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| am ddighted to be here in New Orleansfor the PRI Makers Network second ndiond
confarence. | have apassion for progran-related investments and mnfess to beon ®mething of
acrusadeto persuademore foundaionsto join us MacArthurOJrustees share my enthusasm.
We have seen howPRIs multiply the power of our grantmaking.

Over theyears, MacArthur ha awarded $65 million in PRIs, with $180 nillion oustanding.
Mog have been usd intheU.S. to buid thefield of community development finance and for
Window of Opportunity, andiond effort to preserve affordable rental housng. In December, the
Trugteesraised our ARI dlocation o $300million with aninvitationto ask for morewhen we are
fully invested.

We are fortunae to have many dedicated partners. Doug, We appreciate your leadership in
housng preservation and were pleased to hear aboutthe Meyer TrugOsecent $6 million PRI and
grantto create the Oregon Housng Acquisition Fund

This morning | want to talk with you dou two rdated topics: first, why MacArthuris
committed to the use of PRIs and second,how PRIs have made usbeter a strengthening
ingitutionscentral to ourmission.

That topic may bea bit surprising. We are best known for the MacArthur Fellows, the Qyenius
grantsOtha celebrate creative individuals. But ingitutionsreceive almog all of ourfunds Over
30 yeaars, MacArthur ha suppored more than 4,000 nditutionswith nearly $4 bilion in grants
and RRIs.

MacArthur worksin 60 counties in conservation, ppulation, hunan rights, migraion and peace
and scurity. Inthe U.S,, we focus oncommunity and econamic development, dable, affordable
housng, juvenile judice reform and education, especially how technology df ects the way young
people think, learn and play.

Whether preserving bodiversity in Bhutn, redudang maternd mortality in Nigeria, protecting
human rights in Rusia or saving low-cos homesin New York, New Orleans and Chicago,
MacArthur deendson inditutions



We live in an era of rapid change in which boh chdlenges and oppatunities abourd. There are
danges, liketerrorism and dimate change And mord imperatives, such as meeting the
Millennium Development Gods to dleviate povaty. There are hopeful sgnsaswell, induding
theemerging international system of judice.

Strong ngitutionsare central to our quest for amore jud, sudainable and peaceful world. They
hep usframe theissues we mug address, gaher objective evidence, analyze policy options
inform the puldic and gdvanize action. Some aid orcritiquegovwernments. Others engage,
leverage or trandorm private markets. All sand sjuaely for the publc interest. We trug them,
we depend on hem. Founddionsare notvery good vénicles for direct action butthe ingitutions
in which we invest are onthefrontlines, doing the work, taking therisks, trandating our $ared
dreams into reality.

How should founddionsuse ther resources to strengthen theinditutionsdedicated to sodal
changeandimprovement? Today, | will give you osme examples of howwe have used boh
PRIs and grants to build and grengthen institutionswith an goproach | call uy-and-hold
philanthropy O

There has been alot of talk abou new philanthropy, strategic philanthropyand venture
philanthropy. We have seen therise of social enterprises, market-driven nonprofis and
busnesses with aQloubke-battom lineO Grantmakers and scholars dike have focused on he
importance of drategy, Pecific gods and measurable outcomes. The discussionis healthy and |
applaud the efforts it promotes. Plurdism makes philanthropy stronge Bwe donotall nesd to
take the same approah.

MacArthur certainly embraces creativity, innovaion and risk taking. We seek new opportunities
and dhdlenges. But, we aso take the longview Bdevoting a solid share of ourddlarsto
inditutionsof lastingimportance. We dothisthroughlongterm PRIs, multi-year operating
supportgrants and major onetime awardsattuned to an ingitutionOsore mission. Experience
shows usthe power of funding that is paient, flexible and liberating Dit shows usthe power of
buy-and-hold phianthropy.

PRIs are the corngstoneof this gpproach to phianthropy,and we hopeto see their use grow.
There are more than 71,000 foundtionsin this county. In 2005they gave away $36 billion -
butonly $217 nillionin PRIs. We should aim to doulbe if nat triple that anountwithin the next
fiveyears. In advandng this case, | cite three ways in which PRIs make MacArthur a better,
more effective founddion Dthree virtues | bdieve PRIs offer grantmakers of every kind.

