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As we stand on the threshold of an epochal decade, we are confronted with an urgent need
to find, fund, and support transformative solutions at a far greater pace than ever. To that
end, Ashoka and McKinsey invited additional partners to join their annual collaboration to
co-create a shared perspective: Catalyst 2030, Co-Impact, Echoing Green, the Schwab
Foundation for Social Entrepreneurship, the Skoll Foundation, and SYSTEMIQ. Together, we
seek to reflect on the sector’s insights to the question: how do we get better at funding and
supporting systems change?

This report is the product of a collaboration between three groups that have mostly
addressed the topic individually: funders and intermediaries in the social sector and the
systems change leaders they aim to support. As a group of publishing partners, we are
united in the conviction that solving the most complex challenges humankind faces today
requires both a systems change approach and collaborative action by all stakeholders.

We further believe that many funders, including those contributing to this report, need to
evolve their funding practices to better support and accelerate the corresponding efforts of
practitioners in collective systems change efforts.

With this report, we aim to reach those in the funding community who want to evolve their
current model to invest in systems change approaches. The ideas we propose are not
absolute truths; rather, they are the first few steps in our own collective journey to learn
about and embrace funding practices that are aligned with systems change. They build on a
broad foundation of existing literature on the concept of systems change and how it can be
supported, as well as the lived experiences of more than 200 individuals who contributed to
this report. Our hope is that by distilling their strategies and processes, this report will point
to the transformation needed in the “system” of funding systemic change itself. We invite the
funding community — including philanthropists, foundations, impact investors, corporate
donors, government agencies, and multilateral organizations — to fundamentally rethink and
redesign the way systems change approaches are being supported.

The journey will continue well beyond this report. The funders who have contributed
acknowledge that they themselves are not perfect, and must do the hard work needed
to embrace many of the principles and recommmendations proposed in this report. We
humbly ask you to join us in this journey. Together, we can change the system of funding
transformative change, so that humanity is better equipped to address the urgent
challenges we face.
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Executive
summary



Significant financial resources are dedicated to solving humanity’s most pressing
problems. 22 of the largest philanthropic foundations worldwide provided more than USD
6.1 billion for development work in 2017%; in that same year, total development assistance
from public and private actors in the 30 members states of the OECD-Development
Assistance Committee (DAC) amounted to USD 434 billion.2 However, solving these
problems requires long-term support that goes beyond activity-based funding and
approaches that tackle the root cause - i.e., approaches that aim to change systems. To
make optimum use of the funds available, it is necessary to introduce the systems change
approach to organizations involved in the sector and to share best practice insights.

This report is therefore a collaborative effort of funders, intermediaries, and systems
change leaders who aim to send a signal to the social sector funding community —
including philanthropists, foundations, impact investors, corporate donors, government
agencies, and multilateral organizations — that current practices need to evolve to better
support systems change leaders.

Systemic challenges require systemic answers, but currently the dominant funding
practices are ill-suited to support them. Systems change leaders often struggle
because current funding practices are often built to support short-term projects with clear,
measurable results rather than collaborative, evolving approaches to create lasting change.
55 percent of the systems change leaders we surveyed disagreed when asked whether
their funders provide sufficient support for systems change work.

Short funding horizons, restricted financial resources and funders’ interference
with initiatives pose major challenges. The majority of systems change approaches is
expected to need more than five years of funder support to achieve their goals — but few
funders commit for the long term. Moreover, financial support usually comes with many
restrictions on how it can be used: 72 percent of the systems change leaders we surveyed
reported receiving less than 25 percent unrestricted funding. Finally, funders seem to
actively discourage innovative approaches: 87 percent of the systems change leaders
reported that they had to adapt their initiatives to comply with funder requirements — 43
percent of all systems change leaders reported having to make major changes.

There are five principles and resulting practices that funders can adopt to better
support systems change work. We distilled and validated these principles through on

the existing literature on funding systems change, more than 60 interviews with funders,
intermediaries, and systems change leaders, and a survey of over 110 systems change
leaders. We offer concrete recommendations for how the five principles we propose can be
put into practice.

