profile of the founder. This findiridgghlights the need to
complement the understanding of FFs strategy, fuchvwe focused mainly on
the instrumental dimension so far, with the expuesdimension of philanthropy
(see Chapter 6).

Finally, FFs are probably not able to deal with tooinand legitimacy issues
simultaneously on the eight strategic levers. Thialso what we observe in the
field: some FFs have a cross-sectional scope; defsedo not give additional
non-financial support, engage with their recipienta short-term basis, etc. This
may mean that FFs do not optimize their control &gitimacy management
issues on all strategic levers. FFs are forcedakentrade-offs in terms of control
and legitimacy issues. In particular, the cost dishen can intervene where the
control and the monitoring of the recipients’ wdrés a cost. FFs thus face an
optimization problem in which they have to maximizentrol and legitimacy
under the constraints of cost. This means thapdsgtioning on strategic levers
are potentially substitutive or complementary. Ffa operates in a large scope it
may mitigate the monitoring costs and the assatikek of legitimacy with a
highly expert board of directors and/or by reinfogcthe requirement in terms of
impact. FFs can also work with recipients in a skemm relationship without
additional control but in a very narrow scope. Whhe decision on one strategic
lever potentially increases the agency costs anakeres their legitimacy, the
positioning on other levers mitigates control aaditimacy concerns, andce
versa The strategic levers interplay not only inside gorresponding strategic
dimensions; the strategic components themselvesam® interconnected: a
decision regarding the scope can, for example,ibigated by a decision taken in
terms of supporting vehicle or monitoring procesgjvice versa

5.4. Strategic patterns among FFs in Belgium with regardo control

and legitimacy drivers

In this section, our objective is to return to ttheee strategic patterns that
emerged among FFs in Belgium (Chapter 4) and tpateeur understanding of

these strategies and the underlying combinatiostrategic choices on the basis
of the clarifications proposed by control and leg#cy issues. In the light of

what we discussed in the previous section, it ajgpéaat each of the three
strategic patterns in Belgium do not give a simdaswer to the challenges of
control and legitimacy.

172



5| CONTROL AND LEGITIMACY

5.4.1. Proximate charitable philanthropy

As a reminder, this type of strategy refers to FEfat intervene in a niche,
exclusively in Belgium, and that mainly support induals. In terms of
supporting vehicle, they make grants, on a shon teasis, and do not provide
their recipient with additional non-financial suppdn addition, they do not have
impact requirements and have a rather weak expentigheir board.

This strategic group thus presents a stromgtrol on the dimension scope. They
reduce the information asymmetry by interveningairsingle field and they

potentially have a deep knowledge of their geoggblcoverage because they
are active inside their borders. By supporting\vidlials these FFs may simplify
the monitoring and control. We could qualify thisntrol as proximate. With a

geographical proximity and an individual proximityi-s that adopt this strategy
mitigate the risk of opportunism by their recipint

Regarding legitimacymoral legitimacy appears to be at stake in terms of
supporting vehicle. FFs conform to the traditiovialon of philanthropy in which
the act of giving is at the heart of the philanfficoaction. They gain moral
legitimacy by relying to some extent on the notargratis because they make
grants.Pragmatic legitimacy seems to be anchored in the strategic dimension
scope because FFs narrow their scope and are ¢gtergtiplly more effective.

Monitoring process, in turn, is a strategic dimensifor which control and
legitimacy do not seem to significantly come intayp

5.4.2. High-engagement philanthropy

As a reminder, FFs that adopt this type of stratagy active exclusively in
Belgium but do not have marked positioning in terofs their degree of
diversification or recipient type. They supportith@cipients rather on a longer
time basis, with mixed financing tools that includiebts and equity,
complemented by non-financial support. They do heote impact requirements
and have a rather high management expertise anbibeid.

FFs that adopt a high-engagement philanthropyeglyateem to answer to both
control and legitimacy issues in terms of suppgrtiehicle. The selection of
mixed financing tools (including debts and/or eguis a form ofex-antecontrol.

In addition, there is another level of control e tmonitoring process dimension
with a board having a rather high expertise.
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The legitimacy mainly at stake in this type of s&gy is hencepragmatic
(contrary to the previous strategy type for whicbrah legitimacy appears more
significant). By using this specific type of supiiog vehicle (i.e., mixed
financing tool, in the medium and long-term, anddiddnal non-financial
support), FFs ensure a certain level of effectigane

5.4.3. International impact-driven philanthropy

Finally, FFs that choose this strategic approaehaative in foreign countries, in
several fields, and they mainly support organizetioThey provide their
recipients with grants, on a short-term basis, With additional non-financial
support. They have impact requirements and a bedttd a rather high field
expertise.

This third type of strategy evidences a higbntrol on monitoring process
(contrary to the control of scope where a crossiessal positioning outside
Belgium does not advocate for an easy control aoditoring of recipients’
work). By having impact requirements FFs that adbjst type of strategy put in
place an outcome-based contract with their recipielm addition, because the
board has a high expertise in the field it can m@@néx-ante and ex-post
misbehaviors of the recipients. Theagmatic legitimacy is also mainly at stake
on monitoring process.

FFs with this type of strategy acquineoral legitimacy by their geographical
coverage (even if we have nuanced this statemeltr@ahelping poor people in
developing countries is usually considered to bmdgo

The elements discussed here are summarized in Bablét appears that among
FFs’ strategies in Belgium, the issues of contmhgnd in hand with the issue of
pragmatic legitimacy. In other words, for eachlwd# three strategies FFs seem to
answer to the control and pragmatic challenges@apecific strategic dimension
(i.e., scope for strategy 1, supporting vehicle $trategy 2, and monitoring
process for strategy 3). Adopting one of theseetisteategies may thus mean that
FFs do not answer to the challenges of control magmatic legitimacy in the
same manner. The challenge of moral legitimacwiin is less obvious and does
not seem to be concentrated in one specific sicatimension.
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Table 5.2- Strategies among FFs in Belgium: control and ledgihacy drivers

Control Pragmatic Moral
legitimacy legitimacy
Proximate
charitable Scope Scope Supporting
philanthropy vehicle
High-engagement
philanthropy Supporting Supporting Not identified
vehicle vehicle
International
impact-driven Monitoring Monitoring Scope
philanthropy process process

Additionally, when compared to the first and thewm® strategy for which the

institutionalization of the field is still ratherow, strategy 3 potentially

corresponds more to the norms and rules expectaddamational aid. FFs that

adopt this strategy operate in a field that is piddly some years in advance of
the other forms of philanthropy. The first two tgpef strategy apply to a field

that is still evolving. Today, the field of phildmbpy is influenced by business
but there is not yet a strong institutionalizatairihe sector that would enact clear
rules and norms. This gives high freedom regardimgchoice of the strategic
paths.

5.5. Conclusion

In this chapter, we first highlighted how the sfiedeatures of FFs lead them to
deal with control and legitimacy challenges. Beyagitkctiveness, which is
considered as the heart of strategy, FFs face thasepstream issues. We then
use a multi-paradigm theoretical framework (i.€T, &1d IT) to give theoretical
support to the development of our understandingrsf strategy. While AT gives
a more internal view of the organization in thesseaf considering organizations
as a node of contracts, IT steps back and consillersrganizations as evolving
in an environment that influences them. Both theoitomplement each other.
The combination of these two theories enrichesumdlerstanding of the strategic
choices made by FFs.

We discussed how control and strategic issues stgpstrategy of FFs in the
light of these theories. Taken separately, we nsfese of each strategic lever
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under the control and legitimacy issue. We alsodevwied how the three
strategies that emerge among FFs in Belgium (Chdptare different answers to
the issues of control and legitimacy and that tegrele of institutionalization of
the field may to some extent explain this.

In addition, we highlighted that the instrumentahension of FFs’ practice may
also be insufficient to fully understand the stggtef FFs. There are strategic
choices that are not supported unequivocally bgehheories. This may mean
that FFs’ strategy is not all about conscious atitbmal choices. There could be
an additional dimension related to the human didé is at stake in FFs. FFs are
very person-led organizations. According to us,deeshe questions of control
and legitimacy FFs’ strategy reflects the prefeesnosalues, and intentions of
their founders. This is what we are going to explanr the next chapter. In
addition, the strategic choices may depend on venelte field is institutionalized
or not. This could mean, for example, that in ometwo decades the high-
engagement philanthropy could know a process diitutisnalization. As a
consequence, we could observe a convergence tayibesof strategy in the
future.
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AND EMPIRICAL PERSPECTIVES

At this stage of our research, based on the stcategnceptual framework
developed in Chapter 2, we empirically derived e¢hdistinct strategic groups
among FFs in Belgium (Chapter 4). We also discugbedexistence of two
strategic issues that come into play upstream &fce¥eness: control and
legitimacy. We highlighted how the three stratguatterns in Belgium may be to
some extent interpretable as specific answersegetissues (Chapter 5).

Nevertheless, we were not able to fully explain ¢heice of strategy based only
on legitimacy and control issues. If a FF is crédtamorrow it is still difficult to
predict which strategic choices it will adopt; sdhieg is at play at a different
level. In particular, the founder may influence gteategic choices of FFs and
thereby may mitigate the institutional pressures.

In this chapter, we propose to investig#ite influence of the profile of the
founder(s) on FFs' strategic choices in order to curibute to the
understanding of the diversity of strategies amondrFs. We are interested in
the strategic choices that reflect the practicesent philanthropy. In the field of
philanthropy today these can be seen as institaitipressures. The objective of
this chapter is to complement the understandingFed’ strategy that we have
developed. If we return to the distinction betwebe instrumental and the
expressive dimensions of philanthropy presente@hapter 1, we now focus on
the expressive dimensionWe aim to study how the strategic choices arsdéf
or stamped by the characteristics and the backdroumalues of the founder(s).

To support our analysis theoretically, we rely oth&éd organizational theory:
imprinting theory (ImT). This theory investigates the influence of contektua
conditions (e.g. institutional, individual) on acll entity (e.g. organization,
organization building block) at the moment of tlieation of an organization, or
more broadly during a transitional phase in the dif the organization, that create
a permanent stamp or impression on the focal ety use logit regression to
empirically investigate the significant links thatay exist between the age,
gender, education, and professional backgroundhefaunder and the strategic
choices of FFs. We follow an inductive approachskarting from the data and
attempting to make sense of the results on the lo&she literature.

The structure of this last chapter is as follows: fivst discuss the key role played

by the founder(s). We then briefly present impmoptineory and we highlight its
pertinence for the study of the imprint of a FFosiider on the FF’s strategy. In
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the next section, we analyze the data and drawsigmificant links between the
strategic choices and the founder’s characteristitle finally discuss and explain
the results obtained.

6.1. The role of the founder

6.1.1. Expressive dimensions of philanthropy

As we have already discussed in Chapters 1 andidnthropy can be seen as
having two dimensions: the instrumental and thaesgive dimension (Frumkin
2006). Until now, we have mainly investigated timstiumental dimension of
philanthropy. Through strategy, we have discussad RFs can achieve their
public purpose. By choosing a specific type oftsgg FFs, to a certain extent,
answer control and legitimacy challenges that aeeeguisites to carry out their
mission.

Nevertheless, philanthropy is not only the sumnmatbdecisions made in order
to achieve a public purpose. Philanthropy alsovalla@onors and founders to
express their values through their philanthropitoas. This starts with values
and passions, and moves to money and/or time thosa enacted in public
(Karoff 2005). Philanthropy is the meeting betweba self, the private world,
and the public arena. In particular, we postulbtd through the creation of a FF
founders express their commitment and values; thes&ranslated to the strategy
chosen to carry out the FFs’ public purpose. We timove away from the very
rational mechanisms behind the strategic choicaswle have focused on until
now. The importance of cognitive factors in expiagn human action in
organizations is recognized beyond the boundedndality of individuals that
lead them to make rational decisions within theitliof their cognitive ability
(Fauchart and Gruber 2011).

6.1.2. The founder: a critical role

The role of the founder is crucial. In the liter&uhe role of the founder is
recognized to be essential (e.g. Schein (1983);ndlea and Hanks (1994);
Hoang and Gimeno (2010)). A founder is the persba i8 likely to dominate the
decision-making process during the early yearshefdrganization (Hoang and
Gimeno 2010). Because they create the organizatmmders are the initial
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architects of the structure and the strategy (NeR@03). According to Nelson,

the founders’ influence on the features or perfarceaof the organization they
create is also recognized. To understand the arit@e of the founder, we can
rely on what is called social identity. It is edislibed that entrepreneurial
activities are the expression of an individual'eritity (Fauchart and Gruber,
2011). The social identity of individuals leads rthéo behave in ways that
confirm their identity (Hogg and Terry 2000); tmsy explain, among others, the
differences between the outcomes of organizatiohe. identity of a person is a
cognitive frame and an anchorage for sensitivitgl egceptivity that guides his
actions in a way that is in line with that ident{ogg, Terry, and White (1995)
and Stets and Burke (2000) cited by Fauchart andb&®r(2011)). According to

Hogg and Terry (2000) for example, the social idgrmf a person is in part

derived from the organizations to which they belohyg particular, the social

identity of the founder affects the initial strateglecisions in organization

creation. These are the target, the needs addreased the resources and
capabilities deployed to achieve the objectivetheforganization (Fauchart and
Gruber 2011).

In the academic field of philanthropy, to our knedde, the role of the founder
has not yet been specifically addressed. Philapyhinonetheless recognized as
being about the meeting of intentions and the atipirs of founders and donors
(Frumkin 2006). In particular strategy in philardpy is seen, to some extent, as
the expression of founder's needs, desires, ands g@@nkins 2011). The
importance of personal traits and skills of theivitihal is underlined in the
process by which entrepreneurs become philanthsofisaylor et al. 2008).
Furthermore, the circumstances at the foundingiémite the strategic choices
made by foundations (Graddy and Morgan 2006). Tgardzational form of the
foundation leaves the founder with a high degretrefdom to pursue their own
goals, dreams, and desires; the founder infusesvitRr$iis own meaning.

Our exploratory interviews have also enabled ueeioforce this intuition about
the role of the founder and in particular his iefice on the choices made by FFs.
For example, this is the case for the “FondatiomBeim” created by the will on
the death of Emile Bernheim; the CEO of this fouimtaspeaks of the direction
laid out by the founder as the “DNA of the foundati It is also the case for the
“Fondation Fournier-Majoie” for which the found®&ernard Majoie, reserves the
right to veto all decisions made. The founder & tRondation Josefa” claims
that the creation of the foundation and the chomesle are anchored in his
religious conviction and his field of expertise.eTtFonds de Soutien Marguerite-
Marie Delacroix” or the “Fondation Jean-Francoiselaroeck” present a familial
imprint that persists over time, either in the casipion of the board (e.g. familial
member independent of their expertise) or in thepeu choices (e.g.
geographical coverage related to the “familial” faorage), and so forth.
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6.2. Theoretical perspective: imprinting theory

In this section, we first briefly present the méives of imprinting theo’f. We
then focus on a specific type of imprinting, e imprinting of individuals on
organizations. This is what we aim to understanth@ specific case of FFs. In
particular, our objective is to support the underding of how the strategy
chosen by a FF is imprinted by the FF’s founder.

6.2.1. A multidimensional theory

The idea at the heart of imprinting theory is tiha@ conditions and the constraints
of history are embodied in individuals, organizatipor organizational collectives
(Simsek, Curtis Fox, and Heavey 2015). The conckpnprinting dates from the
nineteenth century and has its roots in studiesrmfal behavior: the early-
experience of animals determines consequent sbehhvior (Lorenz 1937).
Thirty years later, Stinchcombe (1965) is the fiwtintroduce the concept of
imprinting in organizations. He studies how orgatitns are persistently
influenced by elements of their founding environmédust as for a child the
conditions under which an organization is born dhd course of its development
in infancy have important consequence for its ldif®’ (Kimberly (1979:438)
cited by Simsek, Curtis Fox, and Heavey (2015)).

Imprinting is defined as“a process whereby, during a brief period of
susceptibility, a focal entity develops charact@rs that reflect prominent
features of the environment, and these charactesistontinue to persist despite
significant environmental changes in subsequeniodst (Marquis and Tilcsik
2013:199). Imprinting theory thus encompasses thee components (1) an
exposure during a limited time period called thens#féve period, (2) an
environment that influences, and (3) a focal ertiigt is influenced. Imprinting
theory studies how during a sensitive period theitexd (e.g. economic,
institutional, individual) creates a permanent giaon a focal entity (e.g.
collective, organizations). According to this ddfon, different entities can be
imprinted and the imprinting sources are diverseparticular it supports the
understanding of the influence of an individual @m organization. Imprinting
theory provides us with a useful theoretical framdwto study the influence of
the founder(s) through the founding period. Thisotly tells us that the snapshot

“Fora complete overview of imprinting theory, we refer to Marquis and Tilcsik (2013) and Simsek,
Curtis Fox, and Heavey (2015).
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of the strategy at a specific time can be seenrafiextion of the decisions made
by the founder(s) at the time of the creation.