First, PRIs provide tremendousleverage. Consder our housng preservation initiative. Since
2001, ve have awarded $50 nillionto preservation-minded developers and lenders across the
U.S. By theend of last year, these groupshad used ourPRI dollarsto marshd over $3.5 bllion
in nev longterm financing Benough @pital to acquire, improve and preserve 50,0 a-risk
affordable rental honmes. In other words, every PRI dollar that we have invested has unlocked 70
dollars from publc and pivate sources. Oneto 70 Bdramatic leverage by anyone3 count




Second, PRIs fud innovaion D especially at the nexus of the pubic, private and norprofit
sectors. Throughour preservationinitiative we madea $5million PRI to the New Y ork Housng
Acquisition Fund Backed by ®ven fourdations the City of New York and 20 fnandal
inditutions the FundOsmely bridge loans have catalyzed large preservation projectsin the
Bronx and elsewhere. The FundOsreative use of PRIs for aguaanty pool has ingpired smilar
fundsaround te county, indudng here in the Gulf Coast.

Althoughhousng ha been the focusfor mog of ourrecent PRIs, we aso use them to stimulate
creative busness modds and patnershipsin other fields Here are two recent examples Bboth
related to techndogy.

Last year we gave a $2 nillion PRI to the Cdvert Founddion so it could become thefirst
security issuer for eBayOgMicroPlace.O This new online platform lets individuals make
investments as small as $100each to supportmicrofinance lendesin Africa, Asaand Latin
America. A second example comes from our nev Digital Mediaand Learning Intiative. It will
use a PRI to sed apubic interest fund b supportthe development of social neéworks virtud
worldsand video games with high educationd merit butuncertain commercial appeal.

This bringsme to thethird QrirtueQof PRIs: buildinginditutions PRIs take discipline that
inherently makes organizationsstronge. They areless restrictive and less codly than
conventional loans And, typically, PRIs come in larger amourts for alonge term than grants.
Our smnallest PRI is $1 nillionand ten yearsis sandad Bversusthe 2 or 3 yer cycle typical for
mog grants. Mixing FRIs with our graatmaking lengthens our pe&spective, giving organizations
thetime and runnng roomthey need to prove ther worth; to lead afield; to prodice real change

Thediscipline of PRIs has sharpened drategy and duediligence across adl of our gantmaking. It
makes usthink had aboutbusness plansand forecasts Didentifying and testing key assumptions
and risks. Our job is notdonewith PRIs and grants done program officers pay attention to
other kindsof hdp Bgowernance, fundrasing, information systems, daffing Bthat an ingitution
needsto achieve financial sugainability and progranmatic success. Our long ime horizon
makes uslook not only for great ideas and dynamic leadership, butalso for a culturethat fosters
planning, risk-taking, mstakes andlearning. We back inditutionstha knowther srengths and
weaknesses; tha know who they are and where they are going; tha have theresilience and
resolve to work throughthe surprises and setbacks that always come. In short, we invest in
organizationswhose character gives usconfidence and whose ambitionsgive ushope

In 1983MacArthur made itsfirst PRI, buying stock in the South ShoreBank of Chicagobafor-
profit ingitutiontha had less than $100millionin total assets. Today, the company known as
ShoreBank has $2 bilion in assets, officesin Chicago, Detroit and Cleveland and arobug
internaiond conalting pratice. In 2006,it loaned $433 nillionto gnall busnesses, housng
rehabbeas and nonprofits B capital that srengthened communities and expanded opportunity
while also generating a healthy net income.

ShoreBank garted us on more than two decades of supportfor Community Development
Finandad Ingitutions In 1989, we made a PRI to the Center for Community Self-Help. It had
jug $7 nillion in capital at the time; today it manages morethan $1 bllion. Self-Help has used



this capital to bring responsble mortgages and wealth-building oppotunity to 60000
undeserved housholds across the country. Also in 1989, ve made the first of several PRIsto
theLow Income Investment Fund Its financing ha since unlocked over $5 Lllionin publc,
private and philanthropic capital for affordable housng, diild care and other facilities serving
450,000 peple in more than hdf the gatesin theU.S,

Dollars leveraged, hougs built and jobscreated are important. But as the new bookForces for
Goodremindsus thetrue value of sodal-purpo® ingitutions cannot be captured by daa aone
Therea measure of their impact is howthey trandorm pubic policy and pur market innovaion
Dspearheading legidation o comba predatory lending orusng investment-grade bondsto
finance community development prgects.