= Embrace a systems mindset by being clear about the systems you want to change,
incorporating systems change into your DNA, and actively looking for funding
opportunities

= Support evolving paths to systems change by funding systems leaders with

transformative visions of improved systems rather than projects, investing in learning and
capability building and encouraging collaboration among systems change leaders
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= Work in true partnership by acknowledging and working against power dynamics,
providing support that fits systems change leaders’ needs, and being mindful of their
limited resources

= Prepare for long-term engagement by being realistic about the time it takes to achieve
systems change, acknowledging that the path of the initiatives will change along the way
and encouraging realistic ambitions

= Collaborate with other stakeholders by aligning with other funders, building networks
for systems change leaders, and leaving the leading role to systems change leaders.

Areportis not enough to change the system of funding. While we acknowledge that a
report is certainly not enough to change the system of funding by itself, it is a first step of a
cooperation between funders, intermediaries, and systems change leaders. What started
with an enthusiastic acceptance of an opportunity to join a collaboration between Ashoka
and McKinsey has become the foundation of a critical and larger initiative in shaping the
field of systems change. We invite interested funders to join our discussion and share their
experiences on how to fund systems change. Only together, we can reach the ambitious but
urgently needed solutions for humanity’s most pressing problems.
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Ashoka

“There is nothing more powerful than a systems changing idea in the hands of a social
entrepreneur,” says Bill Drayton

This is the basis of Ashoka’s founding in 1980. And he elaborated further, “Social
entrepreneurs are not content just to give a fish or teach how to fish. They will not rest until
they have revolutionized the fishing industry.”

For 40 years, Ashoka has been raising funds to identify and support social entrepreneurs
across the globe who work at the systems change level —i.e., they address the root causes
of a social problem and build towards a new world. By 2019, more than 3,700 Ashoka
Fellows in more than 90 countries have grown their impact via Ashoka’s financial and
network support. Every year more than 100 new social entrepreneurs join our network —
carefully and rigorously selected from across fields like education, health care, economic
development, human rights, and environmental protection.

Ashoka has learned a great deal about patterns and the mechanics of successful social
change, as we have worked alongside these Fellows. We understand that transformative
impact comes from altering interactions, norms, policies, and markets - by transforming
systems, and, ultimately, mindsets, culture, and frameworks.

Social change requires broad civic participation. Successful social entrepreneurs do
not solve problems for their constituencies. Instead, they strengthen civil society: They
mobilize people from all walks of life, and give them roles in creating the solution and
shaping the new norm.

To achieve this, they lead differently: They enable citizens to come together across
difference with empathy. They enable the emergence of teams of teams that collaborate
across institutions, fields, sectors, and borders. They build trust — without which social
change won’t happen.

Successful social entrepreneurs build towards a society where everyone thrives, is powerful,
engaged, and can contribute as we are confronted with weakening institutions and a fraying
social fabric. In that world, Everyone is a Changemaker.

Systems change requires patience; it requires collaborative intent and action; it requires an
ability to see the world differently and through the eyes of another. It requires building new
mindsets, competencies, and trusted spaces for changemakers. We are pleased to partner
on this report to offer a starting point for us all to shape the philanthropic sector to align its
intentions better to deliver on the promise of systems change.

Embracing complexity Our partners 1



Catalyst 2030

At the current rate of progress, the Sustainable Development Goals (SDGs) will only be
achieved by 2094 according to the Social Progress Index — 64 years after the deadline set by
the UN. The effects of this delay will be devastating for all 17 goals, especially the climate. In
response to this impending crisis, Catalyst 2030 was conceived.

Transformative solutions exist and they are happening around the world. These lie in the
individual works of leading social entrepreneurs and innovators. According to the Schwab
Foundation Impact Study, a mere 130 entrepreneurs collectively reach 662 million people,
providing many of the rights to which people are entitled under the SDGs. The power of their
combined action and their partnership with other stakeholders has the power to create impact
at huge, global scale, thereby catapulting the SDGs forward.

