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Summary

Philanthropy resides at a chaotic crossroads between

science, art, and moral intuition . Navigating this

% intersection requires creativetgd a unique mode of decision

® making Hanging in the balance, of course, is the ability to do good
B in the world. By stepping baakd taking a moment to think
LS about how to achieve the highest possible impact, philanthropy
can do good todagndlearn howo do better tomorrow.

This paper is part of Nehadirpeomedet t Foundati onc
effort toincrease thenpactof its grantmaking |
Over the last year, several programs at tq
Foundation have worked wittRedstone
Strategy Groupo implement a new decision
making process called outceiomused

mproved expected return technigques were
fistrumental in this implementation of OFG.
Structured individual and groupterviews

enabled the Program to gather information

: X from experts more effectively prior to
grantraking (OFG). This stepystepprocess estimating expected returns. Improved

(described more fully in Appendix takes evaluation of policy options, and a more

program  officers  from  planning to.sophisticated optimization model for selecting

implementation to evaluation, and back agai olicy and other investments both tcbated
and provides a guider identifying the highest rtﬁo ay highreturn grantmaking portfolio. In

impact portfolio of grants. addition, the Program was able to use a final set
This pape#® the third in a series documentingof checks and balances to manage
the OFG experienced anperfétioms|irethet ERsanatysiso gnally,nse
hasthreechapters thatliscuss where OFG has first fully outcomdocused budget developed at
been so far, recent innovations that havéhe Foundation ensures tH@FG planning is
improved the procesand where it will need to followed through in implementation.

go in the future. 3. OFG and the future of philanthropy

1. Trial and erroron the road to OFG OFG is far from set in storéeon the contrary

OFG is about ensuring maximum possiblet has much growing and changing to do. In
impact for philanthropic investmefith at & srdemato continue to improve the impact of

tall order when it involves some of the mosphilanthropic efforts, OFG willeed to evolve
intractable social and environmental problemand overcome challenges presented by a lack of

in the world, but the Hewlett Foundation data, complex modeling requiremerasd
believes that itds wadardtolguantify evalue fjddgments. If Tithcano u g h
pioneering efforts of the Global Developmenttackle these roadblocks, OFG will drive better
Population, and Environment programs, it haghilanthropic outcomes and a more effective
developed a rigorous process for choosing threlationship betwadoundations and grantees.

best investments.



1. Trial and error on the road to OFG

OFG is about ensuring maximum possible impact for

philanthropic investment . That 6 s aheniaihvblve r d e r
some of the most intractable social and envinutah@oblems in

the world, butthéide wl et t Foundation belie
effort. Through the pioneering effortstioé Global Development,
Population, and Environment programs has developed a
rigorous process for choosing the best invessment

It s common sense to trwv to oet the hect valu
foryourmoney no matter wh (Figurel

For philanthropy, that means finding well | The OFG process

targeted and cesffective solutions to some of

the taighest problems on eh planet. The Foundation’s Work The e o
Unfortunately, dentifying optimal ways to
protect rare Western ecosystems or enhan
reproductive rights fampoverished women is
a lotharder thanh®pping for groceries.

Achieve
outcomes

Defineagoal Grantand
and builda intervene
strategy effectively

trial and error towd an ambitious goal, the | ofprogram
Hewlett Foundation is working to develop a
system of outcomefocused grantmaking
(OFG) to ensure that its resources achieve thghilanthropy worth its salt is thinking about
greatest possible impgEtgure 1with a more these issues on some level when making
detailedexplanatiorin Appendix L. OFG was grantmakingdecisions. However, there are
first piloted by Hewbeyaral Baor @lvaptages to B eystematicpliyne n t
Program in 2007, andvas successively outcomefocusedapproach like the one being
improved byapplication withithe Populatio  developed by Hewlett. &Hollowing are some
Program.These early experiencegh OFG  of the benefits that have been realized by the

are documented in two prior papedviaking three programswithin the Foundatiorthat

Every Dollar Cowmd Making atmpactBoth  have implementedFG.

papers areeviewed later in this chaptand
summary excerpts are inclugedppendix 2

But thatds no excuse — . -
Justify choice ‘ ‘

A more costeffective grant portfolio. This is
the crux of OFG. By systematically and
Now, this third paper inthe series documenit  consistentlgstimatinghe coseffectiveness of
the successes achieved and challenges face@dddh potential investmenprograms using
the Western conservation component of the@FG are able to maximize the impact of their
Environment Progm as it applied OFG gyerallgrantmakingortfolios. OFG involves a
during its strategic planning process in 2008. rigorous analysis that helps progrataff
Why we do OFG compare seemingly disparate investments on
the same scale and kmdradeoffs between
OFG is a wy of thinking about philanthropic them. This goes well beyond what can be
decisionghat encouragesareful introspection achieved through casgcase or atioc impact
about goals and impacObviously, any assessment.
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Clarity about goals and valuesWhat goes Developmenand the Populatiorrggrans and
unsaid within a program or foundation is ofterdocumented in two earlier papeeved the
especiallyopaque forgrantees and partners way foranimproved OFG process.

trying to understand from the outside.
Reflectingon 8 and explicitly stating goals
and values througBFG improves clarity and
communication both internally and externall
Internally, clear definition of goals provides
common languageith which to undestand

Global Development. The first program in
the door was Global Development, which is
committed to the broad goal of improving the
Yiives of those in poverty around the worltk
Fask of choosing the best from among potential

oints of aareement and disagreement ai vestments adiverseas promoting equitable
P 9 9 , af adbuilding in east Africa, providing tutoring

leads to better targeted (and consequently MY children in India, and supporting freedom

effective) spending. Externally, helping grantees. I L
’ nformation in M .extremel lex.
understand the founda?tlloor?tbos' vef(l%mle)c()tﬁ egfop%e\/)\(,s t he

to focus on relevant issues and strategies, ahbie Programaddressethese tough tradeoffs

to provide mae constructive information and by implementing an early versionegpected

feedback to inform futuregrantmaking return ER) analysighat compeed potential

decisions. investments based on theosts and benefits
adjusted for relative likelihood of success.
These techniques subsequently becammeof
several steps @FG and aredescribedn the

¢ paper ?ntitl dViakingEvery Dollar Couarid
suriniafized'in Appendix 2 of this paper.