Marquis and Tilcsik (2013) proposed an integrateinkework of the existing
imprinting literature by distinguishing the imprat entities and the imprinting
sources. According to them, four distinct entitiesn bear imprinting:
organizational collectives (e.g. industries, gepbreal communities, shared
organizational forms), organizations, organizatiomlding blocks (e.g. jobs,
routine), and individuals. The sources of imprigtiare of three types: the
economic and technological conditions, the insohdl factors, and the
individuals. The space where organizations andviddals operate is multi-
dimensional (Lounsbury and Ventresca 2002); varielesnents intersect and
influence their behavior (e.g. cultural, economic, technological conditions,
founder and manager imprinting). The economic athnological conditions
that may imprint the focal entity are diverse; fxample, the organizations
created during the same period of time can haveasipermanent characteristics.
Similarly, the characteristics of the direct enmmeent of the organizations (e.g.
organization density, country) may have a permariefitence on the focal
entity. Institutional conditions include legislatio state authority, or network
density, among others. And finally, individuals Bwas the leader, entrepreneurs,
and mentor imprint the focal entity because of rtheilues or mental modes
(Marquis and Tilcsik 2013).

Simsek, Curtis Fox, and Heavey (2015) went a stefhdér and developed a
theoretical framework that conceptualizes imprigtirmThey distinguish three
processes of imprinting: thgenesis,during which the imprint is formed, the
metamorphosigluring which imprints evolve, and theanifestatiorof imprints in
outcomes. Imprinting is not considered as a ongsbhfnomenon. Additionally,
they detail these imprinting processes accordinfjivi elements: thémprinter
(the one that stamps the focal entity), itl@rinted (the focal entity that bears an
imprint), the imprinting, the imprint dynamics (@dag persistence, amplification,
transformation of the imprint), and the impact wiprints (the influence of the
imprint).

6.2.2. Individual’s imprint on organizations

In the body of the multi-dimensional imprinting elfature, our research is
positioned as shown in Figure 6.1. If we returnthte definition of imprinting

given by Marquis and Tilcsik (2013), the focal gntive are interested in is the
FF and the sensitive period is the founding. Actwydo the terminology used by
Simsek, Curtis Fox, and Heavey (2015), the FF esittprinted, the founder the
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imprinter, and the strategy the imprint. In oureagh, we focus on the genesis
part of imprinting process.

Figure 6.1 - Marquis and Tilcsik (2013) framework

Focal entitity L .
L Organizational L Organizational -
‘Sour.ce of imprinted collectives Organizations building blocks Individuals
imprint
Economic and
technological conditions
Institutional factors
Imprint of FF's
Individuals founder on FF'g
strategy

Individuals as the source of imprinting

The lasting effects of individual founders on orgations are some of the most
compelling evidence of imprinting theory (MarquisdaTilcsik 2013). According
to these authors, the initial organizational feaguare chosen by the founders
based on their background; the mark of these chagcenaintained over time. In
particular, the founders and/or founding team amesitlered as potential sources
of imprinting (e.g. Boeker (1988); Leung, Foo, a@haturvedi (2013)).
Organizations are permeable to their founding emvirent through the founder
(Marquis and Tilcsik 2013). This is particularlyér in the case of foundations
(including FFs) that are very person-led organireti It is at the time of the
creation of FFs that founder(s) define the objedivhat FFs will pursue, and
determine how they will achieve their goals. Beeamsthe majority of cases the
founder is the one who supplies the money and éis@alto contribute to a public
purpose, he almost automatically influences thecgtlsathat follow.

Knowledge and experience, social capital, resour@ged values are among the
characteristics of the individual that are recogdito play a role in the imprinting

process (Simsek, Curtis Fox, and Heavey 2015). driiqular, these authors
identify academic papers with an emphasis on thguenbackground and vision
of the founder (Ainamo 2005), their personality @er 2010) and identity

(Fauchart and Gruber 2011), their experience (Gheng, and Shi 2010), or on
their social network (Beckman 2006) or cognitiomy@dht 2014).

During our exploratory phase we observed how thwder imprints the choices

of FFs. This is the case of the founder of the Waiion Fournier-Majoie” who
has a very entrepreneurial vision of philanthrope do his own entrepreneurial
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background and who supports recipients throughsdabt/or equity instead of
grants. His professional background also explaiiss dinoice to establish a
foundation that is active in a very narrow fieldresponding to where he was
professionally active. Another example is Emile &in, an emblematic
Brussels entrepreneur and founder of the “Fondaiemheim”, who left his
visionary prospect for Europe to his foundatione Tact that he succeeded as an
autodidact may explain, to some extent, the chofcthe foundation to directly
support individuals through scholarships in thédfigf citizenship, and especially
in Brussels. We could also think of the “Fondaticgure Nobels” created by the
parents of a 17 year old girl who was murdered by boyfriend. The target
beneficiaries of this foundation are young peoméveen 15 and 24 years old; a
choice that is definitively related to the agehdit deceased only child.

Organizations as imprinted focal entities

When we talk about the organization as the impdingmtity, it may mean
different things. Imprinters may influence the &gy, practices, resources,
capabilities, systems, structure, etc. (Simsekti€ox, and Heavey 2015). In
particular the imprint on an organization's stratelgas been addressed by
scholars such as Kimberly (1979), Harris and Oghofi®99), Hannan, Burton,
and Baron (1996), and Burton, Sgrensen, and BeckgG0R). Kimberly (1979)
shows how the strategy and actions of an orgaoizatie persistently influenced
by the personality of the founder and his initigicdions. Harris and Ogbonna
(1999) evidence the influence of the founder’s dgm on their strategic vision.
Hannan, Burton, and Baron (1996) demonstrate thatfounder's blueprint
affects the decision-making later on. Burton, Sgeen and Beckman (2002)
study the imprint of founders on the type of sggtehosen by their venture. The
FFs’ strategy is thus a focal entity recognizethmimprinting literature.

6.2.3. Imprinting theory in the case of FFs’ strategy

If we return to the eight strategic levers idertifin Chapter 2, the examples cited
above highlight the link that may exist betweenstrategy of FFs and the profile
of the founder. For example, we may establish & between the degree of
diversification of FFs and the professional backgib of the founder, a relation
between the geographical coverage of FFs and therref origin of the founder,
the influence of the history of the founder on timices in terms of recipient
type. For one of the foundations we met, the vatdion of personal initiative is
at the heart of its strategy. Another foundatioctiva in the field of health is an
example of how the composition of the board majecef to some extent, the
identity of the founder. The fact that the foundativalues a high scientific
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expertise of the board could be seen as a consegoéthe scientific background
of its founders.

Regardless of the number of years since the creafithe FF, imprinting theory
enables us to posit that the FF's strategy bearsmidrks of the influence of the
FF’'s individual founder. We make the assumptiont teamething powerful

happens through the founder at the time of thetioreaA FF's strategy is to

some extent a reflection of the identity of therfder.

Based on imprinting theory, we postulate that a FFS current strategy is
stamped by the conditions of its creation. In partular, a FF's current
strategy bears the influence of the founder’s profé at the time of its
creation.

In addition to this level of imprinting (i.e., thenprint of the founder on the
strategy), there is an additional level that habaamentioned with regard to the
founder. The founder has a vision of the world assallt of his socialization. In a
sense, there is an embedded level of imprintingdbasists of the imprinting of
the environment (organizations, among others) enildividual; they, in turn,
transfer this imprinting to their own organizatias founder (Marquis and Tilcsik
2013). Nevertheless, in this research, we do nalysthis level of imprinting as
such.

There is an obvious relationship between imprintthgory and institutional
theory that studies the influence of the contexttloa institutions. Imprinting
theory in combination with IT illuminates our undending of the diversity
among FFs’ strategic choices; imprinting theory leiys the diverse strategic
paths taken by FFs despite the institutional pressiWe may say that imprinting
can be considered as a filter for institutionalsprees. The search for legitimacy
that is at the heart of institutional theory isghto some extent mitigated by the
values, professional background, cognitive capesiitetc. of the founder. The
individual norms and what is considered as sacoedhe individual somehow
exceeds the rules and norms enacted by the intitut

6.3. Strategy for FFs: key variables under scrutiny

The objective of this section is to present the &gynents that we considered in
the study of the influence of the founder on theegic choices of FFs. In
particular, we clarify the strategic levers we studie investigated those that
correspond to the practices that can be qualifseethaw” philanthropy. We also
discuss the variables that may characterize théleraf the founder and we
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finally present some additional variables that raéso influence the strategy of
FFs (i.e., the control variables).

6.3.1. Strategic levers

To study the explanatory dimension of FFs’ strategy choose to focus on four
strategic levers among the eight strategic varsalgentified in Chapter 2. These
are the variables that include the normative clhoiadvocated by the “new”
practices in the field of philanthropy: the degdaliversification, the financing
tool, the provision or not of additional supporhdathe existence of impact
requirements. These are particularly interestingttioly because they correspond
to significant current institutional pressures i#gg from the meeting between
the business and the philanthropy world. Despite f#ct that the field of
foundations is not yet fully institutionalized, ®d FFs are under pressure
regarding the impact they create. If we refer omlythese pressures and the
statement of IT, we would except to observe amatignt of FFs practices to the
normative statements of venture philanthropy: Hiet @are niche active, that
provide their recipient with mixed financing todlscluding debts and equity,
alongside non-financial support, and with impaajuieements. The existing
diversity of FFs’ strategic choices leads us toestigate the filter that the
founder’s profile may apply.

Furthermore, these strategic variables appear tahke highly discriminant
between the three clusters that emerge among FBselgium (Chapter 4); they
are variables for which the modalities taken in thiwee clusters vary
significantly. Also, they encompass variables ircheaf the three strategic
dimensions (i.e., scope, supporting vehicle, anditaong process). The strategic
variables we investigated are described in Table 1. 6.
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Table 6.1 - Strategic variables under scrutiny

Strategic Cluster discrimination Venture
dimension (Chapter 4) philanthropy
characteristics
Degree of Scope Cluster 1: niche Niche for more
diversification Cluster 3: cross-sectional impact (Porter and
Kramer, 1999)
Financing tool Supporting | Clusters 1 and 3: grants | Enlargement of the
vehicle Cluster 2: grants and/qgrfinancing tools
debts and/or equity (Mair and
Hehenberger,
2014)
Provision of Supporting | Cluster 1: no additional Higher level of
additional non- vehicle support engagement
financial support Cluster 2: provision of (Gordon, 2014)
additional support
Impact requirement | Monitoring | Clusters 1 and 2: npFocus on the
process impact requirement impact created
Cluster 3: impact (Gordon, 2014)
requirement

6.3.2. Founder characteristics

We used five characteristics to qualify the profiethe founders: professional
background, education, gender, age, and beliefs.fif$t two are the result of a
summation of life experiences of the founder, while last three are intrinsic
characteristics. The vision of the world of theridar depends on where and how
the founder has been socialized (Berger and Luckmi®®1). In other words,
depending on their socialization founders take fmanted some rules,
assumptions, and meaning (DiMaggio and Powell 1983) particular, the
founder's knowledge and experience have been rézmdinas individual
characteristics that imprint organizations (Simsglrtis Fox, and Heavey 2015).
We also complement the founder’s profile by addigg and belief. Founder’'s
values have also been identified as a charactettst supports their imprint on
the organization (Simsek, Curtis Fox, and Heavelb20As far as we know, age
and gender are characteristics that have not yen Ipeecisely studied in the
theoretical framework of imprinting. Note that tbleoice of these variables was
also conditioned by the availability and the exgalbility of the collected data.

We thus wanted to investigate how education andepsmnal background
influence how the founder develops his philantheogdtivities through the FF.
Past research in the field of philanthropy has evigd that education, and in
particular the level of education, is a strong ped of charitable giving
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(Bekkers and Wiepking 2011; James 2011). Afterrtlegiucation individuals
typically join work environments that also shapeitttorientations and behavior
(Lee and Battilana 2013). The emergence of vergbranthropy itself is due to
business men who wanted to apply the principletheffor-profit sector to the
field of philanthropy.

We aimed to study how the strategic choices adopyeBFs vary according to
the founder's age, gender, and beliefs. In thedlitee, there is a lot of evidence
to support the fact that religion is determinantgiving behavior (Bekkers and
Wiepking 2011). The history of philanthropy (Chaptgis shaped to some extent
by religious beliefs. Age is also recognized toluahce charitable giving
(Bekkers and Wiepking 2011). Moreover, in the fiefdphilanthropy, we notice
today a rejuvenation of the founders (Mernier artflair 2017; Fondation de
France and CERPhi 2015). Finally, in the field dfilgnthropy, gender is
receiving increasing attention (Wiepking and Bekk@012). Gender is also
recognized to affect the type of professional &ty chosen; such as
traditionally female work in the home and in nomrouercial activities (Haveman
and Beresford 2012). Men and women differ regardiveir prosocial behavior
(Eagly 2009). According to Eagly, in comparisonmen, women are more likely
to nurture, help, be unselfish, and show sympaitwatds others.

6.3.3. Control variable

Beside the profile of the founder, additional valkes can also influence the
strategic choices made by FFs. These variablesjatg hold a portion of the
information on the strategy adopted by FFs. If wendt add these variables, we
could face a bias. There are three main contextaidables that may influence
FF's strategy: FF's size, FF’'s period of creatiand the politico-institutional
context of FF. These three variables are relateda tcertain extent, to the
founding period of the FF; they also fall under tin@mework of imprinting
theory (see Figure 6.1). FF’s size refers to tlmemic conditions; the constraint
on initial resources shapes initial organizatiopahctices and this influence
persists over time (Marquis and Tilcsik 2013). Tgeriod of creation and the
politico-institutional context are in turn assoethtwith institutional factors.
These are also reflected in the practices of omgdéions (Marquis and Tilcsik
2013).

Size
By size we mainly mean the financial resources le$.FA wealth indicator is a

variable recognized to influence giving (WiepkingdaBekkers 2012). Because
FFs are endowed organizations; the total amounudsbed to FFs during the
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creation process is likely to influence the stratefpoices of FFs. FFs with higher
resources will be more likely to engage paid st@fiis means that these FFs
potentially have at their disposal the means tdegsionalize their actions (e.qg.
by providing tailored support that includes norafigial support), to be connected
with the new trends in the field of philanthropy.geto be aware of the

enlargement of the financing tools at their disposa to exchange with peers. If
a FF's size is substantial, the FF has the mear® tprofessionally active in

several fields and can be less risk averse (eppostimore risky projects with a

potentially higher impact).

Period of creation

Past research has indicated thatganizations formed at one time typically have
a different social structure from those formed abther timé (Stinchcombe
1965: 154). FFs created in the same period may beer influenced by the same
contextual factors or similarly influenced by thenvironment. In particular, with
the emergence of the new philanthropy in the 20@@s;reasonable to think that
FFs created at this period are more likely thaeoks to make strategic choices
in line with these new practices. Alongside theigebof creation the age of the
FF (the life cycle) may influence the strategy addp(Anderson and Zeithaml
1984). This variable also completes the independemtable age presented
above. By a combination of the period of creatiod the age of the founder, we
have a more detailed level that takes into accthensituation in which a FF has
been created by a young founder a long time ags Oéing said, as far as we
know, this situation is rather unlikely becausetle past philanthropy was
generally the domain of older people.

Politico-institutional context

Finally, the politico-institutional context may alsinfluence FFs’ strategy.
Depending on the country, the legal and fiscal mmwnent differs (Anheier
2001). The role of the State also varies from ooentry to another and the
sphere of public interest is proper to each courisya consequence the search
for legitimacy and the need for control vary acaogdo the country of a FF. The
national cultures and the traditions are recognteeldave an enduring influence
on constituent actors (Marquis and Tilcsik 2018)thus appears reasonable to
think that the strategic choices of FFs may be tertain extent, influenced by
the specific features of their country of estaltisint. In the following analysis,
because we study FFs in Belgium, we include a bhrighat to some extent
encompasses the politico-institutional context efggum.
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6.4. Methodology

In this section, we explain how we empirically &sktthe existence of links
between the profile of the founder and the strategpices of FFs. We detail the
sample of Belgian FFs used, as well as the othgablas. We also detail the
statistical method we apply (see also Chapter 3).