Together, these leading social entrepreneurs have formed Catalyst 2030, a collaborative
movement of joint action along with key funders and intermediaries. Its aim is to build a broad,
multistakeholder movement to change systems and make a significant dent in the climate
crisis, reduce poverty and having a positive impact on the lives of many.

Co-Creators Catalyst 2030

Aflatoun International, Agenda for Change, APOPO, Ashoka, Associacdo Saude Crianca,
Barefoot College International, B-fit, Bioregional, Blue Ventures, BoP Hub, Child and
Youth Finance International, Child Helpline International, COMACO (Community Markets
for Conservation), Conservation for Community Markets (COMACQO), CREN — Centre for
Nutritional Recovery and Education, Crisis Action, Daily Dump — PBK Waste Solutions Pvt
Ltd, Dia Dia, Digital Opportunity Trust, Dimagi, Dream and Dream, Echoing Green, Enda
inter-arabe, Ethno-Medical Centre, Euforia, EYElliance, First Book, Friendship, Fundacion
Capital, Fundacion Mi Sangre, Fundacion Paraguaya, Glasswing, Goonj, Greenhope,
Groupe SOS, Harvard Kennedy School, Harvard University, High Resolves, Human

Heart Nature, Independent advisor (Former “Inveneo and Everylayer/Surf”), Industree
Foundation, Institute for Social Entrepreneurship in Asia, IPE — Institute for Ecological
Research, La Grande Terre, Landesa, Leadership Victoria, Lifeline Energy, Livox, Mozaik,
MzN International, Nafham, Novartis, Nuru Energy, One Family Foundation, Operation
ASHA, Oxford (Skoll centre), Oxford (Tahina), Peek Vision, PlanetRead, Play Verto, Poverty
Stoplight, Recode, Riders for Health, Rishi Valley Institute for Educational Resources,
Schwab Foundation for Social Entrepreneurship, Shonaquip SE, Sidai Africa Ltd, Silulo
Ulutho Technologies, Skoll Foundation, Solar Sister, Stir Education, Street Football World,
Study Hall Educational Foundation, Swayam Shikshan Prayog, TAAP, TechMatters,

The Clothing Bank, The Front Project, The Wellbeing Project, Tostan, True Footprint,
Universidade de Brasilia (UnB), Vision Spring, Water For People, Waves for Change, Whiz,
Kids Workshop, Whole Child International, Wilderness Foundation, World Economic Forum,
World Toilet Organization, Worldreader, Yoti
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Co-lmpact

Co-Impact is pleased to endorse this report, which offers helpful working principles

and recommendations for funders seeking to have greater impact in the world. As a
philanthropic collaborative created specifically to support systems change work, we are
keen to partner with others who are also thinking about this important topic and seeking to
influence more funding towards systems change.

We know that systems change is complex: no single social change leader or organization
can achieve it alone, and no single funder can support it alone. We believe that systems
change requires an effective coalition of key actors — most often including government

to leverage the mandate, networks, and significantly larger resources that government
brings to solving challenges at scale — and that philanthropy has the potential to have

far greater impact by supporting this type of work. This report provides an honest
reflection of the complexity and the iterative process that is inherent in taking on the major
structural challenges of our time, while pulling together the knowledge and experience of
organizations on the ground to make practical recommendations that we hope others can
also benefit from and build upon.

At Co-Impact, we see program partners leading the work as the drivers and architects of the
change they seek and our role as supportive, not directive. In establishing clear processes
rooted in the principles of listening to our partners, and the communities they serve, we

aim to reduce traditional burdens related to issues such as applying, monitoring, learning,
evaluation and reporting, in order to build true partnerships based on the needs of systems
change leaders (principle 3), thereby also enabling time and space for leaders to invest in
organizational strengthening and building the partnerships needed to execute their visionary
ideas (principle 2). In supporting these initiatives, we, along with our funding partners,

share the view that working collaboratively is a core component of philanthropy for systems
change (principle 5), and an important means to the end of maximizing philanthropic
support such that millions of people experience meaningful and sustained improvements to
their lives.