Transparert assumptions The decisions
facing philanthropies are complex, paedect
understanding is still beyoadr reach.When
good faith decisiemakingca n 6 t  wthe
science is perfecOFG makes assumptions
transparent and open to adjustment. Thighe basic methodused to calculatea

approach not only leaves room forcomparable expected return on investment for
improvement as knowledge expands, it actuafijverse grantsicludedmeasuring the expected
encourages the development of bettebenef it 0i n estimatiegthe e c t w
information and analysis by highlightindike"hood of success, aidéntifyirg the cost.

specific gestions and uncertainties. The key successes of this early ER analysis were
Metrics and targets for robust M&E . the development of holistic poverty measures
Effective monitoring and evaluation requirefiS program outcomes rigorous discussion
foresight, both to know what information will about geographic scope, and preliminary
be needed down the road and to makénodeing of complex soci@conomic
arrangements to collectbiefore it is needed outcomesThe biggest single allenge fothe
Defining practical metrics that are both relevarftrogramwas to choose outcomes that balanced
to the foundati onds dheaulsfacetad dreakiye of spaverty bagagnsti n  t
real world is a crucial step in this processneasurabilityBeginning with the example set
Collecting data tageime, but defining the by existing poverty measures developed by
terms in which to measure success has @ganizations such as the United Nations
happen now. In the longm, this information Development Programnaéd the World Bank,

will lead to more sophisticatggantmaking the Program decided to focus on wedlbeing
based on relevant, comparable measureme@sd number of people in the world living on

of success and failure in the field. less than $2 per day, as the best measurable

roxy for global poverty.
Early efforts Proy _g P : :
The choice of a geographic scope was also

Two programs at the Hewlett Foundationgifficult. The Program consided working in

implemented early, partirsions of OFG. any ofthe 95 countries with significant poor
The lessons earned by the Global



populations but felt that it would achieve focusits wak in SubSaharan Africa, th¢.S.,

greater impact if it focused resources morand the San Francisco Bay Afeapulation
narrowly By looking at @nomic and avall  then built a logic mod#iat maps oupotential

need, political stability, and positive strategies for achievingh e Pr gogls a md s
implementation conditigin each country, the through six activity clusters

Programnarrowedthe poolto 16 countries . o yqition of ta logic model explicitly

where it felt it could make the most positive,  yhe causal connections between grants and
difference The selected countries still

outcomes and helped the Progr, develop,a
E.”r.' compa SI sed 40 perc e&)%monéslgnguggaB if wh?c’i[hotéggi;%u%ssimpgct. 9
ffiion poor people. This led to challenginmternal discussions

After defining the goal and choositagget abouthow toevaluate goals aadhievements,
countries, the task remained to identify th&hich in turn illuminatedmportanttradeoffs
specific investments with the highest BRe ~ Within the grantmakingportfolio that night
challenge was thathe impact of most otherwisehave been implicit or overlooked.
interventions on saeeconomic outcomes is Program staff asked themselves tough
not well understood, even by experts in theduestions about both values and analytical
field. How much will improvedamsportation ~&PProachShould grantplace precedence on
networks raise the income of rural farmer€€n births or teen pregnancies? How can
bringing their goods to bigger markets? WilfnProvements in reproductive rights actually be
paying teachers higher salaries raise litergtyantified without losing important nuance?
rates? If so, how many newly literate people wilow shouldthe Prograntonsider the tradeoff

in turn escape poverty? These interventions #P§tween grants with differengeographic
almost ceainly positive, but quantifying exactlydistributions of bene§e

how positive is difficult. In the end, practicalThis incrased clarity about impact facilitated
assumptions based on the best availablgstter communication with grantees, who

information provided working estimatesof ERuynder st and t he Programds
which the Programasimprovel over time helpedensure that fuding is being directed

toward agreedpon goals.It also provided a

Population. The next program at Hewtlldo | cqline f hich to devel itor d
pick up theorch was Population. Realizing that aseiine Irom WhCh = develop monttoring an

evaluation in cooperation with grantees.
ER only accounted for one aspect thé
desired outcomfacusedgrantmakingrocess, Although the application of OFG by the
the Program developedhagerset ofsteps that Global Development and Population Program
subsequently formed the corethaf consistent  were successful overall and produced a great
foundationwide OFG processhat is outlined deal of learning abotihe process, both ran
in Appendix 1This evolution of the first full into roadblocks. Given the complexity of the
incarnation of OFG ifully documented in the issues involved, it wagen difficult to model

papercalledVlaking An Impaend summarized investments in away that led to fully
in Appendix 2 of this paperbut some comparabl@nd credibl&R estimatedn part

highlights are described below. as a result, establishing metrics and targets for

The PopulationProgrambegan \th the same evaliating progress was challenging.

goalsetting steps as Global Developm&he As a result of the hard work by the Global
resulting goal was ot stabilize global Development and Population Programs, and
populations in ways that promote social anéhelessonfrom encountering these challenges
economic  wellbeing and sustain théhe Environment Program was able to continue
environment, and to enhance and protecto improve theOFG processas described
reproductive health andghts. It chose to furtherin this paper.
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Moving forward with Western its impact per dollar spent by carefully
conservation estimating the value of each strategy

H bui o choosing aoptimal portfolio.
The Envi P [ [ . . o
e Environment Prograguilt on these prior The following sections highlight the key

efforts when it set out t@fine its investments b fit de for fut cati ¢
in conservation in the North American West2ENENLS andessons lor iuturapplications o

Centuries of extraction, hard use, and aQFG’ and the next chapter .Wi" discuss new
exponentially @anding "human poioulation iIdeas and methods of analysis that came out of

have taken a harsh toll on the West. Howeve h e Pr ogrrarmmips damsfo" the
the Environment Program believes thatahalws a_d resultsassoplated with Western
through careful and conscientious stewardshifOnServatiorsee Appendis.

the West can continue to provide the naturaifhe benefits to Western
cultural, and economic amenities at the heart of; oo /ation

Wesern life for many generations to come.
The implementation dull OFG in Western

The Environment Programenvisions an .,,qeratiorresulted in improvements to the
ecologically vibrant West where the IandscapeF;s

) - X 0 K i
unspoiled and people and wildlife thrive. h e Mczsto %Lo?tglto S theg L’rigrr]aisc:n ah ' g ang

. . ly, ught_to
wesg as ‘defined by thg g GERIA bl Bl spentoy chrbi © S
RO g E/lupnlt 'no t etheasl,:e _f_e g te estimating the value of each strategy. The
. Olcg( OllIJ ans to ¢ ?h aﬁ' Ic coas ’t a rogram alsancreasedlarity about its goals,
Includes ‘afl or part of the WeSHIDS nd as a result has begun to develop a set of
states of the continental US as well as Alasg?actical metrics and targéfat it can use to
and b_thrtgze Cl?cvadl?n' q prov&nceltslsgg ad track its success. Finally, the Program is now
combination ot VVestwide and - plac®ase able to more effectively communicate its goals

WOI’.k, combined with Investments build and priorities to grantees and others outside the
lasting support for conservation, the Progra oundation

will work to ensure the ecological integrity o

Western ecosystems and species. Improved impact per dollar spentd The
Program has been ableusethe result®f the

Through its strategic planning process, t.hER analysig shaping itportfolio of grants to
Program wanted to select a course of aCt'Oﬁ'ursuet h e Foundsinizcogts goal

Lha.‘lt d_woqld furtrﬁere_cologtical di!eg:it% Wht"e ¢ effectiveway.As described in the next chapter
uiiding ih mechanisms 1o adjust the Strategy; ;g paper, alculations based on a

based on lessons learned along the Wsayg combination of environmentdata and expert

OF?’ th? Proglram \lNa.S tab'?t to.balz\i/\rllcet thl‘?‘lterviews wererefined by programstaff
goals to eco odg|ca integri yd In ester udgment taetworking estimates of ER across
ecosystéms and Species and respec H{any potential investments. This success was

sus;[ﬁmatf)fle thurrf1ar|1. ustes, r\]/vhdeplngdabn .Ejye aided by the large amounf available data
on the efrects of climate changeé and bUlEINg o 5:aq to \Wstern conservation. For instance,

lasting, broad base of support for conservaﬂonpublicly available GIS data allowed inexpensive,