6.4.1. Sample

As explained in Chapter 3, we have at our dispassmple of 136 Belgian FFs
(see Figure 3.9). Unfortunately, we could not ueewhole sample because the
full sample includes all types of founders and vanted to target FFs created by
individuals. Among the 136 FFs, 36 have been codayean individual. These are
thus automatically in our target sample for thelgtaf imprinting by the founder.
However, we did not limit our analysis to these Bfuring the exploratory
interviews we realized that even if a foundatiors lieen created formally by
several individuals, there is a leader of theatitie most of the time. This goes a
step further because we noticed that this wasthisgase for foundations created
by a commercial company or a non-profit organizati®@ased on what we
observe in the field, if there is a leader, thiader plays the same role as the
founder. This is why in our questionnaire we ineédd question to determine if
there was a leader for the foundations createdegral individuals (with or
without family links), by a non-profit organizatipar by a commercial company.
In the online survey, the corresponding questioagla following (Table 6.2):

Table 6.2 - Identification of a potential leader amng FFs

Type of founder Identification of a potential leade
e Multiple individuals without| 4.28 Is one particular individual among the
family links founders the clear “leader” who is at the
e Multiple individuals with| origin of the initiativets Yeso No
family links (spouses
included)
* Non-profit organization
« Commercial company 4.37 Within the company, is there a clear
“leader” who is at the origin of the creation of
the foundation? Yeso No

As we observe in Table 6.3, it appears that theme leader in 72% (= 65/90) of
these FFs. By adding these 65 leaders to the 3&érs, we have a sample of
101 FFs for which there is a founder/leader. Tithe sample that we work with
in this chapter.
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Table 6.3 - Sample: founder and leader

Number of Existence of]
Type of founder FFs aleader
An individual 36 36
Multiple individuals from the same family (spousesuded) 23 18
Multiple individuals, without family links 38 9 28
A commercial company 6 4
A not-for-profit organisation 23 15
Public authorities 8
Other 2
Total 136 101

65

This sample of 101 FFs is representative of th&alnpopulation of 1122
foundations according to the region, the perioccrgfation (level 5%), and the
existence of paid staff (almost level 5%, p-valu&.5%})". The details of the
representativeness tests are given in Appendix &bleT 6.4 provides the
description of the sample according to the founaldes used to establish the

representativeness.

Table 6.4- Sample (101 FFs) description

Population Sample
(n=1122) (n=101)

Legal status
PF
PBF
Region of establishment
Brussels
Flanderg
Wallonia
Year of creation
1922- 1975
1976-2007
2003-2014
Existence of paid staff
No
Yes

55%
45%

43%
34%
23%

8%
16%
76%

88%
12%

40%
60%

38%
31%
32%

10%
22%
68%

81%
19%

*1 The foundations under the legal status of private foundations are underrepresented in our
sample. As previously explained, this unavoidable bias is mainly due to the fact that private
foundations are less likely to make contact information available. As the telephone and email
reminders have been conducted based on available contact information, we have reached a
smaller proportion of foundations under the legal status of private foundation.
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6.4.2. Variables

Dependent variables

We used foudependent variablescorresponding to thi®ur strategic leverswe
investigated. These variables are the ones we toseahduct the cluster analysis
(Chapter 4). The four variables are binary varialfiee., with two modalities). As
a reminder, the modalities of these variables atengn Table 6.5.

Table 6.5- Modalities of the four dependent variables

Strategic lever- Dependent variables Modalities
Degree of diversification Cross-sectional
Niche
Financing tool Grants
Mixed
Provision of additional non-financial suppart No
Yes
Impact requirement No
Yes

Independent variables

These characteristics of the founder correspontheédndependent variables
Because we asked exactly the same questions cagieeof an individual founder
or a leader, we have at our disposal several ctaistics of the founder/leader.
The collection of these elements as well as theesponding modalities of the
independent variables is detailed in Table*®%.6 the field of philanthropy,
depending on the research, the age limit that kentainto account differs.
Nevertheless, there is a gradient that seems ageneraround 65 years old
(Bekkers and Wiepking 2011). In addition, 40 iseaftconsidered as a lower
bound (e.g. Auten and Joulfaian (1996); Randop®%))9 The variablege thus
has three modalities (i.e., younger than 40 yelaksbetween 41 and 65, and older
than 65). Regarding the level of education, we tbai indicator with two
modalities distinguishing a level of education lowdhan or greater than
university; this corresponds to the varialdelucation The post-secondary
education is a period during which people are lkighfluenced (Patton et al.
2016). The variablgrofessional backgroundhakes a distinction between three
types of organizations in which founder may haveked (i.e., private non-profit
organization, private for-profit organization, amaiblic sector). Finally, the

2 The full questionnaire is given in Appendix 2.
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religious individuals.

Table 6.6 - Profile of the founder/leader

education the founder/leader has enjoy
(one single answer)

o Primary school / High School

o Higher education, non-university level
o University-level

o Post-university-level (PhD, etc.)

o Don't know

Independent Survey - Corresponding questions Modalities
variable
Gender 4.9/4.37 Is the founder/leademale oro | « Male
female?
* Female
Age 4.10/4.38 How old was the founder/leadef at <40
the time the foundation was established?
(one single answer) © [41.65]
o Less than 40 years old e >65
o Between 41 and 65 years old
o Older than 65 years
Education 4.15/4.42 What is the highest level|ef Primary/High

School/Higher
education, non-
university level
University-
level, Post
graduated level

Professional | 4.21/4.48 In what type of organization did Private sector
background | the founder/leader acquire his/her main (for-profit)
professional  experience? (one single Not-for-profit
answer) private sector
o Private sector (for-profit) e Public sector
o Not-for-profit private sector
o Public sector
Belief 4.22/4.49 Which of the following beste Religious
describes the founder/leader’s religious|or .
spiritual convictions? (one single answer)| * Atheist
o The founder/leader is/was religious
o The founder/leader is/was atheist |or
agnostic
o Other, please specify

o Prefer not to answer

Ideally, we wanted to have the characteristicshef founder at the time of the
creation because this is the sensitive period wesiigated based on imprinting
theory. For the age of the founder/leader, we askedjuestion precisely in this
sense (i.e. “at the time of the creation”). Forvheablebelief we did not specify
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that we wanted the information at the time of thheaton because it seems
reasonable to think that belief is a constant feat@ender is also considered as a
permanent characteristic. Regarding the level ofication, we make the
assumption that the level of education reportethieyrespondent in the survey is
effectively that at the time of the creation. Teiems reasonable in the sense that
most of the founder/leaders are already activeusiness when they create FFs
(Mernier and Xhauflair 2017). Additionally, because only split the variables
into two modalities, even if the founder/leader étample has started a higher
degree in a later stage it will not have an imparttthe two modalities of our
variable. Finally, regarding the professional baokgd, we cannot be sure that
the answer reported by the respondent is in lirth thie professional experience
at the time of the FF’'s creation. This is a potrtiias that we have to deal with.

Control variables

Size, period of creation, and politico-institutibrantext are the information we
want tocontrol for. Regarding the size of the FFs, we have tvaxips available:
either the existence of paid staff or the totake$ets. We chose the variable
paid staff because it has the least missing dats.(40). Based on the year of
creation, we also computed a variable period otava with three modalitié$
specific to the Belgian sector of foundations (ibefore 1975, between 1976 and
2002, and after 2003). Finally, we included a Jagaegion to take into account
the politico-institutional context of Belgium. Thisriable has three modalities
(i.e., Brussels, Wallonia, and Flanders). Dependindghe region, the foundation
sector differs and the partition of foundationswaen the two legal statuses (i.e.,
public benefit foundation and private foundationpliso different (see Chapter 3).

6.4.3. Method

We use a logit regression that models the prolahili success of each of the
four dependent variables (we detail the correspandsuccess” in the next

section). We adopt a univariate approach; we censahly one dependent

variable at a time. Our objective is to find an rympiate model to explain each of
the dependent variables, by an appropriate combmaft independent variables

(i.e., the characteristics of the founder) and m@ntariables that explain each of
the dependent variables (i.e., the strategic cbhid&'e thus need to select the
variables that give an appropriate model.

* The contingency table between the existence of paid staff and the total of assets leads us to
conclude that there is effectively dependence between both.
44

See Chapter 3
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The biggest difficulty we confronted was the presenf missing data (Table
6.7). The combination of the independent variabhlegseases the number of
missing values. The usual selection model proced(eg. AlC-based selection,
see Chapter 3) require that the same data be wsethd estimation of all
compared models. Therefore, for each dependenablaria subsample of the
initial sample was constructed, leaving out the Hiat correspond to missing
values on some variables. This means that we azeddo work on the basis of a
subsample of the initial sample (i.e., 101 FFskoAldepending on the dependent
variable considered and the combination of indepehdrariables taken into
account the number of missing data varies. In otdemnsure the validity of the
final model, we proceeded in two steps:

Step 1: for each strategic variable we study, wepmde a reduced
database without any missing data (i.e., N/A). Qs basis, we run logit
regression and then apply the AIC criterion (seepfdr 3) in order to
determine an appropriate model.

Step 2: we then re-apply a logit regression withfthal model identified
in Step 1 on the sample of 101 FFs and comparealemeter obtained
in order to be confident with the model seleéteth some cases, we also
apply ANOVA to confirm the results obtained.

We ran the same procedure for each of the fourrdigye variables.

Table 6.7 - Regression variables and missing values

Number of
Type Variables missing data
(N/A)

Degree of diversification (DD) 0
Country coverage (CC) 0
Dependent Financing type (FT) 0
variables Impact requirement (IR) 0
Additional non-financial support 5

(ANFS)
Paid staff 7

Control .

variables Region 0
Creation 0

* This procedure allows us to derive the representativeness of the sample of 101 FFs. This means
that we do not compute the representativeness of each subsample used for the corresponding
strategic variable.
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Number of
Type Variables missing data
(N/A)
Age 1
Independen Education 5
variables Belief 31
Professional background 10

As we can see from Table 6.7, religious beliefhis variable for which there is
the most missing data, in order to mitigate theafbf this absence of data, we
test each logit model (corresponding to each giatiever) with and without
belief. The levels of significance we use are tbiowing: “**” for a p-value
<0.01, “*" for a p-value <0.05, and™for a p-value <0.1.

6.5. Links between founder profile and strategic choicesempirical

evidence

In this section, we first present the results ef skatistical analysis for each of the
four strategic levers. We then attempt to explamresults obtained based on the
literature. Our results evidence, to some extéat influence of the profile of the
founder on the strategic choices and the pertinesfceonsidering control
variables.

6.5.1. The influence of the founder’s profile on the w&ggc choice of

the degree of diversification

Our objective is to explain the probability of bgiactive in a_niche (i.e., the
probability of success) in terms of the age, edanatprofessional background,
and the belief of the founders, as well as in teofithe existence of paid staff, the
period of creation, and the region. A literal wayptresent the model is as follow:

Probability of being active in a niche
" (1 — Probabilit i ive i i ) ~Po + Frhge
vy of being active in a niche
+ S,Education + B;Professional background + g,Belief
+ fsPaid Staff + B¢Period of creation + f;Region
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wherep, top, are the parameters we want to estifffate
Results

We began the analysis by including all the varigblee then applied the AIC
procedure in order to obtain an appropriate modealcording to the AIC
procedure (without the variabléelie), the model that best explains the
independent variabldegree of diversification (DDincludes the control variable
paid staffand the independent varial€lucation Paid staff and education are
significant, respectively, at the level of 5% an@¥d’(Table 6.8). The other
variables are not significant. The details of th&C Aprocedure are given in
Appendix 6.

Table 6.8- Final model for the strategic leverdegree of diversification

Degree of diversification- , Significance
Niche Estimate p-value level
(Intercept) -0.083 0.85
Paid staff [Yes] -1.388 0.02 *
Education [Univ/Post
graduated] 0.96 0.08

Based on the results given in Table 6.8, we cas ttanclude the following
regarding thedegree of diversificatioof FFs: all other things being equal, the
strategy of FFs created by a founder who graduaoed university (and higher)
will be more likely (positive sign of the parametstimate 0.98) to be active in
a niche, compared to FFs created by individual$ witlower education level
(reference category). More precisely, if we intetghe results in terms of odds
ratio, we can better figure out the importancehaf ¢ffect of the education. The
odds ratio of high-educated founder compared tetovducated founder is given

by:

* Because the dependent variables are qualitative variables with two or three modalities, the
parameters that need to be estimated are not onlyf, tof;. Inside eachf; fori = 2 to 7, there are
one or two parameters that need to be estimated (based on a reference category).

* If we run the same model on the initial sample (Model 4), it appears that education is not
significant. Nevertheless, the application of an ANOVA allows us to keep the variable education (p-
value=7%).

*8 The value of the estimate has to be carefully interpreted. The importance of the effect has to be
interpreted | terms of exponential and compared to the initial probability (that corresponds to the
one of the reference category).
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Exp (—0.083 + 0.96) _

Odds ratio (Education) = Exp (—0.083)

Given that 2.6 is greater than 1, we can conclhdethe high educated founders,
compared to low educated founders, increase thpgiordunity of three times to
be niche active.

Also, all other things being equal, the strategyB$ with paid staff will be more

likely to have several fields of intervention (csesectional), compared to FFs
without paid staff (reference category). If we catgpthe odds ratio for paid staff
compared to no paid staff, we obtain a result 28 @hat is lower than 1. It means
that FFs with paid staff have four times less opputy to choose to be active in
a niche compared to FFs without paid staff.

Theoretical justification

In most empirical studies the authors demonstrheg there is a positive
relationship between the level of education andptfapensity to give (Bekkers
and Wiepking 2011). This relationship is mainly dagwo mechanisms: the first
is that people with a higher degree of educatiomehaiore opportunities to
socialize, to meet new people, to be part of a adtyBrown 2005; Brown and
Ferris 2007). These people have a higher sociatatafyvilson and Musick
1997). Therefore, higher educated peoplenaoee solicitedand their propensity
to give is higher. The second mechanism is rela&edognitive capabilities
Cognition encompasses the set of mental abilitigeracesses (e.g. processes of
learning, problem-solving, how people pay attent@nremember) that guide
human action. Cognition has thus to do with howeespn understands the world
and acts in ff. Higher educated people have higher cognitive lutipes (Ceci
and Williams 1997). This means that they have gebetpacity to understand the
world surrounding them and thus to change it (Beklend Wiepking 2011). In
the field of entrepreneurship, the prior educatanindividual also influences
entrepreneurial outcomes, among other successesdé®an and Honig 2003;
Van der Sluis, Van Praag, and Vijverberg 2008)péamticular, higher educated
people have cognitive abilities that allow thembigtter evaluate opportunities
(Schultz 1959).

To explain the fact that FFs founded by highly eded people will be more
likely to be niche-players, we rely mainly on thgument related t@ognitive
capabilities. Because higher educated people are recognizdthasg higher
cognitive capabilities, they better understand daskues, they are better able to

49 http://sharpbrains.com/blog/2006/12/18/what-are-cognitive-abilities/
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figure out how the world works, and they are mdkely to want to contribute to
it. Given that they are potentially more awareha bpportunities to significantly
contribute, it seems reasonable to think that twélynot spread their support.
People with higher cognitive capabilities will pedldy reflect on their

philanthropic action and will not act based onlytbe “coup de coeur”. Today,
higher education is very specialized; people wither education are more likely
to have been exposed to specialization. This calsla support the result.

Regarding the drivesolicitation, on one hand, we could make the assumption
that if people are over-solicited, they may neethi@ a step back and choose a
specific cause to answer the over-solicitation. &mwther hand, the reverse
hypothesis could also be true: if people are owéicited, they will be more likely

to have a more diversified action. By combining #rguments on cognitive
capabilities, specialization, and solicitation wee able to explain the links
between higher educated people and the strategicecko be active in a niche.
Because of their understanding of the world, thé@sire to significantly
contribute, their specialization, and their ability identify opportunities to
contribute, they will choose a specific field ofdrvention.

Finally, the link between the existence of paidfgtased as a proxy for the size
of FFs) and FFs that are active in several fiekdgniderstood rather well. If FFs
can rely on paid staff, they have potentially mbuenan and financial resources
to be active cross-sectionally. They have at tlsiposal the means to achieve a
certain level of expertise and knowledge in differdomains. These FFs may
have a higher level of professionalization and biii¢y that can lead to an
extension of their scope (as is the case for thegKBaudouin Foundation, for
example). On the reverse, there are also big fdiom$asuch as the “Fondation
contre le Cancer” that are niche-active.

6.5.2. The influence of the founder’s profile on the sgat choice of

provision of additional non-financial support

We aim to explain the probability of providing atioinal non-financial support

(i.e., the probability of success) in terms of thge, education, professional
background, and the belief of the founders, as aglh terms of the existence of
paid staff, the period of creation, and the regibhe model is formalized as
follows:
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( Probability of provision of additional support
n

~ A

1 — Probability of provision of additional support) Po + Prge
+ f,Education + B;Professional background + (3, Belief
+ fsPaid Staff + B¢Period of creation + [5;Region

wherep, tof; are the parameters we want to estimate.