In fact, the collective experience of the CDFI field has chdlenged deeply hdd prgjudices and
misconceptions. With morethan $11 lillion of loans and losses of less than onepercent, CDFIs
have overturned @onventiond wisdomOaboutlow-income communities. They have shown that
millionsof marginalized or undeserved people who live in these places can be responsble,
produdive participants in our mainstream econorny.

The inditution and field-building success of CDFIs ingpired usto make MacArthur@ largest PRI
ever last year B$25 million. In patnership with the Opportunity Finance Network and the
Wachovia Founddion, we created a five-year program to propé ten high-potential CDFls to the
next level of scale, innovaion and sugainability. The first winnas of the Wachovia NEXT
Awards for Opportunity Finance were theLatino Canmunity Credit Union and ACCION Texas.
We were delighted to have FordO&rank deGiovanni and HeronOg uther Ragin serve on the
selection committee.

It took morethan twenty years of paient, flexible, liberating investments from MacArthur, Ford
and ohersto hdp the CDFI field reach this exciting next phase of its development. It isaclassic
story of howthebuy-and-hold phianthropy approach buildsingitutionstha create afield. Itisa
story tha highlights the three fundamental princdples of this approach P principles that apply to
PRIsand grants alike:

1. Know them fully.OConsder strengths and weaknesses carefully and assess each
inditution thoroughy before alongterm investment is made.

2. (Believe in them deeply.OChoo® inditutionswhose core purpo® you vdue, talent you
admire and judgnent you trud.

3. (Hold them accourtable but set them free.O Demand clear, long-term results and
prudently mitigate risk. But avoid unrecessary GitringsO Let your fundsbetruerisk
capital Bfreeinginditutionsto innovae, adgpt and evolve.

Longterm relationships are central to buy-and-hold philanthropy. Patient fundng lets
inditutionsseize new opporunities. It aso lets them endurehardship beyondther control. This
is why, after the 2005 huricanes, we awarded $7 millionin zero-percent loansand wnrestricted
grantsto bokter existing PRI borrowers and grantees we knew would becritical to the longterm
rebuilding effort. These ingitutionsincluded Enterprise Corporaion of the Delta, Southern



Mutud Help Assodiation, Volunteers of America and Southern Development Bank. A small
grant helped dart the Gulf Coast Housng Rartnership, which is developing ower 1,000 &fordable
homes. Some of you may have seen the work of these groupsduring yesterdayOgours.

But wha aboutour other grantees Bthose with little or noearned income? Mog norprofits
depend heavily onannud fund raising. PRIs may not work for them, yet they too need funding
tha is paient, flexible and liberating. That is why we support180 arts and aulture institutionsin
Chicago with five-year renewable, unrestricted grants. Tha is why we give general opeating
supportto anchor ingitutionsin all of ourmgjor fields groupslike the Population Gounal,
Congrvation Internaiond, National Housng Trug and the National Center for Juvenile Judice.
And tha is why we hold our funding commitments firm, even in the face of a falling 2ock
market. Our grantmaking gayed geady during the 2001downturn and this is howwe plan to
respond ayan if market condtionsdecline.

| was hgppy o see therecent New York Times article, GCan FounddionsTake the Long View
Agan?0 It suggested that more founddionsare turning © unrestricted operating grants rather
than narow project support | also take heart in the efforts of EdnaMcConrell Clark and ohers
to rase fundsthat hep promising nonprofts grow. Ingitutionsdo come to inflection ponts
moments when adrategic infuson of @pital can make amajor difference. Thisistruewhether
or notan ingitution plans to grow

That ingght led MacArthur o create two grant prograns amed a srengthening inditutions
Like our progess for picking MacArthur Fellows, goplicationscannotbe made. Instead, aur
progran gtaff nominates inditutionsthey consgder ready and likely to benefit from a major, one
timeaward. The awardsare nat lieu of regular grants, which continue.

The first program began in 1995 focusng onlarge, established inditutions Theawardsrange
from $5 to10 million each and more than 30 groupshave received them to dae. We look for
organizationswhere we have along hstory and deep familiarity. They mug have strong
leadership and provide clear evidence tha a major investment coud proveingrumental and
timely in terms of growth, resilience or trandormation. Mos important, we look foringitutions
tha will remain critical for ther issues and the fieldsin which we work.