This was the first application of OFG to acarate modeling of ecosystems and eensyst
environmental work, and the first full threats across the westei® &hd Canada.

application  of the_ planning steps N anyny course, the environmental situation in the
program.The resultindessons promise to be West will change, and new information will

importantboth for environmentgphilanthropy become available over time. For these reasons,

fand f(:r fL:ltur?rJ]se(F))f OFG inh;zlerdfigldsMos(tj the Program ensured that@BG assumptions
importantly, the Frogram cadymprove are completely transparent. The reasoning



behind t he Pirisarpanatdé s and tohesiveasgwell as inspiring. The logic
perfectly clear, so assumptions can be updatstwdel and meit's also improve
over time. communication by laying out assumptions
about the causal path that leads to ecological
\A'ptegrity in the West. When these assumptions
are made explicit, itasopered the way for

&y ductive discussion, disagreement, and
evisions with graees, funding partners, and
oundation leaders.

Clarity about Program goald Before going
through the OFG process, the Program kne
that it was impdant to invest in a variety of
conservation strategies and to balance the ne
of the environment with human activities and
changing climate. It was difficult, however, t
know how to make traddfs between these Budget and funding plan linked to
issues. By fleshing out the idea afioggcal measurable outcomes over timed The
integrity, and the measurable contribution oProgram is alsopiloting an innovative
different strategies toward it, the Progiam budgeting approach that ties funding to specific
now creatin@ portfolio that balances strategiesoutcomesThis allowghe Program to track the
in a complementary way. cost effectiveness of each investment and

-~ _ facilitaes any necessary reallocation of funds
Specific metrics and targets for robust petween strategieBhe funding plaris alsoa
M&E & The development of specific, ongrun road map for closirtge gap between
quarnitative metrics and target®s helped  Foundationresources and total funding need,
prioritize activities,and allocatios of funds  \ynich cangui de the Programds
between strategiesEstimating impact for  pypjic policy and coordination with other
diverse strategies in common unitdamfclear private funders.
when there areseveralways to accomplish
S 0ome of t he ,Pand thusa md s gé‘als*
investmentsouldbe rebalanckas necessaxy Building on the work done by the Global

achieve maximum total impaQver time, i peyelopment and Population programs, the
one goalis ahead of target, as measured bgnyironment Program has advanced OFG
tracking metrics, funds and attention can bfhrough is recent strategic planning. hias

shifted to other components that may bénade particular strides in improving expected
lagging behind. return analysis and building an outcome

Improved ability to explain goals and focused budget, as well as pushing forward the
progress to external audiencesd By development of quantitative and practical
thoughtfully and explicitly defining its vision ofmetrics and targets. The next chapter will
success, the Prograhas beenable to describe some of the particular innovations that

communicate a story aboutitsrkthat is clear made these improvements possible.
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2. New and improved expected return techniques

Improved expected return technigues  were

£ instrumental in this implementation of OFG . Structured

Bl individual and groumterviews enabled the Program to gather

= B information from experts more effectivglyor to estimating
sl o pected returnsmprovedevaluation of policy options, and a

more sophisticated optimization model for selecting oidtyother investments

both contributed to a higieturn grantmaking portfolitn addition the Program

was able to use a final set of checks and balances to manage imperfections in the ER
analysiskinally the first fully outcomécused budget develapat the Foundation

ensures that OFG planning is followed through in implementation.

Although many improvemenits OFG resulted The solution was a muitund Delphi

fomt he Envirtonment Pr gl otess Ak fisrbuficfue 2
ew ihnovations stood out. IS chap erspecific experts completed-diepth surveys
hlghllghtsnew and |mproved' expted return asking them to evaluate the bendilslihood
techniques that were particulabgneficial of SUCCess and cost of .specific stratfgies. For

Each 1is speci fi c to tdhce, Jxﬁ’elqsro%rgipa?nd 8a‘§"?§ uds werd S ©
ways, but also contains tools and ideas thatvxg ked to evaluate policies such ascaobon
be useful to many different philanthropicfueI

perspectives standards, renewable portfolio standards

for electricity providers, and stricter extraction
Delphi interview process regulabns. In the second round of the process,
a different group of expertswith experiene
. , relevant to the entire region, met distussed
expected return (ER) calculatiémsn outside  he reguits of the interviews, and ranked

experts in an dibc way.To formalizeand  gyrategies according to both the results and
improve the use of expert advice, the Progra qir own knowledge and judgment.

created a modifie@elphi interview process

using structured individual and groupln the end, there was broad agreement between

interviews the data gathered by Redstone, the results of
the issuespecificinterviews, and the judgment

T | APEID Y of the regional expertsin a few areas,
provide individual input which is discusze@ important revisions were madas the

group. Then, each expertaSWersjuestions interviews progressed For  instance, a
based on the discussion. However, the Prograf nsensus emerggbgat work on fuel standards
faced aroadbock in implementing a standard 4, energy efficienshouldbe ranked lower

Delphi process: few people have both deegapn jnitially planneds not because these
issuespecific knowledge andinderstandthe trategies arendt import a

full range otonsiderations in h.elz Fo un ﬁleiédy H&OGF the national climate change
large study area. Therefore, askBupspecific  5q0nda, and therefore e issues on which
experts @ answer questions that reei o wl et t 8s resources and i

ranking or comparing many solutions across @eded. This sort of insight from a perspective
wide geographic area seemed impractical. ;i tside the Foundation was immensely

valuable.

Previous iterations @FG solicited inputnto

In aclassi®elphi interviewexpers on gpanel



Overall, external validation of researchlikelihood of success analysisluded voter
combined with the tough scrutiny andpreferences in different regions, udieggue
occasional ceections of prominent experts of Conservation Voter scoyesnd expert

rai sed t he Pr ogr a moapinions con fthe degeh ofesupportn likalyi t s
calculations, enabling more productive ERarious counties and congressional districts
comparisons. Cost estimates drew on publishbedgets and

ADDIVi ERO | | i staffing plangrom Hewlett grantees and other
pplying O large scale policy organizatiospursuing similar policy changes.

change investments
9 Benefit, likelihood of success, and cost

Because foundation resources aresmall  estimates were then plagginto an ER

compared to governmemgsourcgsa major equation, and compared with other policy and
strategy pursued by many programs is ten-theground strategies. The Program chose
advocate forpublic poliees and funding between these options using an optimization

through norAobbying activities However, model described in the next section.
calculating the ER of theadvocacytrategies

so that they can be weigtaghinst more direct Optimization of the grantmaking
ontheground investmentsas been a major portfolio

challenge in pa$DFG projects. With some
new modeling approachdbe Environment
Programwas able to successfully estimate E
for largescale policy changesorder totrade
off between Westide policyand on-the