Result

The AIC procedure (with and without the varialldelief) evidences that the
dependent variablgrovision of additional non-financial suppag well explained

by the control variableperiod of creationand the independent variable
professional backgroundlhe conclusion is the same when we use the linitia
sample of 101 FFs. The details are given in Appefdi

Table 6.9° - Final model for the strategic leveradditional non-financial

support
Additional non-financial support N
Yes Estimate ™ Significance
value level

Intercept -0.915 0.127
Creation (after 2003) 1.893 0.003 *x
Creation (before 1976) -1.050 0.394
Prof. back. (private not-for-profit) -1.069 0.068
Prof. back. (public) 0.050 0.079

Based on the results given in Table 6.9 we obs#rae all other things being
equal, the strategy of FFs created by an individuad has mainly acquired his
professional experience in the private and notpfofit sector will be less likely
to provide the recipient with additional non-finsalsupport (negative sign of the
estimate), in comparison to a person who has mawoisked in the private for-
profit sector (reference category). Based on th#sadtio computation, we can
conclude that a founder with a not-for-profit expace will correspond to a
decrease of three times of the opportunity to cadosprovide recipients with
additional non-financial support compared to fousdewith a for-profit
experience (odds ratio= 0.34). Also, all other gisilbeing equal, the strategy of
FFs created after 2003 will be more likely to ir#uthe provision of additional
non-financial support than FFs created between 186 2002 (reference

%0 prof.back. means professional bacground
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category). The computation of the odds ratio allowdo say that the opportunity
for FFs created after 2003 to provide their recifgevith additional non-financial
support are six times higher compared to FFs edebetween 1975 and 2002
(odds ratio= 6.6).

Theoretical justification

Depending on the type of organization in which dlials acquire their
professional experience, they learn different nomnsl different ways to be
considered as legitimate (DiRenzo 1977). This idel) among others, the
managerial style (Higgins 2005) and the appetiteifik (Kacperczyk 2009).

The strategic choices of FFs will thus vary acaogdio the work environment in
which the FF’'s founder has evolved. On the one hdnal founder has mainly
acquired his experience in the non-profit sectag conceivable that he does not
know that is possible to support third parties otiran by making grants, field
volunteering, or by being a board member. Becabseempowerment of an
organization’s capabilities is something that iktreely new in the non-profit
sector, people who have mainly worked in this cxinége potentially less aware
of the existence of this type of support. Neverhs| this argument deserves
nuances; similarly, we could think that people wiave mainly worked in the
not-for-profit sector are aware of the needs oifieats.

A FF's founder who has mainly worked in the for{fgresector in turn has
integrated a set of norms proper to this sectarh s1$ the notion of profitability
that is at the heart of for-profit work. The foundelopts the business practices
with which they are familiar and brings these teithphilanthropic practices
(Hwang and Powell 2009). In the context of philaagy, the notion of
profitability may be translated into effectivenelégthus seems reasonable to think
that for-profit experienced people will have a higterest in the effectiveness of
their actions. In the academic and grey literatilme idea of effectiveness is
closely connected to the provision of non-finanaapport that empowers third
parties. This mainly comes from venture capitalidilme provision of additional
non-financial support is part of the “toolkit ofgics” (Swidler 1986).

Accordingly, if we combine these elements, we usiderd that the type of
organization in which the founder has acquired Mmgin experience is
determinant in the choice of a FF's strategy. Anfiber who has mainly worked in
for-profit organizations will be more likely to ingorate in its philanthropic
action the means necessary to achieve effectivemesise provision of additional
non-financial support. As evidenced in our resuitsfounder who has mainly
worked in not-for-profit organizations will be lefisely to include alongside non-
financial support.
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Furthermore, the influence of the period of craatio the provision of additional
non-financial support appears to make sense. likéty that FFs created after
2003 will provide their recipients with additionabn-financial support, as this
period corresponds to the emergence of venturamhilopy in Europe.

6.5.3. The influence of the founder’s profile on the sgat choice of

financing tools

For the strategic choice in terms of financing $othe probability of success we
model is the choice to use mixed tools (i.e., idelg debt and/or equity). We
want to explain this choice in terms of the ageuocation, professional

background, and the belief of the founders, as aglh terms of the existence of
paid staff, the period of creation, and the regicorresponding formalization is
the following:

( Probability of use of mixed tools
n

~ A Educati
1 — Probability of use of mixed tools) Bo + PrAge + fpEducation
+ f3Professional background + f,Belief + f5Paid Staff
+ BsPeriod of creation + f;Region

wheref,tof; are the parameters we want to estimate.
Result

The results of the AIC procedure for the strategaciable financing typeare
mitigated. On one hand, if the variatielief is included, according to the AIC
procedure, the most appropriate model consistgptaming the strategic choices
regarding the financing type by the independenialsée belief. However, when
we effectively test this model, either on the cep@nding subsample or based on
the initial sample (model 2 and model 3), the fhett the founder is religious
does not seem to have a significant influence @nstinategic choice (Table 6.10).
The details of the AIC procedure results are giveippendix 6.

Table 6.10 - Final model for the strategic leveFinancing tools

Financing tools- N
Mixed Estimate p-value Slgrlnflcance
evel
Intercept -1.791  0.000908 ok
Region (Flanders) | 0.904 0.197
Region (Wallonia) 1.637 0.014 *
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If we remove the variableelief, the AIC procedure leads us to consider only the
control variableregion to explain the type of financing provided (Tabld@®.
Other things being equal, the strategic choiceims of financing support of FFs
established in Wallonia is more likely to be thgmort through mixed tools that
is grants and/or debts and/or equity, compared Rs Bcated in in Brussels
(reference category)) This result is difficult to understané priori, we would
have thought that FFs established in Wallonia wdagdmore likely to support
their recipients with classical grants. Walloniauets the smallest number of
foundations of the three Belgian regions; this mmgan that the foundation sector
in Wallonia is less dynamic and thus less likelfowaware of the new practices.
In addition to this, the vast majority of eventspferences, and workshops on and
for foundations are organized in Brussels. Thisasalways easily accessible for
people who live in Wallonia. Wallonia could thus less exposed to institutional
influences. Additionally, in Wallonia people areedsto a stronger public sector
which works with subsidies. To explain this reswbuld require further
investigation.

The fact that the variableeliefis an output of the AIC procedure (see Appendix
6) deserves attention even if our results do niabéish a significant link between
the belief of the founder and the strategic charcéerms of financing tools.
Through the history of philanthropy, we have bedieato appreciate the
evolution between charitable philanthropy and eyt philanthropy (Chapter 1).
One might have thought that the choice of the fiamn tool (with or without
expected return) could therefore be influencedneytteliefs of the founder.

Theoretical justification

In the literature, despite the fact that religienrécognized as determinant in
charitable giving, Bekkers and Wiepking (2011) méweless reveal that the
propensity to give is not exclusively due to théuea enhanced by religion, but
also to prosocial behavior (e.g. church attendar@ajng would be a religious

obligation that acts as a strong norm avoiding ta##é questions related to
effectiveness and impact and an approach rathieménvith a means obligation

(Chapter 2).

In Jewish, Christian, and Muslim religious tektthere are many references to
gifts and in particular to the principle of fredtgi(i.e., without compensation).

*L FFs located in Flanders do not significantly differ from those established in Brussels.

2 In Europe (https://churchpop.com/2014/10/09/10-maps-religion-europe/) and in the United
States (http://www.pewresearch.org/), Christianity (which includes catholic, protestant, and
orthodox denominations) is still the most represented religion. Islam is a religion that is increasing
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For example, there is the concept of a tithe in@e Testament. This requires
people to give a proportion (10% is recommendedheir resources (et every
one of you, on the first day of the week, set assdmuch as he can, according to
his prosperity (1Corinthians 16.2)). The text insists that ththes and the
offerings have to be made with pure motivation<C&inthians 9.7). It is very
clear that the Bible recommends helping one's meigland not burdening him
with combined debts in order to be loved by thedwith the promise of going to
heaven. As evidenced in Table 6.11, in the Bibbrdahare various references to
the prohibition of interest.

Table 6.1F3 - The Bible and the notion of interest: examples

Reference Text
Ezekiel 18 “51f a man is righteous and does what is just amght...7 does not
oppress anyone, but restores to the debtor hisgeledommits ng
robbery, gives his bread to the hungry and covbles naked with a
garment, 8 does not lend at interest or take amfiprwithholds his
hand from injustice, executes true justice betwaan and man,

9 walks in my statutes, and keeps my rules by@é&ithfully--he is
righteous; he shall surely live, declares the L@AD. “

Exodus 22 "25 If you lend money to any of my people withwbo is poor, you
shall not be like a moneylender to him, and youl st exact interest
from him.”

Leviticus 25 | “36 Take no interest from him or profit, but feavur God, that your
brother may live beside you.”

Deuteronomy| “19 You shall not charge interest on loans to ybuother, interest on
23 money, interest on food, interest on anything th&nt for interest.”

Ezekiel 18 “13 (if he) lends at interest, and takes profiliadl he then live? Hg
shall not live. He has done all these abominatidresshall surely die
his blood shall be upon himself.”

; “12 In you they take bribes to shed blood; you takerest and profit
Ezekiel 22 2 : :
and make gain of your neighbors by extortion; bt you have
forgotten, declares the Lord GOD.”

Today, tithing has gone from the status of a legmigation to that of a moral
duty, on a voluntary basis. The New Testament tdaches the importance of
giving and the benefit derived from it (e.g. LukeMatthew 5). According to the
Christian tradition the gift is free because itleefs the free gifts of God.
Nevertheless, there is still a promised rewardtifier donor (certainly in a non-

in Europe. The Bible that includes the Old and New Testaments is also, in part, the reference text
for Judaism (because the Torah includes the Old Testament).

53 https://sites.google.com/site/decouvriretapprendre/famille/mefaits-et-reprobation-de-I-
usure/interdiction-de-l-usure-dans-la-bible
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terrestrial or non-calculable, non-utilitarian pegstive: with God). The gift
according to the Bible causes people to enter infgerspective of generosity
without calculation (the believer who acknowleddresing received everything
from God without merit, can in turn give free ofache). For Protestants, in
particular, there is also the concept of “givingclhao society” that is rather
compatible with the notion of giving freely.

In the Quran, the sacred text of Islam, the refegsrto gifts and its gratuitousness
are also numerous. The usunbg) is forbidden in Islam (Table 6.12). In the
tradition of Islam, each offering is given back Gpd to the one who gives it
("...whatever thing you spend [in His cause] - He wiinpensate it; and He is
the best of providetgSurah 34, Verse 39)). The charitable naturenefdift is a
necessary condition to receive a divine answer .baacording to Islamic
philosophy, the gift is perceived as the promiseeaonciliation between being
and having. If there are profits, one is oftenraied to the benefit to the other.

Table 6.12 - The Quran and the notion of interest: examples

Reference Text
Surah Ar-Rum “And whatever you give for interest to increasehwitthe wealth
[30:39] of people will not increase with Allah. But whatygive in zakah,

desiring the countenance of Allah - those are thétipliers.”

Surah Ali 'Imran | “O you who have believed, do not consume usuryplgouand

[3:130] multiplied, but fear Allah that you may be sucogssf

Surah Al-Bagarah | “O you who have believed, fear Allah and give upatMiemains
[2:278] [due to you] of interest, if you should be belies/er

Surah Al-Bagarah “Allah destroys interest and gives increase for iGti@s. And Allah
[2:276] does not like every sinning disbeliever.”

Surah Al-Bagarah “Those who consume interest cannot stand [on they Rd
[2:275] Resurrection] except as one stands who is beindgebelay Satar

into insanity. That is because they say, "Trade[just] like
interest.” But Allah has permitted trade and hagbidden
interest.(...)"

Accordingly, we would have arguea priori that a religious person will be
stamped by the idea of the free gift and then ntikedy to provide their third
parties exclusively with gifts. This means that aheist or agnostic person,
compared to a religious person, would be moreikeladopt the new financing
tools such as debt or equity which include the idieenterest. Nevertheless, this
link is not strong enough to appear in our data.

> http://comprendre-islam.com/riba-usure-islam/
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6.5.4. The influence of the founder’s profile on the sgat choice of

having impact requirement

The last strategic choice we investigate is impact requirementFor this
analysis, the probability of success we model is thoice to have impact
requirements that we attempt to explain in termstld age, education,
professional background, and the belief of the flmug, as well as in terms of the
existence of paid staff, the period of creatiord #re region. A way to formalize
the model is the following:

( Probability of the existence of impact requirements )
n ~
1 — Probability of the existence of impact requirements 0

+ fB1Age + [,Education + f;Professional background

+ B,Belief + fsPaid Staff + S4Period of creation + 8, Region
wherepf, tof, are the parameters we want to estimate.
Result
If we run the AIC procedure (with or without theriadle belief,see Appendix 6),
it appears that the independent variageis the variable that better explains the
strategic choice in terms ohpact requirementTable 6.13).

Table 6.13 - Final model for the strategic levermpact requirements

Impact o
requiremen| Estimate P~ Significance
-Yes value level

Intercept 0.405 0.276
Age (<40) | 2.014 0.08
Age (>65) -0.04 0.9393

All other things being equal, the strategy of FFsated by a person who is less
than 40 years old will be more likely to requireiththird parties to demonstrate
impact, compared to founders between 41 and 65 \(egflerence category). The
corresponding odds ratio is equal to 7,9 this medias the opportunity for
younger founders to include impact requirementtheir strategy is eight times
higher compared to older founders. The behavidowhders older than 65 years
does not significantly differ from the referencéeggory.
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Theoretical justification

The fact that the age of the founder influencesdtnategic choice in terms of
impact requirements does not surprise us. In thadexuoic literature on
philanthropy, a positive relationship is generadistablished between age and
giving (Bekkers and Wiepking 2011). Neverthelesssoading to these authors,
the mechanism that explains this relationship isy®b well understood. In the
grey literature (e.g. reports of private banks,stting firms, field organizations)
age is a parameter that is broadly addressed, yrlagtlause of recent evolutions
in the field of philanthropy. The importance of ymer people in philanthropy is
increasing (Miller et al. 2014). The creation ofR is no longer the exclusive
privilege of elderly people that engage in philaogy at the time of their
retirement, for example. We talk about the nextegation of donors, commonly
called the “nextgelt. If we are interested in understanding the infice of the
age of the founder on the strategic choices addpyed FF, the strategic lever
that appears dominant is related to impact.

What emerges from these reports is that the younilgrhropists are changing
the face of philanthropy (Lerner 2011). This negheration of philanthropists
want to witness the impact they create (Hamilto@40Age is also related to
entrepreneurial behavior (Parker 2004). The younmmwple are attentive to
determine if they have achieved their objectiverfiee 2011) and thus develop
high interest in developing metrics of their outemmand impact (Miller et al.
2014). What mainly summarizes the approach addpyetthem is “impact first”
(Trobe 2013); according to the same author, theg alant to see the impact
created (and do not look for social recognitiorthes previous generation have).
They want to make a difference. This high focusrmopact is somehow linked to
the appetite for risk of the younger philanthropBased on these elements we
understand why if a FF's founder is younger, il wé more likely to have a high
interest in impact.

6.6. Discussion and conclusion

Founder profile and new philanthropic practices

With this last chapter, we have contributed to éeépg the understanding of
FFs’ strategy that we have built to this point; ieestigated the potential links
between the profile of the founder and the strateghoices that can be
assimilated to the new philanthropic practices. &epirically highlighted that

> The terms generation X and generation Y respdgtivesignate groups of individuals
born after 1965 and after 1980. The age limit may\¥rom one study to another.
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the profile of the founder at the time of the ci@athas an influence on the
strategic choices of FFs; in particular his levdl emlucation, the type of
organization in which he has acquired his main sgpee, and his age. The
gender and the beliefs of the founder did not apfmele significantly related to
the strategic choices; any links are not strongughdo appear in our data. FFs
created by younger founders are more likely to fef@cus on impact while FFs
created by highly educated founders will be mdkelyi to intervene in a specific
field of intervention. Also, FFs created by fourmlawho have their main
professional experience in the for-profit sectoe arore likely to provide their
recipient with additional non-financial support.d&se each characteristic of the
founder appears only to be significant once aftee AIC procedure (i.e.
education of degree of diversification, age for awip requirement and
professional background for the provision of addi&l non-financial support), it
is not relevant, at this stage, to include intecsst between the variables and to
complicate the model. Statistically, if a singleaddcteristic of the founder is not
significant, it is unlikely that a combination oharacteristics be significant.
Nevertheless, a multivariate analysis could berésting in order to attempt to
identify a comprehensive and integrated profilethe founders that engage in
new philanthropic practices.