Co-Impact brings together philanthropists, foundations and other funders to support
systems change efforts in low- and middle-income countries around the world, in the areas
of education, health, and economic opportunity, and with a particular emphasis on gender
and inclusion. www.co-impact.org.
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Echoing Green

The conversation that this report represents is an important one; engaging and guiding
funders to fundamentally rethink and shift the way they deploy resources for social

change are critical to stemmming and reversing some of our key societal and environmental
challenges. For more than 30 years, Echoing Green has been on the front lines of
discovering emerging social entrepreneurs and investing deeply in the growth of their ideas
and leadership. We have built a broad, dynamic ecosystem to support these leaders as
they solve the world’s biggest problems. Critical to this work that lives at the intersection of
social justice and social innovation is a deep understanding of the power of collective action.
Social movements that seek to both transform and heal systems that harm so many provide
important lessons for us on how to proceed and how to put collaboration, partnership,
learning and honest conversations about power at the center. If we commit to making this
road by walking together in an authentic and generous way, we will not only ensure that
more funding flows towards systems change efforts but also reshape the social impact
landscape for generations to come.
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Schwab Foundation for Social Entrepreneurship

The Schwab Foundation for Social Entrepreneurship, the sister organization of the World
Economic Forum, was established with the realization that it took decades for proven
models of social innovation to enter the mainstream, through shaping markets or eventually
gaining government support. Social entrepreneurs operated in relative obscurity, with little
access to high-level decision-makers who can change systems influenced by their work.

Despite reaching significant organizational scale and level of impact, our community
encouraged us to help them navigate the complexity of the challenges and the entrenched
nature of the power and dynamics that hold them in place. We recognize the need for
systemic approaches, working hand in hand with others and we see the potential of the
World Economic Forum platform to foster coalitions and multi-stakeholder approaches to
influence and engage world leaders and decision-makers.

This report represents an important continuation of the evolution of the two-decade journey
of the Schwab Foundation: from a partnership with Harvard Kennedy School on Leadership
for Systems Change to curating an intersectoral community of social innovators in business
and government through our new awards. While social-purpose organizations in civil society
and social entrepreneurship explore systemic approaches, the funding sector is starting to
find ways to support such efforts.

We are all part of the ecosystem seeking to effect positive change. An important step is for
us to stand alongside other partners as this dialogue, reflection and practice of systemic
work evolves, bringing our complementary strengths together to tackle the challenges
before us.
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Skoll Foundation

For two decades, the Skoll Foundation has supported social entrepreneurs working to drive
transformative social change. By partnering with the people and programs already bringing
positive change around the world, we support them to extend their reach, deepen their
impact, and fundamentally improve society.

Changing systems requires collaboration and sharing lessons learned across organizations,
sectors, and silos. With that spirit in mind, we welcomed this opportunity to engage in
substantive discussions with our peer funders and practitioners on how to better support
systems change efforts.

The urgency of our moment — both the magnitude of the crises we face and the limited
timeline to avert them — cannot be overstated. Global problems like climate change,
inequality, and weakening democratic institutions are worsening and demand accelerated
solutions. While many of the practices that have historically guided philanthropy have
constrained systems change efforts, social entrepreneurs have persisted in driving systemic
impact at scale. This report offers principles and recommendations to guide the funding
community toward a different, more productive direction. While the provocations in this
report reflect a bright vision for the sector, hard work remains — self-reflection, carving out
time, influencing others, and changing our own behaviors.

At the Skoll Foundation, many elements of the principles described in this report are part of
our core model — such as offering unrestricted funding and a range of non-financial support
to our partners (Principles 2 and 3), and aligning with other funders through formal and
informal means to champion progress sparked by systems change leaders (Principle 5).

As we continue to listen, learn, and embrace other funding best practices, we look forward
to engaging with others who are on a similar path.