The most difficult aspect strategy selection
emains even after ER has been calcuiated
ach potential investmerithat a Program

considerspicking thecombinatiohinvestments

: that accomplishes the mos
groundinvestments. resources To address this challenge the
First, the Programsgématedthe benefits that Environment Program used a formal
would accrue from specifiVestwide policy optimizatonmodgl cal | ed a oOstr at e

changed-or instancethe landareathat would t o o th&t )sought to achieve thedesred

be affected by improvingt a staiesoil and improvements in ecological integrity while
gas development standacda be estimated by minimizing costA separatelocument entitled
using spatial data to loakthe intensity of oil A Strategl?lanning ool for Western Conservation
and gas development in the st@iteeresulting  desctbesthe optimizationin detail, but a short
change in ecological integrgtyhe reduction in  summary is provided below as well.
environmental threats due wl and gas .
extractionover the land area that would bePrewous approacheshave ~useda more

. o ; : informal, adhoc method of optimizatiorto
affected This calculation is described in tetai ick grant portfoligsoften choosing the most

in the 5y¢ar strategic plan for the .WeSterrEosteffective individual strategiexcross a
conservation component of the Environment ' v of investment categories. For the

Program. The beneiit of many other polidies Environment Program, however, picking the
such as (Ijand p\l/;a}.(;gddenpnvzteeas.ememrd right portfolio is not as simple as choosing
fcodnverlt(-;- (;.0 5 ! erngssl lrd&{. mi:rzased among individual grantsthat achieve local
ederal Tundig 0 were similarigstimated an goals.The challenge is theategrity requirea

translated into comparable terms mix of protection for certain ecgystems,

Next, the Program estimated the likelihood o§ peci e s 0 habi,tnattjst an an d
success and total cost for each policy changezerall acreaga&nd this mix can be achieved in
These estimates drew both on relevant data anthny ways, so seeking a-émst solution

on expert opinion gathered through the Delphrequires considering many combinations of
process described above. For instancepssible grants.
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For instance, some unique ecosystems ackmate change in the Weanalysisshowed
located in places where conservation isthecore strategies to baatively constant with
unavoidably difficult or expensive, such as inhanging assumptions, suggesting that the
the Central Valleyn California Most land in  resultingportfolio wasgenerally correcgven if

this area is privately owned, and property valudse details of calculation turn out to be
are high. Meeting representation targets fomperfect.

local ecosystems and species mayirgequ
strategies such as private land acquisitio
which will not rank in the top ten most eost
effective on a Westide list. Nonetheless) a
optimal portfolio for the Programust include
these strategiesven if the Program relies on
others to get themode.

To arrive at a strateglgat accomplishes the N :
Programés goal steasam t R INNG el Sikajegy based
used a computeroptimization program to 0N rough ER calculations

establish its initial portfolio of grantmakinggr remains a rougpproximaon for almost

goals, whiclwasthen subjeed to significant )| jnvestmentseven thougtthe Environment
Thisoptimizatiorwas able to take into accountmadeling techniquean important lesson from

a complex set of constraints (e.g. conservatigny, ¢ Programds OFG wor k
requirements for many different iindual  ,ncertainty involved in ER results can be

ecosystems and speciég),focusingon ER  managedAs described abovehet Program
tradeoffs. used modeigresults as a starting ptofar its

The optimization analysis suggestedtiopo  grantmakingtrategy, bus relying orontinual
including 16 strategies fmrotect land, 12 internal review and external feedback to
strategies to protect water, 8 strategies t®anagethe limitations of the results. The
regulate energy develment, and a general resulting strategy benefits from the clear targets
toolbox of 1Ointerventions to build lasting and quantitative tradeoffs &R, but is not
support in 31 priority aredhis portfoliowss ~ slavisly commited to the rough assumptions
estimated to bthe lovestcost combination of involved.

grants that will meet integrity targets. More specifically ybengaging in a collaborative

The gtimization also use@rssitivity analysis planning process with many checks and
to test whether the ranking of strategies or thealances, the Program built a strategy that
overall portfolio changed drastically dependingraws onthe best aspects of many resources
on the underlying assumptions about issué¥ithout suffering from overreliance any of
such as the damage caused by different typestbem. (Figure)

human activity, or the predicted pattern of

The optimization analysis is currently
Undergoing an expert review process, which will
increase its accuracy and act as a reality check
on estimateswith luck this review wilalso
provide general lessons for how to build better
optimization models and expected return
analysis in the future.
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relative alue of wdking at the state versus
federal levs on certain policy decisiossch
as roadless area designation

Figure 2

Planning process
Outcome -focused budgeting

Strategy planning tool results Finally, 6r the first ti me, t h

was a fully integrated part of OFG, linked
explicitly to ER and to relatedanetrics for
Review by staff and external successAn outcomdocused budget describes
experts the funding that will be needed to achieve

ecological integrity in the leng, and ties
funding to specific strategie® and
Review by Hewlett Foundation consequently to the metrics and targets

Board of Trustees corresponding to those strategi@ relatively
straightforward idea in theory, this budget is
actually a versatile tool that ermlseveral
innovations.

Input from potential partner
foundations and major grantees

First, it allows the Program to track spending
and outcomes together. Over time, this will
First, the Prograrengaged ithe quantitative facilitate measuring the ceffectivenss of

ER estimation and optimization modeling individual grants, as well as broad grantmaking
described aboyenhich resulted in a rough, categories. The Program will be able to make
firstpass selection dfighimpact activities. clear, simple statements about a specific
Next, the results of the analysis were subject fvestment, its target benefit, what it actually
the tough scrutiny of external experts, whechieved, and how much money was spent on
confirmed many of the tradeoffs betweernit, all in quantitativieerms.

strategies, but also suggested new ways
looking at the problenand correctecsome
estimates.

E?fudgeting i snodt intended
imperfect estimatésinevitably, various targets
and cost estimates will be too high or too low,
The strategyvas also revies by the Hewlett or program officers will find in the process of
Board of Trustees. The Boaded as a check working with grantees that the real goal ought
on the overallstrategy, ensuring that the bigto be seething different than planned. This is
picture was in accordance with thethe sign of a healthy philanthropic program
Foundat i onds -tevma prioriies. engaged InCanc@nstant learning process and
Finally, the proposed strategy was presentedling to acknowledge and correct its
funding partners and major grantees for thehisunderstandings. The outceimeused
feedback and additional expertise. budget will be a tool in these situations for pin

Receptionof the strateghas beemonsistently Pointing and communicating exactly what was
posive cul mi nating i n tdiffegentghgnjnifigliynlapngdandgvhys r d 6 s
endorsement. B reviewershave provided The second innovation made possible by the
important reality checksbased on fld  outcomedriven budget and the associated
experienceand revisionfiave beermade to  funding plan is the ability to locate the best role
ensurethe highest possible impact detter  for the Program in a larger larajse of
funding coordinatiorf-or instance, therocess funders, governments, and NGOs. By
led to adjustments to likelihood of successestimating the funding required to accomplish
estimates for policy strategies and clarified thg ultimate goald rather than merely stating
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what will be spent by the Foundation itself P r ogr amés resources, It
the next few yeafsthe Program is better able effort aimed at encouraging-tmding from

to understand the impontee of long run philanthropic and government partners.
interactions between its own decisions an

those of other stakeholders gy mapping out its own investments alongside

those of other philanthropies and stakeholders,
The total philanthropic cost the activities the the Foundation can position itself more
Program plans to tackle over the next five yeassrategically within this funding landscape. F
is estimated at $300 to $350 milliomhe instance, if the predicted fundiagailableto
Program itself plans wontribute about 6  address certain issue rise®re quickly than
million to key elerants of these activities in expected due to new federal commitment of
accordance with its longrm strategy (Figure funds, the Program can redirect its own
3 . Gi ven t h acostexdeess tipel spamding to dtieet asehsimportance

Outcomefocused budgeting is pedarly

Figure 3 Preliminary important when coalitions work together
Total philanthropic cost to achieve toward longerm goals. Sharing metrics and
five-year goals building a cooperative budget that details the
$ Million, 2009-2013 role of many organizations working toward a
100;@%_323“ joint ultimate outcome may be an effective way

to tackle a problem thas too big for one

organization alone.
Hewlett
* * *

The OFG process is only as accurate and useful
as its component parts and analysis. This
chapter has described some of the recent
improvements that contributed to making OFG
more accurate aneful The next chapter lays

out some remaining challenges, and presents
Private i mprovement s t hat coul
usefulness even further.