Our results also underline that the period of éoeatthe size of FFs, and the
politico-institutional context play a role in thdrategic choices of FFs. In
particular, FFs created after 2003 are more liltelprovide their recipient with

additional non-financial support. Our results atdmw that the size of the FF
significantly influences the strategic choices iarnts of the degree of
diversification. Finally, the strategy of FFs, pewtarly in terms of financing

tools, depends on the region of establishment sfikBelgium.

Founder profile and strategies among Belgian FFs

The results of this chapter also support our undeding of the three strategic
groups existing among FFs in Belgium (Chapter #i)wé relate the strategic
choices investigated in this chapter (i.e., degfediversification, financing type,
additional non-financial support, and impact reguoient) to belonging to one of
the three clusters (i.e., proximate charitable atthropy, high-engagement
philanthropy, and international impact-driven phtlaopy), we are able to guess,
to a certain extent, what type of founder is belgadh strategy. Highly educated
people will be more likely to adopt proximate cketvle philanthropy or, to a
lesser extent, high-engagement philanthropy. Fasndbo have mainly acquired
their professional experience in the private fafprsector will be more likely to
choose high-engagement philanthropy and, to a rleegtent, international
impact-driven philanthropy. Finally, young foundevdl be more likely to be in
line with international impact-driven philanthropyd, to a lesser extent, high-
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engagement philanthropy. Nevertheless, these pitapws have to be taken
carefully because in this chapter we have onlyistud strategic levers out of the
8 used in the determination of clusters and baselunivariate approach.

Founder profile and legitimacy and control issues

We can also analyze the results of this chaptethén light of the issues of
legitimacy and control addressed in Chapter 5. W&y tlnen conclude that a
younger founder will mainly deal with control issugased on monitoring process
(i.e., impact requirement). A highly educated foandill manage control issues
based on scope (i.e., degree of diversificatiod)aprivate for-profit experienced
founder will manage control based on the suppongtgcle (i.e., additional non-
financial control). Also, young and for-profit expenced founders seem to
mainly rely on pragmatic legitimacy; a young foundees this directly by having
impact requirements, and a for-profit experiencaghtler does so indirectly by
providing additional non-financial support that i®cognized to improve
effectiveness. Highly educated founders gain baihtrol and legitimacy by
intervening in a niche. The elements discussed alaog summarized in Table
6.14.

Table 6.14 - Founder profile and legitimacy and camol issues

Young founder Highly educated For-profit
founder experienced
founder
Strategic | Impact requirement Degree of Provision of
lever diversification additional non-
imprinted financial support
Means of | Monitoring process Scope Supporting vehigle
Control
Type of Pragmatic Moral and pragmatic Moral and
Legitimacy pragmatic

Future research avenues

Future research avenues are numerous. Exploringxieence of the relationship
between the profile of the founder and their sg@tehoices is a prerequisite to
later investigation of the potential mechanismwidg these relationships. We
underline three main ideas for future researchstfin Belgium, it would be

interesting to improve the understanding of thenfiar's influence through

imprinting by collecting additional detailed dateor example the influence of
religion on a FF’s strategy deserves attentione®Otimprinting sensitive periods
could also be investigated such as the impacteofaiv change in 2002. Finally, it
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would be valuable to conduct a longitudinal studyorder to understand the
dynamics of imprinting.

Second, the reproduction of the same type of aisalysinother national context,
in particular in Europe, in order to see if them® any differences would
contribute to the understanding of the Europeandation sector.

Finally, future research is needed in order to wstdad the mechanisms of filters
that the founder could use against institutionaéspures. If the current
institutional pressures effectively correspondhe hew philanthropy, we could
thus conclude that younger founders, highly edutcdteinders, or for-profit
experienced founders are to some extent more \abfeeto the pressures of their
environment. These founders do not have anythingpfmse these pressures or
they do not have a personal posture that allowsthe resist. There is no
opposing filter. Other life experiences in turn mapduce resistance to these
pressures. Depending on the profile of the founidher foundation could be more
or less exposed to environmental pressures. Thiddame an interesting avenue
to explore.
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In this last section, we aim to conclude our red®ait is organized into four
parts. We first aim to integrate the findings of tthifferent chapters composing
this dissertation and attempt to reach a more cehgmrsive view on strategy for
financing foundations (FFsour main findings emerge from our research. In
addition, this dissertation contributes to the athy literature of philanthropy at
different levels. We identif§ive main contributions that we detail in the second
section. We also review the limitations of thise@sh and propose suggestions
for future research. Finally, the managerial cdmttions that our work brings to
the field of philanthropy and to the theme of &iggtare detailed.

Findings

First, thanks to the data collected on the Belg@mmdations, we drew a very
detailed picture of the foundation sector in Belgim. At the end of 2015, 1751
foundations are listed (under both the legal stafupublic benefit foundations
and that of private foundations). The Belgian faatiwh sector is in growth, in
particular there is a growth of 10% for 2015 coneglaio 2014. Furthermore, we
observe that foundations in Belgium are not unilgrrdistributed over the
Belgian territory; Brussels and Flanders account ttee larger number of
foundations. The specific context of regionalizataf Belgium may explain this
difference. Among the 1751 foundations existinghatend of 2015, 76% serve a
public purpose and the remaining 24% are foundstibat have rather private
objectives (e.g. a legal representative of a vialbler person, preservation of a
familial patrimony). The main areas of interventimn these foundations are in
the arts and culture, social action, and healtladdition, the study of the Belgian
foundation sector and the review of the literatimethe academic field of
philanthropy have led us to challenge the conveatiterminology existing in the
field of philanthropy and the usual term “grantnmakfoundations”. Our research
also gave a detailed discussion and argument riegattie specificities of
foundations that finance others and defined th&ufea of financing foundations
(i.e. private and non-democratic actor, public psg outsourcing, financing
flow and measurability). This has elicited the jmatar challenges and tensions
that they may confront.

A second finding of our research lies in tdevelopment of a strategic

conceptual framework that informs strategy for financing foundations.eW
conducted a literature review in the academic f@lgbhilanthropy with a focus
on strategy. We then articulated and made senstheofdifferent elements
collected in order to identify the main and transeé strategic choices that
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financing foundations may be confronted with. Welezh up with a meaningful

strategic conceptual framework with three stratelfficensions: scope, supporting
vehicle and monitoring process; inside these dio@ss strategic levers

(controllable variables that fall into the realm ofanagement) have been
highlighted. In addition, contextual elements (in# and external) surrounding
the idea of strategy have been underlined.

Third, while the literature and the history of pmthropy tend to oppose a
charitable philanthropy and a strategic philantgrofor which venture
philanthropy is emblematic, our results evidene the reality is more complex.
We highlight the fact that having strategy does ardyy mean to be in line with
the normative statements of venture philanthropg.dlserve that each financing
foundation has a strategy in the sense of makimgcehl in order to fulfill their
mission. Wechallenge the usual Manichean vision of philanthrop divided
into an old philanthropy and a new and strategie. ddur results confirm the
enlargement of the toolkit at the disposal of faati@hs identified by Mair and
Hehenberger (2014). The statistical analysis caeduevidences three strategic
patterns among the financing foundations in Belgthiat are hybrid: proximate
charitable foundation, high-engagement philanthyopgnd impact-driven
international philanthropy. The grouproximate charitable philanthropy
encompasses financing foundations that are aciisaly and essentially support
individuals; they mainly use grants without addiab non-financial support and
do not present impact requirements. The secondegica pattern, high-
engagement philanthropy, is in turn characterized by the use of finandimgs in
line with the practices of venture philanthrop(inot only grants but also debts
and equity, on a longer time horizon, along witm4i@mancial support). Finally,
the third strategic groupinternational impact-driven philanthropy includes
financing foundations that are active outside brdend that require impact
reporting from their recipients. These three groagesa combination of strategic
choices that are in line with the normative statetsi@f the “new” philanthropy
and strategic choices that are not.

Finally, we attempt to explain the existence ofal#nt strategic patterns among
financing foundations in Belgium. We support theadhat this diversity may be
explained by the quest for legitimacy, the seamhafsolution to the problem of
control, and the influence of the founder. Accoglin we first develop a

theoretical argument arourldgitimacy and control which are seen as two

upstream strategic issueghat financing foundations are faced with. Thiggo
beyond the usual perspective taken to study straiegterms (only) of

effectiveness. The very specific nature of the riciag foundations and the
context of the Welfare State, of which they area#,pcome into play when the
issue of strategy is addressed. This discussionligids the potential trade-offs
that could be made between and within the stratebmces that reduce the
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agency cost and those that lead to gains in leg@ymFinancing foundations are
not able to optimize on each strategic lever, iohestrategic dimension. And,
second, we also evidence that strategy is not thielyesult of control, legitimacy
and efficiency issues but that it ssamped by the profile of the founder We
empirically demonstrate that intrinsic charactérgstand characteristics that are
the result of a summation of life experience of finender influence the strategic
choices of financing foundations. We empiricallynton that the founder
effectively has an influence on the strategy adbptg the foundations. In
particular, we demonstrate that young and highlycated founders are more
likely to make strategic choices in line with thegtices associated to the “new”
philanthropy. In addition, our results do not allow to conclude that the beliefs
and gender of the founder have an influence onstha&tegy chosen by the
foundation. Further, the imprinting of the foundeay act as a filter to the
institutional pressures; the profile of the foundesy mitigate the effect of the
pressures of the environment.

Contributions

Our research brings a real contribution to researchhilanthropy, going beyond
a prescriptive perspective to develop a descripavel analytical approach.
Overall, our research contributes to the understgndf the practices of FFs,
especially in Belgium. By using a strategic conaapframework, we provide a
description and attempt an explanation of the dityeof FF strategies. Our study
represents an explicit effort to understand andaéxghe practices of FFs that
have received little theoretical and empirical rtiten until now. Our contribution

to the academic field of philanthropy is major fiee main reasons.

First, we contribute to the still emerging field msearch on philanthropy by
providing data based on which the academic research can be gedl(dair
and Hehenberger 2014). We made a pioneering effforealize a census of
Belgian foundations. This is the first requiredpste produce a substantial body
of knowledge on foundations. The data collectedhwilr comprehensive survey
are novel and very rich and allow the researchotb@yond a purely descriptive
view of the sector and to attempt to understandexpthin it. With these data, we
are able to provide not only a deep understandihghe practices of the
foundations but also to attempt to explain them. €ata on the foundation sector
in Belgium is now available and could be used todewt further research.
Nevertheless, the modalities of access to the data still to be defined and
discussed with the foundation sector. Having datah® sector of foundations
allows the understanding of the field to be devetbpand enriches research, in
order to answer the criticism of the lack of treargmcy in the field(Frumkin
2006).

213



CONCLUSION

Second, the suggestion of timtroduction of the new terminology “financing
foundation” is a first step to better align the literaturehnilhe recent evolutions
in the field of philanthropy and to question thefiie observe a limit regarding
the term of grantmaking foundation usually usede Bwolution in the field of
philanthropy and the associated diversification sdipport provided by
foundations (Mair and Hehenberger 2014) requiregxension to the current
terminology. Our research proposes a new termiryalo@nswer, to some extent,
the evolution in the sector.

Another major contribution of our research is trevelopment of astrategic
conceptual framework that supports the understanding of strategy farfaing
foundations. Our approach is original in the sethsé the identification of these
strategic levers was not straightforward. We dreant from the evolutions in the
field as well as from the existing normative stadats of the “new” philanthropy.
We attempted to question normative approachesraiegly prevailing in the
literature that considers venture philanthropy te B gold standard for
foundations. We realized a significant effort tomgyehensively grasp the
components of the strategy for financing foundatioie provided a systematic
way of analyzing strategy for financing foundatidhat could be used for future
research. This conceptual framework has been dasigithout any geographical
restriction and is therefore potentially applicailea broader manner, beyond the
empirical use we made of it. As far as we know kmgearch is one of the first
attempts to provide a comprehensive study of gjyafer philanthropy. This
occurred ten years after Frumkin's (2006) statérttet strategy is one of the
most underreported areas in the field of philargkiro

The multi-paradigm theoretical framework usexbmbining the issues of
legitimacy and control, includes a development of institutional theotygives
an enrichment of the strategic perspective throtingg theoretical lens. In the
specific case of financing foundations, we used igogb results to study the
synergies and the conflicts that may appear betweendifferent types of
legitimacy as suggested by Suchman (199&ger similar institutional pressures
to those of venture philanthropy, financing foumnala adopt different strategic
paths. This suggests the relevance of isomorphisnithe specific case of
financing foundations (Harrow, 2011). The peculinature of financing
foundations, which are by essence neither depemaeiithancial resources nor on
democracy, may mitigate the institutional pressuf@gse to a certain level of
independence towards their environment, financiognflations are to some
extent able to resist these pressures. The studithede questions and the
associated agency in the specific case of finanfdumgdations contributes to
institutional theory.
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Finally, we contribute to the organizational petpe by mixing different
levels of analysisthe organizational level and the individual letielough the
founder. We address these two levels of analydisiegrate them by studying
strategy at one level and then at the other. Qulyssuggests that these levels are
embedded in the issue of strategy and to sometgxtedict it. Nevertheless, this
contribution has to be mitigated by the fact thatter integrated research is still
needed.

Limitations and future research avenues

The above-mentioned contributions may have to banced due to some
limitations of this dissertation, related amongesthto methodological choices
and to the adopted research design. The aim ofs#usion is to present these
limitations as well as the paths for future reskarc

The field of philanthropy and in particular theussof strategy is an area of
research that is still rather under-studied. With i@search, we contribute to the
understanding of strategy for FFs but we acknowdettigit we did not cover all

the aspects of strategy. This means that our mdsdws brought a significant
contribution to this field and is at the same timestarting point for future

research.

In this research, we acknowledge our choice to iqudarly deepen the
programmatic side of strategy: the identificatidrswategic levers on which FFs
make choices in order to fulfill their mission. dddition, we focus on three main
central issues of control, legitimacy and foundenfiluence. There are many
other aspects of strategy that can be investigdtature research could more
specifically address the influence of internal eleteristics such as the financial
profile of FFs. The existence of an initial endowrtnand the need for additional
resources, as well as the choice to be purely ¢ingnor mixed are among the
elements that would deserve attention from a gfi@geoint of view. In addition,
the contextual conditions surrounding FFs coulduseher investigated. In this
research, we have considered some country bousdar@ as the Welfare State
context and the legal and fiscal environment prapeBelgium. A specific study
of the influence of this context on the stratedioices could be interesting, in
particular for an international comparison. In didti, we did not specifically
investigate the link between strategy and effeates. Further developments
could be made to link the strategic choices with igsue of performance and
impact, in line with the current evolutions obsehia the field. Finally, future
research could deepen the understanding of théehkeen FFs’ strategy and the
issues of control and legitimacy initiated in ouss@értation by building, for
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example, indicators of control and legitimacy tbatild be statistically related to
FFs’ strategic choices.

From a methodological perspective, our samplenaricing foundations presents
some limitations. First, it depends on an init@ddntification of foundations that
serve a public purpose (identified based on indégeincoding of the mission
stated in the legal statutes) and then a secondtifidation of financing
foundations among foundations that answered thmedurvey. There was no
possibility to a priori identify the financing foundations in the popubatiof
foundations. The high difficulty in defining theitial population of foundations
that serve a public purpose may encompass someedisfun and make it
difficult to determine the representativeness afsample. In addition, in order to
have enough data, the sample of financing foundsitwee worked with does not
include only pure financing foundations; it alsocempasses the financing
activity of mixed foundations. In other words, wede the implicit hypothesis
that being a pure financing foundation or beingedixoundation leads to similar
behaviors in the financing activity. Nevertheleggs has strategic implications,
among others in terms of control if the mixed foatimhs are more operating than
financing. This upstream choice to be mixed or pufimancing as well as the
relative importance of both types of activitiestie case of mixed foundations
could be further investigated. Another limitatianthe fact that the questionnaire
was answered mainly by CEOs or directors of thedations, the data collected
are thus limited to one point of view of the founda and its reality. Moreover,
the respondent might have conceded to the biagsifability by answering the
guestionnaire such that their actions will be vidvavorably.

