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Key developments in the UK
social impact investment market

unLtd

PRBR O 2% (2008)

First social enterprise

Dormant
Accounts Act
Preceded by
the Commission
on Unclaimed

DWP Innovation

Fund

First fund to drive
innowvation to address
MEETs through
commissioning of
multiple interventions

scope Charity Bond
Scope launches £2m
charity bond as part of

What works Centres
Centres to collect
evidence for
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incubator/accelerator Assets broader programme policy-making ( )
2000 | 2001 2002 2004 2007 2008 2010 20T 2012 2013 2014
soclal Investment Bridges Ventures Futurebuliders soclal Finance First soclal Investment & Contract Unit cost Database Investment
Taskforce First fund focused on Home Office launches Key intermediary Impact Bond Readliness Fund Open data provides Intermediaries Fiduclary

Independent body
launched by HM Treasury

first programme
targeted at lending
to social enterprises

community investment
with matching capital

Community
Investment Tax Rellef
Tax relief for community
investrment through
CDFls

Charity Bank
First bank in UK devoted
to servicing charities

Community
Development Finance
Assoclation

Trade association for
CDFls launched to drive
the market growth

community
Interast Company
Specific legal form
for social enterprises
or mutuals

dIa2=7 4

FzE =+ (2004)

JdIa=74

&R (2002)

toact as
advisory party to
commissionars
and organisations

H 88 : Building a social impact investment market The UK experience “ (2014)
UK National Advisory Board to the Social Impact Investment Taskforce

Peterborough SIB
launched by Social

Finance with MOJ and

diverse investors
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First fund to support
the readiness of social
enterprise to take
investment and receive
contracts

Blg Soclety caplital
First wholesale social
investment institution

Soclal Outcomes Fund
Cabinet Office launches
cross-Government fund
to help spur departments
and commissioners to
develop social impact
bonds and spur savings

Commissioning Academy
To address new skills
required in commissioning,
including for social
organisations

Community Shares Unit
Institution to gather best
practice, monitor and
promote community
share offers

soclal value Act
Legislation to embed

social value in procurement
processes across
Government

information on costs of
certain social cutcomes

soclal Investment

Tax Rellef

First investor-based tax
relief targeted at social
investments

Charitable Trustees’
Dutles Reform
Consultation

Law Commission
consultation on fiduciary
duties of charitable
trustees to better enable
charitable trustees to
make social investrents

Dutles Reform

Law Commission
consultation on fiduciary
duties of investrment
intermediaries (and
pension funds)

UK soclal Bond Fund
Threadneedle with Big
Issue Invest launch fund
that individual investors
can invest into {(corner-
stoned by Big Society
Capital)

R E R

(2014)
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TRUSTS
USING THEIR
ENDOWMENT

DORMANT
ACCOUNTS
SOCIAL
MVESTMENT e SOCIAL = INDIVIDUALS AND
FINANCE - SECTOR ¢ COMMUNITIES
INTERMEDIARIES 4
HIGHSTREET
BANKS

MAINSTREAM
FINANCIAL
INVESTORS

H2 2018

2000

1800

- £1.7bn

Signed plus match

£1bn

Drawdown plus
match

£581m

RIREHE (HRAKREET) 12,5000

1400
1200

B OAA : #91,700/8M

1000

£ million

B0 Received from
Reclaim Fund &
600 banks
£524m REEEESEEAS (- X QMM oL
400
Signed
200
£276m
o Drawdown
H1 H2 H1 H2 H1 H2 HL H2 H1 H2 H1 H2 H1 H2 4

2012 2012 2013 2013 2014 2014 2015 2015 2016 2016 2017 2017 2018 2018

HE8 : Big Society Capital website
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Figure 3: Reaching a tipping point

The adoption curve of managing for impact, and examples of new entrants
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Innovators Visionaries Pragmatists Conservatives Laggards
Small number Early adopters Early majority Late majority adopt Paradigm shift
of pioneers test embrace new enter sector, tools to catch-up in capital market
new methods and methods based on beginning of scale with majority that thinking from 2D to
ideas in a high-risk shared vision and and institutional already use them 3D: risk, return
environment intuition credibility & impact
2000-2006 2007-2015 2016-2019 2020-2025 2025+

: "The Rise of Impact” (2017) UK National Advisory Board on Impact Investing
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People and communities

Charities and
social

enterprises

Areas Of Filling gaps in the supply of Building knowledge, capacity and
intervention capital capability around enterprise models, and
for resilience _ how social investment can support them ‘
A Providing and Desfis:ciir;s and A
championing t ‘g

blended enterprise

fi development

inance programmes

ACCESS

The Foundation for
Social Investment

Facilitating collaboration
Learning and sharing learning

Capacity building
organisations

Funders and investors

{8 : ACCESS website
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Market Rate Debt or Guarantees
Equity
Funds costs and Subordinate Favorable Investment on same terms Risk reduction tools
activities that lead to position terms shift demonstrates viability and that protect investors
investment absorbs risk-return provides investor comfort against capital losses
highest risk profile or provide credit
enhancement

-

r "\

Junior Equity

Structurs

ﬁ Capital Structure Capital Structure
A oo EIII
ey il

H 8 : "Blended Finance Vol.1 A Primer for Development Finance and Philanthropic Funders” (2015) OECD, World Economic Forum
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O coodFinance ———

Understanding social investment Is it right for us? Investors & advisers Case studies Measuring social impact Latest

Welcome to Good Finance

Our mission is to help charities & social enterprises I|havigate the

world of sociabinvestment. . ™.