Other
funders
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3. OFGand its future in philanthropy

OFG s far from set in stone don the contrary, it has

| much growing and changing to do .In order to continue to
improve the impact of philanthropic efforts, OFG will need to
evolve and overcome challenges presented by a lack of data,
complex modeling requirements, and -tmglantify value
judgments. Ifit can tackle these roadblocks, OFG will drive
better philanthropic outcomes and a more effective relationship
between foundations and grantees.

Remaining challenges Opportunities for technical

OFG has come a long way over the course of1Provement

its applic_ation by three programtsheHewlett pgata availability

Foundation. It began as an attempt at more, . - : .
sophisticated cobenefit analysis of potential -iMited availabilitgf relevant, high quality data
grants, and grew into a full decisioaking is perhaps the most prevalent and consistent
process. As described in this paper, the moshallenge in OFG. In order to understand the

recent application of OF@as usedechnical Penefit or cost of a specific investment, it is
innovationgo ovecome some early Cha”emgesnecessary to have ag:curate |nformat|on about
including more sophisticated ER andboth the investment itself and the cohiex

optimization analysis, and the first attempt a¥hich it will be implemented. So far, OFG
outcomefocused budgeting. projects at Hewlett .Fqun.datlon have

. encountered many such limitatjovisether the
However, there are a numbeteaxthnicalreas topic isthe distribution of contraceptives in
where OFG still has signditt room for ryral parts of Afrigahe quality of education in

improvement. Thesdall into three general remote village®r the digibution of species in
categoriedescribed further in the next section certain landscapes

data availability, rdeling accuracy, amérd
to-quantify  values. However, he most
important thing is simply to be aware of th
limitations of the analysis, and to avoid pushin
conclusiongurther than is warranted.

Fortunately, mny of the challenges posed by
dimited data are relativelgtraightforward to

lve & although not necessarily easy or
Mmexpensive Over time, foundations can
increase their knowledge base, broadly
A number ofbroaderquestions about the role speaking, in three ways. Fithgy can track
that OFG should play inthe future of their own grantmaking and make use of past
philanthropy are also worthy of discussidhe  experiences testimate the likely outcomefs
final section of this paper considers how OFGuture work This tactic is especially important
can help align the goals fahders andheir | n areas wher e academic
graﬂeesanq addresses the question of Whetthsua"y tread; for instanmpgrams may Want
OFG might dampen gr and @feréne HOW Phech thByespdntddnipash -
advocacy work to predict the costs of a new
campaign. Second, working with grantees to
improve monitoring ancevaluation (M&E)
systems can give programs insight into what
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happens on the grouncheny foundations are Accurate modeling is an issteat will
increasing investments M&E as a result challenge some types of a@hihropic
Finally, many programs may choose to directjrograms more than others. Even given good
support research and data collection throughistorical datagstimatig the future effects of
grants to investigate broader questions. interventions relies on modeling complex

Several more difficult questions have also arisd C'a.l’ economic, and biological processes, and
abouthow © use datanosteffectively One of identifying the changeausedy the proposed

the most critical is to knowhen to say investmt_ant Undestand_ing the causal__
6enougho. Collecting MERANEMSALohangein hyman copmupities
financidl, and in energy and attention requireo0 atural ecosystems IS often beyond the reac
from granteeand foundatiorstaff. On the one of the foremc_)st research universities in the
hand, grantmaking will almost aisvae better world. Even in areas where theory is more

when it is based on better information. On th Ol.id’ it i_s unreasona_lble to think that
other hand, there is tmadeoff between the philanthropic progims will have the human

value of better information and the time and&Sources t produce stafeheart inhouse

resources that could otherwise be spent gprecasts.
further philanthropic goals more directly. The expectation that philanthropists be good

One of the centraé$sons of OFG is that there Samaritans, theoretical scientists, and

has to be a balance between taking action Ghcyclopedias  of topical informatiod
the bestcurrently availablinformation and Simultaneousl® is relatively new. The driving

working to make that information better intuition behind this shift is a good one: if we

Calibrating this balance is one of the toughte‘F"Ve a moral responsibility to help make the
challenges inherent in implementing G world a better place, surely we have a corollary

thisd 0 c ume n t Gdsingyoiod todaand argsgonsibility to do the most good with the
doingbetter tomorrow 9 & resources at our disposal.

The practical implications of this expgan,

Finding the most effective ways to suppor(%wwever are pushing rimle grantmaking

grantees in upgrading their monitoring an . : o
evaluation capacity presents an additional Into uncharteq territory. Somal scientists who
spend their lives modeling complex human

logistical challeng&rantees are by far the beStbehavior will tell you that our understanding of

source of information, but simply imposing L - :
: - ; these behaviors is very limited. The same is true
new reporting requirements kely to detract in most fields ofnterest to philanthropy. And

from theirmissions ands unlikely to result in t, OFG seems to be asking program officers
high quality data. Many grantees will ne to untangle these knots before making a

advice and sonmwll needinancial or technical . -
support. Likewise, most founidais will need granting decision.

the cooperation and input of grantees tores, and no. The push for robust impact
understand what information is realgeful evaluation, for questioning assumptions, and
and how to interpret it. Foundations can workfor looking at the big picturbefore making
with grantees to identify what sort of supporinvestments igenerally for the bed®utdoing

will be needed to develop better monitoringso requires a healthy dose of pragmatism;
and evaluation ggens in the long rynand  philanthropiescanrecognize the limitations of
how to implement them in a way that satisfiesxisting models while still making decisions
all of their various funders to prevent eaclbased on current analysis.

funder from imposing a different measuremen

Even for smaller philanthropies wiimited
scheme.

resour ces, t he us e of

Modeling accuracy mi ndset o as i nvest ment
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considered may well be helpful in setting broaehdowments. This allows philanthropy to take
strategic directions even if detailed analysis aa tough issueand set ambitious goalghout
not practical. the shorterm pressurethat is common in

businessSoit is important that shortedtime
and : :
horizons or narroed goalsare not accidental
effecs of implementing OFG. In other words,
it is important for philanthropies to be patient
about OFG. The good news is that they can
fford to do soThe following are some of the
ssues that will deteine the role that OFG
plays in théutureof philanthropy.

