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Program-Related Investment (by churches, etc.) 

Description 

Program-related investments are made by churches, foundations, corporations, and other 
organizations, which offer equity or credit for projects that are specifically relevant to what 
the institutions are engaged in. Thus, for example, if a foundation specializes in programs for 
children, it may provide a market-rate (or less than market-rate) loan to a CEDO to establish 
a daycare program; such a loan would be an item in the endowment investments of the 
foundation, not merely an action of its program staff. Similarly, a corporation that produces 
toothbrushes, say, may offer an equity investment for partial ownership in a CEDO firm that 
produces the plastic used for toothbrush handles; and such an investment will be merely one 
of the firm’s supplier relationships. 

Program-related investments contrast with gifts and grants made for the same purposes. The 
investments are intended to produce a financial return and to be repaid or perhaps 
eventually divested, according to the terms of the original investment agreement. For 
foundations, churches, and other nonprofit organizations, a program-related investment 
allows them to use certain funds that may not be available for grants. For example, a church 
pension fund is not legally authorized to make a substantial grant but could make a loan of 
the same size, if it were prudent. A foundation may not be permitted to make a grant for a 
CEDO business, but may be permitted to allocate some of its endowment funds for an 
investment in that business. For a potential for-profit investor (a corporation or bank), the 
investing group, by policy, would not make a large grant but could make a large investment, 
if it was a prudent and effective use of funds in terms of shareholder interests. 

While this kind of investment has been widely used in the U.S. for CED purposes, it is not a 
familiar technique in Canada. However, a group of Canadian Catholic organizations formed a 
social investment alliance in the early 1980s: Canadian Alternative Investment Cooperative 
(CAIC). It is open to all charities to become members, and it now has a couple of Protestant 
church groups involved. The religious organizations place some of their endowment funds 
through CAIC with the specific aim of investing in socially valuable projects that would return 
an income (albeit perhaps less than some market returns). They have four separate funds 
that represent different levels of risk: commercial-rate real estate investments (which may be 
CMHC insured); other real estate mortgages; CED investments; and other socially significant 
projects. Note that this arrangement has not run afoul of Revenue Canada restrictions on 
charitable groups. One of the most recent CAIC investments was in Margaret’s House, a 



Tools & Techniques 

Addressing the Financial Gaps AFG 10 - 2

proposed residence for women psychiatric survivors, established by Life*Spin in London, 
Ontario. 

Benefits 

As suggested, program-related investments provide funds that would not otherwise be 
available for the CEDO’s projects. This sort of financing can be particularly suited for 
affordable housing or other property development. 

Major challenges 

Because the tool is unfamiliar in Canada, a CEDO may have to orient a target investor to the 
potential of a program-related investment, pointing out that the money would not only earn 
an income but ultimately return to the investor. Of course, it is incumbent upon the CEDO to 
prepare its project plans so that the risks are reasonably calibrated to the sorts of returns 
offered; and that indeed can be a demanding task. 

Some practical steps 

The critical step in seeking a program-related investment is, as just suggested, the design of 
the project so that it is soundly conceived and well-operated to produce the expected return. 
In short, it should be investment-eligible from any source, but because of its nature it is 
intended to be particularly attractive to the investor(s) to be approached by the CEDO. 

Although the CEDO must always avoid tailouring its project priorities to the potential funding, it 
is perfectly appropriate to shape the project so that it fits the potential investor’s needs so long 
as the CEDO’s priorities are maintained. Note that a CEDO may initiate planning on a project 
without the intention of structuring it so that it can be attractive to an investor. Yet upon 
continued examination and analysis, the project can be seen as potentially investment-eligible. 

Resource organizations & contacts 

 CAIC, 146 Laird Drive, Toronto, ON M4G 3V7 (tel. 416-467-7797).  
 Canadian Centre for Philanthropy, 425 University Ave, Suite 700, Toronto, ON M5G 1 T6 – 

tel. 416-597-2293. 

Publications 

 CAIC has an occasional newsletter. See CAIC’s website: www.caic.ca 
 *Case Study: “Investing for Social Change.” An overview of the Canadian Alternative 

Investment Co-operative and how it manages to run a high-impact operation on a low 
budget. 