UNDERSTAND SOCIAL INVESTMENT >

Hi88 : Good Finance Website
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SRR ERE (Institutional social investment award)

HEESHEERE (New social investors award)

HEMEER~ADIREE (Social entrepreneurs investment award)

HIZEEE (Market building award)

nNtEH—EXZEEE (Public service transformation award)

Hi 81 : Department of Digital Culture Media and Sport Website
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A BRIEF HISTORY
OF IMPACT INVESTING

Investing with social purpose is not a
new phenomenon. Here are some of the
highlights of its development.

In 1961, President Kennedy created
USAID to fund global development.

In 1968, the Ford Foundation began
exparimenting with Program-Related Investments
(PRis; s2e paga 24 for further detall) that offered

the potenttal for soclal change whlle returning

Investment principal for future usa. =

In the 1980s and 1990s, sockally
responsible Investors—wno attempt to
avold Investmants deemed harmful to
soclety—diverted capital from South Africa
to pressure leaders to end apartnekd. ™

By the first decade of the 21st century,
the Foundation Center tracked A27 foundations
that financed nearly 4,000 PRIs for a total of
over $3 plllon—sIgniicant progress, but still a
fraction of the more than $200 bllllon In grants
glven over the period by the nation's top 100
Toundations. ===«

In 2007, recognizing this proliferation of sockally
minded Investment activity, the Rockefeller Foun-
datlon convened a meating In which several lead-
ers In finance and philanthropy colned the term
“Impact Investing.” As The Monitor Group, a
consultancy, observed In a seminal 2000 report,
this marked a fransition In the Impact investing
Industry’s evolution from a stage of
“uncoordinated innovation™ to a more unified
phase of “market bullding.™

00

R T T -~ I

.

E Following WWII, the US government
@ Began providing political risk Insurance to
M private Investors doing business abroad.
.
.

(©—] 1958 Small Business Investment Company

USAID
Incubated development finance operations,
leading to crestion of the Overseas Private
Investment Corporation. The 1970s also

saw the Iaunch of Gramean Bank and the
microfinance industry.*™
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1986 The Low-ncome HousIng Tax Credit ¢ P . R o \
In 1994, Congress passed the Riegle : J/J—_\/\%\ %ﬂ?,ﬁﬁk\ 7 \7 - i\ -~ O\D?X:E\ T % U_ ® :
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capital and local economic Erowth via community
development financlal Institutions (COFIs). " \ /

@Derarns

(®—] 2000 The New Market Tax Credit

Oy 75— /%7 FEEIRE (2007)

By 2012, The Forum for Sustainable and
Responsible Investment reported that the
soclally responsitle Investment market had grown
to over $3.7 trilllon.™ Impact Investors began to
‘work In concert to bulld Industry Infrastructurs
and centers of Investment activity, such as the
Global Impact Investing Network (GIIN) and the
Global Impact Imvesting Rating System (GIIRS).
Through thesa marketbullding efforts, GIIN has
defined Impact Imestments as “IMvestments
made Into companies, oreanizations, and funds
with the Intention to generate soctal and emvron-
mental Impact alongside a inancial ratum.==*

Ny 7z7—BElZ7a—nNiLA v/ MEE
v b7—2 (GIIN) J5%3i2F%E (2010)

2012 First Social Impact Bond In the US 10

: "PRIVATE CAPITAL PUBLIC GOOD How Smart Federal Policy Can Galvanize Impact Investing- and Why It's Urgent” (2014) US National Advisory Board on Impact Investing
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JA—=/NLA Ry bREF Y T —7 (GIIN)

GIINIEZ, HREFDOA T M REOREBELEAENEZEOH S L2 BN E L TRILESNFEEZFEHTH %,
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IRIS(Impact Reporting & Investment Standard) % BI% L 7=,

F7-. GIINIZFEHROMHLEHA /37 M REOHIGREAETZEREL T35,

THIS IS AN IRIS METRIC

Client Individuals: Total
Number of unique individuals who were clients of the
organization during the reporting period. 4

ID: PD2541 4

4—— STANDARD DEFINITION
COMMON TERMS INCLUDED IN IRIS GLOSSARY

IRIS ID FOR VERIFIABILITY AND REPORTING CITATION

This metric is intended to capture the number of unique clients
; kit e o 4—— USAGE GUIDANCE, INCLUDED WITH SOME METRICS
wheo were recipients of the organization's products or services ...

The GIIN
estimates that over 1,340
organizations currently manage

USD 502 billion

in impact investing assets worldwide.

A Xy N EBETHIEED,0208K F L & HESt
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H 88 : GIIN website
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H 88 : "Social Impact Investment 2019 The Impact Imperative for Sustainable Development” (2019) OECD