Looking forward, ER modeling
optimization will neetb improve in order to
consistently  offer accurate, believable
conclusionseven for those philanthropies for
whom detailed analysis is justifi@dit the
worst of all worlds would be to be paralyzed b}
the impefections in current analysis.
Grantmaking dasions will be madeone way
or anothe® so they might as well be based omilignment between funders and grantees
the best analysis that can be mustered. Making = _

practical, working assumptions while flagginiyavigating he alignmentor lack thereof
things that need improvement will help carrPetween grantee and foundation gémls

forward the process of modeling inn@rati perennial issue in philanthyopOFG is
intended to explicity connedtoundati ons

Working within the context of externally goalsettig with their impact assessment,
imposed values which should result in increased clafigput

xpectations from their granteddowever,

FG can also lead to concerabout an
excessively tegown funding approach. The
worry is that connecting gtenaking decisions
to impact assessment drivenfoynder s g o &
might lead to micromanagement, or in the
A common values issu¢hat hasrepeatedly extreme, to grantees acting as emer
surfaced in OFG projedsa commitment to a implementation arms of funding organizations

particular topic or regiohy ap hi | a nt hhatenakgal tRestrategic decisions.
founders or board of directors. For instance

some organizations may want to invest in the?;o avoid this pitfall philanthropies must

home region,toher s i n women geknowjedge tgqﬁjr ntysjrategiGapproaches
issues, and o on, Usually, these vhlps 2/ appropriate”under different circumstances.

establishthe goals and scope defined at théNhen a6 un d a gda!se;xo@gﬂ the Work
done byanysingle institutio® as is the case in

beginning of the OFG process. Quantitativet
: : L he West, whre each grantee works only on a
analysis and traadéfs will then occur within l[iimited geographic or policportion of the

predefined parameters that safeguard @Etsenoverall problemd it can make sense foa

OFG emphasizes clarifying and quantifyin
complex decisiondyut there are important
nonquantitative value® often externally
imposed & that must be taken into
consideration as OFGimplemented

values. ) : :
philanthropyto do overall strategic planng

OF GO0 s rol e I n t his appreachrallows the foundation to play a

philanthropy coordination role to solve a big problem.

OFG has the potential to revolutionize the wayiowever, when a single gramde€orsortium
philanthropy ~ thinks about impact and of grantees addresses the full range of desired
grantmaking. By proceeding with caution an@UtPuts it may be better teely on a rore

introspection, this change can be positive for gi0ttomup  planning approach. In general
involved. grantees who are close to the ground and able

to see the full range of relevant issukdave

One of the beefits of most philanthropy is the insight that fundes do not. Asking them to
long time horizon inherent in perpetual
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deternmne the best strategic approach not onlfNothing inherent in OFG ndemake funders
draws on this insight, but also provides thermore riskaverseghan they wish to be. If used
with the flexibility to respond to new challengeproperly, OFG should help foundation staff
and information in real time. choose the most promising new investments
d and create plans for tracking and measuring
éhem over time This approach should most
definitely includdeaving the door open for
experimentation andpportunistic grantmaking
where a high potential for return justifies the
investment

Similarly,fia foundationis trying to help buil
an or@nization or field, it may suggest a mor
granteedriven approacthat allowdeeway to
pursue promisingut unproven strategie€Bhis
may be particularly important mew fields,
where the best strategies are natlgat.

So while OFG can provide a useful roadmap to

Used carefully, OFG can be part of §1elp program  staff make welormed

productive and cooperative relationshi . : :
between funders and grantees, in which botHd9ments, its goal is not to replace judgment,

are able to create and communigqatsitive ut to enhance it.

impact. The centralquestion driving the * * *
specifics of this relationshipthe degree and
type ofalignmentetween funder and grantee
goals.

OFG is stii very much a work in progrebst
basedon experiences thus far, the Hewlett
Foundation is confident thetwill continue to
For tightly focused organizations that are ablgevelop ito a tool for helping philanthropy to
to communicate their goals and effectiveness tgo good today and better tomorrowThe
funders, OFG may result in more funding withFoundation hopes that this paper will stimulate

greater flexibilityFor organizations that do discussiorabout the OFG approacand its
many things, soenof which are aligned with rolein thefutureof philanthropy.

funder goal s, and ot her s of whi ch arendot

fundersmayask that their resources go toward
the things they are focused on. Finally, funding
targeted at very spec#itategies mde called

for in some cases. This may attwpen up

the door to lessénown organizations,
because funders will feel comfortable giving
highly targeted funding and megu the
impact after the fact.

Risk-taking and experimentation

Of course, e fact that something is
measur abl e dotaddessds thenean t hat
real issue at hand. As OFG orients foundations
toward improvedmpact evaluatiothey must
take care to nagpick activities simply because
they are quantifiable. There are many good
reasons to invesh triedandtrue strategies:
they ae predictably effective, realistic, and
often implemented by loitgrm partners. But
experimentation with newleasof unknown
parameters and value is ofegally important

in moungthe field forward.
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Appendix 1 dThe OFG be actually achievable through the
programds efforts.

Process Second, the program defines a scope for its
OFG consists of a repeating cycle of activities investments, to focus resoes on places
that describe a full and successful grantmaking where its marginal impact will be greatest.
processfrom planning to implementation to This choice often takes into account factors
evaluation, and back agésee the exhibit at such as need, paucity of other funders,
the end of this Appendix)lhe description potential for improvement through
belowfocussmainly on the planning stages, as investment, and availability of good

those are the steps that are newest in practice. grantees to carry out _Work. This scope ca
Assess the fia & The first phas of OFG be as broad as a continent, or as narrow as a

involves information gathering and reflection in par_tlcular eceegion, depending on th_e

. . topic and the human and financial
preparation for a new round of grantmaking :

o ) resources available.

decisions. Drawing on the most recent data,
ideas, and field experiences allows for the best Finally, the program builds a logic model
possible analysis in the next stage. describing the range of possible
investments it could make toward goal.
The logic model ensures not only that all
potential grantmaking strategies are
carefully considered, but also requires the
program to make an explicit, causal
connection between an investment and the
desired goal. A good logic model will show
the exat path that distant interventions will
follow in impacting the ultimate goal.

1. Read studies and intengaw experts.In

this step, program officers consult
externally on topics, interventions, and
organizations being considered for potential
investment. Activities often involve reading
academic and policy publications, studying
pilot projects and new techngies, and
talking with experts outside the foundation.

2. Review previous interventions and
Hewlett role. This step is a chance for
internal reflection and study. It often
includes talking to grantees or reading
grantee reports on past interventions,
identifying standout successes and failures
from past grants, and drawing on expertise
within the foundation.