Embracing complexity Our partners
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McKinsey

For several years now, McKinsey has successfully collaborated with Ashoka on projects
in the social sector. Thus, when the opportunity arose for us to join the group of engaged
funders, intermediaries, and systems change leaders, we very happily accepted the role
offered by the initiative’s partners, becoming one of the study’s two facilitating partners.
There are three key reasons for this decision:

= Together with our partners in this project, we believe that — as traditional funding patterns
for linear change projects face limits regarding complex systems change — the sector’s
current big innovation challenge is having to rethink the way systems change is funded.
Therefore, we are passionate about both embarking on a shared understanding of
funding systems change and “mainstreaming” the five-principles framework discussed
in the report.

= As a global management consulting firm, we work with leading organizations across
the private, public, and social sectors to make distinctive, lasting, and substantial
improvements in their performance. To this end, we aspire to get to the real issues
and make practical recommendations. Given what we consider the scope and scale
of the five-principles framework discussed in this report, we are very confident that
contributing to establish these principles as signposts on our journey together to change
the way systems work is facilitated and funded deserves our full support.

= We are highly convinced of the overall setup and approach of the study. Over the
course of the investigation, the perspectives, opinions, and guidance of individual and
institutional funders, systems change leaders, and intermediaries were systematically
recorded and analyzed via more than 60 structured interviews and our survey with 113
systems change leaders. As a result, the report offers a concrete perspective on what a
dynamic transition path towards embracing the complexity of funding systems change
could look like. Furthermore, it offers many helpful recommendations and provides
examples of how successful funding systems change work happened.

With these ambitions, goals, and benefits in mind, we invite you to turn the page and learn
more about the challenge of and rewards resulting from getting systems change funding
right. Join our partners in this initiative and us in our journey towards a shared understanding
of funding systems change.

As you read the report, we also urge you to consider where and how you can best contribute

to a new era of embracing complexity and achieving breakthrough impact on SDGs and,
ultimately, systems change.
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SYSTEMIQ

Humankind is at a critical point of its development. We are increasingly overstepping the
planetary boundaries in various areas, most notably the emission of greenhouse gases. We
therefore need to fundamentally change the way in which we create wealth and well-being
for everybody within a growing population.

Making the case for and initiating systems change often requires an outside impulse before
alarger momentum develops from within. Funding plays a critical role in catalyzing this
process. We were honored to help develop this joint report as a facilitating partner.

SYSTEMIQ'’s mission is to catalyze good disruptions in economic systems that will
speed the achievement of the UN Sustainable Development Goals (SDGs) and the Paris
Agreement. We pursue our mission through a unique portfolio of activities which include:

= Building coalitions. We create platforms to convene influential stakeholders around
the transformation of specific systems, with the aim of changing the narrative and
catalyzing action.

= Advising pioneers. We work with institutions (companies, nonprofits) to embed systems
change within their strategy and align their activities to the SDGs and Paris targets.

= Accelerating business innovation. We identify, incubate, and develop disruptive
business opportunities that will thrive in an economic system aligned with the SDGs and
Paris targets, including a deployment of our own capital.

= Catalyzing large-scale capital. We work with funds, asset managers, and banks
to deploy capital for bigger impact. We change investment models to tap into the
opportunities created by the SDGs.

We are convinced that the results of this report will help systems change thinking take root
in the funding community. It can also serve as a basis for investigating additional topics,
such as the right processes to shape strategies for systems change and the definition of
performance frameworks to measure progress and success in more detail.
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In recent years, the conversation in the social sector has reflected increasing interest in
supporting longer-term, more transformative changes to tackle the root causes of societal
problems —i.e., systems change. This emerging shift in emphasis has implications for many
aspects of social sector work, including funders’ own practices as they aim to achieve
meaningful and lasting impact.

On terminology

We have aligned on the following key definitions for the concepts and actors we refer to.
Systems change means:

®  gddressing root causes rather than symptoms

® by altering, shifting, and transforming

®  structures, customs, mindsets, power dynamics, and rules

= through collaboration across a diverse set of actors

= with the intent of achieving lasting improvement of societal issues

= on alocal, national, and global level.

Systems change leader refers to any individual or organization driving systems change.
Funder refers to any individual or organization contributing resources to systems
change leaders. These resources may include financial support as well as nonfinancial
support, such as technical assistance or access to networks.