The choices of the indicators used to empiricaltyplement the strategic
conceptual framework also present some limitatidite indicators are proxy to
grasp a complex reality. The choices of the madalifor each indicator depend
to some extent on the data availability and thessizal constraints. For example,
through the indicator “impact requirement”, we ontgasure the extent to which
financing foundations try to transfer the evaluatioad to recipients, and this
does not discriminate between financing foundatihias use those requirements
only for symbolic reasons and those with a truetrdmution to effectiveness. In
addition, the building of the indicator relatedtbe expertise of the board implies
that we consider that the directors with a goodfileract according to their
expertise, in an effective manner. Further, thecetdr “financing tool” requires
that it is effectively possible, under the legaanfrework of foundations, to
effectively use debt or equity which is not alwdle case (e.g. in France). We
acknowledge the limitations embedded in the chofdée indicators.

In addition, our results are limited to the Belgianndation sector and to some
extent constrained by its politico-institutionaintext. We evidence that strategies
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among FFs in Belgium are rather hybrid; they mifedént logics. Nonetheless,
we may hypothesize that Belgian FFs are going tolvevtowards more
integration of practices in line with the new philaropy. In addition, because
there is rejuvenation among the philanthropists ey assume that the strategy
of FFs in Belgium will become closer to high-engaget philanthropy. The
study of the evolutions of the sector could berderesting research avenue. The
fact that we focus on Belgium could be identified a limitation of the
dissertation because of generalizability and tenafility. Nevertheless, the
guestionnaire gave great insights on strategydondations and could be used in
other countries to allow an internal comparisorswategy for foundations across
Europe. This will participate to build a strong Bpean body of knowledge on
the foundation sector. The questionnaire would nedzk simplified and adapted
to the national context.

Our choice to adopt a quantitative approach alswsbsome limitations. Despite
the richness of the results obtained by such anoapp, the data collected by a
guestionnaire gives only partial information orattgy. It does not collect data,
for example, on the evolution of strategy inside filundation, on the view of the
world the founder may have, on the institutionagsures identified by the actors
etc. These points could have been complemented tgeper and systematic
analysis of the exploratory interviews conductedtufe qualitative research
could give very useful information to complemeng tjuantitative approach and
could also facilitate international comparison.

Finally, our research suggests interesting futheatetical research avenues. Our
study provides the seeds for future theoreticaaessh. The fact that the sector of
philanthropy is not yet fully institutionalized @s an interesting perspective in
studying strategy for foundations. There may bdnk between the level of
institutionalization of the sector and the strategfoices given. In addition, we
only focused on the agency relationship that extstéween the financing
foundations and their recipients. Neverthelessrethes a double agency
relationship that places a financing foundatiormasgent (with funder/donors as
principal) and as a principal (with recipients gert). The multi-level of agency
relationships and their potential strategic imglmas constitute another
interesting theoretical research avenue. Theseadated among others to the
existence of an initial endowment or not and thednfor additional funding. A
specific detailed treatment of the financial data Fé s could support this
understanding. Nevertheless, the access to thete idaneither easy nor
centralized. Specific financial indicators coulddmveloped to grasp the financial
reality of foundations and to compare them for epl@mto other non-profit
organizations or internationally. This informatioould also be complemented by
meeting people responsible for the investment fmesin big foundations. There
is still a lot to do in this direction.
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Managerial implications

In addition to the theoretical considerations te dtademic field of philanthropy
outlined above, several practical implications bardrawn from this dissertation
for philanthropists, philanthropic organizationglswas financing foundations and
for policy-makers. Our research provides valuabiplications for practitioners.

Any philanthropic organization that starts thinkiagpout its strategy may be
confronted by the elements outlined by our research

First, by realizing a census of foundations in Betg we set the basis for the
development of a practical tool for the sector bilgnthropy in Belgium. The
field of intervention (identified based on the legstatutes) as well as
geographical information are now available fortladl organizations that are under
the legal status of foundations. This means tha¢db@n these data it is possible
to make links between the donors and the granggastees are often looking for
new financing sources and could use their geogcapproximity as leverage to
attract funds. In addition, this information coufaster collaboration between
foundations that intervene in the same fields. \Wica that Belgian foundations
are not very highly connected with their peers desthe effort made by the
Belgian Federatiofi One example is that of a foundation that is spiezeid and
that finances very big research projects; it caudd the data we collect to find
matching partners. We have received various regestn foundations in that
sense, which we have not been able to meet unil. Adis means that this
database presents a high interest for practitiorfdrs exploitation of these data
could contribute to support the development offthendation sector in Belgium
and its impact. Nevertheless, the creation of tbid requires being able to
maintain and update this database and make itadl@ilto practitioners. One
option could be to transfer the management of tatabase to ConcertEs (a
dialogue platform for organizations from the Belgigocial economic sector, see
Chapter 3) so that all the data is public. In addjtthere is the data collected by
our survey. For this, there is an issue of confiddty that needs to be discussed
with the foundations that responded to the suridyese data cannot be easily
transferred to the public domain. Finally, our deth analysis of the sector,
among others of the foundations under the legdalstaf private foundation,
underlines the challenge of transparency facedeye foundations that pursue a
public purpose. There is a need to build a strongentity for the foundation
sector which could be achieved with greater tramspsy and accountability of
foundations. This is the work initiated by the BalgFederation but there is still a
lot to do to ensure a trustworthy visibility of teector in the eyes of civil society.

56 .
www.reseaufondations.be
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Second, our research highlights the specific natfigghilanthropic organizations
such as FFs. To be aware of this may help thenetterbunderstand the specific
strategic challenges they may be confronted witlparticular in the context of a
Welfare State. The existing delegation inherenthigir actions raises specific
strategic issues because the achievement of thigsian depends on the work of
their recipients. In addition, the hybrid naturesath organizations that are active
under the umbrella of public interest but at thesd@ime that are private and non-
democratic also confronts them with a particulallemge of being considered to
be legitimate. Our research reinforces the ideardaong to which control and
legitimacy are permanent challenges faced by FRs.chioices made by FFs take
a strategic connotation around these two issues;detisions taken are not
neutral. There are choices between different gli@mtalternatives. These
guestions of control and legitimacy do not aris¢hie same way for all FFs; FFs
are invited to determine their own position. Mooce@untability and transparency
may be a means for foundations to mitigate theceffé this characteristic in the
eyes of civil society and to create trust. Beingnsmous of these stakes may
support their strategic reflection and may contebto the development of an
appropriate strategy. It may lead practitionersike a step back and to take into
account these elements that are strategic driverdheat come into play upstream
of the strategy itself.

Additionally, this research offers philanthropigtionors and founders) a better
grasp of the different ways through which strategy be addressed in the field of
philanthropy. It encourages them to systematicdigk of their strategy and to
be aware of the different alternatives they havé¢hair disposal to fulfill their
mission. In particular, the strategic conceptuahfework developed could lead to
the creation of a decision tool for practitionefBhe strategic conceptual
framework may be used to develop a roadmap to adwenors and
philanthropists. It suggests taking into accouetdrstinct dimensions of strategy
as well as the potential influence of the intermiakxternal context. It may help
them to understand strategy as a multi-dimensiaoakept and highlight the
variables on which they can strategically act, rieo to deal with the control and
legitimacy issues, among others. It also confrdh&sn with the new strategic
alternatives brought about by the evolutions thattaking place in the field.

Furthermore, the identification of three distingtes of strategies in Belgium that
do not fit the traditional cleavage that may exstween the “old” and “new”
philanthropy enlarge the vision of strategy thatgtitioners may currently have.
The existence of three distinct strategic pattdhed bring together strategic
choices in line with the normative statement of thew” philanthropy and
elements that refer more to an “old” vision of phihropy may make
practitioners confident of the fact that they céfedively have a strategy even if
they do not meet the normative requirements of “th@w” philanthropy. It
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provides a nuanced understanding of what strate@nd gives foundations the
opportunity to better figure out their positionirig the landscape of the
foundation sector in Belgium.

Our results also invite founders to realize thattmfluence the strategy adopted
by the organization they create. They challengedeus regarding the role they
play in the organization and may lead them to diapk from regarding the

influence they may have in order to achieve thesyoathe organization. Our

findings give the founders a mirror to their praes and their involvement and
may lead them to reflect on the “after them”. Thessults provide founders with

an opportunity to discuss the long-term vision loé torganization with their

stakeholders. In addition, our results are alsoeams for young and highly

educated founders to reflect and to question Stestegic choices. In particular,
our results suggest that young and highly eductmedders may be more likely

to adopt the new practices of philanthropy notypbly choice but also to answer
to institutional pressures.

Finally, our research highlights the increasing amgnce of the Belgian
foundation sector. Policy-makers can rely on ondifigs to reflect on this sector
in growth, in particular regarding the role philartpy can play, either to
complement or to substitute the role of the Welfarate. If policy-makers want
to support the development of the sector, thisediaion suggests opening a
reflection on the distinctive characteristics osFhd the resulting specific issues.
Because of the non-democratic nature of organzatsuch as foundations, there
is a need to reinforce thex anteandex postcontrol regarding their actions and to
foster accountability and transparency. In particula greater transparency
regarding the financial means of foundations cdwddvaluable in order to deal
with the mistrust generated by such actors. EsihediaBelgium, there is a need
to clarify the legal status of private foundati@ml to support the development of
a strong identity for the sector of foundationd farsue a public purpose.

Today, the philanthropic sector, which foundati@amne only a part of, is in full
swing, not only in Belgium but everywhere else. Mour research we have made
a significant step in the understanding of theseracin particular their strategy
and their associated diversity. With our reseavah,are now able to go beyond
the traditional normative point of view; we now kmohat strategy for financing
foundations answer to upstream issues of effeatisgrihat are the search for
legitimacy and the control and that also dependshenfounder's imprint. Our
findings contribute to support and frame the degweient of such organization in
order to build a better society; this is our wish.
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APPENDIX 1: INTERVIEW GUIDE

L'organisation - données administratives

Pourriez-vous nous présenter/décrire vobrganisation en quelques
mots ?

Quelle est lamissionde votre organisation ?

Quel est lestatut juridique de votre organisation ? Pourquoi avoir choisi
ce statut ?

Dans quekontexte a-t-elle été créée ? Commenfpeurquoi a-t-elle été
créée ?

Quels sont, selon vous, lemments clégle la vie de votre organisation ?
Combien depersonnessont aujourd’hui impliquées dans I'organisation ?
Employés ? Bénévoles ? Autres ?

Quelles sont lepersonnes cléslans le fonctionnement de votre
organisation ?

Est-ce que votre organisation fait partie d’un aése Pourquoi ?

Profil de la personne interviewée Fondateur et/ou directeur

Pourriez-vous nous en dire un peu plus a prope®de?
(Quel est votrgarcours scolaire et professionnél)
Quel est votredle actuel dans I'organisation ?
Quelles sont vomotivations ?

Ressources- de I'organisation et soutien proposé

Queltype de soutienvotre organisation octroie-t-elle?

o Financier/non-financier ? Si financier, de queletypsi non
financier, de quel type (accompagnement, expergseau ?)
Quelles sont lesessourcesmobilisées pour mener a bien votre mission ?

o D’ou viennent ces ressources ?
o Est-ce que ces sources de financement ont évolugans du
temps ?

La stratégie- existence, evolution

Comment concrétisez-vous votre mission aujour@hui
Qui sont ledénéficiairesde votre organisation ?

Dans quesecteurvotre organisation est-elle active ?
Dans quelleone géographique?
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» Selonquelles modalitésoctroyez-vous votre soutien ?
o0 Appel a projets ? démarche proactive de rechereheajets ?
0 Quels sont les critéres de sélection ?
o0 Visez-vous des projets & un stade spécifique de leu
développement ?(lancement, scaling up, etc.)
0 Avez-vous/privilégiez-vous des contacts personae¢s vos
bénéficiaires ?

+ Comment avez-vousdéfini vos modes d'action? Les avez-vous
formalisés?
+ Comment respectez-vous les volontés du/des fonggteude
I'organisation ?
» Est-ce que vous avez fatoluer la maniere dont vougtalisez votre
mission ?
o0 Si oui, pour quelles raisons ? en lien avec quelstad ? quel
événement ?
0 Qu’avez-vous fait évoluer ?

» [Faites-vous appel a des partenaires ?

* Selon vous, quels sont lekoix importants qu’'une organisation comme
la v6tre doit poser ?
o A quel moment ?
o Dans quel contexte ?
o Pourquoi ?

» Souhaiteriez-vouaméliorer la fagcon de faire de votre organisation ?
o Si oui, a quel(s) niveau(x) ? Pourquoi ? Comment ?

» Evaluez/Mesurez-vousithpact de vos actions ?
o Sinon, pourquoi ?
o Si oui, comment ? avec quels criteres ? avec quastenaires ?
avec quels résultats ? avec quelles réactions gmrtade vos
bénéficiaires ?

La gouvernance —prise de décisions

* Quels sont lesorganes décisionnelsau sein de votre
organisation ?
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* Outre le CA, aveez-vous mis en place des comitasuitatifs ?
comités de surveillance ? comités d'experts ?  @@nit
scientifiques ? comités stratégiques ?

+ Comment sont-ils composés ? qui sont les partiesgmtes de
ces organes ?

* Quel est leur périmétre de décision ? de quoi eéétids ?

» Est-ce que la fagon de prendre les décisioisotuéau cours du
temps ?

» Est-ce que cette prise de décisionfesnalisée au sein de votre
organisation ?

» Faites-vous appel a dexperts pour appuyer les décisions de
'organisation ? si oui, quels experts ? pour epsellécisions ?
Suivez vous toujours l'avis des experts ? Quidelsmier mot ?

* Si la fondation est d'utilité publique : commentopédez-vous
pour garantir que votre action protége l'intérétgal ?

Le secteur -environnement

* Comment voyez-vous le secteur des fondations egidted aujourd’hui ?

+ Comment/ou situez-vous votre organisation dansalgsamge belge des
organisations philanthropiques?

* Avez-vous remarqué des évolutions du secteur pgoraaux sujets que
I'on vient d’évoquer ? (stratégie et gouvernance)

* Quels sont, selon vous, les challenges auxquebastonté le secteur des
fondations en Belgique ? que prévoyez-vous pouehia du secteur ?
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APPENDIX 2: QUESTIONNAIRE SURVEY

1. PROFILE OF THE RESPONDENT

1.1 Which of the following positions do you assume wWwithiour foundation ?
(multiple answers possible)

O Chief executive 0O Operational role, please
O Executive Specify T
O Member of the Board of
Directors O Other, please
SpeCify toii i,

2. PROFIL DE THE FOUNDATION

2.1 In which year was the foundation
established 2.
2.2 What is the legal structure of the foundatiofOPe single answer)
O Public foundation O Private foundation
2.3 Were the current activities of the foundation exedwby another legal
structure, prior to the establishment of the curfenndation 71 YesO No
If the answer to question 2.3 is Yes
2.4 What was the prior legal status of the foundatig@r?e single answer)
0O Public foundation O Other, please specify :
00 Private foundation = === reeeereeeeseeeiieeen
O Non-for-profit organisation

O Public agency

2.5 In what year was this former legal structure lawttfa ..............................

For all

2.6 Does the foundation also manage funds on behaifhefr persons or
institutions 20 YesO No

For all

2.7 Does the foundation employ staff (formal employnmeantract) 70 YesO
No

If the answer to question 2.7 is Yes

2.8 How many ‘full-time equivalents’ (FTE) does the falation employ ?
.............................. FTE

2.9 Does the foundation rely on volunteers (apart froembers of the Board or

committees / jury’s, if applicable) ? O YesO No
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If the answer to guestion 2.9 is Yes

Note : we only refer to volunteers who are not mennbf the Board or e.g.
committees and jury’s

2.10 Do these volunteers contribute omaase-by-case basig, regular basis

or O a combination of both ?
2.11 What are the roles & tasks these volunteers asSumeltiple answers
possible)

O Executive & management tasks O Participation in activities related
O Administrative tasks (secretarial, to the objectives of the foundation
accounting, ...) O Other, please

O Participation in fundraising SpeCIfy i s
Forall

2.12 Is the foundation part of a larger network of foatons?d YesCONo

If the answer to question 2.12 is Yes
2.13  Which one(s) ?