2. Assess return on investmentOnce a
range of possible investments has been laid
out in the logic model, the program assesses
the expected social return on investment
for each n order to pick and choose
between them. In general, this step involves
estimating the expected benefit per dollar
spent by the program, accounting for the
Define a goal and lild a strategy 8 The difference in the likelihood of success
second phase of OFG is about defining between strategies, as well as the variation
philanthropic goals and identifying the best intheneedfor he f oundati onds
portfolio of investments fachieving them. In the end, the program can use these

1. Define success.n this step, the program estimates 1o sel_ect a portfoho of
decides what it is trying to achieve, where investments that. W.'” accompllsh the most
and for whom, and brainstorms the toward its goal within the available budget.
possible ways of accomplishing it. First, th8. Plan for implementation.In this step, the
program sets one or more overriding goals theoretical portfolio of investments
that encompass what it is ngi to becomes an implementable grantmaking
accomplish. In general, this goal is broad strategy. First, the program develops a
enough to capture indirect long run budget, driven by the selected portfolio of
aspirations, but narrowly tailored enough to grants. This budget connects particular pots
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of funding over time to specific
grantmaking topics and expected outcomes.
This enables the program to look at the
return on different types of investments in
retrospect and to reallocate funding as
needed.

A funding planfollows from the budget,
and outlines théotal amount of funding
needed fromboth public andprivate
sourcesd accomplish the program goals. It
describes anyexisting funding sources
outside the foundation thabntribute to
this need, the remaining dgapding and
how that gap will be filled.

Next, an organizational plan is developed to
describe the human resources available for
grantmaking and monitoring. Often, this
aspect of planning will remain relatively

acreage under strict protection, then a
corresponding target might be 100,000 new
acres brought under strict protection in the
next five years.

The program also develops a monitoring
and evaluation plan in this step, which
describes a method f o collecting
information and feedback from grantees as
interventions play out in the field. This plan
often includes the metrics that the program
will ask different grantees to track, as well
as resources and support that may be
provided to grantees to peghem develop
their monitoring capacity. It also describes
an evaluation plan for analyzing and
communication about the data and
qualitative feedback gathered through
monitoring.

constant over many years, but revisiting iGrant and intervene effectively This phase

allows the program to ensure thatof

grantm&ing responsibilities

OFG is exactly what it sods like.

match Following the strategic plan developed in the

grantmaking strategies and spending in dimst two phases, the program chooses grantees
effective way. and provides them with resources and support
'§1 implementing interventions in the fidlde

hallenges of this phase have yet to be fully
ﬁéplored at Helett, but challenges will likely
Include identifying grantees to effectively
implement new strategies, and supporting
grantees in new monitoring requirements and
processes.

Finally, the program constructs a phasin
and exit plan for responding to both
expected and unforeseeable changes in t
reatworld grantmaking context. Generally,
progran officers will identify trends or
potential volatile issues that could have
large impact on the costs or benefits o

particular grantmaking strategies. Thig&valuate results and modify strategiesd
highlights issues to keep an eye on, anthe test of OFGO s success wi ||
provides a contingency plan for howprogr amdés ability to draw

grantmaking may reo shift in response. and information gathered througtantmaking
on monitoringand feed them into an improved

. Create measures of successHaving qut round of grantmaking Ideally, OFG

chosen a set of strategies and made plans ; ke touah. | foct
implement them, the program next define§NcOUrages programs to make tough, impertec

ways to track their progress. Practica isions, but to be aware ofnpse
metrics set the terms of measurement folimperfectlons and to use new '”fofma“on and
different kinds of granfsthese are the data experience to be constantly improving them.
that the program will ask grantees to collect

to understand the impact of investments.

Targets are the level in each metric which

the program hopes to achieve through its

medium or shortterm investments; for

instance, if an environmédntmetric is
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Appendix 29 Excerpts In spite of these challenges, the desire to do as
much good as possible has always driven

from prior p apers philanthropies to ask tough questions of
: themselves whezomparing potential grantees.

Excerpts  from  Making EVery  \yhat is the ultimate goal? What are the most

Dollar Count effective ways to reach that goal? How much is

In early 2007, the Hewlett Foundation decﬁ%ﬁ"@% to cost? These questions are as old as
experiment with the esgaafted return in its gratianthropy itself. What is often missing is a
making. In choosing a test case, Hewlett looR&trG81aHC method of answering them.

program that woul d p Estdrexpettezbtum,eatcdnsistbidt, uantiiativé t s L
difficuttoquantify investment dedtsidnsately process for evaluating potential investments.

t he Foundat i on 0 &ogradl Althaudh stillihetyirfdnoppeovtedrdturhas
volunteeredfaking Every Dollar Count the potentiako help maximizethe return on

documents the learning and improvements igcgrastingesourcesFlexible, dynamic, and

that came out of its exp&rericea b | i s h e dpplicabléo2abdatrangd af topicexpected
promote equitabl e gr oewtnhsksiamd artsvers the right guesfoms N g  w
Global Developnreogram spends more than &6€ry investment portfolio:

mllllon a year on aetyarof initiatives aimed aty\vn atds the goal ?

reducing poverty.

. . . * How much good can it do?
| maqi ~ © s itagood bet? :
gi ne youdr e a progr am of ficer at a
foundation devoted to reducing poveigu - How much difference will we make?
get the joy of investing in projects that improve \wh at 8s t he rice tag?
peopl ebbesi nwel IYoudre also in the doainful '

position of turningdown projects that could The first section of this paper presents the
improve society, or even save livesciding preliminary benefits of usiegpected returto
where to allocate resources can be nervéystematize aphilnt hr op y-thaking gr an't
wracking at best, heartrending at worstT h e Precgss.Section two describes tlexpected

an abundancef worthy causes andlimited  return calculation, which is comprised of four
amount of cash athanBy s ayi ng oocprepangntsbepefit dnra petfworltikelihood of
invesment, you could deprive anothersuccessephilanthrgp@antributioandcostThe
worthwhile initiative of fundinddow do you  resultis a systematic estimate of the return on
decide which investments to take on? Emw €ach potential investment and the ablbty
you make every dollar co@int compare disparate projectSection three
shows howexpected returwill become more
robust through better estimatioechniques
and new applications.

Faced with nearly infinite nebdt decidedly
finite resources, philanthropieonsistently
grapple with the challenges of fund
allocation Does influencing trade negotiationThe Foundation recognized thakpected
deserve more money than teaching children f€turn is no panaceats results are only as
read? What aboimproving how government accurate as the professional judgments and
funds are allocated in impoverished coutrie@ssumptions that drive thenThe early
To make matters wor sagplcationg describedi in fthis cpapert greatly g e
accurate informati on simaphfigduicomplgxretements of dhg esimatior nt i -
benefits, let alone compare the value of diverggocesssuch agjuantifyng interdependencies
investments. between investments and discmgntfuture

cogs and benefits
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Still, expected returndelivered a valuable return was one step in a larger process of
process for ientifying high impact granting outcomefocusedgrantmakindOFG) and that
strategiesand astructure in which Program there was much more learning to do.

Officer judgment could be codified and applie
consistently across investment decisitins.
helped Global Developmennove toward
preliminary quantification ofthe returns to
different strategies Consequently, program
officers can now quantify hitgvel tradeoffs
between investmentBhe next step is tadd
groundleve] grantspecific measurement and
fine-tuning.

q‘he Population f®@grampicked up the baton,
andduring 2008 itollaborated with détistone
Strategy Group to become the filsbgram
within the Foundation to formally document its
grantmaking usingOFG. This process
iluminated the practichenefitsof OFG and
identified the real challenges to be overcome
where theory meets the reality of philanthropic
practice.