Intermediary refers to organizations supporting systems change leaders that
themselves rely on funder support, thus occupying a position between funders and

systems change leaders. For better readability, the term “funder” in the following
chapters is understood to include intermediaries, too.

Although the concept of systems change has only recently gained recognition among a

critical mass of funders,® many organizations already embrace systems change work or are
interested in evolving their current funding practices towards better supporting systems change
approaches. The goal of this report was to collect and distill the insights and lessons we have
discovered through our collective journeys so far. We offer these to other organizations, including
philanthropists, foundations, impact investors, corporate donors, government agencies, and
multilateral organizations that want to evolve their current approach to funding in a way that
positions them to invest in systems change efforts.
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There is already a range of existing reports and other sources that offer advice for funders
interested in supporting systems change work, some of them written by funders and others
by intermediaries and systems change leaders themselves.* We believe that what sets this
report apart is the unique collaboration between organizations representing all three groups.
The aim of this collaboration is to arrive at a joint, holistic outlook on how systems change
efforts might be funded, drawing on the knowledge that others have shared before us. In the
spirit of our fifth proposed principle (“Collaborate with other stakeholders”), we hope that this
effort inspires others to explore and capture opportunities for collaboration.

This report begins by making the case for how systems change approaches can help us
address the complex, pressing challenges humanity is faced with. It then proposes five
principles outlining how systems change efforts might be funded, drawing on existing
literature and qualitative and quantitative research. This research involved more than 50
interviews with funders, intermediaries, and systems change leaders and generated over
110 survey responses from systems change leaders (see text box on methodology).
Finally, for each principle, it provides suggestions that are relevant to both smaller and larger
funders on how to change funding practices to better support systems change work.

Methodology

We used a quantitative and qualitative mixed-methods approach in the development of
this report, involving:

= Areview of existing reports and literature on systems change and how funders can
support such a change

= An online survey of more than 100 systems change leaders across five continents
who are supported by partner organizations and other funders

= |n-depth interviews with selected systems change leaders on how funders’
adherence to the proposed principles has affected their work

= G0 semi-structured interviews with over 30 organizations that support systems
change leaders, representing both funders and intermediaries.

We first conducted an initial literature review to identify major themes regarding the
funding of systems change efforts. From this, an initial version of the five principles
emerged. We then conducted the online survey as well as in-depth interviews with
funders, intermediaries, and systems change leaders to validate and detail these
principles. These insights from practitioners were corroborated with further literature
review and desk research. The appendix provides further details on our methodology.
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A quick guide for the reader

Since readers may be at different points in their understanding of funding systems change,
we would like to offer a short guide to the elements most relevant for each level.

= For those starting to learn about funding systems change. Work your way through
the entire report to learn about how systemic approaches can help us tackle complex
challenges and which shifts in funding practices could support these approaches.

= Forthose interested in how our principles are informed by different stakeholders
in the field. Focus on the chapter “Five principles for funding systems change” and the
recommendations on further reading in the appendix.

= Forthose in search of concrete suggestions to incorporate into their funding

practices. Look for the recommendations lists that are located at the end of each
subchapter detailing the proposed principles.
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In many ways, this moment in human history

is characterized by unprecedented progress:
decreases in violence, declines in poverty rates,
increases in education, and improvements in
health. At the same time, we are facing many
problems of great complexity, some of which have
reached enormous gravity. The UN'’s Sustainable
Development Goals (SDGs) as a public agenda
represent a rather comprehensive collection of
these challenges, ranging from extreme poverty
and social inequality to climate change and food
and water insecurity.

As recent reports have shown, the international
community is far from achieving the SDGs by
2030,° despite a considerable amount of activity
being dedicated to them: if we progress at our
current rate, it would take until 2094 to achieve
these goals.® The secretary-general of the United
Nations has called for “a much deeper, faster, and
more ambitious response” in the UN’s 2019 report
on SDG achievement.” Put simply, time is running
out and there is urgent need for action.

To provide just a few examples:

“It is abundantly
clear 