2.14 Does the foundation regularly participate in evemtgmnised by the King
Baudouin foundation 21 YesONo
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2.15
answers possible)

o Social action

APPENDICES

In what domain(s) does the foundation deploy atitisi?(Multiple

Assistance to disadvantaged people, persons in
difficulty

o Sports, Leisure

Organisation, promotion and diffusion of sportingla
leisure activities

o Arts and culture

Diffusion, protection and promotion of the whole
range of arts, including the conservation of (aalfu
legacy/estate

Education and training, including promotion of the

o Education . -
access to education / training

o Health Physical and mental health, support for peoplecktru
by illness, awareness campaigns, medical research
Development, promotion and diffusion of the

o Science sciences, including research (other than medical

research)

o Environment

Protection and conservation of the environmentheatu
and animals. Sustainable development

o Local development

Promotion of social/economic development
initiatives, for a specifically defined territory

o Entrepreneurship

Support for the creation of companies / ventugtah

o International development

Development co-operation and international reteio

o Civic society

Citizenship and promotion of equal rights and jesti
Promotion of professional associations and unions

o Spirituality

Diffusion of communal and religious values

o Other

If the replier has marked at least two domains forguestion 2.15

2.16 Does the foundation have a primary focus area lestwheese activities ?

O YesO No

If the answer to question 2.16 is Yes

2.17 Which one Yone single

oS3 1] )
For all
2.18 Does the foundation have a specific target audignogew of ...
.... Age group ? O YesO No
... Gender ? O YesO No
... Level of revenue ? O YesO No
... Philosophical or religious convictions ? O YesO No

2.19 The foundatiomainly operategone single answer)

O In one country

O In multiple countries
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2.20 The activities executed / supported by the fouodatrimarily
happen(one single answer)

O In Belgium O In Europe (hors O Outside of Europe
Belgium)

If for question 2.20 the replier has marked « In <@untry> »

2.21 The foundatiomainly operates at gpne single answer)

O local scale (community of persons / village level)
O regional scale
O national scale

If for question 2.20 the replier has marked « In Ewope (outside Belgium)» or
« Qutside of Europe »
2.22 The foundatiomainly operates at gone single answer)

O local scale (community of persons / village level)
O regional
O national

3. PROFILE OF THE ACTIVITIES OF THE FOUNDATION

I. Support mechanisms

3.1 The foundation...

... allocates gifts to individual persons (e.g.,Ha form of o Yeso

grants) No

... allocates gifts to organisations (e.g., non-fafp o Yeso

organisations, universities, museums, ...) No

... allocates loans to individual persons o Yeso
No

... allocates loans to organisations (e.g., non-fofi#p o Yeso

organisations, universities, museums, ...) No

... investment in organisations (shareholder) o Yeso
No

... directly executes its own programmes o Yeso
No

... maintains a (cultural / artistic / environmerital.) heritage | o Yeso
No
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If for question 3.1 the replier has marked « alloctes gifts to individual

persons», « allocates gifts to organisations », i@ktly executes its own

programmes » or « maintains a (cultural / artistic/ environmental / ...)

heritage»

3.2 What was the total annual budget for the foundatia2013 ?
...................................................... Euro

3.3 For the year 2013, what was the breakdown of tta éamnual budget of the
foundation, as per the categories belof® No » answers to the previous
guestion correspond to 0%)

% du
Budget

Gifts to individual persons (e.g., in the form o&nts)

Gifts to organisations (e.g., non-for-profit orgsations,

universities, museums, ...)

Programmes directly executed by the foundation

Maintenance of a (cultural / artistic / environrradrit...)

heritage

General costs (operating costs, personnel costs)

Other

Total 100%

If for question 3.1 the replier has marked « loanso individual persons »
3.4 For the year 2013, what was the total amount afddhe foundation

allocated to individuals ? ........ccvvvveviieinevin i Euro
3.5 How many individuals has the foundation supportedugh the allocation of
10ans iN 2013 2 ..o individuals

If for question 3.1 the replier has marked « loan$o organisations »
3.6 For the year 2013, what was the total amount afddhe foundation

allocated to organisations ? .............. ..Euro
3.7 How many organisations has the foundatlon suppcbtmmhgh the allocation
of [0aNS IN 2013 ? ..ovvviiiiiie e organisations

3.8 In the past 3 years, the foundation has primaticated_loans to
organisations at §one single answer)

O very short-term basis (less O medium-term basis (3to 5

than 1 year) years)

O Short-term basis (1 to 3 years) O Long-term basis (more than 5
years)
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If for question 3.1, the replier has marked « invesnent in organisations »
3.9 For the year 2013, what was the total amount afstments the foundation

made in organisations (shareholder role) ? .................... ..Euro
3.10 In how many organisations has the foundatlon madam 2013 ?
.............................................. ongsations

If for question 3.1, the replier has marked « diretly executes its own
programmes »
3.11 For the year 2013, how many projects/programmesheafoundation
executed directly (including those covering multigkars) ?
ANNEES) 2.t ———————————————————

3.12 Inthe past 3 years, the majority of the programenexuted directly by
the foundation had a duration abng single answer)

O less than 1 year 0O 3 to 5 years
O 1to 3 years 0O more than 5 years

If for question 3.1, the replier has marked « giftdo individual persons »
3.13 How many individuals has the foundation supportedugh the
allocation of gifts in 2013 ? ... individuals / gifts

If for question 3.1, the replier has marked « gif$ to organisations »

3.14 How many organisations has the foundation suppahiexdigh the
allocation of Qifts iNn 2013 ? .........cooo i, organisations / gifts

3.15 During 2013, what was the number _of gifts the fatiwh granted to
organisations, split up as per the below categdres number of gifts per
range)
.......... Gifts below 10.000 Euro.
.......... Gifts between 10.000 and 50.000 Euro.
.......... Gifts between 50.000 and 100.000 Euro.
.......... Gifts superior to 100.000 Euro.

3.16 What was the single largest gift that the foundahas allocated to an
organisation in 2013 ? ......ccvviiiiiiiiiiieeeeeennes Euro

3.17 During the past 3 years, the foundation has maitbgcated gifts to
organisations of the following natufene single answer)

O yearly and non-renewable (1 year maximum)
O yearly and renewable (1 year, renewable)

O engagement covering multiple years, please sptufyypical number of
years : ............ years

O unlimited duration (permanent engagement, no fixed date)
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3.18 If the foundation provides gifts to organisationbat does it finance ?
(one single answer)

O Mainly specific projects

O Mainly to strengthen the organisation’s intern@amisation & capacities
(general costs, personnel costs, training costs, ...)

O Both, to a relatively equivalent degree

If for question 3.1, the replier has marked « gif$ to organisations » or

« loans to organisations »

3.19 Does the foundation participate in the governari¢dheoorganisations it
supports (e.g., membership of Board of Directorsasnmittees) ?
o Nevero Sometimes Always

If for question 3.1, the replier has marked « qiftdo individual persons »,
« gifts to organisations », « loans to organisati@» or « loans to individual

persons »
3.20 If anindividual or an organisation has alreadyagied financial support

in the past, can he/shefit be considered for aguribution ?0 YesO No
3.21 In addition to its financial contribution, does tleeindation also provide
non-financial support ?

OYesO No

If the answer to question 3.21 is Yes
3.22  What type of support (Multiple answers possible)

0O Making available experts in the field of operatairthe foundation

0O Making available experts in a specific managemiefd {finance,
legal, accounting, fundraising, ...)

0O Opening of the professional network of the fourmat

O Gifts of material nature (IT systems & suppliesglrestate / office
space, ...)

O Other, please

P I e

251



APPENDICES

If for question 3.1, the replier has marked « giftdo organisations », « loans

to organisations », « investment in organisations, « qgifts to individual

persons » or « loans to individual persons »

3.23 What is thanain mechanism the foundation uses to find & select the
projects it will support one single answer)

O Requests for proposal O Recommendations by peers

O Pro-active research by the O Inspiring thought of the founder
foundation or a leading person of the foundation
O Spontaneous applications O Other

3.24 What are théwo most important criteria that the foundation uses to
select the projects it will suppor{vo answers possible, from below list)

O the innovative nature

O the repeatable nature

O the expected impact

O the number of final beneficiaries
O other, please

If for question 3.1, the replier has marked « qiftdo organisations », « loans
to organisations » or « investment in organisatios»

3.25 Does the foundation choose the organisation(sp{operate with for its
projects in using following criteria ?

.. its activity domain ? o Yeso No
... its financial stability ? o Yeso No
... its reputation ? o Yeso No
.. its age ? o Yeso No
.. the quality of its executive team ? o Yeso No

If for question 3.1, the replier has marked « giftdo organisations », « loans
to organisations » or « investment in organisations
3.26 If foundation supports an organisation, igénherally the sole supporter
of the project(s) (financing 100%)?
O YesO No
If the answer to question 3.36 is No
3.27 Does the foundation assume the responsibilityrtd ind mobilise other

co-financers for the projects it supports ¥esO No
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If the answer to question 3.27 is Yes
3.28 With what type of co-investor/co-financer does fimendation work
primarily ?(one single answer)

O Public authorities O Individuals
O Foundations O Other, please
O Non_for_proﬁt Organisations SpeCify et reraaaaiarer s

(other than foundations) e

If the answer to question 3.1 is « gifts to individal persons », « qifts to

organisations », « loans to individual persons »,leans to organisations » or

« investment in organisations »

3.29 What are the requirements that an organisationdividual supported by
the foundation has to fulfil (multiple answers possible)

O No obligations
O Financial justifications, demonstrating the goseé of the obtained funds
(invoices, ...)

O Description of the tangible results of the projdetg., number and profile
of beneficiaries, hours of training delivery, oview of activities, ...)

O Description of the impact of the projects on thegét public / sector /
activity domain, through e.g. surveys or testimenie

O Evaluation of the project’s impact, through indarator similar measures
O Other, please specify :

3.30 Is the achievement of these obligations a firm domdfor the
(continued) allocation of funds ?
O YesONo

If for question 3.28 the replier has marked «Evaludon of the project’s

impact through indicators»

3.31 For evaluating the projects it executes, the fotindaypically uses
indicators that aréone single answer)

o quantitative (‘numbered’)

o qualitative

O quantitative and qualitative

3.32 For evaluating the projects it executes, the fotinddypically uses
indicators that aréone single answer)

O specific to each supported individual or orgamisat
O standardised, for all supported individuals / oigations

253



APPENDICES

If for question 3.1, the replier has marked « diretly executes its own
programmes »

3.33 What are the two most important criteriafthendation uses to select the
projects i twill executéchoose from below list, two choices possiBle)

o innovative character

O repeatable nature

O expected impact

o the number of ultimate beneficiaries

o other, please specify

3.34 Does the foundation use indicators to measaranpact of the projects it
executes ? oYes oNo

If the answer to question 3.34 is Yes

3.35 For evaluating the projects it executes, tmdation typically uses
indicators (one single answer)

o specific to each project

o that are standardised, across projects

3.36 For evaluating the projects it executes, thumdlation typically uses
indicators that are (one single answer)

o quantitative (‘numbered’)

o qualitative

O quantitative and qualitative

4. PROFILE OF THE FOUNDER

4.1 Who has established the foundation ? (one single/en)

O An individual O A commercial company

O Multiple individuals from the O A non-for-profit organisation
same family (spouses included) O Public authorities

O Multiple individuals, without O Other, please specify :
family links

If the answer to question 4.1 is « multiple individals from the same family »
or « multiple individuals, without family links »
4.2 By how many individuals was the foundation creded

254



APPENDICES

If the answer to question 4.1 is « an individual »x multiple individuals from
the same family », « multiple individuals, withoutfamily links » or « a non-
for-profit organisation »

4.3 What are/were the main drivers that have contribtaghe creation of the

foundation {multiple answers possible)

O the founder(s) wanted to honour the memory of & dea
O the founder(s) wanted to render to society whaespprovided to them

O the founder(s) wanted to enter an engagementpipastiof a specific
cause

O the founder(s) wanted to preserve an (artistidtugal / ...) heritage
O the founder(s) wanted to express religious ortsgirivalues
O other, please

4.4 Has the foundation been established following ...

... a difficult experience (death, illness,...) ? o Yeso No
... a new life phase (pension, change in professiaciality, ....) ? | o Yeso No
... an inspiring encounter ? o Yeso No
... the availability of new financial resources ? o Yeso No

4.5 Has the foundation been established by testamentésno No

If the answer to question 4.1 is « a commercial cqmany »
4.6 What are/were the main drivers that have contribtdethe creation of the

foundation q{multiple answers possible)
0O Develop and enhance the image and reputation afdimpany towards
external stakeholders (clients, investors, germrhlic, ...)

O Incorporate the values of the company

O Empower, mobilise and engage its staff

4.7 Has the foundation been created ...

... following a re-organisation (including mergersgaisitions, o Yeso No
restructuring) ?

... following an event that a leading member of tbmpany has | o Yeso No
personally experienced ?
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If the answer to question 4.1 is « public authorigs »
4.8 What was the main driver that led the public autiesto establish the
foundation ?

If the answer to question 4.1 is « other »
4.9 Bis. What was the main driver for the establishnafrthe foundation ?

If the answer to question 4.1 is « an individual »

4,10 Isthe founderd male orc female ?

4,11 How old was the founder at the time the foundatias established ?
(one single answer)
O Less than 40 O Between 41 O Older than 65
years old and 65 years old years

412 What is the main source of the estate that thedeuhas allocated to the
foundation(one single answer)

O The founder has inherited it

O The founder has generated it him/herself

4.13 Is the founder still alive 21 YesO No

If the answer to question 4.12 is Yes

4.14 s the founder still actively involved in the fouattbn ?0 Yes No
4.15 At the time the foundation was established, didfthumder have prior

experience in the activity domain of the foundatform YesO No
4.16 What is the highest level of education the fourttes enjoyed fone
single answer)

O Primary school / High O Post-university-level
School (PhD, ...)
O Higher education, non- O Don't know

university level
O University-level
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4.17 Did the founder assume a professional activityrduhis/her life 23 Yes

O No
If the answer to question 4.16 is Yes
4.18 Does the founder assume / has the founder assumedautive-level
role ?
O YesO No
4.19 Does the founder practice / has the founder pesttisliberal profession ?
O YesO No
4.20 Has the founder created his/her own business / anynp
O YesO No

4.21 In what field(s) has the founder developed hisfivefessional
experience Pmultiple answers possible)

4.22

O o Audit, on -
Agriculture, management, marketing -
environment banking, advertising,
o Chemics, insurance informatics,
pharmaceutic o Commerce, internet and
als distribution telecom
o Army, o Education o Health
security o Law, o Social
o Arts, justice o Research
design, o Press, o Other,
culture, journalism, please
handcraft, translation / specify :......
audio-visual, interpretaton ...
events i

Communicati

In what type of organisation did the founder acegjtiis/hemain

professional experience(@ne single answer)

O Private sector (for-profit) O Public sector

O Non-for-profit private sector
4.23  Which of the following best describes the foundeeligious or spiritual
convictions qone single answer)

O The founder is/was religious O Other, please specify :

O The founder is/was atheist or
agnostic O Prefer not to answer
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If the answer to question 4.22 is « The leader isA8 religious »
4.24 What is / was the founder’s confessiofofle single answer)

O Catholic 0 Jew O Prefer not to
O Protestant O Other, please answer
O Muslim specify :.........

4.25 Has the founder attended philanthropic conferencgdhilanthropic

happenings (in the broad sense) during the pastdizhs 20 YesO No
4.26 Is/was the founder an active member in other nospfofit

organisations 71 YesO No
If the answer to question 4.1 is « multiple individals, without family links »,
« multiple individuals from the same family » or a« non-for-profit
organisation »
4.27 How many of the founders ...

... are female ?
... were less than 40 years old at the time of thabéshment of
the foundation ?

. were between 40 and 65 years old at the time hef| t
establishment of the foundation ?
... were over 65 years old at the time of the esthbient of the
foundation?

... are still alive today ?

... are still active in the foundation today ?

... had prior experience in the foundation’s fieldaativity, at the
time of its establishment ?

4.28 Is one particular individual among the foundersdlear «leader» who is

at the origin of the initiative ?
O YesO No
If the answer to question 4.1. is « multiple indivduals from the same family»
4.29 As of today, are there family members (outsideheffounders) who are
involved in other foundationst? YesO No
4.30 Are / were other family members (i.e., other tHaa founders) active in
philanthropy 23 YesO No

If the answer to question 4.1 is « a company »
4.31 In what year was the company established ?
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4.32 s it a family-owned company (i.e., majority pafttioe capital is held by

members of the same familyy?YesO No

4.33 Does the name of the foundation refer to the faumdompany’s name
explicitly ?

O YesO No

4.34 Did the company deploy charitable or similar ati&g prior to the
creation of the foundation ?

O YesO No

4.35 Does the objective of the foundation link in witietactivity field of the
foundation ?

O YesO No

4.36 What are the resources that the company puts aigpesal of the
foundation {multiple answers possible)

O Financial resources
O Assuming (part of) the salary cost of employeetheffoundation
O Free-of-charge expertise of employees of the cogpan

O Free-of-charge work time of the employees of thmmany (volunteering
through the company)

O Other, please

4.37 Within the company, is there a clear « leader » igtad the origin of the

creation of the foundatior? Yes No
If the answer to question 4.27 is Yes, If the answ# question 4.36 is Yes
4.38 s this ‘leaderc male ord female ?
4.39 How old was this « leader» at the time the fourmtetvas created ?
O Less than 40 O Between 41 O Older than 65
years old and 65 years old years

4.40 Is this «leader» still alive? YesO No

If the answer to question 4.39 is Yes
4.41 s this « leader » still actively involved in theuhdation ?