The Hewlett Foundatigmg sy, eptRiGdod Blodtdm whikdd"
expect_ed return reflects a _Iongstandlng_ through the first four steps of th@FG
of philanthropy, and a strong belief thartbrr]%(\:;zs'tﬁ ;ﬁllrg\l/r;r)i/nre;shuelts ;rgﬁexgzgggceof

foundations are responsible for ensuring th plementationOFG was a vehicle through

their investments maximize benefits to societ shich a programcould make significant
While still in the early days, the experiment Wi%‘nprovements in the clarity, consistency, and
expectec_i aturn S C'?af'y helping  the rigor of its grantnaking. O’FG improvea
ggﬁgrdfgl?:t in its commitment to make Ve ommunication about impact both within the

' Program and with grags, suggested new ways
to think about grantmaking tradeoffs, and laid
the groundwork for future monitoring and
evaluation.

The Hewlett Foundaton Popul at i OP'ﬂiIanﬁnropﬂcg FoBrins R 1b
. profréts lbng worked to
volunteered to serve as theotésimdelarger measure and document their grantmaking, but

process of oufcomsegrantmakin®FG). The e OFG approach is still a new one. Along
Prograrhelped invent mnplemeatset ®FG it important  successes, the Population
stepsesulting in increased clarity and conS|stqﬂ|r:é(gp%l Isoidentified some serious challenges

grantmakinghe Program, wiaichs to stabilize, he gyercome in future implementatjons
global populations in wayprdhaite social an : :

economic wellbeirgystach the environment, angl Bly
enhance and protect reproductive health 1
documented its expanéviaking an Impact.

The papefferlessons and recommendations based on

the Pr o g expene@der futuraepplicatiorf With that as background, tpaper 6s t hr
OFG chapters describe the successes of the

Popul at i o mOFGPeffatgand affér s

lessons and recommendations for future

In 2007 Hewl ettds G| o lapplicatiord eDF@.1 o p men't

Program piloted an approach to grantmaking \ i the effort: OFG brings clarity and

called expected return, with the aim of ensurin@’onsistency to he grantmaking process,

the greatest possible philanthropic impact bye|ing foundationgo achieve the greatest

clarifying and  quantifying grantmaklngIO ossibl e i mpact . The Po,

decisions. This trial run reveal_ed many paten tpréaliminary work on implementif@FG has
advantages, but also recognized that expecte

Excerpts from Making an Impact

d insome grantmaking decisions and
Sof informatiomluring some sps of

* * *
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resulted in tangible benefits and identifie. New horizons: To achieve the full potential
challenges to overcome in future efforts. of OFG, future efforts can learn from the
Popul ation Programds exp
on the first four steps and expand into new

parts of the process. The Population Program

itself is also committed to furthering the
rfoundat ionds | eamMRGNng th
work

2. Learning by doing: The first four steps in

the OFG process improve the clarity,
consistency, and rigor gfantmaking and lay

the groundwork for fulDFG implementation.

This chapter describes the Populatio

Progr amods exper i dghesee in I mpl ementing
four steps set a measurable outcome and

scope; research the field; establish a logic

model, metrics, and targets; and compare the

expected social return of potential investments
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Appendix 3 dOFGand Define succes:

Western conservation Goal: The Progralds goal is to

ecological integrity of the Wést wildlife and
Through the OFG process, the Program people. Ecologeal integrity, for the

developed a strategic pthatfocugson four EFEgoundati onds purposes,

key outcomes protect land, protect water, systems functiosimilarlyto their cycles in the
reduce fossil fuel development, and build absence of human activity_dmes not |mp|y
lasting supportit will conservel50 million  exclusively strict protection (such as National
acres an&,400r|ver mlleS, reduce fossil fuel Parks or Wilderness Areas), but it does require
development o5 million acresand increase that sufficient habitat be protected to allow
renewable use and energy efficiency by 10Bkre ecological functions and key species to be
GWh per yearand build lastg support in 30 systained over time. The Foundation selected
40 priority areas, with an expected privatecolgical integrity as its primary goal because
philanthropic cost 0$306$350 million over the basic functioning of natural systems in the
the next five years, ai§d-2 billion over the \west underpins the economic, scenic, and
long term. biological values in the region.

Much of the innovation achieved throughSCO o ?T he V¥e S(5|9 as
Environmentos 1 mp | e m‘?:(gugd‘?e{tionI Srliche? from theGupIiﬁ 3n"tRe
in the planning phase. This section goes Stegasternedge of the Rocky Mountains to the

by-step through .the process followed bY Fhel‘Dacific coast, and includes all or part of the 11
Program, and discusses some of the difficult

o westeramost states of the continental US as
decisions that were made.
(Figure4) This areaontains358 ecosystems
Figure 4 andthreatened and focspecies, aumber of
The West: geographic scope U .
g ,. g P P targets for ecological integrity. In total, the
. Foundationds area of
acres and contains about 77 million people.

o,

"y &
> P o

Logic model: The logic model specifies the

.
. e outcomes that W lead to the achievement of
i g overall ecological integrity in the West,
K '\”’ \ i describes quantitative targets for each outcome,
" Vancouver and maps out theange of strategies that the
’ W",'?"}id\“’ __1 Foundationwill support. It begins with the
;M,‘j“;’;;ﬁig{v:_._.if Foundationds ulti okt e
{ [ S At the second level of the logic model, the goal

b sl = is divided into four grantmaking sectors, with
e specific quantitative targetd conservation,
S freshwater and riparian areas, energy
development, and lasting support for
conservation. (Figugg
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Open landscapes are protected X0 Foundation set habitat conservation goals for
million acres of land 358 ecosystems, species, comeasa and
a%orridors that served to quantify its overall goal
of conserving ecological integrity in the West.
Specifically, the average conservation value for
Intensity of fossil fuel development isall the habitat area for a given species or
reduced orB5 million acres of landind  ecosystem must be at least equivalent to some
renewable use and energy efficiencgercentge (3B5% for ecosystems;-80%
increased by 100 thousand gigawatt houfsr species) of the conservation value that

Freshwater flows are restored and ripari
areas are conserved2pt0Qriver miles

per year would be achieved if the entire area were
Broadbased supporfor conservationis pristine wilderness. These assessments of the
created ir80-40 priority areas relative conservation values of all types of land

_ . _in the West were developed through aisaly
The third level of the logic model describegnd expert input.

specific activities that are required to achieve
theoutcomes and goal. Each outcome requirekhe resulting ER analysis divided 1.5 billion

a combination dfVestwidepolicy change (e.g., acr es o f the West into
changes imational energy policy) and placep ar c e | wa s assigned a
based work (e.g., improving management iniant egr i ty |l evel d based

specific Bureau of Land Management district).ownership, with Wilderness Areas having the
highest inggrity level and privately owned lands
the lowest. The analysis then adjusted the

Expected return analysis The Foundation integrity status of each parcel based on human
used an analysis of current integrity to identifyses in the area. Eleven main types of terrestrial
areas that need to be improved throvgst uman uses were considered, including oil and

wide policy change or plabased workThe  9as extraction, mining, andw_enifreshwater
threats, such as dams and agricultural water use.

Assess return on investment:
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