Onewell-known recipient is the Center for Budge and Rolicy Prioritiesin Washington. A $5
milliongrantin 2002launched their new endowment campaign. Now more than $10 million,
this fund gives the Center indegpendence to take on issues for which progct fundngis
unavailable ortoo $ow. The CenterOsinalysis of federal budget proposis, often published
within hoursof ther introdudion, istruded as accurate and obpgctive. The pdicy process works
better because the Center is srong, nimble and independent.

Other recipients indude the Center for Responsble Lending, theWorld Resources Institute, the
Metropolitan Policy Program a Brookings, Nationd Public Radio and Human Rights Watch.

| can Pesak first hand a&out theimpact of these awards. | was Char of Human Rights Watch
when it received oneof these grantsin 1998, beore | joined MacArthur. Thenewscameat a
critical moment, during the planning stage of a mgjor fund drive. It spurred athers to match and



led usto doubk ourgaoal from $25to $50million, which we ultimately exceeded. Before the
grant, this organizationOsnnual budgée was $12.5 million; today it is $30 nillion. Thework of
Human Rights Watch now extendsto 68 counties and includes fighting genocide in Darfur,
exposng auses in Burmaand ganding far therule of law in Pakistan.

But notadl inditutionsare large or eager to grow. It is often amall or emerging organizationstha
generate provoative idess, reframe the debae, or piovide fresh ways of undestandng pesistent
problems. Some are paticularly effective at ddivering srvices or chdlenging dd paradigms.

Two years ago we initiated a progran for these organizations the MacArthur Award for Creative
and Hfective Inditutions So far, 18 groupsworking in the US and &road have received gecial
onetime grants of up © $500,000 They indude Action Health in Nigeria, educting young
people abou reprodictive rights and responsbility; Resources Himalaya Founddion, protecting
biodiversity in Nepd and Bhutn; the Institute of Law and Rublic Policy, advanang human
rightsin Rusia; and Kartemquin Films here in the U.S,, making Hoop Dreams and oher
doaumentaries that hold a mirror to our ®ciety.

These groupswere chosen because they are well-run and at a critical stage in their development.
All have budges unde $2 million. They do not have to be new or fast growing. Indeed, mog
arelongganding, prove field leaders tha have stayed small by design. A good &ampleis the
Chicago-based Woodgock Inditute. Its prescient sudes of predatory lending and rising
foreclosuresilluminated thetrue cods for homeowners and communities. Their ingghtful work
is helping advocates, policymakers and local leaders combat a crisis tha continues to unfold
acrosstheU.S

We nead path-breakers and visionaies, to be sure. But awell developed, vibrant sodal sector
also requires diversity and gaying power. Thesdmple truth isthis: al inditutionsdedicated to
sodal progress Bnonproft, for-profit or hybrid Bhave an enduring reed for supportthat is
patient, flexible and liberating. They need fundsfor working cpital, general operations
purchase of buildingsand equipment, opeating reserves, drategic planning and endovments.
They need backers who alheae to the principles of buy-and-hdd philanthropy: Know them
fully; Bdieve in them deeply; Hold them accounible but set them free.

This approach does not mean we have to give up a sharp progammatic focus or fundng
strategy. But we mug take care notto ovelook or unde-fund organizationssimply because they
are well established, stable or small.

Thechdlenge, of course, isto bring the right resources, in the right ways, to the right
organizations at therighttimes. Thisis never easy. Theinditutionswe supportvary widdy.
They are highly complex, answering © many stakeholders and measures of success. Moreover,
the vaue of inditution-building investments is seldom straightforward or clear.

That is wha makes usappreciate events like this conference. They allow usto share our
perspectives and talk candidly aboutwha has worked and wha has failed. We come away
reenergized and ready to spurinnovdion, ease trangtionsand reinforce seady srengths



| am honoral that MacArthur ha been able to play its pat in hdping this important network take
root We are abetter founddion for heconnectionsand partnershipsforged hee. We are all
better foundationsthanksto events like this and networks like PRI Makers.

Without philanthropic capital, there would be no meaningful sodal sector, no evil sodety.
Whether we describe our phlanthropy & traditional or venture, whether we are large or small,
whether we make PRIs or MRIs or plain, old-fashioned grants, we have the opportunity and the
obligation to work togeher bto create and strengthen ingitutionstha amplify the collective
power of the human irit.

| am optimistic that the 21% century will be different, will be better, nat only in America but
around heglobe. It will be so because founddionslike yoursand nmine have hdped buid more
vibrant, efective and resilient ingitutionsdedicated to achievinga morejus and susainable
world at peace.

Thank you vey much.