O YesO No
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If the answer to question 4.27 is « Yes », If thenawer to question 4.36 is
«Yes »
4.42 At the time the foundation was established, did teader» have prior

experience in the activity domain of the foundationYes No
4.43 What is the highest level of education this «leades enjoyed ?
(one single answer)

O Primary school / High O Post-university-level
School (PhD, ...)

O Higher education, non- O Don't know
university level

O University-level
4.44  Did this «leader» assume a professional activityngLhis/her life 10

YesO No

If the answer to question 4.43 is Yes

4.45 Does the «leader» assume / has the «leader» absumexecutive-level
role?d YesO No

4.46 Does the «leader» practice / has the «leader»igedda liberal profession
?0 YesO No

4.47 Has this « leader » created his/her own businessipany ?

4.48 In what field(s) has the «leader» developed higfhefessional
experience Pmultiple answers possible)

] banking, internet and
Agriculture, insurance telecom
environment o Commerce, o Health
o Chemics, distribution o Social
pharmaceutic o Education o Research
als o Law, o Other,
o Army, justice please
security o Press, specify :......
o Arts, journalism, ...
design, translation /
culture, interpretation
handcraft, O
audio-visual, Communicati
events on -
o Audit, marketing -
management, advertising,

informatics,
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4.49 In what type of organisation did the « leader »uatgghis/her main
professional experience(@ne single answer)

O Private sector (for-profit)

O Non-for-profit private sector

O Public sectorWhich of the following best describies « leader’s »
religious or spiritual convictionne single answer)

O The « leader » is/was religious

O The « leader » is/was atheist or agnostic

O Other, please specCify : .......cooevvviiiinnnnnn.

O Prefer not to answer

If the answer to question 4.49 is « this leader wasligious»
4.50 Whatis/was the «leader’s » confessidorie single answer)

O Catholic

O Protestant
O Muslim

O Jew

O Prefer not to answer

451 Has this « leader » participated in conferencessents with a
philanthropic theme during the past 12 months ?

O YesO No

452 Is/was the « leader » an active member in otherfaleprofit
organisations ?

O YesO No

5. FINANCIAL PROFILE OF THE FOUNDATION

5.1 What was the foundation’s balance sheet total &4 @ecember 2013 ?

O Less than 25.000 Euro
O Between 25.000 and 50.000 Euro
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O Between 50.000 and 100.000 Euro

O Between 100.000 and 1.000.000 Euro

O Between 1.000.000 and 3.125.000 Euro
O Between 3.125.000 and 20.000.000 Euro

O More than 20.000.000 Euro

5.2 What was the total amount of equity as of 31 Dea@mb
2013 2.

5.3 What was the initial equity amount, at the momédrthe creation of the
foundation ? ...

5.4 How does the foundation finance the projects itates or supports ?
(multiple answers possible)
O The foundation uses its available financial resesrr
O The foundation uses the proceeds of its finameiestments

O Other, please

If the replier has selected multiple options for gestion 5.4
5.5 What is the main financial resource used ?

5.6 What was the breakdown of the foundation’s opeggaticome, over the past
3 years ?

Percentage
Gifts
Legacies
Public subsidies
Fundraising (sales, organisation of events, ...)
Total of operating revenue 100%

5.7 Does the foundation use professional « fundraisérs
O YesO No

6. GOVERNANCE

6.0 How many members does the Board of Directorge Ra....................
persons
6.1 How many of the members of the Board of Directoes.a

| ... less than 40 years old ? |
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... between 40 and 65 years old ?
... more than 65 years old ?
Total number of Board members | ......

6.2 Is the CEO / General Manager invited to the Bodfdicectors 20 YesO
No
6.3 How many of the members of the Board of Directors ...
... are female ?
... have a parental link with (one of) the foundefs)
have specific expertise in the operating field toke
foundation ?
... have expertise in a specific management fielda¢fce,
fiscal, legal, accounting, ...) ?
6.4 Is (or was) a member of the King Baudouin foundatepresented in the

Board of Directors of the foundation”? YesOONo

6.5 How many times has the Board of Directors gathdrethg the past 12

months ?......... Did the Board of Directors actnekervene in one or more of
the following activities during the past 12 months
... day-to-day management of the foundation ? 0O YesrOl No
... direct selection of the projects ? O YesO No

... monitoring / evaluation of the social & econorp&rformance | o Yes No
of the foundation ?

... definition of the strategy of the foundation? 0O YesrOl No

... search for additional resources (subsidies, aotgy requests | o Yes No
for project proposals, ...) ?

6.6 During the past 12 months, what was the averageeptge of the members
of the Board who were physically present at Boaegtings ?
o Less than 25%m Between 25% and 50% Between 51% and 75% Over

75%
6.7 Are there additional governance bodies, whose mesvdre a subset of the
Board of Directors 21 YesO No
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6.8 Is there a governance body within the foundatidghdiothan Board of
Directors) that is specifically tasked with ...

... the strategy definition of the foundation ? O Yes O
No

... the selection of different projects and/or theestment o ves 0O
choices ? No

. monitoring of the work of the foundation, in tesmof | 5 yes O
management of conflicts of interest, adherenceol@ips | o

& procedures, ... ?

. expertise in the activity field of the foundati¢expert| 5 yes O
groups, scientific groups, ...) ? No

the financial and accounting management of |[the yes 0O
foundation ? No

6.9 Apart from the Board of Directors and possible #iddal bodies, does the

foundation rely on external experts (e.g., consista...) ?0 Yes O No
6.10 Does the foundation rely on King Baudouin foundafior advice related

to philanthropy ?0 YesONo

6.11 Apart from the legal statutes,is there a document / policy that describes

6.12

... the wishes of the founder(s) ? o Yeso No
... the strategy of the foundation? o Yeso No
... the policies & procedures to adhere to regarditigcs| o Yeso No
& avoidance of conflicts of interest ?
... the contracts / agreements made by the foundatittm| o Yeso No
individuals or organisations it supports ?
... the activities of the foundation (e.g., regulatiaty | o Yeso No
report) ?

the financial status of the (beyond normal legalYeso No

obligations) ?

Does / did the foundation use tools provided bykthng Baudouin
foundation (governance, requests for proposals? C.)YesCONo
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7. FUTURE CHALLENGES

7.1 Could the mission of the foundation (objectivestivdty field, types of
beneficiaries, types of support mechanisms it gew; ...) evolve as a result
of ...

... the disappearance of the founder (if he/shepisyaical o Yeso

person) No

... a change in fiscal or legal environment o Yeso
No

... the identification of a new social need o Yeso
No

... a new occupation by the founder or a leading mexrobthe | o Yeso

foundation No

... an exhaustion of the resources of the foundation o Yeso
No

... a disengagement of the public authorities in seom o Yeso

financing No

7.2 What are théhree main challengedhe foundation faces ?
O Stabilise and renew the foundation’s resources

O Renewal of members of the Board of Directors

O Mobilisation of volunteers

O Co-operation with governmental agencies / publibauwties

0O Co-operation with other foundations

O Evaluation of the supported projects / programmes

0O Ensure visibility and understanding of the ohjexg of the foundation

O Understanding of (the evolution of) relevant nasidhEuropean legislation
(including but not limited to fiscal consideratigns

0O Other, please

7.3 Would you like to add any further relevant inforioaton your
foundation ?........ccccceeiiiiininnnnn.

7.4 1f you wish, here you can provide the e-mail ortpbaddress on which you
prefer to obtain the results of the research pt@esurvey :






APPENDIX 3: SAMPLE REPRESENTATIVENESS - CLUSTERING

Four variables are used to test the representatigeaf the sample of 110 FFs
used for clustering: the legal status, the regibresiablishment, the year of
creation and the existence of paid staff. Herelng tetailed tables of the
distribution of the sample and the population amvigded as well as the results of
the tests performed in R.

Legal status

PF PBF Total

Population 620 502 1122
55% 45%

Sample 39 71 110
35% 65%

> binom.test (39,n=110,p=0.55)
Exact binomial test

data: 39 and 110

number of successes = 39, number of trials = Jht@alue = 4.701e-05
alternative hypothesis: true probability of succeseot equal to 0.55
95 percent confidence interval:

0.2656735 0.4514637

sample estimates:

probability of success

0,3545455

Region of establishment

Brussels Flanders Wallonia Total
. 481 378 263 1122
Population
43% 34% 23%
Sample 49 28 33 110
45% 25% 30%
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> multinomial.test(c(49,28,33),c(0.43,0.34,0.23))
Exact Multinomial Test, distance measure: p

Events pObs p.value
6216 7e-040.0867

Year of creation

1922- 1975 1976-2002 2003-2014 Total
. 88 183 851 1122
Population
8% 16% 76%
Sample 11 27 72 110
10% 25% 65%

>multinomial.test(c(11,27,72),c(0.08,0.16,0.76))

Exact Multinomial Test, distance measure: p

Events

6216 4e-04 0.0281

Existence of paid staff

pObs p.value

No Yes Total
. 984 138 1122
Population
88% 12%
88 22 110
Sample
80% 20%

Exact binomial test

data: 22 and 110
number of successes = 22, number of trials = Jt@lue = 0.01751
alternative hypothesis: true probability of succeseot equal to 0.12
95 percent confidence interval:
0.1297885 0.2869951
sample estimates:
probability of success
0,2

268



APPENDIX 4: CLUSTERS IDENTITY CARD

Region of establishment 1 2 3
Brussels 47% 40% 46%
Flanders 20% 20% 42%
Wallonia 33% 40% 12%
Legal status 1 2 3
PF 35% 34% 38%
PBF 65% 66% 62%
Year of creation 1 2 3
Before 1975 12% 6% 12%
1976-2002 31% 23% 15%
2003-2014 57% 71% 73%
Paid staff 1 2 3
No 81% 71% 63%
Yes 19% 29% 38%
Volunteers 1 2 3
No 67% 60% 40%
Yes 33% 40% 60%
Type of founder 1 2 3
Individuals 71% 66% 85%
Public authorities 6% 0% 4%
Commercial company 4% 9% 0%
Non-profit organization 18% 26% 8%
Testament 1 2 3
No 77% 90% 96%
Yes 23% 10% 4%
Total assets 1 2 3
<100.000 33% 26% 54%
[100.000;3.125 m] 56% 35% 25%
[3.125 m;20 m] 11% 19% 13%
>20m 0% 19% 8%
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Equity

1

2

3

Average amount of equity

1.119.894,97 11.037.210,65 1.892.331,70

Average initial endowment 514.697,18 5.621.856,89 155.104,47
Financing through 1 2 3
Available financial

resources 71% 57% 50%
Proceeds of investment 39% 40% 23%
Network 1 2 3
No 81% 54% 64%
Yes 19% 46% 36%
Type of foundations 1 2 3
Financing only 37% 34% 38%
Mixed 63% 66% 62%
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APPENDIX 5: SAMPLE REPRESENTATIVENESS - REGRESSION
ANALYSIS

Four variables are used to test the representatigeaf the sample of 101 FFs
used for regression analysis: the legal statusiethien of establishment, the year
of creation and the existence of paid staff. Herahg detailed tables of the

distribution of the sample and the population amvigded as well as the results of
the tests performed in R.

Legal status

PF PBF Total
. 620 502 1122
Population
55% 45%
40 61 101
Sample
40% 60%

Exact binomial test

data: 40 and 101

number of successes = 40, number of trials = f8Blue = 0.002522
alternative hypothesis: true probability of sucdssot equal to 0.55
95 percent confidence interval:

0.3000870 0.4982559

sample estimates:

probability of success

0,3960396
Region of establishment
Brussels Flanders Wallonia Total
. 481 378 263 1122
Population
43% 34% 23%
38 31 32 101
Sample
38% 31% 32%
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>multinomial.test(c(38,31,32),c(0.43,0.34,0.23))
Exact Multinomial Test, distance measure: p

Events pObs p.value
5253 0.0011 0.1268

Year of creation

1922- 1975 1976-2002 2003-2014| Total
. 88 183 851 1122
Population
8% 16% 76%
10 22 69 101
Sample
10% 22% 68%

>multinomial.test(c(10,22,69),c(0.08,0.16,0.76))
Exact Multinomial Test, distance measure: p
Events pObs p.value
5253 0.0027 0.1671

Existence of paid staff

No Yes Total
. 984 138 1122
Population
88% 12%
82 19 101
Sample
81% 19%

> binom.test (19,n=101,p=0.12)

data: 19 and 101

number of successes = 19, number of trials = JBdalue = 0.04494
alternative hypothesis: true probability of succeseot equal to 0.12
95 percent confidence interval:

0.1172276 0.2780779

sample estimates:

probability of success
0,1881188
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APPENDIX 6: REGRESSION ANALYSIS RESULTS (AIC

PROCEDURE)

Results of the logit regression for the strategieler Degree of diversification

Step 1 Step 2
Dependent variable: DD Model1 Model2 Model 3 Model 4
Region X X
v(a:t(r)igg:)els Creation X X
Paid staff X X X X
Age X X
Gender X X
Ind. Education X X X X
variables Professional
background X X
Belief X
Database size 54 78 78 89
AIC procedure DD~1 [DD ~ Paid staff + Education |
) o Model 3 Model 4
Degree of diversification- o o
Niche Estimate p- Significance Estimate p-  Significance
value level value level
(Intercept) -0.083 0.85 0.19 0.65
0.01
Paid staff [Yes] -1.388  0.02 * -1.276 9 *
Education [Univ/Post
graduated] 0.96 0.08 0.748 0.14
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Results of the logit regression for the strategicelver Provision of additional
non-financial support
Step 1 Step2 Stepl Step?2

Dependent variable: Mode Model Model
ANES Model 1 |2 3 Model 4 5
[ X X
Control Eegl(t)'n X X X X X
variables rga lon
Paid staff X X
Age X X
Independe Gender X X
nt Education X X X X X
variables prof. pack. X X
Belief X
Data size 54 54 86 74 74
AIC ANFS ~ Creation ANFS ~ Creation
procedure + Prof. Back + Prof. back.

. i . Model 3 Model 5
Additional non-financial suppor| — N
Yes Estimate P Significance Estimate P~ Significance
value level value level

Intercept -0.915 0.127 -0.607 0.334

Creation (after 2003) 1.893 0.003 i 1.555 0.0216 *
Creation (before 1976) -1.050 0.394 -1.692 0.991

Prof. back. (private not-for-

profit) -1.069 0.068 . -1.369 0.0292 *

Prof. back. (public) 0.050 0.079 -0.112 0.8784
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Results of the logit regression for the strategieler Financing tools

Step Step
Step 1 2 Step 1 2
Model Mode Mode
. Model 1 Model 4
Dependent variable: FT od 2 I3 od 5
Region X X
Control .
variables Creation X X
Paid staff X X
Age X X
Independ Gender X X
ent Education X X
variables Prof. Back. X X
Belief X X X X
Data size 54 54 70 78 101
AIC
procedure FT ~Belief FT ~ Region
_ ) Model 2 Model 3
Financing tools- Sianif Sianif
Mixed Estimate p-value |g?e|\|/(;?nce Estimate  p-value |g?e|\|/(;?nce
Intercept -1.674 0.007 *x -12.238 0.0162 *
Belief [religious] 1.023 0.15 0.53 0.37
) ) Model 4 Model 5
Financing tools- Sianif Sianif
Mixed Estimate p-value |g?e|\|l(;?nce Estimate  p-value |g?e|\|l(;?nce
Intercept -1.791 0.000908 rohk 1.321 0.000895 *kk
Region (Flanders)| 0.904 0.197 0.5798 0.294
Region (Wallonia) | 1.637 0.014 * 0.9423 0.079
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Results of the logit regression for the strategieler Impact requirements

Step 1 Step 2 Step 1
Model1 Model2 Model 3 Model 4
Region X X
Control c g i X X
variables rga lon
Paid staff X X
Age X X X X
ind dent Gender X X
ndependen .
variables Education X X
Prof. Back. X X
Belief X
Data size 54 54 100 78
AIC procedure |IR ~ Age IR ~ Age
Model 2 Model 3 Model 4
Impact
requirement{ Est. P~ Sign.level| Est. P°  Sign.level| Est. P*  Sign.level
Yes value value value
0.40 0.002 0.025
Intercept 5 0.276 -0.92 3 *x -0.72 2 *
2.01 0.015
Age (<40) 4 0.08 2.72 3 * 2.52 0.025 *
0.939
Age (>65) [0.04 3 0.082 0.85 -0.018 0.97
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